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ment
1957'
Mr. Speaker: Order, order. I am
normally. If any hon. Member to
going to another subject.
whom consent to raise a matter is not
given threatens me that he may be
Shri Braj Raj Singh: Sir, on a
compelled to raise it h e r w h a t shall
point----I do?

Mr. Speaker: What I would say is,
let not the work of the House be in
terrupted. I would just like to inform
the House that so far as this hon.
Member is concerned, he sent in a
notice of an adjournment motion and
I said it is a State subject. Still he
says: ‘I will be compelled to raise
this on the floor of the House.’ Then,
I will also be compelled to send him
out of the House.
Shri Braj Raj Singh: I am prepared
to r that.

Mr. Speaker: It is very wrong on
the part of any hon. Member to lake
the law into his own hands. He is a
Member of the H ouse....
Sbri Braj Raj Singh: I know that.
Mr. Speaker: There are 14 Assem
blies in this country.
Every hon.
Member feels that he
is the only
repository or- the representative of
anything relating to any important
matter in any part of this country.
Under our Constitution, there are
State subjects and Union subjects. If
it is really a State subject, I am not
going to allow it here. The time here
should not be taken away by
this.
There are Assemblies
equally inte
rested. Persons must move there.
The right to decide whether a sub
ject is a State subject or not is in me.
I find it is a purely State subject. The
hon. Member wants to show that he
is taking interest. By all means let
him take interest. The hon. Membei
lhas written to me: “If you do not
give consent, 1 may be compelled to
raise it in the House.” I do not know
what to do. I will be compel'ed to
ask my friend kindly to withdraw
from this House. Therefore, let him
not force me to do this.
I do not
want to do so. I would like to see
that the House carries on its work

Shri Braj Raj Singh: I only wanted
to explain the position.
Mr. Speaker: I am not going to
allow anything. We will go to the
next business.

FINANCE (NO. 2) BILL, 1957— Contd.
Mr. Speaker: The House will now
resume further discussion on the
Finance (No. 2 ) Bill, 1957. Out of 7
hours allotted for the general discus
sion, 5 hours and 24 minutes h'ave
already been availed of and 1 hour
and 36 minutes now remain Alter ihe
general discussion is over, clause-byclause consideration and third reading
of the Bill will be taken up for which
4 hours and 1 hour respectively have
been allotted.
■May I know how long the
Member will take for his reply?

hon.

The Deputy Minister of Finance
(Shri B. R. Bhagat): 45 minutes.
Mr. Speaker: It is 1210 now. I will
call the Munster at one O'clock or at
about 1 .10.
Shri Bimal Ghose (Barrackpore):
Sir, I suggest that half an hour more
may be given for general discussion.
Mr. Speaker: Yesterday we decided
that four hours may be allotted for
clause by clause consideration. An
Hon. Member has now suggested that
half an hour more may bo given for
general discussion. Is that the desire
of the House?
Several Hon. Members: Yes.
Mr. Speaker: So half an hour more
is given for general discussion. I will
call the hon. Minister at 1.30.
Shri Shree Narayan Das (Darbhanga): The clause by clause con
sideration will not take much time. I
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think the general discussion is more
important and, therefore, I suggest
that two hours would be sufficient for
clause by clause consideration.
Mr. Speaker: When we come to
clause by clause consideration then
hon. Members will say that is impor
tant. Now, Shri Naushir Bharucha
may continue his speech.
Shri Naushir Bharucha (East Khand esh ): Mr. Speaker, Sir, I was refer
ring to the magnitude of new taxation,
and I stated that the Finance Minister
in his speech on the Budget stated
that 90 items had been subject to
taxation. Out of sheer curjosity I cal
culated the number of items and subitems subject to taxation under the
Finance Bill, and I found that there
were not less than 404 items. The re
quirements of the Second Five Year
P]an, therefore, seem insatiable.
According to the Finance Minister,
the justification for these taxes is that
the alternatives would be either bor
rowing, or greater external aid, or
larger deficit financing. He has told
us that he is not able to take credit
for more than Rs. 100 crores from
borrowing, or get more- than Rs. 150
crores from exU-in;.i aid, and that
deficit financing m this one year had
reached the gigantic level of Rs. 275
crores, which means that we are print
ing that much of money in one year
without backing of either correspond
ing amount of goods or bullion.
Therefore, he fell that deficit finan
cing had already reached a stage when
further tampering with it might re
sult in grave inflation. And, accord
ing to the Finance Minister, the need
for taxation is also partly as a cor
rective to inflation, partly as an incen
tive to smaller imports of consumer
goods.
But the Finance Minister forgot one
thing, that besides these three al
ternatives there was one more, -name
ly, drastically cutting the adminis
trative expenditure.
The Finance Minister has also laid
down certain criteria of good taxation.
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He has said that the tax must pro
duce sizeable return, that it should act
as incentive to larger earning and
more saving, that it should restrain
consumption and check domestic infla
tionary pressures, that it should pro
gressively yield greater returns as
incomes go higher. To these four cri
teria I might add two more of my
own, namely, that the cost of collec
tion should be reasonably low, and
that it should not set in motion the
law of diminishing returns.
Apply this criteria to the proposal
to reduce the taxable minimum so far
as income tax is concerned from
Rs. 4,200 to Rs. 3000. The Finance Min
ister himself admits that administra
tive problems involved in assessing
relatively small incomes must be
faced rather than evaded. In one
breath he admits that these are smal
ler incomes likely to produce smaller
yields, and there would be enormous
administrative difficulties which he
desires to be faced rather than evad
ed.
In a case like this, let us see in this
brackct of Rs. 3000 who will be the
people who will be roped in. Largely,
the fixed salary earners, Government
servants and people with fixed sala
ries. How can these people be asked
that they should make an effort to
increase their income, because raising
of salaries is not within their power.
Also, to talk of curtailing consump
tion, preaching tightening of belt to
a class of people, who do not have
daily two square meals or even one
square meal, is a cruel joke. I am cer
tain that in this case the cost of
collection would be very much higher
and, therefore, most of the criteria
laid down for good taxation by the
Finance Minister will not be satisfied.
This is particularly so in the case
of postal letters. There the law of
diminishing returns will also operate.
We have increased the rate of postal
envelops.
The shift, therefore, will
be to the post-cards. It is a well known
fact that nearly half an anna is lost
on every post-card that is delivered.
That means, what the Finance Min
ister is going to collect from a larger
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rate on envelopes will diminish the
returns on it because of increased use
of post-cards. That shows the wisdom
of this type of levy.
Coming to the increase in central
excises which are expected to yield
Rs. 61 crores or more in a full year,
we find that all the necessaries of life
have been taxed. It is not merely
sugar, tea and matches that have
been taxed, but concealed in this
Finance Bill are items designated only
by the number of the clauses in the
Tariff Act, which shows that the Fin
ance Minister has cast his net far and
wide. Incorporated in the tax items
one finds that there will be fish, ghee,
flour, starch, food—not otherwise spe
cified, oil cakes, heavy chemicals,
paints, candles, hides and skins, wood
and timber, knitting wool, jute manu
factures, gunny bags, cotton rope,
coir fibres, h o s ie r y , iron and steel
pipes, and manufactures not other
wise provided for, hardware, tools,
machinery, electric goods, furniture,
and the Finance Minister has not even
forgotten slate pencils. I do not know
what is left out of the necessaries of
life which the Finance Minister has
not taxed. If he has not taxed any
thing I think it must be due to some
error, just as through error he taxed
kerosene and newsprint. This is the
wide list of subjects of universal con
sumption, and the bulk of the incioence of it will fall on the poor peo
ple.
TMr. D e p u t y -S p e a k e r in the chair.]
12.17 hrs.
Because these items have not been
enumerated by their names in the
Finance Bill, the public do not know
the exact extent to which the Finance
Bill encroaches upon the daily neces
saries of life.
But, this is not a complete picture.
There is also a concealed form of tax
ation. If you turn to clause 12 of the
Bill it reads this way:
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"(1 ) The Indian Tariff . ASt,
1934 (hereinafter referred to as
the Tariff Act), shall be amended
in the manner specified in Parts
I, II, III, and IV of the Second
Schedule."
Then the Explanation says:
“Explanation.—References
in
this Schedule to the ‘excise duty
for the time being leviable on
like articles if produced or manu
factured in India’ shall be con
strued as references to the excise
duty for the time being in force
which would be leviable on like
articles if produced or manufac
tured in India or, if like articles,
are not so produced or manufac
tured, which would be leviable on
the class or description of article*
to which the imported articles
belong.”
Sir, the significance of this clause*
namely, redefining of excise duty by
means of this explanation must be
carefully examined. The latter part of
it is vague and will present considera
ble difficulties. It is common know
ledge that countervailing excise duti
es are levied to protect indigenous
industries from competition of import
ed goods. Byt where there are no in
digenous manufactures, one docs not
understand why the Finance Minister,
by manipulation of clause 12 proposes
to impose duties under this head. This
is obviously not done for the sake of
checking imports. The difficulty of
implementing this provision especial
ly! where there are no indigenous pro
ducts will be great. Take, for instance,
this possibility. Supposing India does
not
manufacture
cigarette tissue
paper. Then, according to clause 12,
the re-defined clause 12, it
would
mean that a levy of a tax on all types
of tissue paper imported for the pur
pose of cigarettes would be permissi
ble under the Act. Take other Illus
trations. X-ray equipment Is no*
manufactured in India. Under clau—
12 , it may be possible that suck a * -
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paratus is Included in the electrical
apparatus 'not otherwise specified’.
Then all types of X-ray apparatus
would be chargeable, which are im
ported from foreign countries.
Also, take the case of machinery
other than those specified in that
clause. It would be difficult to admin
ister this particular clause. Take a
concrete instance. Under clause 13 of
the Bill, printing paper of all sorts are
subject to excise. Its effect will be to
merease the cost of all imported news
print. For instance, in clause 13, it
has been laid down in item 21, subitems (3), that “printing and writing
paper, other sorts” come under the
levy of this tax. Therefore, even if
printing paper is not manufactured in
India, all types of printing paper
would be subject to duty by virtue of
the manipulation of clause 12. It will
thus be seen that clause 12, by putting
a levy on goods which are not pro
duced in India, bring within its net
many of the articles which are impor
ted and for which there might exist
no justifiable excuse for levying an
import duty.
People talk of direct taxation and
indirect taxation by way of classifi
cation. I am talking of another class
of taxation, r. mrly, concealed taxa
tion. Whether this taxation is con
cealed from the public or not, the fact
must remain that it cannot be con
cealed from economic forces which
will operate to raise the cost of living.
To come to the incidence of the
taxation, a glance at the tax struc
ture shows that the poorer classes and
the middle-classes have to pay heavi
ly. Analysing the incidence of the
various taxation measures, it will be
found that the following items will
bring to the treasury about Rs. 6
crores each: motor spirit, cement,
steel ingots, unmanufactured tobacco
and matches. Each of these items
will
bring Rs.
6, crores
more,
making a total of Rs. 30 crores. Sugar
alone will give you Rs. 18$ crores.
Vegetable oil gives you Rs. 3 crores;
tea, Rs. 2| crores; paper, Rs. 2 crores;
lowering
the
income-tax
limit,
H*. 0 crore*.
It will thus be Men
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that all the items will hit the poor
and the middle-classes. It is wrong,
as the Finance Minister did last time,
to say that motor spirit will hit the
richer classes. When good transport
is involved, goods transport forms an
item in the cost of an article and the
goods transport carried by trucks on
the roads is petrol-driven, and there
fore, it is obvious that part of it will
have to be borne by the middle and
the poorer classes. In an economy
where too much artificial paper money
keeps chasing too few goods, the en
tire incidence is passed on to the con
sumer. I am afraid in this case it may
be so. The total revenue raised in a
full year will be Rs. 106 crores, and
after the machinery of collection is
tightened up, it will be a great deal
more. But the Finance Minister would
have us believe that the ratio of tax
to the national income is only 7.5 per
cent and with this added taxation of
Rs. 106 crores, it will be only enhanc
ed to 8 6 per cent of the national in
come. That being so, he says that it is
comparatively too low. But he forgets
what the per capita national income
in other countries is. He also forgets
the principle of marginal utility of
the unit of currency. It does, there
fore, seem that in comparing the
figures, he forgets the spirit and im
port while comparing them. At the
rate of K^. 100 crores, the per capita
increase, by the stroke of the pen of
the Finance Minister, amounts to Rs. 3
per capita per annum.
The Finance
Minister, by one stroke of the pen,
has added Rs 3 per capita per annum.
May I remind this House that when
Mahatma Gandhi
commenced the
struggle as a protest against the salt
tax and when he called that tax an
oppressive measure of taxation, the
per capita incidence was only three
annas per annum. That was the inci
dence of the salt tax. But Gandhiji
called it an oppressive item of taxa
tion, because it was an article con
sumed by the poorest. Most of the
articles which have been taxed today
by the Finance Minister are consum
ed by the poor and today, at one
stroke of the pen, the per capita inci
dence has been raised to Rs. 3 par
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annum. People do not mind payment
of taxes so long as the taxes are wise
ly spent. But before the nation can be
asked to make more sacrifices, the
Government must be asked to plug all
the holes through which our tax yield
leaks.
My hon friend Shri Masani pointed
out that Rs. 200 crores were lost
through tax evasion alone. It is hum
anly impossible to stop all evasions,
because from the very nature of the
transactions some amount will always
escape, but even then, quite a good
deal could be collected. In addition to
this, I would suggest administrative
economies. I am aware that depart
mental committees have been set up
but may I tell the House that I have
no faith in these departmental com
mittees, because the men who are on
the committees are those very persons
who are guilty of spending extrava
gantly. I have never heard of a tribu
nal composed of the accused people
convicting^ the accused! I am of opi
nion that if these economy measures
are to be effective, there should be a
committee consisting of Members of
this hon. House and not others. I am
also not satisfied that Rs. 272 crores,
that we are going to spend on the
Defence Ministry is going to be wise
ly spent I would throw this challenge
to the hon. Minister of Defence. If I
am appointed to look into the economy
o f the Defence Ministry, in less than
ten weeks I can produce a report
effecting about Rs. 10 crores by way
of economy, without impairing in the
least the efficiency of the defence
forces.
The other day, a point was raised
by my hon. friend Shri Kamble who
said that 1,60,000 tons oft sugar was
released five or six days prior to the
announcement of excise duty
on
sugar. The country lost Rs. 1.6 crores
of excise duty on that score. Heaven
would not have fallen if that amount
of sugar was released five days later.
But the explanation given was that it
was normally released in due course.

(.No. 2) Bill, 1857

Surely, the due course could
avoided a loss of Rs. 160 lakhs.
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The common man, who was so
much hero-worshipped when it came
to a question of collecting votes, has
now\to pay every time when he
strik e a match to light his oil-lamp
in his humble cottage and every time
when he sips his cup of tea to assuage
his hunger. Somebody has defined a
politician as a person who collects
votes from the poor and money from
the rich on the pretext of protecting
the one from the other. I am afraid
today we find lots of politicians on
that side of the House, but the pub
lic cannot sit for long without agitat
ing. The public will feel the pinch in
the rising costs. On these grounds, I
oppose the Finance Bill to the ex
tent it imposes a levy on the poor and
the middle classes.
Shri Siva Raj (Chmgleput-Reserved-Sch. Castes): Mr. Deputy-Speaker,
one would like to sympathise with the
Finance Minister in his predicament
of having to find resources to sup
port the Plan and to carry out a Plan,
in the shaping of which I do not know
what part we have got to play. But
it leaves an impression on one’s mind,
rather, the impression forces itself
upon one’s mind, that the Finance
Minister, m trying to find resources
for the Plan, has bitten more than he
can chew and that in his efforts to
find the finances, he has lost his bal
ance, because he in his budget speech
said that “ the core of his speech is
that the Plan is the thing.” I am re
minded of a somewhat similar phrase
when the Prince of Denmark in Ham
let said that the play is the thing.
That was the decision of a confused
and cogitated mind and the result
was a terrible catastrophe and trafc^dy. I do hope, when the Finance Min
ister so enthusiastically says that the
Plan is the thing that the result will
not be so tragic as in the play of
Shakespeare.
They say-that finance is the peculi
ar province and the play-thing of
Wizards. I am a normal person and I
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dare not venture to enter into that
field. Nevertheless, as I read the
Plan, I find that the Plan itself is un
balanced in so many ways. In the
first place, I find that the Plan is in
a sense planless by reason of the fact
that when the Plan wag made, there
was no relation whatsoever to the re
sources available, whether it was
foreign exchange or internal resourc
es. So soon after the Plan was made
within less than a year, the Plan has
come up against very great difficulties,
large gaps and deficits. So, I find that
there is lack of planning with regard
to the resources for the Plan itself.
The Plan is throughout full of im
balances. The first imbalance that one
notices is between the public and the
private sectors. I think the public
sector has taken a lot more than it
needs for the purpose of carrying out
the Plan and deprived the private sec
tor of its energy and its initiative in
carrying out the Plan. That is due to
the fact that the planners and the
Government have not consulted or
taken into confidence the private sec
tor. Why should I or anybody sus
pect either the motives or the patriot
ism of the private sector. I personally
am not a capitalist; far from it.
Neverthless, taking a factual view, I
find that the Government and the
planners have made a mistake in not
taking into confidence the private
sector; I believe they should have.
There are quite a number of pri
vate people who can help this Plan
to be successful. Now I find that the
Government is gradually losing the
sympathy and the co-operation-of that
sector. Again, I find that there is an
imbalance between the industrial sec
tor and the agricultural sector of this
Plan. There is greater emphasis plac
ed on the industries, to the detri
ment of agriculture. What would
happen if, when people want food,
clothing and shelter, the Plan would
ultimately result in producing steel,
coal, cement and industries like that?
I think there ought to have been a
judicial balance maintained between
industrial and agricultural production.

10226

Another thing which we all feel, es
pecially those who come from the
south of India, is the imbalance that
exists between investments in indus
tries in certain portions of India to the
detriment of certain other portions of
India. It may be justified that it is
all national and that the benefit of
this plan would come to everyone.
At the same time, we forget the fact
that India is a multi-national State
and there are so many differences irf
culture, aspirations and economy of
the people that it will be difficult to
say that any investment made in
North India will help the people in
the south. I also find that there is so
much of over-centralisation that it
lead to the excessive employment
at the centrc and the corresponding
unemployment in the other parts of
India. It is from these points of view
that I call this Plan a planless Plan.
The next thing I would like to im
press upon the Finance Minister is
that where he should have sought the
co-operation of many sectors of the
population, by trying to do the thing
himself, he has failed miserably. I
have already mentioned the case of
the private sector. I think there is
quite a lot of wealth in the hands of
the ruling prices and in the hands of
our industrial magnates. I£ they had
been tapped, probably they would
have come out with suggestions- as to
how to finance the Plan, might be
with their own money, of course, if the
Government does not question the ori
gin of their wealth or the origin of
their motives. Nevertheless, the fact
remains that there was money avail
able and I believe there is still moneyavailable, which can be tapped. Un
fortunately the Government feel that
the Plan is their own. The Govern
ment have made it a party Plan, not
a national Plan. If it was a national
Plan, they should have consulted other
interests as well, such, as the Sche
duled Castes Federation, who had
their own schemes for the improve
ment of the lot and welfare of the
Scheduled Castes people.
If the planners had consulted the
Federation, they would have suggest-
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ed, for instance, the establishment of
agricultural colonies for Scheduled
Castes, thereby conferring upon them
economic independence and equality
with the rest of the villages in India.
That has not been done. That could
have been done only by the Centre.
We find from the report of the Back
ward
Classes
Commissioner that
whereas the Centre is suggesting ways
•and means of improving the lot of the
people, whereas it is prepared to fin
ance certain schemes, the States are
very very slow to move in the matter.
The Scheduled Castes Federation had
also suggested a scheme of education
by establishing institutions, the con
trol and the funds of which will be
in the hands mainly of Scheduled
Castes people.
' As a matter of fact, owing to the
efforts of the late Dr. Ambedkar, we
started what is called the People’s
Education Society, under which we
are running two colleges, one called
the Siddharth College in Bombay and
the other in Ahmedabad. There was a
scheme for the expansion of the Peo
ple’s Education Society in other parts
of India also, but unfortunately for
us and for this country also, Dr.
Ambedkar has been removed from
our midst. Nevertheless, if we had
been consulted, we would have sug
gested to the hon. Finance Minister
or the planners a scheme of education
for our people. What do we find? We
have to depend entirely on the mercy
and goodwill, whim and fancy of the
local magnate, especially the village
landlord. That is the position. We
feel that m this state of things, we
could not get the sincere support and
co-operation o f . . . .
Mr. Deputy-Speaker: We will be dis
cussing the Plan; the report of the
Commissioner for Scheduled Castes
and Tribes will also be discussed.
Today, our subject is a little different.
Shri Siva Raj: f start from the
point that the Finance Minister made
that the Plan is the main thing in this
Budget. Therefore, I think all my ar
guments and all my references can be
made to the Plan.
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Mr.
Deputy-Speaker:
Leaving
aside the Finance Minister Bill? All
reference can be made to the Plan
and' not the Finance Bill?
Shri Siva Raj: The Finance Bill
comprises the total finances. In fact,
as has been pointed out by the pre
vious speaker, the merits and de
merits of each item of taxation, we all
know. It is not necessary for me to
cover that ground. In fact, I am not
going to put these finances in the
hands of a Government which is reck
less and lavish in the matter of this
Plan, and finding themselves in hot
waters so soon after the Plan has
come into operation. That is my main
point. In doing so, I want to point out
that they could have done better by
adopting in the Plan many measures
which would go to alleviate the suffer
ings and miseries of the poor, apart
from the idea of taxation. That is why
I said that they did not have the con
currence or consent of the Scheduled
Castes Federation.
I feel that the Finance Minister is
now putting on a brave front in order
to fa c e th e difficulties which he pro
b a b ly did not forsee at the time he
ln ia tod th e taxation measures to sup
port this Budget. I wish h im all good
luck in his efforts to succeed. But, I
fe a r that there is an air of lack
of
c o n fid e n c c in the capacity of this Gov
ernment to go through this Plan. That
is m oi e outside th e House than in this
Hou> 0 T h e ordinary m an thinks th at
the Government will not succeed ulti
mately in its objective. It is up to the
Government to see that this kind of
lack o f confidence is removed and that
they so act in the future that that
confidence could be restored and
every man, it does not matter to which
section of the population be belongs,
puts his shoulder to the Plan and ful
fils it because we feel that it is essen
tial.
There is another point which
I
want to refer to. This Plan will ulti
mately result in increased produc
tion of both, perhaps, food on the one
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aide and consumer goods and other
things for the country If it does, the
problem of production might have
been solved. But, the greater difficulty
is the problem of distribution
That
is where we of the poorer sections
like the Scheduled Castes, Scheduled
Tribes and backward classes will
suffer, because here is a pattern of
society called socialistic pattern of
society, which is the aim of this Plan,
which is, as they say, the objective of
the Government, to be run by a
people who do not understand socia
lism who, through all these centuries,
have been not merely un-social but
anti-social If the Plan should suc
ceed, this must be a country of honest
workers, of patriots, of patriotic in
dustrialists On the other hand, I am
afraid, the trend is, on account of
various circumstances, of the bungling
on the part of the Government of
India m other matters it has become
a country *iere]y of agitators, wageearaers without working and blackmarketers
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posals revolve round that Plan, the
Second Five Year Plan about which
we are all so anxious.
Sir, it was really heartening to find
the hon. the Finance Minister cleai
and categorical about his policy re
garding the implementation of
the
Plan. He stated on the floor of this
House—he repeated it on the floor ol
the Rajya Sabha—not once, that the
Plan of the order as it was will be
implemented. He is clear and cate
gorical that all that he wants to do
is the rephasing of the Plan, and the
rephasmg ot the Plan does not mean
cutting down the Plan in any sense.
He stated it more than once.
But we find that fye is faltering
now; he is not holding the ground.
Now what is being stated is that he
is not rephasing the Plan without
cutting any items, but rephasing and
pruning the Plan. I think, Sir, that
is something which will not permit us
to give the support which we wanted
to give to all the taxation proposals.
I feel there is no justification for us
to have any defeatist mentality.
There is no reason for us to feel that
we will not be able to implement the
Plan o f the order that w* have
drawn. Not that I hold the Plan to
be sacrosanct, not that if we have
drawn up a Plan we should stick to
it, but I feel that we have the capa
city, I feel that we have the resources
to implement the Plan of the Order
which we have drawn. The Plan is
the very breath of our nation and I
wish that we stand firmly and
resolutely by the Plan and do every
thing to implement the Plan.

*

«p*r $tm 5fRff | 1
Shri Harish Chandn Mathur: Mr.
Deputy-Speaker, Sir, ttie hon. the
Finance Minister has proposed bold
and heavy taxation measures, some
o f a very radical nature indeed. In
very plain words, he has stated his
-difficulties and the compulsions under
which he is working. The justifica
tion for these heavy taxation pro
posals and measures is the imple
mentation ol the Plan. All the pro

The only difficulty which hat been
mentioned by the hon. the Finance
Minister is about foreign exchange.
It is true that at the present moment
we are faced with certain difficulties.
Possibly the situation is grave. I
would not call it an alarming situa
tion, but, of course, we leel that we
are in a difficult position regarding
foreign exchange, but again, it is my
conviction that it is only a temporary
phase. This difficulty has been creat
ed because of certain extraordinary.
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temporary reasons. It may not
be
true that our foreign exchange was
frittered away by the Commerce and
Industry Ministry, it may not be true
that we were very indiscreet in plac
ing our import orders, but there is
not the least doubt about it that
while granting licences we did not
take into consideration certain factors
which we possibly could have. Cer
tainly, the plan of the order which
was to come was not taken into con
sideration. We did not take into con
sideration the food situation, we did
not take into consideration the addi
tional amounts that we might have
to spend on defence. After seven to
ten years of dealing with Pakistan
we could not even visualise what
would be our responsibility in this
matter. There is no justification for
us to say that it was an unforeseen
item.

Again regarding food, we did know
that the food situation in the coun
try had improved not because o f the
various projects and measures that
we had taken, but simply because o f
favourable monsoon conditions. There
fore, we should have visualised and
provided for bad days. I wish to
emphasize, however, that though for
lack of this vision and consideration
we have to put up with a little hard
ship at the present moment, we
should not be scared by it, there is
no reason for it.
The hon. Finance Minister, while
stating his difficulties on the floor
of the Rajya Sabha stated in clear
words that if only he could find the
finances for the importing of food
stuffs, the greatest obstacle in the way
of implementing the Plan would be
removed. What he felt and stated was
that if only he could ge* over this
difficulty regarding food, he would be
able to implement the Plan as it was.
Here, on the floor of this House tne
hon Minister for Food and Agricul
ture has more than once stated that
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all that he needs by way of foreign
exchange for importing of food is
hardly Rs. 2S to Hi. 40 ciores. I do
not know how these two statements
can be reconciled. The Food Minis*
ter has always taken pains to say that
he requires very little foreign ex
change, while the hon. Finance Mi
nister says that his main difficulty,
main obstacle or hurdle would be
over if only we could find the foreign
exchange for the import of rooagrains.

Apart from that, why should we
get scared about the food situation,
because really one or two years have
created certain difficulties? There is
no reason for us to suppose that we
are going to have bad yearj through
out the period of this Plan. There is
no reason for us to think that way
and play into the hands ol the vested
interests who are all the time want
ing to scare us about the order of the
Plan and wanting it to be pruned.
The food situation will improve very
considerably if we have a good mon
soon next year Even at present, as
the Finance Minister has himself said,
there is more than enough food in
the country itself If onlv we had
adopted certain efficient administra
tive measures in time, visualised the
situation and squeezed out what
is
there with the hoarders, the
food
situation would not be wha* it is to
day.
Therefore, 1 emphasize that
these difficulties are only of a tempo
rary nature and should not scare us.
If we are more judicious and discreet
in our import-export policy, if we
have a good export drive, if we take
good care of our food situation, it will
be possible for us to improve the
situation in a year or two and we will
be well on our legs to be able to
implement the Plan effectively.
While -I say all this, why do I sup
port all the taxation measures, the
heavy taxation measures which the
Finance Minister has brought for
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ward? It is simply because we are
assured that these measures have
been necessitated for the implemen
tation of the Plan, the Plan on which
our future prosperity is based. If the
hon. Finance Minister shows any
shakiness about it, he will do a great
psychological and political harm to
this country. I wish we stand firm
ly and resolutely and say that we are
quite confident and competent enough
to be able to implement the Plan as
it is.
It is true a complaint has been
made that the poor man has been
taxed, that the common man has been
taxed. But who lives in this country?
It is only the common man, the poor
man, and it is the poor man and the
common man who has to be taxed.
Not that I am unaware that we have
certain parasites, that there are cer
tain exploiters, but we have also
adopted measures, measures which are
important not because we will be
able to collect Rs. 20 or Rs. 15 crores,
but because they give a particular
direction to our future tax structure.
The little time that is being allowed
is, as a matter of fact, a very valuable
time for the adjustment of our friends
there. Whether the Finance Minis
ter stays or not, the common
man
will stay and he is strong enough to
see that there is no exploitation.
While I say all this, while I sup
port the taxation measures, I cannot
support this Government and I can
not support the arguments, the peurile
and plausible arguments, which are
put forward by the Government in
support of their administrative struc
ture, in support of administrative
efficiency. The Government has not
been able to acquit itself in this mat
ter satisfactorily. There Is consider
able room for efficiency and economy.
There is a lot of duplication, there is
considerable wasteful
expenditure
and extravagance, there is not the
least doubt about it.
I will just ask a simple question, to
test the sincerity of the Government,
so far as economy is. concerned. We

(No. ?) Bill, 1 W

10246

are talking all the time about the
disparity in salaries in the service#.
It was ten years back that the first
pay commission made its recom
mendations.
Among others they
made a clear recommendation that it
was high time disparities were re
duced, that the highest salaries should
be cut down to Rs. 2,000, that there
should be no departmental head get
ting more than Rs. 2,000, that certain
specialised jobs like that of Members
of the Railway Board, General Man
agers etc., should be fitted in some
way between Rs. 2,000 and Rs. 3,000.
I would be extremely happy if we
are able to pay our highest men in
the services Rs. 5,000. Who will be
happier than ourselves? But I want
to know whether this is the policy
of the Government, whether it is the
view of the Government that these
salaries are proper. If they feel there
is disparity, they have got to bring
down the salaries. May 1 know what
steps have been taken in view of the
recommendations made by the first
pay commission?
We have appointed another
pay
commission. What is the use of these
commissions if wte are not going
to
implement their recommendations?
What arguments have the Government
to justify their action in not taking
any steps anty still saying all
the
time that there is an economy drive?
Again, we find that certain economy
units have been set up How can
these economy units be of any use
and utility? I wish to invite the at
tention of the Finance Minister to the
report of the reforms reorganisation
commissioner in U.P. He went into
ail these matters about the efficiency
and economy m the services below
the tahsildar level, and in his repon,
he submits that there would be a
s a v n g o f a b ou t Rs 2 crores a year.
If in on e State of Uttar Pradesh,
ju st b o lo w th(- tah lldir le v e l, a re
cu rrin g

ye

ccon om v

of

Rs. 2 cro re s a

could b o efToctod, let us con- der
w h a t would be the economy which
would be effected in the entire coun
try m the various States and at the
Centre.
it

-
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What we need i* not th«M economy
units. They are a oon tru in g pro
cess, no doubt; they will be there,
and they have their own place. But
the first thins which we need is a
sort of a commission, a commission
not of the Members of Parliament,
as suggested by my hon. friend, but
a commission of the nature of the
Hoover Commission. What did. they
do m America? When they found
that there was duplication, that there
was extravagance in all the quarters,
they appointed a commission. They
did not appoint these units in
the
various Ministries, but they appoint*
ed a commission which was presided
over by a personality like Mr. Hoover,
who was the President of America.
If my hon. friend reads the report of
the Hoover Commission, he would be
disillusioned.
Shri T. T. Krlshnamacliari:
With
what result?
Shri HarJsh Chandra Mathur: We
shall be able to take care of this
extravagance and duplicity and ad
ministrative economy only if we take
those administrative measures.
I was very much heartened by a
statement made by the Finance Mi
nister in the other House. It was a
very pertinent statement. He isaid
that in a welfare State and in a
socialist State, the division of res
ponsibility between the Centre and
the States vanishes. And he takes
all the responsibility, and very right
ly so. But may I know whether he
has been able to give any practical
shape to this fine sentiment which
he has expressed on the floor o f the
other House, that there was no divi
sion of responsibility, and ultimately
in a welfare State and m a socialist
State, the responsibility vanishes, and
the Centre must see that the people
are taken good care of? That is a
very fine sentiment. But what has
happened to it?
I shall just give two facts and
figures in regard to the State of
Rajasthan. As I stated the
other
day, the per capita expenditure on
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the developmental departments is
the lowest in India, almost the lowest
in India; as against this, the per
capita expenditure on administration
is the highest. What good care has
my hon. friend taken o f the State
of Rajasthan, where we do not spend
much on the developmental side, but
our expenditure is the highest
on
the administrative side? The State
of Rajasthan may be responsible for
certain reasons. Here, I would like
tQ refer to one particular point about
which a repeated request has been
made to the Minister, but he does
not recognise it even, and he has not
even done anything about that parti
cular recommendation which has beeh
repeatedly
made. The
State o f
Rajasthan has an international bor
der of 600 miles, but the entire bur
den of patrolling and other things
is to be borne by that poor State
which is already spending the highest
per capita expenditure on adminis
tration. The Centre is not prepared
to give them any assistance. How
can these States carry on? I would
request that proper attention is given
to these vital matters.
Dr. P. Sabbarayan (Tiruchengode):
I entirely agree with the Finance
Minister when he says that the core
of the Plan should be carried out.
Take, for instance, the three steel
factories which we have now got. 1
do not think it will be wise to prune
that at any time, for the simple
reason that we have put so much
capital into it. The sooner we get
these factories into production, the
better it would be for all of us, be
cause they will give a return for the
capital that we have invested.
With regard to the taxation mea
sures, I do still feel that he should
not have reduced the income-tax
level from Rs. 4200 to Rs. 3000. The
money value, as the Finance Minister
knows as well as I do, has come down
a great deal. The cost of living has
gone up. And if he reduces the level,
as he has done, then he would be
putting a greater burden on the man
In the middle income group. Now,
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the Finance Minister has reduced it
toRa. 3000, that is, to any person who
gets aa incoipe
Rs. 250 a month.
A n ordinary family in this country
is 6ompoaed of husband and wife and
five children, and the education of
these children' has to be attended to
«s well. (Interruptions). And Rs. 250
will not go a long way in finding the
food, clothing___
Mr. Deputy-Speaker: Let there be
no dispute about it. The number of
children can differ* from individual
to individual.
Shri Bra] Raj Singh (Firozabad):
How many has he?
Mr. Deputy-Speaker: None. The
hon. Member might continue his
speech.
Shri C. D. Pande: That is a per
sonal matter.
Dr. F. Subbarayan: I do not think
my family is concerned in this. I
was only talking Of an average family
in this country. That family will find
it difficult to manage with Rs. 250 a
month, because the taxable limit has
now been made Rs. 3000. So, I still
plead with the Finance Minister, in
spite of his statement that the tax
able base should be fnade broader,
that he would still feel sympathy for
these middle classes, because they are
the foundation of the country, if I
may say so, and unless they are kept
free from want, we shall be really
doing damage to the whole structure
of society.
My hon. friend the Finance Minis
ter said, when one hon Member
referred to the fact that he was
going to the USA and asked whether
he would be able to raise a sizable
loan to get over our present difficul
ties of foreign exchange, that he was
not going on & begging mission. 1
entirely agree with him.
Shri T. T. Xrishnamachari: I never
said that. I merely said that
my
purpose was different. I am going:
to attend a meeting.
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Dr. Y . Snbbaryaa: That is true,
that he is going to attend a meeting,
because everybody knows that as tfte
Finance Minister of the Government
of India, he is a director on both me
International Monetary Fund and tn«
World Bank. But what I mean 1*
that while he is there, he might as
well utilise his spare time to see
whether we can get a sizable loan
to get over our present difficulties
with regard to foreign exchange.
Shri Ferae Gandhi (Rai Bareli):
Shri Krishna Menon is also going.
l>r. P. SWbbarayan: Shri Krishna
Menon is going on a different mission.
Shri Ferote Gandhi: TJe can help.
Dr. P. Subbarayan: I hope he will
also help if necessary. But the chiet
function is that of the Finance Minis*
ter himself, because he is concerned
with the finances of this country, and
it is his job, and it is his duty to find
out whether ifere can get any help,
not in any begging manner, as he
himself would admit, but by seeing
whether he can influence people that
our finances are in such a state that
they will be doing no injustice to
themselves or to their credit by
lending some money to this country,
which will help the country to tide
over the present difficulties.
There is no doubt, as he himseU
has admitted, that we are in a critical
position, as far as foreign exchange is
concerned. I know we have tried to
raise a loan in the UK market. But
the UK finances, as has been stated
by the Chancellor of the Exchequer,
are almost in as bad a state as ours
are in, and so, that source is almost
dried up. So, the only source avail
able is perhaps the USA. It is our
fortune that because of his occupa
tion as director of the International
Monetary Fund and the World Bank,
our friend is going over to the USA,
and that is a field in which he could
find out what amounts may be avail
able and on what terms, because the
terms are as important as the funds
that would be available, tor, as has
been stated by the Prime Minister
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[Dr. P. Subbarayan.]
time and again, we do not want to
Set tied up with any strings. But I
do not think there w ill be much in
the way of airings, because the USA
people themselves realise that unless
this nascent democracy in this coun
try is kept up and helped to develop
in a democratic way, it will not be
easy for democracy to prevail in
Asia.
Therefore, the United States is as
much interested in the growth of
democracy in this country as any
other country in the world. Hence I
feel this is the time which my hon.
friend, the Finance Minister, can take
advantage of in getting the necessary
finances for getting over our diffi
culties of foreign exchange.
There was a little talk tbout the
tobacco tax, especially with regard to
what we call chewing tobacco.........
Shri T. N. Singh (Chandauli): And
the hookah.
Dr. P. Subbarayan:
about which
difficulties have arisen in the south.
But my hon. friend said that he did
send an officer to that area and he
found there was over-production and
that was the reason why prices had
gone down. He also said that he
would look into this matter; though
the tax might be kept at 8 annas a
lb., still he would see what help could
be given in order to get over the
difficulties these growers of tobacco,
specially in the south suffer from.
My hon. friend, Shri Barman,
alsp
referred to West Bengal, where
I
believe with regard to hookah tobacco,
the situation is almost the same. But
in view of the promise he has given
that he would look into this matter
and see in what way help could be
given to these people, I do not want
to press him further on this subject
o f reducing the excise duty from 8
annas to 8 annas a lb.
My hon. friend on the other tide
talked of defence expenditure and said
that the more expenditure we had

< * * . X> B O , 1tW
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to incur with ntgmd to our defrnot
forces, the low would: be A * money
available for oa r Plan. I eatirely
agree with him, but these ia also thia
to be said that w e cannot give up
our defence establishment. as we have
got to keep it up to the strength
necessary for defending this country
if—God forbid—anything even acci
dental happens. It was only yester
day that the Prime Minister replied
to a short notice question with re
gard to what the Foreign Minister o f
Pakistan said. They are at least
giving out to the world that
there
are Russian bases all over this coun
try. I do not know where my friend,
Mr. Feroze Khan Noon, got this from.
At one time, 1 did know him rather
intimately also, but I did not think
that his fanciful imagination would
go up to this extent, of saying that
theTe are Russian bases in 1his coun
try. Perhaps he wants to cover up
his own sins, because I do assert they
have American bases in their coun
try and, therefore, they think any
name is good enough to hang the dog,
and if they say there are Russian
bases in this country, perhaps the
world will believe that there
are
Russian bases.
That apart, what I do want to say
to my hon. friend, the Finance Minis
ter, is that he cannot possibly prune
our defence expenditure, situated as
we are at present. We know that on
the other side Pakistan i;* getting free
armament from the United States.
As far as I understand defence, even
for the purpose of defending one’s
country, one must have at least 1|
times the forces the other man pos
sesses—even if you do not want to
attack, if you have only to defend
yourself.

When such is the case, naturally
our defence expenditure has got to go
up when you find that the other coun
try is getting so much free. We have
got to get It in the open market and
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are hcvc to pay for it Therefore, I
hope in thinUng of bis financial
raaouroe*. ray bon. friend will not in
any way cut down our defence ex
penditure for the present, because it
is as low as we can possibly keep it
under the circumstances we find our
selves in.
One word more, with regard to
rural water supply. I would like my
hon. friend, who comes from the part
of the country I do, where water
supply is really very poor and where
it is very difficult even to tap water,
and where, as he himself knows, the
State Government, though i* is their
duty to And the money for this pur
pose, are not so well situated—not
that 1 say the Central Government
are better situated; but they can go
to their aid—to look into this ques
tion. I hope he will keep this ques
tion of supplying money for rural
water supply at least in mind and see
that fresh water is available to every
one in the country.
I wish him success in his venture,
especially of his tour in the United
States, and hope he will bring back
with him good news. In tpite of his
saying he is not so hopeful and all
that, I hope that with persuasive man
ners, he may be able to raise the
money we want in the United States.
Some Hon. Members rose—
Mr. Depnty-Speaker: I am sorry
that certain hon. Members could not
be accommodated within the time at
our disposal. I am sure they would
have made useful contributions to the
debate. I assure them that I will try
to give them chance during the clause
by clause stage.
Shri T. T. Krishn&machari: Mr.
Deputy-Speaker, Sir, I am not in a
position to say that I feel happy over
the discussion we have had since yes
terday on the Finance Bill on the
floor of the House. 22 hon. Members
spoke, and I have listened to them
^rery carefully. Bat while most of
them are critical of the Budget,
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nobody really offered any solution for
our troubles which this budget is
intended partly to meet.
1SJ7 hrs.
[Mr. Speaker in the Chair]
I am rather disturbed to find that in
spite of what 1 have said on the floor
of this House not only at the time I
presented the Budget but later on on
other occasions, these utterances of
mine seem to have had no effect gene
rally on the Members of this House
and there is still not sufficient appre
ciation—whether wilfully or other
wise—of the taxation policy underly
ing the Budget.
In winding up the debate on the
Demands for Grants of the Finance
Ministry, I mentioned that I would not
deal with all the subjects raised at
that time by hon. Members, but would
divide up the subjects to deal with
them partly at that time, and the rest
at the time of the Finance Bill discus
sion. I therefore propose to make
another attempt to set forth my view
on the role of taxation in a develop
mental economy, and of the need for
the kind of taxation I have ventured
to propose to this House in the context
of the present economic situation.
Some reference has already been
made, both directly and indirectly, to
the monetary and credit policy, parti
cularly by Shri Prabhat Kar when he
spoke sometime back in this House. I
shall deal with this aspect also One
or two hon. Members, notably Shri_
Harishchandra Mathur, still remain
unconvinced about the policy pursued
by this Government in regard to the
utilisation of foreign exchange. I have
spoken at considerable length, on this
particular subject. I do not think it
worthwhile my going through this
ground again, though incidentally I
might have to refer to this matter in
connection with our approach to the
Plan in the course of my remarks just
now.
The one point which, I think, hon.
Members would like to know—which
they do not know already—is this.
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[Shri T. T. Krishnamach&ri]
I have here a set of amendments in
regard to the detailed provisions of
the Finance Bill which, in one sense,
are supplemental to the main prin
ciples behind the Finance Bill. Many
hon. Members from the Opposition,
notably from the communist party
have proposed amendments which, if
accepted or passed by the House,
would mean that there would be no
additional revenue.
\

There are, I think, some hon. Mem
bers on this side of the House who
would like to propose amendments m
regard to certain direct taxation
aspects of this Budget which will
again mean, if accepted, that there
will be no revenue from the point
of view of direct taxation.
I wonder if hon. Members have
realised the fact that this House
debated at length for a number of
days the Demands of the various
Ministries which this House has passed
in entirety. There has been no cut
at all, in regard to the proposals put
forward by Government, no cut
which has been made by the House
and which has been accepted by Gov
ernment, because the House has
accepted
the
Demands
in toto.
Naturally, if I am going to be pole
mical I can ask hon. Members, how
are these Demands to be met and
where is the money to be found?
Even, as it is, hon. Members will
realise that in introducing the Budget
I mentioned that there are certain
shortfalls and the shortfalls have to
be met by the creation of Treasury
Bills so that the Budget might be
complete And, I had envisaged a
sum which is frightful indeed so far
as I am concerned. It is somewhere
near Rs. 275 crores.
In judging this particular measure
before the House, I feel that hon
Members should have taken note of
the fact that they stand Committed to
this expenditure and, therefore, if
they reject my proposals for meeting
that expenditure they must also sug
gest alternative methods of finding
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the money. Of cburse, some sugges
tions have been made to which I will
refer presently. But, in the main, 1
do not think 'any proposals have been
made by which it would be possible
for us to collect Rs. 100 crores with
out any of these ineasure9—that
is the barfest minimum that is neeeesary for carrying through the Demands
as they were apprctfed by the House.
Twenty-two how. Members spoke
and it 'would be rather difficult for me
to single out the various statements
made by hon. Members and reply to
them. I would oaly have to take the
representative criticisms and answer
them. I hope the communist party
will not be offended, and my hon.
friend Shri Nagi Reddy will not be
offended if I give the pride of place
to my hon. friend Shri Minoo MasanL
An Hon. Member: He always get*
it.
Shri T. T. Kri»finamar.h»ri; Shri
Masani speaks with that assurance
which respect gives to a person. Long
familiarity with this House, a familia
rity with the international atmosphere
and a close knowledge of the working
of big private enterprise, undoubtedly,
make Shri Minoo Masani a person
who is to be listened to with respect
and attention even though one finds
himself in the unfortunate position of
not being able to accept any portion
of his advice.
Shri M. R. Masani (Ranchi—East);
It is my misfortune
It

Shrimatl Tarkesbwari Sinha (Barh):
is tragic.

Shri T. T. Krishnamacharl: The
tragedy of it—as my hon. friend
Shnmati Tarkeshwari Sinha mentions
—is that Shri Masani gives in my
mind mixed feelings, not quite so
mixed as the mixed economy which
he supports—gives a feeling of dismay
and apprehension in my mind. And
it is more than the feeling of pleasure
when I hear him and when I have
a chance of crossing swords with him.
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As Z said before, I have taken
%very opportunity on the floor of th.ii
House and even elsewhere to explain
tfee rationale of my tax proposals, and,
I am prepared to go the ground over
again If necessary. But, I have no
hope, no 'shadow of hope of convincing
Shri Minoo Masani, that my tax pro
posals are rational and necessary,
because, to use a Biblical expression,
it is easier for me to go through the
needle’s eye than to convince Shri
Masani.
Shri Masani thinks that all this
taxation has become necessary because
o f one particular act of this Govern
ment and, if I may say so, of this
House—because the House is a con
tinuing entity—that is, the Govern
ment sponsored a Plan and the House
has approved of it. It is a Plan that
is ambitious and that is the root of
all trouble. In one sense, I admire
Shri Masani. Instead of disliking the
Finance Minister or the Members of
the Congress Party, for whom, I have
no doubt, he has warm friendship
(Shri M. R. Masani: I like him) he
dislikes something which is inanimate
and does no harm.
He thinks:
•Why not I have a fling at the Plan? I
am doing you no harm.’ If this is his
intention, I have no quarrel with him.
But the trouble about it is that if I do
not take him very seriously, the next
thing I shall hear is, ‘Oh! Shri Masani
just put forward the ideas o f the elite
of the country which the Finance
Minister has not been able to answer.
Therefore, he has accepted that the
view of the elite is the correct one;
only he is helpless either because of
the party to which he looks or because
he himself is so idiotic that he cannot
see the correct path.’
Shri Rang* (Tenali): Poor fellow!
Shri T. T. Krishnamachari: Whether
the Plan is big or getting bigger or
not, taxation of this order this year is
inescapable, if the deflationary pres
sures are not to be allowed to get out
of hand. It is not merely the Plan,
because hon. Members have made
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mention of Defence, which requires
this taxation. Moreover, there are,
as I have repeatedly stressed, long
term considerations. The tax system
has to be expanded and made more
elastic.
When Shri Masani made mention o f
one way of making money, more
money by means of additional tax
collection, he knew as nobody else in
this House knows, that he Is making
a suggestion which, if accepted even
and relied upon, would mean nothing.
(Shrt M. R. Masani: Question.) As a
businessman he knows how the busi
ness mind behind business works.
Shri Masani, as I said, has an inter
national outlook. Maybe like myself
he suffers from long-sight—I mean
metaphorically. I suffer from physical
long-sight and Shri Masani suffers
from metaphorical long-sight.
He
casts his eyes wide and he finds
Burma. He commends the example
of Burma to us. It is good although
it is virtually a socialistic economy.
And, Burman socialism, even hon.
Members on this side will not want.
But I should like, in return, to com
mend to Shri Masani Burma’s example
in the matter of enlarging publicrevenues, in the matter of making the
grain trade a State monopoly.
The Government of that country
gets a much larger share of the
national income into the
public
exchequer than we do. Shri Masani
asked me to copy Burma, which I hope
he would not ask me to in all serious
ness. He should ask me to go the
whole hog. I am sure he won’t
Shri M. R. Masani: They are retrac
ing their steps....
Shri T. T. Krishnamachari; .........
because Shn Masani’a criticism is
selective and discriminative, not dis
criminating.
Shri Masani chooses
excises. He argues that these are
inflationary. On this point also I shall
say that in a situation which is already
inflationary, excises divert a part of
the excess profits into the hands of
Government. Prices in such a situa
tion are determined by the play of
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[Shri T. T. Krishnamachari]
market force*.' Hon. Members do
understand that they tend to touch
the maximum that the consumer will
t>ear. In some oases excise duties do
^undoubtedly raise the price. It has
raised in the case o f sugar, but actually
the price level today is much higher
than what the additional excise will
warrant. But the aim in such cases
is to restrain consumption in the
interests either of domestic investment
or of export.
I do not deny that the new excise
duties are stiff. I said so at the time
I introduced the Budget. But, when
people like Shn Masani talk about
burdens on the common man and the
far reaching adverse consequences
likely to follow, may I, Sir, in all
humility point out that Shri Masani
falls into the trap of over-stating his
case One hon friend yesterday men
tioned a very nice story about this
common man. It was translated to
me and it is worthwhile repeating it
here. It is not my story, it is the
story told by Shri Mulchand Jam. He
mentioned the story of two people
travelling together, one nch and the
other a poor man The poor man had
Rs 20 and the rich man apparently
hr<) a lot of money. The rich man
devised a way of finding somebody to
watch his money. He told the poor
man, this place is infested with
dacoits and you may lose your Rs. 20.
The poor man asked, what shall I do.
The nch man told him to keep vigil
overnight and he went to sleep. I
did not know Shri Mulchand Jain
designed a story for Shri Masani,
because Shri Masani is a rich man in
this case and the poor man is the
man who keeps vigil throughout the
night merely because he threatens the
poor man that he will lose his Rs. 20
I can understand my hon. friend
here speaking about common man.
They know it is a fiction in most
countries, that the common man is
ground down, that he has got to con
form to a pattern and stick to that
It Is a political cliche, and nobody can
.say that they are on the side of some
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body else. They are only on their
own side. They are neither with the
common man nor with the rich man.
They are independent. They want
their power to be augmented. But
Shri Masani is not like that. H e re fore, he must realise that when he
speaks of the common man, I am
afraid, he is doing himself, his own
class, the elite of India a lot of
injustice; no injustice to the common
man I assure him.
Shri Masani did not only cast his
eye eastwards, he looked westward,
because he is a person who does
research, and research has told him
that Mr. Gomulka has adumbrated
new theories I am prepared to accept
Mr. Gomulka. Mr. Gomulka might
become a Kadar, he may not be a
Nagi That danger is always there
When we do not know our friends,
we do not know which way they go
That is why our foreign policy is
better, because we do not know
exactly which way the cattle will
jump; we would like to keep quiet
Shri Gomulka says certain things.
He is now ordering the economy of
Poland I am sure he is wise I am
sure he is doing the right thing I am
sure he is going to do a lot of good
to his country. But why choose
Mr Gomulka’
Shri M. R. Masani: Because he is a
reformed economic rake.
Shri T. T. Krishnatnachari: I see. I
did not know that element of Shr*
Masam’s make-up, his sympathy for
the people who are reformed. I <10
not know where he is going to join
next. My friend Pandit Thakur Das
Bhargava is not here, otherwise I
would have told him here is a person
who is fit enough to fill that parti
cular Ministry, namely, Ministry of
Social Reform.
Well, you cannot consume as well
as invest more at the same time,
unless the size of your cake is expand
ed. All that I am trying to do is to
increase the size of my cake. Of
course, Shri Nagi Reddy say*, your
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.cake has got a lot erf flit, I am going
to scratch it. Please do it. I do not
mind if you scratch the gilt. It does
.not do any harm. What 1 am con
cerned is about the cake and the
nutritive quality of the cake. Hie
£ilt can go. You can have all the
gilt. Scratch it and take away all the
gilt, but the cake has to expand. That
ig exactly why some purchasing power
'lias to be mopped up through taxation.
I hope my hon. friends will bear
with me, because they will think that
I am taking all my time to talk about
.Shri Masani. What can I do? I have
got some partiality to him.
Shri M. R. Masani: You are being
unfair to them.
Shri T. T. Kjrishnamachari: Shri
Masani said that if he were in charge
he would not have taxed anyone. May
I say amen? If I am in charge I won’t
tax anyone. The House passes the
demands and I have to find the money.
It is a very queer position indeed,
and I am completely in sympathy for
him. If I could be I, the individual
I, without any responsibility, I would
not tax anybody. I do not like it.
He said he would not tax anybody
until he stopped all evasions. I do
not know. 1 am quite prepared to
ask for his advice to stop evasion. If
he can give it I am even prepared to
pay a fee. I now say in all solemnity,
if any person in this country is going
to tell me how to stop evasion, instead
o f writing anonymous letters and say
ing that so and so has evaded paying
tax—it always
comes
from
an
employee—I am prepared to pay him
a big prize. I shall pay him better
than what we pay the informers, I
shall pay him a percentage also.
Shri Tyagf (Dehra Dun): Why not
pay me?
Shri T. T. K rlshnamacharl: The only
trouble is that my hon. friend has
tried it and failed.
Shri Tyagl: My arrears.
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Shri I . T. Kriflhnamachari: Shri
Masani knows fully well that while
we have to do it, to say that we will
stop it is an impossible task. There
could be no complete stoppage at all
times. We have to do it. But I can
not do it overnight. I have not got
a magic wand which will enable me
to say that all evasions have to stop
today, and just carry on. Shri Masani
himself knows, if I devise one method
and stop evasion something else will
start. If I tax dividends then the
shares will be transferred before
dividends are realised. If you try to
tax the shares then it will go some
where else.
All these things have
happened. And, certainly, one set of
people who are immune to any magic
influence are the tax evaders.
That is why we tried ‘built-in
checks’ . It is because I have taken
to heart even before Shri Masani
mentioned it that evasion should be
stopped that we have brought in this
complex picture of tax that we have
before this House, so that by various
devices we might check evasion to a
large extent, which we hope we would
be able to do in time.
Then, a point has been mentioned
that there are too many taxes in one
year. I think it is much better to
have too many taxes in one year and
say: no further taxation of a serious
kind, than to go on bringing it in
driblets. When you do a tax reform,
you are making a big change. You
have to make the change and use the
rest of the time to see where are the
loopholes which you have to plug.
Therefore, I think Shri Masani has
provoked me to state my taxation
policy a little more clearly, and I hop*
the House will not mind if I take a
very small portion of their time to
mention what we really intend to do,
what is our policy, what is our theory.
I, therefore, would like to re-state the
role of taxation in • developmental
economy in general, and as it applies
at this particular Juncture.

10263

finance

27 AUGUST 1057

[Shri T. T. Kriahnam&chariJ
M hrs.
For financing development on a
scale and pattern visualised under the
Second Plan we have to depend or
» l y very largely on taxation which,
a* I have said before, is not merely
desirable but also essential. It is
desirable because of
its
relative
superiority over other alternative
methods of raising resources. It is
essential because of the logic of the
circumstances through which the Plan
has to be steered through if a lasting
solution to the problem it seeks to
answer is to be attained. In particular, the case for raising a greater
part of the resources for the Plan
through taxation than was envisaged
in the original scheme of finance rests
on a number o f considerations. May
I state those considerations as briefly
as possible? One of them is that it
ensures a sizeable proportion of the
resources required for development
in the public sector and on a continual
basis, thereby imparting an element
o f certainty and continuity in the
planning endeavour and in effect
underwriting the success of tile public
sector cd the Plan to a large extent.
The second is that if it is appro
priately designed, it acts as an instru
ment not only to mobilise a part of
the current flow of private savings
but also of generating additional
savings. In either case, whether by
canalising unused or inappropriately
used savings into socially determined
uses or by restraining increase in con
sumption, the effect of it i® that it
promotes a very effective utilisation
o f the community’s resources for
building what you might call a durable
economy which will ensure prosperity.
It is to be flexible and adaptable to
the requirements of development in
the context of the objectives defined.
But they may be questioned. But
broadly, they have to be accepted,
and it should be capable of quict^ and
far-reaching changes in its form and
structure, conducive to planning for a
more egalitarian and prosperous
society, functioning as it has to be,
under a democratic set-up; also for
Initiating economic and social change
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in the desired direction without
unleashing what
may be called
counter-pressures or forces of instabi
lity, as. it would be true if we resort
to market borrowings and even more
to deficit financing on a large scale.
It has to be discriminatory in its
effect, its burden being capable a t
regulated distribution in accordance
with the socially determined criteria
and in a manner as to impinge more
heavily at specific and preferred
points desired in the scheme ef socio
economic regeneration of the country.
This is because it lends itself to a
wide differentitation and progression
and, at the same time, it offers ample
scope for a balancing if the some
what conflicting objectives of equity*
stability, incentives to work, to save
and to invest. It is an instrument for
an over-all fiscal discipline that can
go a long way towards regulating the
ebb and flow of economic activity, and
through the devices of a well-designed
system of allowances, concessions,
rebates and differential treatment for
preserving and promoting incentives
to production and investments in the
required direction and on the desired
scale.
It might look a little academic, but
it is necessary that these steps have
to be taken because they are a neces
sary complement to the other ways of
raising resources inasmuch as it acts
as a corrective to socio-economic
repercussions such as that of market
borrowings or deficit financing will
give rise to. Their regressive effect
on income distribution or destabilising
pressures could well be countered by
suitable accompaniments in the field
of taxation.
Therefore, taxation has an increas
ingly greater role to play if the targets
of the Plan investment set under the
second Five Year Plan are to be
achieved, inasmuch as it has the
potentiality of ensuring that the neces
sary resources do in fact become
available and are not frittered away
in excessive consumption, that the
sacrifices involved
are
equitably
shared and the system of restraints
and incentives appropriate to economy
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and effective enough for directing
investments on a large scale into
channels essential for promoting a
balanced attainment of social and
•economic objectives is kept in view
-and is constantly built up.
I have said all these just to indicate- '
to this House that this year’s tax
proposals have to be viewed in this
light. The effort is indeed large; it
promises in a full year a yield of
about Rs. 100 crores and an addition
to the current year’s
additional
revenue of about Rs 80 crores, not
taking into account the taxation that
has been imposed during the last year,
and the benefits of which will
undoubtedly go to this year. This is
the minimum that has to be raised by
way of taxation, if the step up of
Rs. 150 crores in the Plan outlay over
the level reached last year has to be
financed. I cannot see how else it
can be done.
There is again the
inevitable
increase of Rs. 50 crores in defence
expenditure which, I think, is a
modest
estimate.
Its essentiality
emerges from the fact that other
alternative sources can hardly be
•expected to bring in the increased
resources under the present circum
stances. The already tight situation
in the money and capital market does
not offer prospects for any sizeable
step up in the long term borrowings.
The signs of upward pressure on
prices being on the horizon, prudence
and caution precludes any greater
measure of reliance on deficit finan
cing. External resources now avail
able are hardly up to even our
expectations. A sizable addition to
our tax revenue as envisaged in this
year’s proposals is, therefore, essential
for implementing the Plan without
inflation, for strengthening the forces
o f domestic stability and for supple
menting our efforts in augmenting, if
it is possible at all, our export earn
ings.
In addition, designed as they are,
they are intended to serve the objec
tives of equity, higher incentives and
a measure of progressiveness in the
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tax structure. The tax system emerg
ing from this year’s reforms would
be broad-bfcsed and develop a system
of internal checks and balances as
would render it more efficient, ensur
ing that the public exchequer gets its
dues and the tax-payer knows pre
cisely his liability, not only for the
current year but for more or less
during the Plan period as a whole.
That is my justification, and that is
the taxation policy about which some
hon Members opposite mentioned.
Now, to come to the Plan. Shri
Masani referred to the size of the
Plan. I hope Shri Masani is not tak
ing his cue from an economist who
has been arguing rather pathetically
that what we should do is just to
limit our investment plans to the
spontaneous savings that somehow
take place in the economy. We do
many other things besides. That is an
advice which, if followed, would take
us not merely to the edge of the pre
cipice but well deep into the abysmal
depths of bankruptcy. The Plan has
to do something much more than that.
It has to step up savings partly
through budgetary policy and partly
through other institutional devices.
The question has been asked: “How
far” ? I agree, there are limits to the
process in a democratic set up, and
even m a non-democratic set up, it is
rather difficult and we are discovering
it now. Shri Masani says that we
are committed to Rs. 4,800 crores, but
he started off with Rs. 3,800 crores.
I do not know if he said Rs. 3,600
crores, perhaps
Shri M. R. Masani: I said Rs. 3,880
crores.
Shri T. T. Krishnamachari: If he
had said Rs 3,600, I can gay that he
got it from the report of the Taxation
Inquiry
Commission. If
it
was
Rs. 3,800, it was purely a slip of the
tongue, and we should not take
advantage of that, for, everybody i*
likely to slip
Shri M. R. Masani:
generous of you.

That is

very-
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Shri T. T. Kriahoamachari: It is true
that in a sense the House is committed
to Rs. 4,800 crores expenditure. But
I am speaking of Rs. 4,800 crores with
all the gaps that I have envisaged,
which the Plan has envisaged: Rs. 2,050
crores in all. They are, Rs. 450 crores
by taxation, Rs. 400 crores unprovided
for and Rs. 1,200 crores by deficit
financing. Even for that, the addi
tional measure of taxation is neces
sary, because we cannot in the pre
sent circumstances, the prices being
what they are today, the food supply
being short, whatever the reasons
might be, undertake a deficit finan
cing of the magnitude of Rs. 400 crores.
Therefore, even if the Rs. 2,050 crores
of internal gap is accepted on the
basis of Rs. 4,800 crores, the new
taxes will be necessary. But then
Mr. Masani was only speaking about
one side of the medal.
The facts must be realised that not
merely this House accepted an expen
diture of Rs. 4,800 crores, but it also
laid its seal of approval on certain
definite targets m the Plan. I am
not prepared to enter into a dialectical
discussion whether the resources are
more important or the targets ara
more important. The resources are
undoubtedly important, but there
must be an honest attempt made to
raise the resources to the extent that
is possible, so that the targets might
be fulfilled, because the target is
more important than the resources.
If the resources were at all important,
I do not think the Planning Commis
sion could have accepted a gap of
Rs «2,050 crores m regard to internal
resources and a big gap in regard to
the external resources. Mr. Masani
was right in only one portion of what
he said, but that may not be always
possible Here is the other side of
the medal Both sides of the medal
have got to be looked at Therefore,
Mr. Masani must agree, I know he
will, that he made a slip when he
said Rs. 3,800 crores.
He made a slip again; for a moment,
he forgot the targets which the House
approved of. He refuses to accept
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that proposition. I cannot talk logic,
where a body repels logic.
All this talk of Government enlarg
ing th£ Plan beyond the original size
is out of place. Nobody wants to do
it. The strain on resources has grown
because of various factors, some
originating within the economy, some
outside. The House has agreed, for
example, to more defence expendi
ture. Many Members in this House
have said, “If we have an aircraft
carrier, why don’t you have sub
marines? Why don’t you increase the
number of squadrons in your Air
Force? What about spending a little
more money on the Army and raising
a few more units?”
'
My hon. friend there who is always
objective suggested that we should
have a committee set up, no matter
what the committee is composed of,
to find out how we can change the
pattern of our defence structure with
a view to using atomic weapons that
are
coming into
being. Atomic
weapons are not cheap and it is not
going to be done without increased
cost He did not realise that—he had
only to embarrass me over a parti
cular matter—the next day he was
going to say, “You should raise the
resources not merely openly, but also
overtly There are a number of hidden
things which nobody has seen.” May
be it might help us to buy at least a
specimen atomic weapon, in order to
tell o\ir people what atomic weapons
could be.
The House has also, accepted my
proposal to have a food subsidy fund
of Rs 25 crores
Shri Naushir Bharucha: I nevermade the plea that atomic weapons
should be purchased.
Shri T. T. Krishnamachari: I am.
very sorry I have misunderstood Mr
Bharucha, perhaps due to the defect In
my ear.
Shri Naushir Bharucha: The hon.
M nister was not here when I made
the speech. He was not listening.
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Shri T. T. Kriahuanuchari: I did
listen to my hon. friend. We have
other methods of listening. The E.N.T.
specialist told me that my ear is deaf
to high frequency voices.
The point really is that some of the
cost estimates in the Plan were on
the low side, and it stands to reason
that if, with a little more effort,
we
could
obtain
the
physical
targets corresponding to the finan
cial outlays
originally envisaged,
it will be a good thing. Nevertheless,
no one has said that we shall spend
any amount necessary, whether it is
Rs. 5,500 crores or more, that Is sug
gested if one just calculates arithme
tically the revised cost of the Plan.
There are limitations of internal as
well as external resources which can
not be ignored, and as I stated only
two or three days ago, in the House,
we propose to proceed realistically in
this matter.
What then, is the total outlay we
are aiming at? I think this question
put by any hon. Member here is legi
timate. But unfortunately, it is not
possible to answer it categorically,
because the Plan is
tied up with
particular tragets and the particular
resources, which cannot be tied up
really. When we say the Plan must
be achieved within
those resources
and the targets must be fulfilled, it
will be vitiated by being teleological.
Firstly, we have to make the
maximum effort to raise domestic
resources
and
cut
our
deficit
financing down to the minimum. That
is, wc must strengthen our defences
against such inflationary pressur-.’s as
cannot but be released while we are
implementing the Plan. Further, we
have to exert ourselves more in re
gard to finding what you may call
foreign exchange. As hon Members
know, a developing economy needs
foreign exchange considerably more
than a static economy.
One pgint 1 would like to make
now is this. I do not think it is a
mere matter of personal belief or
personal assessment or even because
of the chance that I am Finance
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Minister here that I have to say so.
I think any unbiassed observer or
anybody who knows about the econo
my of the country will agree that
India's economy is basically sound.
Other countries round the world—I
need not give instances—have their
inflation problems, even though they
are all very well developed. There
is no reason why the Indian economy
should be considered anything but a
good field of investment by outsiders
who have the capital to invest.
So far as the Plan is concerned, I.
would again say it is a flexible one.
But it does not mean that Mr. Masani
should say, "You say it is flexible;,
mike it Rs. 3,000
and don’t tax” .
After all, Mr. Masani is not concern
ed about taxation, because he is real
ly not concerned about excise duties.
It is no use telling he is. All that
he is concerned about is, somehow
or other, the Plan is his blind spot
and he would like that to be remov
ed.
While making it flexible, we are
going to approach pragmatically and
realistically, but we cannot at this
stage say that revision or rephasing
or pruning of the Plan we shall need.
The task is being done and we are
keeping a close watch on -t. We
shall strain every nerve to raise the
required resources, both internal and
external, and naturally, the Plan out
lay will be adjusted to the resources
finally available.
Therefore, I will come back to the
burden of my song. I am unable to
agree with hon Members whosoever
they are, on this side or that side, in
the front or in the back, that the Plan
is too large and therefore it should be
given up; that the large Plan engen
ders heavy taxation and therefore the
Plan and the taxation should be g ven
up The taxation that I have sug
gested will be necessary even for a
smaller Plan. I will repeat that, even
though it might be nauseating.
Whatever adjustments are requir
ed, the important point is that wemust place our tax system on a
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progressive and efficient basis and we
must make the fullest effort that we
possibly can to work up to the tar
gets we have accepted. 1
would
again repeat that there is no ques
tion of defeatism, a phrase used pretty
often. It is not the work of a single
man. It is not the Finance Minis
ter alone; it is the Government that
is responsible. It is not the Govern
ment alone; it is the Party that is
responsibe, It is not the Party alone;
every Member of this House who is
interested in the country is responsi
ble for seeing this Plan through and
that, Sir, is the main justification for
my taxation proposals.
There is no use; politically, of
course, we might think it a good fun
that we will vote down, if possible,
all the new taxes and bring the Gov-emment into trouble. If that is the
point of view, I would agree. Shri
Nagi Reddy apologises
today for
opposing the Finance Bill because it
is his first speech. He is there to
oppose and reject the
proposals,
because politically, he must see this
Government out. But, when
we
come to discuss the question of the
economy of the country outside this
House, my friends there must also
agree that we have to put our heads
together and make the
maximum
effort. In putting that effort, we
should see, as far as possible, that the
burdens are distributed fairly evenly
to the extent that is possible.
The tax structure itself is moribund
today, which will not yield anything
more. If tomorrow I will withdraw
all my proposals of direct taxation
and say, all right, let the status quo
remam, and if I raise the income-tax
from 93 per cent to 99 per cent., I
will get Rs. 2 i crores. Of what use
is it 7 We should be able to make
the tax structure more resilient so
that in times of need, we may have
a surcharge of 10 per cent, or 20
per cent, for a year or two, the person
would also willingly pay because he
knows that it is g)ing to be for a
short time, and we would get Rs. 50
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or 60 crores when we need. A tax
structure which is moribund, which
has nothing elastic, has to go. There
fore, we have made .an attempt to
revue it.
There is no question of adhering to
any particular line
indicated by
somebody. It is something which we
have to devise in this country. The
administrators have to look into the
problems of this country in devising
the taxation. We must still make
mistakes. If the tax structure as it
is approved, it can be looked into,
scrutinised
and loopholes plugged
so that, progressively the realisation
will be more. Somebody said that I
am going to raise rate structure next
year. I may be a fool. But, I am
not that much of a fool. If in next
year I am going to raise the rate. I
am not going to say this year. I
believe that the tax structure is such
that it will give a progressively in
creasing yield both by way of stop
ping inflation and by way of generat
ing fresh incomes.
I feel that though the House has
been generally critical and some
times even devastating in its criticism,
I have no doubt in my mind that att
of them want that the Plan should
go through, all of them want a more
radical and rational tax structure and
all of them want that inflation should
be kept under check. I also agree
that, to the extent that it is necessary
to minimise the hardships to the peo
ple, we should attempt it. If advice
is given, it should be examined and
if it is worth being taken, it must be
taken, no matter from what quarter
it comes As I said, I hope my hon.
friends opposite would forgive me for
saying that I recognise that the oppo
sition here is something for which they
are here.
But, I would also ask
them to recognise that they have some
duty beyond opposition, some duty
probably for the country. I do expect
that not merely they, but the other
Members also would not be niggard
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ly and chart of giving us that support
when that support is needed for us
to make this Plan a success, which,
to my mind and to the mind of my
coUeagues, seems to be the only way
in which we can raise the economy
at this country.
Hon. Members will,
undoubtedly
speak on particular items of taxation.
But, as I realise that the main dis
cussion itself is a discussion of gene
ral principles, I have taken so much
time in trying to make clear, to the
extent that I am capable of, the prin
ciple underlying the Government’s
lax proposals.
One other matter I would like to
mention before I sit down, and that
is with regard to the credit structure.
Shri Prabhat Kar made this point
the other day. I Hke to say that it is
a matter which is engaging our seri
ous attention. Probably that credit
structure as it is today Is not pliable,
flexible enough to meet with certain
tendencies that have developed. We
are learning. The checks and direc
tives that have been imposed by the
Reserve Bank have brought the level
of credit to slightly lower than what
it was about this time last year. That
would not be enough. The Reserve
Bank wanted a reduction of 66 per
cent, from the last year's credit levels.
It has not been easy to achieve It.
There are various other cushions in
the economy which enable still a per
son to hoard. One or two steps we
have taken. This question of credit
structure, to bring it in tune with
our needs, for the purpose of imple
menting the Plan, for the purpose of
restricting higher prices, for the pur
pose of putting a check on inflation is
a thing which is engaging our imme
diate attention. I can assure the
House that we will try to do our very
best to see that the credit mechanism
is so adjusted that it helps a develop
ing economy rather than hinder it,
that it helps no particular interest or
class, but helps the country as a
whole and helps those people who
produce for the country. I hope the
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House will accept, at any rate, my
own incapacity to deal with att the
points raised by hon. Members. As
X said, those points relate to particu
lar items of taxation and we should
deal with them as we discuss the B ®
clause by clause.
Mr. Speaker:

The question is:

"That the Bill to give effect to
the financial proposals of the
Central Government
for
the
financial year 1957-58 be taken
into consideration.”
The motion was adopted.
Clause ®—(.Income-tax and super
tax)
Shri T. T. Krishnamachari:
to move:

I beg

Page 1—
(i) for lines 9 and 10, substitute:
“surcharge for purposes of the
Union and a special surcharge on
unearned income, calculated in
either case in the manner provid
ed therein; and” ; and
(ii) lines 15 to 17—
for “surcharge for the purpose
of the Union calculated in the
manner provided therein” sub
stitute.
“surcharge for purposes of the
Union and a special surcharge on
unearned income, calculated in
either case in the manner pro
vided therein”.
I mentioned in my speech yester
day that the intention was that this
surcharge on unearned income should
go into the divisible pool. I am ad
vised that this would be the position.
Surcharge being used for various
purposes has created a certain amount
of
confusion. Therefore,
certain
States have asked me whether this
amount is going into the Central pool
or the divisible pool. I assured them
that this is going into the divisible
pool. In order to allay all apprehen
sions and make the position clsas, my
legal advisers have advised that this
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amendment should be made. Zt is not
a departure from the original inten
tion because even constitutionally
without Parliaments sanction, I can
not make any serious change of this
nature, and I should have mentioned
it to Parliament if 1 was making a
change. It was never my Intention
to make any change.
Mr. Speaker:
categories?

Are

they not

two

Shri T. T. Kritthnamachari: As I
said, the surcharge is a surcharge on
unearned income. That is to be treat
ed as a whole along with the total
income-tax and goes into the divisi
ble pool. We have already a sur
charge on income-tax which is a
Central surcharge. That has been
stepped tip above a particular limit,
above Rs, 100,000. That is a Central
surcharge. The distinction is made
very dear.
Mr. Speaker: That is only a sur
charge lor the purposes of the Union.
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manner provided therein" substi
tute:
"surcharge for purpose* of the
Union and a special surcharge
on unearned income, calculated in
either case in the manner provid
ed therein".
The motion was adapted.
Mr. Speaker: The question is:
“ That clause 2, as amended,
stand part of the Bill.”
The motion teas adopted.
Clause

2, as amended, was
to the Bill

added

Clause 3— (Amendment of section 4)
Shri T. T. Krishnamachari:
to move:

I beg

Page S—
for clause 3, substitute:
‘3. Amendment of section 4.—In
section 4 of the Income-tax Act, la
sub-section (3),—

Shri T. T. itrt«hnama<-ii«h • Sur
charge for the purposes of the Union
will not go into the pool. That is 5
per cent, up to Rs. 100,000 and 10
per cent, beyond that. The surcharge
on unearned income will go into the
divisible pool.

(il) in clause (xviia), the figures
and words “ 10 year" shall be
omitted; and

Mr. Speaker: All I am concerned
with is, whether recommendation
been given by the President

(iii) after
clause (xviia),
following clause shall
inserted, namely:—

Shri T. T. Kriirtmamachari: Yes.

“ (xviib) interest payable—

Mr. Speaker: The question is:
Page 1—
(i) for lines 9 and 10, substitute:
“surcharge for purposes of the
Union and a special surcharge on
unearned income, calculated in
either case in the manner provid
ed therein; and’*; and
(U) lines 15 to 17—
for "surcharge for the purpose
etf the Union calculated in the

(i) in clause (rvii), the figures
and words “31 per cent”
shall be omitted;

the
be

(i) by Government or a local
authority on moneys borrowed
by it from sources outside
India from any person not
resident in India or from any
institution established out
side India;
(ii) by an industrial undertaking
in India on moneys borrow
ed by it under a loan agreenw*nt entered into with any
such financial institution in a
foreign country as may be
approved |n this behalf by
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the Central Government by
general or special order;
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Mr. Speaker: Tha question is:
Page 3—

(iii) by an industrial undertaking
in India on any moneys bor
rowed or debt incurred by-it
in a foreign country in res
pect of the purchase outside
India of capital plant and
machinery in any case where
the loan or debt is approved
by the Central Government,
having regard
to its terms
generally and in particular, to
the terms of its repayment.” ’
I have mentioned both yesterday
and previously that it is our intention
to waive taxes on interest payable in
regard to loans borrowed for pur
pose of importing capital equipment
We are now, because of our foreign
exchange
difficulties,
encouraging
people to get deferred terms. Under
normal circumstances,
the interesft
paid on this deferred term is subject to
taxation. The net result will be that
either the party will not offer deferr
ed terms because of the difficulty, or
they will raise the price to that
extent. Already, in regard to certain
borrowing from international institu
tions, interest is not taxed. So we
propose to give a general exemption
in cases where special or general
approval is given for borrowings
from abroad, the idea being that
interest on these borrowings should
not be subject to income-tax
Mr. Speaker: Is it for the purpose
of import of machinery or is it a
general exemption?
Shri T. T. Krishnamachari:
All
items would be categorised industrywise. The Commerce and Industry
Ministry approves of particular sche
mes on deferred terms. Then we
have to agree to the scheme on defer
red terms because otherwise payment
has to be made immediately. So the
whole thing has to get Government
approval. Where it has got Govern
ment approval, those schemes where
interest is paid, will be tax-free.

for clause 3, substitute:
*3. Amendment of section 4.—
In section 4 of the Income-tax
Act, in sub-section (3),—
(i) in clause (xvii), the figures
and words “31 par cent"
shall be omitted;
(ii) in clause (xviia), the figures
and words "10 year” shall be
omitted; and
(iii) after
clause
(xviia), the
following clause shall be in
serted, namely: —
"(xviib) interest payable—
( 1) by Government or a local
authority on moneys borrow
ed by it from sources outside
India from any person not
resident in India or from any
institution established outside
India;
(ii) by an industrial undertaking
in India on moneys borrow
ed by it under a loan agree
ment entered into with any
such financial institution in a
foreign country as may be
approved in this behalf by
the Central Government by
general or special order;
(iii) by an industrial undertaking
in India on any moneys bor
rowed or debt incurred by it
in a foreign country in res
pect of the purchase outside
India of capital plant and
machinery in any case where
the loan or debt is approved
by the Central Government,
having regard
to its terms
generally and in particular,
to the terms of its repay
ment.” *
The motion wat adoptea.
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Mr. Speaker: The question is:
"That clause S, as amended,
stand part of the BilL"
'
The motion was adopted.
Clause S, as amended, was added
to the Bill
Clause 4—(.Amendment of

section

The computation of such a propor
tionate dividend is necessary In torder
to prevent companies from claiming
that the whole of their dividends
have been distributed out of taxed
income and has pro tanto reduced
the statutory surplus when in fact
the portion of the dividends had been
declared out of untaxed income.

10)

Shri T. T. Krishnamachari:
to move:

I beg

Page 4—
(i) line IS, add at the end:
“and within
time” ; and

the

prescribed

This arises out of the question of
deposits and reserves and, as I have
said, the amendment is more or less
of a formal character.
Mr. 8peaker: The question is:
Page 4—
(i) line IS, add at the end:

(ii) for lines 26 to 29, substitute:
“ (b) providing for the manner
in which and the extent to which
any amounts declared as divi
dends by a company incorporated
outside India or by a company
not resident in India or, by a
company any portion of whose
profits and gains is not included
in its total income by reason of
any of the provisions of this Act
may be deemed to have been
declared as dividends in India;”

This is a formal amendment, pro
viding the time-limit within which
the additional deposit, if any, found
due on assessment, has to be made.
The power to make rules taken by
Government under section 10(2C) of
the Income-tax Act does not speci
fically include the power to deter
mine proportionate dividends in cases
where a company’s profits and gains
include income which is exempt from
tax. The
amendment
proposed
makes specific provisions in this re
gard also.

“and within
time”; and

the

prescribed

(ii) for lines 26 to 29, substitute:
*‘ (b) providing for the manner
in which and the extent to which
any amounts declared as divi
dends by a company incorporated
outside India or by a company
not resident in India or, by a
company any portion of whose
profits and gains is not included
in its total income by reason of
any of the provisions of this Act
may be deemed to have been de
clared as dividends in India;”
The motion was adopted.
Mr. Speaker: The question is:
“That Clause 4, as amended,
stand part of the Bill.”
The motion was adopted.
Clause 4, as amended, was added
to the BUI.

Finance
/

*7 A U G U ST 1957

(No. S) BiU, 1987

1028a

Mr. Speaker: The question is:
“That Clause 5, as amended,
stand part of the Bill’.
Shri T. T. Krlshtiamarhasi: I beg to
The motion was adopted.
move:
Page 8—
Clause 5, as amended, was added
to the Bill.
for clause 5, substitutes
Clause 6 was added to the Bill.
‘5. Amendment of section IS.—
In section 15 of the Income-tax
Clause 7.— (Amendment of section
Act, in sub-section (3 )—
23A).
(i) for the words, brackets and
Shri T. T. Krishnamachari:
I beg
figures “sub-section
( 1 ) of
to move:
section
58F”
the
words
Page ft—
and figures “section 58F”
for lines 37 to 41, substitutes:
shall be substituted; and
“
(iv) the Explanation to section
(a)
for the word “one-fifth” in
23A shall be renumbered as
both the places where it
Explanation 1, and in the
occurs,
the
word
"oneExplanation as so renumber
fourth" shall be substituted." ’
ed in clause (b),—
Mr. Speaker: What difference does
(a)
in sub-clause (i), for the
it make?
words “held by the public”
Shri T. T.
Section
the words “held by the Gov
15 makes a reference to section 58F
ernment or a
corporation
( 1 ). But section 58F, as amended,
established by a
Central,
does not contain any sub-section.
State or Provincial Act or the
public” shall be substituted;
The second amendment is about
(b)
in sub-clause
(iii), for the
rebate of income-tax. Now the rebate
brackets and words “ (per
of income-tax on account of life
sons who are related to one
insurance premium and contribution
another as husband, wife^
to
recognized provident funds is
lineal ascendant or descen
allowable, provided the sums do not
dant, brother or sister, as the
exceed one-fifth of the total income
case may be being treated as
or Rs. 8,000. Now it is proposed to
a single person and persons
increase the limit.
who are nominees of another
Mr. Speaker: The question is:
person together with
that
other person being likewise
Page 5—
treated as a single person)"
for clause 5, substitute:
the
following
shall
be
substituted, namely: —
‘5. Amendment of section IS.—
In section 15 of the Income-tax
“and in computing the number
Act, in sub-section (3)—
of six persons aforesaid, the Gov
ernment or any corporation esta
(i) for the words, brackets and
blished by a Central, State or
figures “sub-section
( 1 ) of
Provincial Act or a company to
section
58F”
the
words
which the provisions of thU sec
and figures “section 58F”
tion do not apply shall not be
shall be substituted; and
taken into account, and persons
who are relatives of one another
(ii) for the word “one-fifth” in
and persons who are nominees of
both the places where it
any other person together with
occurs,
the
word
“onethat other person shall be treated
fourth” shall be substituted.” ’
as • single person, the expression
The motion wot adopted.
“relative” in this context men<.
C ls n e i — f Amendment of
15).

fiction
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tag husband, wife lineal ascen
dant or descendant, brother or
sister;”
(c) for the word, brackets and
figure “sub-section (4)” in
both the places where they
occur, the words, brackets
and figures “clause (li) of
Explanation 2” shall be sub
stituted;”
This Is in regard to certain com
panies called 23A companies which
are private limited companies. If six
persons hold more than 50 per cent,
of the shares, they come within the
mischief of this particular section. It
happens Government acquire shares in
many companies now and therefore if
Government is treated as one person,
and other persons have got shares
which together comes more than 50
per cent, the character of a public
company becomes that of private com
pany. It also happens that the In
surance Corporation holds certain
shares and it is almost in danger of
converting some of these public com
panies into private companies. This
amendment have been moved in order
to eliminate this particular position,
namely that if Government or any
other State Government or corpora
tion holds these shares for purpose of
investment or otherwise, it should not
in any way tamper with the present
position, namely other than Govern
ment there should be six persons.
That is the position.
Mr. Speaker: The question is:
Page 8—
for lines 37 to 4lr substitute:
'(iv) the Explanation to sec
tion 23A shall be renumbered as
Explanation
1,
and in
the
Explanation as so renumbered
clause (b),—
(a) in sub-clause (i), for the
words "held by the public1*
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the words “held by the Gov
ernment or ft corporation
established by a Central.
State or Provincial Act or the
public’* shall be substituted;
(b) in sub-clause (ill), for the
brackets and words “(persons
who are related
to one
another as husband, wife,
lineal ascendant or descendant
brother or sister, as the esse
may be, being treated as
single person and persons
who are nominees of another
person together with that
other person being likewise
treated as a single person)"
the following shall be substi
tuted, namely: —
“and in computing the number
of six persons aforesaid the
Government or any corpo
ration established by a Cen
tral, State or Provincial Act
or a company to which the
provisions of this section do
not apply shall npt be taken
into account, and persons
who are relatives of one
another and persons who
are nominees of any other
person together with that
other person shall be treat
ed as a single person, the
expression “relative” in this
context meaning husband,
wife, lineal ascendant or
descendant,
brother
or
sister;”
(c) for the word, brackets and
figure "sub-section (4)H in
both the places where they
occur, the words, brackets
and figures “clause (11) of
Explanation 2“ shall be sub
stituted;'
The motion was adopted.
Mr. Speaker: The question is:
‘That clause 7,
as amended,
stand part of the Bill".
The motion was adopted.
Clause 7, as amended, was added to
the Bilt
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f _ (Amendment of section
24).

Shri HranJhmrwala (Bhagalpur):
beg to move:
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Mr, Speaker: Sub-Clause (a) to be
omitted?
I

(i) Page 8, line 12.
for “eight years” substitute “fif
teen yean"
(ii) Page 8, line 15—
for “eight years” substitute “fif
teen years".
There is nothing much to be said.
The only thing Is that so far as pre
vious losses are concerned, the pre
sent law is that till they are wiped
out there will not be any taxes. My
point is that in view of the very
heavy taxes from all points of view,
it is very necessary that this new subclause (a) of clause 8 be eliminated,
and the law be allowed to stand as
it i*.
Mr. Speaker: He wants a modifica
tion of eight years to 15 years.
Shri JhnnJhnnwaU: That is amend
ment 49. In amendment 48 I want
total abolition of the time-limit
There should be no time-limit. The
present law is that there is no time
limit
Mr. Speaker: For “eight
substitute “fifteen years".

(No. 2) B ill, 1997

years”

That is amendment 48.
Shri Jhunfhanwala; It is wrongly
printed. I had said that this should be
deleted, that lines 10 to 12, i.e., sub
clause (a) should be deleted. Then
in amendment 49 brother or sister, as
I had said: for “eight years" subs
titute “fifteen years".
J|fr. Speaker: They have wrongly
typed both as the same one. Amend
ment 48 mukt be different from 49.
Shri Jhunjbuawmbu Amendment
48 is that I want no time-limit, and
49 is that instead of 8 years it should
be 15 years.

Shri Jhenjhimwala: Yes.
Mr. Spakeer: “No such loss shall be
carried forward for more than eight
years." “Eight years” occur in both
the places. Evidently the hon. Mem
ber wants fifteen years for eight
years in both the places.
/
Shri Jhnnjhnnwala: No. The pre
sent law is that till the previous
losses are wiped out and the com
pany begins making profits, the com
pany or the individual concerned as
the case may be, shall not be taxed.
I want the present law to continue.
If that is not accepted, I say instead
of eight years, let it be 15 years.
Mr. Speaker: In both the places?
Shri T. T. Krishnamachari: I shall
explain the position. The position is
as follows. Formerly losses could be
set off against income for a period of
six years. Two years back we
removed that limit and allowed peo
ple to set off losses indefinitely. We
found in actual working that this was
pernicious. So, we have now sought
to reimpose the provision of limita
tion on the number of years during
which losses could be written off, and
we have made it eight That is an
improvement on the original position
as it stood two years back.
Now, my hon. friend has got two
amendments. One is that the status
quo must remain, that is to say there
should be no limitation at all in
regard to the period during which
the company can make losses and
then set it off year after year against
profits. And if that amendment
through, he has an alternative when
he says eight years should be made
into 15. I am afraid I will have to
oppose both.
Mr. Speaker: There need not be an
amendment He only ' wants sub
clause (a) to be omitted in the first
instance. If it is omitted, status quo
will continue.
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Shri Naushir Bhuadui: Tbtrt is
no such. amendment tat aainfain. I
do not find it hen. There are two
amendments 48 and 40.
Shri T. I . Krishnanaahari: For
omitting, any person can appose it
Mr. Speaker: Fen* the omission of a
whole clause, no amendment is neces
sary. For the omission of a sub
clause of a clause, an amendment is
accessary.
Shri Nanshir Bharucha: Amend
ment 48 says: for “eight years" sub
stitute “fifteen years”. The second
is only a consequential amendment
which must come, but nowhere is
there an amendment saying eight
years should be deleted.
Mr. Speaker: He says the office
wrongly omitted to type it or include
it in the Order Paper. Anyhow, I
have no objection. I will put sub
clauses (a) and (b) separately. First,
I will put amendment No. 48.
The question is:
Page 8, line 12—
for “eight years” substitute “fif
teen years”.
The motion was negatived.
Mr. Speaker: The question is:
‘That clause 8(a) stand part of
the Bill”.
The motion was adopted.
Clause 8 (a) toas added to the BiU.
Mr. Speaker: I shall now first put
amendment No. 49.

xoaSt

Bfczi
i» M t (Chitafcdrug):
1 have amendment 25 for sew clause
aA
Mr. Speaker: I have over-ruled it,
disallowed it It does not arise oufc
of this. Hon. Members are aware
when an Act is being amended* it is
not open to then to table amend
ments to other sections of the Ac*
which are not touched by the Bill,
as it will be widening the scope e<
the Bill, unless it is consequential,
ancillary or accessory.
I found
this is not consequential. The hon.
Member wants a different thing
altogether. He wants some other
section to be touched or amend
ed which does not form part of the
scope of the Bill. So, I disallowed It
Was it not shown to him already? It
must have been intimated to him.
Shri Mohamed Imam: It is includ
ed in the list that is supplied to us.
Mr. Speaker: We print all the amend
ments, subsequently we look into
them; whenever there is no time, we
allow all amendments to be circulat
ed, then at leisure look into than and
then disallowed them I have dis
allowed it. I have written here. “May
be disallowed as being beyond tbe
scope of the B ill”
Claoae 9—(Substitution of nets sec
tion for section 88K.)
Shri T. T. Krishnamachari: I beg to
move:
Page 8, lines 29 and 30—

The question is:
Page 8, line 15—
for “eight years”
teen years”.

(Jfo. 1) JMU, JM 7

substitute "fif

The motion toax negatived.

Mr. Speaker: The question is:
"That clause 8(b) stand part of
the Bill.'
The motion tea* adopted.
Clause 8 (b) toas added to the Bid.

onut “subject to the exemptions
specified in section 58F*.
This again is a formal amendment
which is rendered necessary on
aecount of the revision of sections
58B and 58F. Since the employers*
contributions below a certain level
are to be fully exempted, it is not
necessary to provide the section 58F
for a rebate of tax on those contri
butions as done hitherto.
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The question it:
Page 8, lines 21 and 22—

Page 6, line* 22 and 22—
for

‘ten

per

cent.’
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for ten
‘12*% ’.

substitute

‘ 12*

The object of moving this amend*
ment is this. I want to exempt the
employee a little further regarding
his provident fund accretions. In a
subsequent amendment to clause 10,
to which I shall come later, I have
tried to leave out of the scope of that
exemption the accretions to provident
fund in the case of earners of too
high a salary. Subject to that, of
course, there are many
employees
who have a provident fund contribu
tion of 12* per cent, that is, oneeighth of their salaries, and they get
a contribution from their employers
of one-eighth of their salaries, which
is not quite so uncommon. It may
be that 10 per cent, is common or 6|
per cent, may be even more common.
But there are cases in
which
employees have, through their strug
gles, won a contribution of one-eighth
of their salaries to the provident fund.
Now, it is necessary that the protec
tion should extend to them, and many
poor employees who are having some
savings on that account would benefit,
if we make the proportion 12* per
cent, instead of 10 per cent So, I
commend my amendment to the
acceptance of the House, that the
exemption should extend up to 12*
per cent, contribution by the employer
and not up to ten per cent only.
Shri T. T. Krishnamachari: It has
gone up from 6* per cent, to 8- 113 per
cent, and then up to 10 per cent
My hon. friend wants me to take it
up a little further. I am not yet
ready.

per

cant'

substitute

The motion was negatived.
Mr. Speaker: I shall now put
amendment No. 6 to vote, which is
a formal amendment
The question is:
t*.

Page 8, lines 29 and 20—
omit “subject to the exemptionsspecified in section S8F”.
The motion was adopted.
Mr. Speaker: The question is:
“That clause 9, as amended,
stand part of the Bill”.
The motion was adopted.

Clause 9, as amended, was added ter
the Bill.
Clause 1*— (Substitution
section for section 58F).

of

new

Shri T. T. KrlthiumarhaTl • J beg tO
move:
Page 8, line 32—
after ‘section 581” insert ‘of the
Income-tax Act’.
This is a formal amendment
Mr. Speaker: I shall put amend
ment No. 7 to vote.
The question is:
Page 8, line 32—
after ‘section 58F* insert ‘of th*
Income-tax Act*.
The motion wax adopted.

Mr. 8peaker: The hon.
Member
may kindly wait for the next year.
We have been progressively increas
ing it from 6* per cent to 9-1 IS per
cent and then to 10 per cent

Shri Sadhan Gupta: I have got
amendment No. 59 to this clause
which reads thus:

I Aali now put amendment No. 98
to vote.

for ‘one-fifth of his salary in that
year or eight thousand rape—,

Page 8, lines 87 and 88—
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which ever if leu’ substitute two
thousand Nrupees*.
Mr. Speaker:
This
appears to require the
recommendation.

amendment
President’*

Shri Sadhan Gupta: Why?
Shri T. T. Krishnamachari:
not think it requires.

I

do

Mr. Speaker: It does.
The hon.
Member seeks to decrease the exemp
tion limit
Shri T. T.
KrfahB»ma«h»>l •
-deprives the person of privilege

It

Shri Sadhan Gupta:
there.

is

The

tax

Mr. Speaker: If the exemption is
increased, the tax will be decreased.
There is no objection to that proposal.
But if the exemption is decreased,
the tax will be increased, and, there
fore, the President’s sanction is
necessary to the moving of the
amendment
Under article 117 of the Constitu
tion, if an amendment does not
increase the tax but seeks to reduce
it, then no recommendation from the
President is necessary. If there is a
higher exemption, there will be leas
of taxation, but if there is less
exemption, there will increase in
taxation.
The Bill seeks to impose leas taxa
tion, while
Shri Sadhan Gupta
through his amendment wants to
reduce the exemption and thereby
increase the taxation. His intentions
may be very good, but unfortunately,
he has to seek the permission of the
President
I disallow this amendment
Shri Sadhan Gupta: Then, I would
like to speak on clause 10.
You have been pleased to disallow
my amendment. But regarding the
provision itself, namely the exemp
tion of one-fifth of the salary or
its. 8,000, whichever is less, I might
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say that it is a thing which tike coun
try would not appreciate. I am not
quarrelling with one-fifth of the
salary as Such. But the figure of
Rs. 8,000 seems to be extraordinary.
It is proclaimed every day that the
country is desperately short of resour
ces, and some people must bear the
burden. And burdens have been
imposed, as I shall show in the course
of the discussion on 13 and other
clauses, very heavily on the common
people, by way of different kinds of
taxes, excise duties and other kinds
of taxes on the assessees.
Under these circumstances, it is
difficult to understand why the calaryeamers with a very high income
should escape income-tax to this
limit. I can understand that a person,
one-fifth whose salary amounts to
Rs. 2,000 may be given a tax relief.
That means that he would have an
annual income of Rs. 10,000. Although
Rs. 10,000 is a pretty high amount in
our country, yet in view of the rise
in prices today, a person with
Rs. 10,000 annual income may be said
to belong to the middle classes.
If you extend the exemption to
Rs 8,000 or one-fifth of the salary,
whichever is less, then you give a tax
relief to a person who has an annual
income of Rs. 40,000. When the
common people are asked to bear the
burden of taxation on all kinds of
necessities, I do not see why a per
son who has an income of Rs. 40,000
should escape taxes on a portion of
bis savings to the extent of Rs. 8,000
or at least, as I had proposed, to the
extent of Rs. 6,000. On Rs. 6,000, we
might collect quite & substantial
amount of tax from different people
of this kind. And whether we col
lect a substantial amount of tax or
not, the question is that when we are
asking much poorer persons to bear
a much heavier burden in proportion,
there is absolutely no ground why we
should give a relief to persons who
earn more than Rs. 200 or Rs. 9,000
a year. That is indefensible in the
present circumstances of our country.
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Therefore, 1 would request the Fin
ance Minister at least to sponsor an
amendment to that effect because he
will have no difficulty in getting the
recommendation of the President, if it
is necessary.
15 brs.
Therefore, I would request him to
accept the principle of my amend
ment and let the burden fall where
it deserves to fall. If he won't give
the common people relief in respect
of the imposts made in other clauses,
at least let him create a psychological
condition in which the common peo
ple might feel to some extent that
burdens are being borne by those
who can bear those burdens, and they
are not being imposed unilaterally on
them alone. Unfortunately, at pre
sent that is the impression left by the
various clauses of the Bill, and
specially by the exemptions under the
Wealth Tax Bill and Expenditure Tax
Bill that are being granted.
So I would once more request the
Finance Minister to reduce this
exemption limit of l|5th of salary or
Rs. 8,000 to a flat rate of Rs. 2,000 or
30, so that a equitable burden may
rest on different sections of the com
munity.
Shri T. T. Krishnamachari: The
scheme of tax exemptions is a com
plicated piece of work. We are giv
ing tax exemptions on certain types
of savings. Unfortunately, we are
giving a fairly high limit. So far as
provident fund is concerned, it is a
form of enforced saving which a per
son has to put in and he cannot draw
from it except perhaps as a loan,
which is not very advantageous, until
the end of his service; his savings are
immobilised to that extent
For instance, now the appeal made
by services associations for contri
butions by service people to the
national savings certificates has resul
ted ijt some response in regard to
payment by way of purchase of these
certificates, end in some cases, pay
ment at an additional amount to the

20294

provident fund where it is within the
permissible limit To that extent, the
money ia now being paid into the
provident fund and thereby it is
frozen. My hon. friend is looking at
it and judging it from a narrow point
of view of certain egalitarian attitude,
but that is not the only thing that
determines a matter of this nature.
So long as there is a high-salaried
class, so long as we do not want them
to spend the money, at a time when
you want them to save, various incen
tives have to be given. The whole
scheme of company rebates—with
which he won’t agree—development
rebates and things of that kind is
based on certain principles. -We want
to keep the existing structure; within
that, we want to get some further
savings.
So this is an intricately worked out
piece and it is very difficult for me
to explain to my hon. friend w ithin
the short space of an amendment how
difficult it is to pull out one parti
cular piece from this structure. If
one piece is pulled out, the whole
structure will
certainly collapse.
I appreciate what he has in mind,
but that does not mean that I approve
of what he thinks in this matter.
Mr. Speaker: The question is:
*Tbat clause 10, as amended,
stand part of the Bill.
The motion was adopted.
Clause 10, as amended, was added to
the Bill.
Claase 11— (.Commencement
of
amendments to Act II of 1822).
Shri T. T. Krishnamachari: I beg to
move:
Page 9—
(i) for lines 7 to 9, substitute:
“(3) Where any assessment f*r
the year ending on the thirty-first
day of March 1958, has been com
pleted or a notice of demand has
been issued before the commence
ment of this Act, the Income-tax
Officer shall, wherever necessary,
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[Burl T. T. Krishnamachari]
revise the ■■mjsrmant or tans a
m jN d notice of
« tht
cue may be, conformably to the
provisions of this Act"; and
(ii)
line 18, for "1887"
tute “1858".
The sub-clause in the Bill, while it
enables a revision of 1857-58 assess
ments in accordance .with the amend
ment to the Income-tax Act proposed
therein, does not enable revision of
the demand necessitated by the intro
duction of the new rates. It is there
fore reworded as in the proposed
amendment
The second amendment merely cor
rects a misprint.
Mr. Speaker: I shall now put
amendment No. 8 to the vote of the
House.
The question is:
Page 9—
(i) for lines 7 to 9, substitute:
“ (3) Where any assessment for
the year ending on the thirty-first
day of March 1958, has been com
pleted or a notice of demand has
been issued before the commence
ment of this Act, the Income-tax
L Page 10—
for lines 1 to 6, substitute:
"(iii) does not exceed one hundred
gross of boxes per day, but exce
eds twentyfive gross of boxes per
day.
(iv) does not exceed twentyfive gross
of boxes per day.
II. Page 10—
for lines 18 to 23, substitute:
(iii) does not exceed one hundred
gross of boxes per day but exceeds
twentyfive gross of boxes per day.
(hr) does not exceed twenty-five grces
of boxes per day.
m . Page 11—
omit lines 18 to 31.
It has all been decreased' ■from
Rs. 4.80 to Rs. 4.50, Ra. 445 to Rs. 430
and Bs. 3.85 to Rs. 2J5.
Hurt Jtfafcemed Imam: On a point•f information. There is some oon-

(Ufa, * ) BiU, 1987

jx a p

Officer shall, wherever necestfary,
revise the assessment or issue a
revised notice of demand, as the
case may be, conformably to the
provision* of this Act”; and
(ii)
line 15, for “1857” substi
tute “1958”.
The motion was adopted.
Mr. Speaker: The question is:
“That clause 11, as amended,
stand part of the BUI.”
The motion was adopted.
Clause 11, os amended, was added to
the Bill.
Clause 12 was added to the Bill.
Clause IS— (Amendment of Act I of
1944).
Shri T. T. Krishnamachari: I beg to
move:
Page 9—
omit lines 31 to 33
Kerosene has already been exemp
ted. So I have to take it out.
1 also beg to move-

Four rupees and fifty nsye paise
per gross of boxes.

Four rupees and thirty naye
paise per gross of boxes.
Two rupees and
ninety-five
naye paise per gross of boxes.
Twow rupees and eighty naye
paise per gross of boxes”.
fusion regarding the clause. I find
that the rate originally proposed was
Rs. 3.05 per gross of boxes. This is
nought to be enhanced by Rs. 2.50.
Mr. Speaker: The hon. Member ia
reading amendment No. 10. Amend
ment No. 10 relates to reduction tram
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Rs. 4.00 to Rs. 4.50 and from 1 l 4.45
to Rs. 4:50. Therefore, it is a reduc
tion, not an increase.

be put But they are for reduction,
they can be moved later and put to
the House.

Shri T. 1 - Kriahnamaefaarl:
cases are of reduction.

Shri Nauahlr a tm w iu » Once you
omit sub-clause (a), then the brackets
and letter V will also 90.

Both

Mr, Speaker: To avoid confusion, I
would put tfre amendments one by
one, amendments Nos. 9 to 12.
Shri Sadhan Gupta: Sir, we have
got other amendments on the same
subject.. I f ' these amendments are
put and adopted our amendments
may be barred.
Shr! T. T. Krishnamachari: If it is
tar enhancement, then they may not
Mr. Speaker :

Mr. Speaker: That is consequential.
The hon. Member is very cautious.
Now, I will put the amendmdMfc
Nos. 9 to 12 to the vote of the
Mr. Speaker: The question is:
Page 9—
omit lines 31 to 53.
The motion was adopted.

The question is :

Page io—
for lines 1 to 6, substitute
“ (iii) does not exceedone hundredgrot* of boxes perday,
but exceeds twenty five gross of boxes per day.
Civ)

does not exceed twenty five gross of boxes per day.

Four rupees and fifty
naye
paiae per gross of boxes.
Four rupees and thirty
naye
paise per gross of boxes."

Th* motion tutu adopud.
Mr. Speaker
Page

The question is :
for lines 18 to 23, substitute :

“(iii) does not exceed one hundred gross of boxes per
day but exceeds twenty-five gross of boxes per day.

Two rupees andninety-five naye
paise per gross of boxes.

(iv) does not exceed twenty-five gross of boxes per day.

Two rupees and eighty naye
paise per grow of boxes” .

Th* motion teat adopted.
Mr. Speaker: The question is:
Page 11—
omit lines 16 to 21.
The motion toos adopted.
Mr. Speaker: Are there any other
amendments?
Shri Sadhan Gupta: I have my
amendments, Nos. 61 to 7S. I beg to
move.
(0 Page 8. lines 59 and 40—

for ''Four rupees and ninety naye
paise” substitute “One rupee and fifty
naye paise".
(ii) Page 9, lines 42 and 45—
/or ‘Tour rupees and seventy-five
naye paise” substitute “One rupee and
twenty-five naye paise.”
(iii) Page 10, lines 1 and 2—
for “Four rupees and sixty naye
poise” substitute “One rupee.”
(iv) Page 10, lines 10 and 11—
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for "Three rupees and twenty-five
naye pause" substitute “S^venty-fiVe
naye paise.”
(v) Page 10, lines 14 and 15—
for “Three rupees and fifteen naye
paise” substitute “Sixty-five naye
paise.”
(vi) Page 10, lines 18 and 19—
for ‘Three rupees and five naye
paise” substitute “Fifty naye paise”.
(vii) Page 10, lines 21 and 22—
for ‘Two rupees and ninety-five
naye paise” substitute “Twenty naye
paise”.
(viii) Page 10, lines 24 and 25—
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from year to year. It is said that
the common man must bear a part of
the burden. But the question here,
again, is the proportion of the burden
he must bear, whether there should
be seme equity in the distribution at
the burdens. We have given exemp
tions to ex-rulers for their retinues.
We recognise the right of the ex
rulers to maintain a retinue and to
keep up a standard of Jiving. Shall
we not recognise the right at the
common, the right at least to'save
himself from starvation? To take
whatever income the Government
15.17 hr*.
[P a n d it Thajeub D as B h abgava

m the Chair.]
for “One rupee per gross of boxes’*
substitute “Five naye paise per gross
of boxes”.
(ix) Page 10, line 27—
for “Eighty naye paise”
T w o naye paise”.

substitute

(x) Page 11, line 31—
for “Fifteen naye paise” substitute
"Five naye paise”.
(xi) Page 11, line 41—
for 'Ten naye paise”
'Two naye paise”.

wishes to take, it is necessary to pro
vide the minimum amenities which
human life requires in our country.
Today most of our peoplp live below
a standard of living which can be got
through the earning of living wages.
You know that the concept of living
wages includes the subsistence, not
only the normal requirements at food
and clothing but also the require
ments of education of children, the
requirement of certain physical com
forts, some provision for old age and
so on.

substitute

(xii) Page 11, line 43—
for “Five” substitute “One”.
(xiii) Page 12, line 7—
for “Fifteen” substitute 'Two”.
Clause 13 relates to the imposition
of excise duties. The burdens that
have been imposed by clause 13 fall
very heavily on items of daily neces
sity such as matches, sugar or paper
and so forth, which are extremely
heavy to bear for the common man.
Let us not forget that this burden of
excise duties has gone on increasing

The income that most of our coun
trymen get, whether they are clerks
in government service or workers in
factories, is certainly not sufficient to
provide for all these various needs
which are covered by the concept
of living wages. If that is so, may
we not ask whether this additional
burden should or should not be impos
ed upon them? When, in the case
of companies, in the case of wealthy
individuals, in the case of earners of
high salaries you want to give them
an incentive for saving, do you not at
least owe it to the common man to
spare him at least the means to main
tain his family at a decent standard
of living?
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To day when you increase the price
of Us needs, when you increase the
price of his sugar, the price of his
paper, it meant that the burden of
feeding his children, the burden of
carrying on domestic work, the bur
den of educating his children and so
on and so forth, all these burdens are
increasing very much. Let us not
also forget that the excise duty doe*
not reflect the increase in prices.
The result of the imposition of the
excise duty is reflected by a greater
proportion of the increase in the price
of the commodity than the imposition
of the excise duty warrants. Govern
ment have no machinery to check
this increase in price. Government
have no machinery to see to it that
this is not done. Yet we are going
on imposing burden after burden on
the common people whereas we are
going on giving relief after relief to
the richer classes.
We have reduced income-tax this
year in the top slabs. We have
reduced it on the ground that the
imposition of new taxes on wealth
and expenditure will compensate. I
do not know whether it would be
compensated. But, even there we
have granted substantial relief to
classes who do not deserve relief, to
classes who really deserve to bear the
burden to the maximum extent of our
Second Five Year Plan and other
needs of our country.
Whereas we are giving relief in
income tax, in wealth tax and in
expenditure tax, we are imposing
new burdens on the common people
in the shape of excise duties on
matches, sugar, paper and so forth.
Already he has to pay heavy excise
duties on his cotton cloth, woollen
fabrics, artificial silk and so on. There
are already excise duties on other
necessities. As a matter of fact, if
you glance through the First Sche
dule of the Central Excise and Salt
Act you will find that out of the 27
items or so which are there, barring
four or five items or so, most of the
items are items which the common
people have to purchase in order to
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satisfy their daily necessities. Under
those circumstances, X strongly plead
that both in the interest of relief to
the common people and in the interest
of a proper psychological atmosphere,
which is not the least consideration,
there should be a substantial reduc
tion in the export duties on matches,
paper, sugar and so forth.
X have referred to the psychological
atmosphere which needs to be creat
ed. I hope the Finance Minister
appreciates that the Plan is not going,
through, the Plan is not going to gothrough without a psychological
enthusiasm in the common people.
However much the ex-rulers can bewith you, however much the com
panies bless you for giving them,
relief, however much the companies
try to save and thereby create capital
formations, let there be no mistake
about the fact that, if the common
people are not with you psychologi
cally, if you flail to create the psycho
logical enthusiasm in the common
people for the Plan, for the work of
development of the country, then the
Plan is not going to succeed.
If you want to create that psycho
logical condition among the common*
people, you must let them feel that
the burden is not resting inequitably
on them, that heavier burden is not
being put on them than they can bear.
And, what is more; on the other hand,
you must convince them that those
who can bear the heavy burden are
not bearing a lighter burden. It will
be very difficult to convince them tothis effect, if, on the one hand, you
give relief to the richer sections—
relief of income tax in the higher
slab, relief by way of exemptions in
the wealth tax and expenditure tax—
and, on the other hand, you increase
the price of paper, you increase tk»
price of sugar, you increase the priceof tobacco and the price of so many
other things, not only by the amount
of excise duty imposed but by a far
greater amount out of all proportion
to the excise duty, imposed.
Let there be a feeling of equality.
The hon. Minister was accusing me at
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being egalitarian or, rather, approach
ing the matter at employers’ contri
bution from an egalitarian point of
■view. It is not the only considera
tion. But, let us not forget that in
•creating a psychological atmosphere
the egalitarian cosideration is very
much there. By egalitarian consider- ,
ation 1 do not mean that you should
reduce everyone to the same level
but, at least let there be a feeling In
the country that everyone Is sharing
the burden equally. Can the Finance
Minister really say with his hand on
his heart that the people of the coun
try really feel that all sections of the
people are bearing the burden equal
ly? Is it not a fact that millions in
tixe villages, millions in the towns
feel that they are being made to bear
too heavy a proportion of the burden,
and those who have more, those who
can influence the Government more
by reason of their wealth, are escap
ing their due share of the burden?
Under those circumstances, I would
suggest that the Finance Minister
should accept my amendments num
bers 01 to 73 for reduction of excise
•duties on matches and paper,
and
also bring out his own scheme for
■drastic reduction of excise duties on
sugar and other necessaries of life,
and thereby at least create confidence
in the people.
If he looses revenue thereby, I am
sure he has other sources from which
to get the tax. He can tax the huge
amount of surplus wealth that there
is in the country. There is a lot of
idle wealth lying in the country. If
he adopts the principle of leaving
enough <£f wealth for a person to
carry him comfortably through his
life and, perhaps, through the Hfe of
the next generation, even then he
would get plenty of money. Sir, it is
said that there are people in the
country with fortunes amounting to
Rs. 800 crores or so. I can’t at least
understand how a person can require
more than Rs. 1 crore to carry him
through the whole of his life. I do
not discount the possibilities that you
f«n spend more than Rs. 1 crore
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throughout your life or even in a
month or a year. But the point k,
are we going to allow it? Are we
prepared to allow it in tin present
state of the country? A fortune of
Rs. 1 crore would yield a monthly
income of, I think, at least Rs. 29,000.
I think it should be enough for any
one to carry through for the whole of
ids life, and for the posterity that is
coming afterwards. Therefore, if a
person has a fortune of Rs. 800 crores,
why should not we take away Rs- 499
crores out of it by way at tax**—
wealth tax or whatever tax it may
be?
If we follow that principle at taxa
tion, then at least we would be able
to give substantial relief to the com
mon people. By that relief, apart
from the tax that we would earn, we
would also earn the enthusiasm of the
common people which is a great thing.
You know, if the people are enthu
siastic they will bear any amount of
sacrifices. Even they will starve and
help the country to progress, but only
if they are convinced that the coun
try is going in the right way.
That is the atmosphere that has to
be created, and for that purpose
excise duties must be drastically
reduced, in any event on the neces
saries of life, and resulting deficit in
taxes must be found from other
sources, must be found from the idle
wealth that is plentiful in the coun
try, and must even be found In the
surplus wealth of big capitalists, big
landlords, ex-rulers and so forth, and
of which there is no dearth; at least
it is more than the revenue the Fin
ance Minister can hope to bring out
of the desparate means of the com
mon people.
Therefore, 1 would once more
request the Finance Minister to reduce
the Imposition of excise duties and
thereby give not only economic relief
to the people but create a psychologi
cal enthusiasm which will really Help
to carry forward our Plan.
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Mr. Chairman: The amendments
mpved by Shri Sadhan Gupta are
before the Bouse.
Shri Prabhat Kar
(Hooghly):
have my amendment No. 50.

I

Shri T. T. Krishnamachari: For the
same purpose, that is, to completely
eliminate the increase.
Mr. Chairman: Is there another
amendment on the same subject to
the same clause?
Shri T. T. Krishnamachari: He has
amendment Nc. 50.
Mr. Chairman: I do not see it. No.
54 is for elimination of lines 45 and
46.
Shri T. T. Krishnamachari: They
are all for elimination—the whole lot.
Mr. Chairman: You want to move
amendment No. 50? Now, has the
hon. Minister to say anything on that?
It is an independent amendment.
Shri T. T. Krishnamachari: I was
only trying to help the Chair on the
amendment that the hon.
Member
wanted to move.
Mr. Chairman: Yes; Shri
Kar.

Prabhat

Shri Prabhat Kar: I beg to move:
(i) Pages 9 and 10—
omit lines 31 to 45 and 1 to 30
respectively;
(ii) Pages 10 and 11—
omit lines 34 to 51 and 1 to* 15
respectively; and
(iii) Pages 11 and 12—
omit lines 22 to 46 and 1 to 17
respectively.
Clause 13 deals with excise duties.
.If we look into the excise revenue
since 1943, we 'will find that in
the
year 1948-49, the figure was Rs. 50-63
crores. In 1957-58, the figure has
gone up to Rs.
258*43 crores.
So,
within the v past ten years, Rs. 200
crores of revenue from the common
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man has come in, to help the Govern
ment.
I do not know, when we talk
of the common man, the
Finance
Minister
feels that
we
do not
represent the common man or we do
not exactly know the common man
and that all is political fiction.
But here is a paper which is
a
Congress paper—Jugantqr. Its editor’s
son is a Minister in the State of West
Bengal, and is the owner. It gives a
picture for these \ten years. It is not
a Communist paper. It says that the
condition of the common man now is
such—the ordinary middle class, that
it is almost impossible for the common
man to keep
his
body and soul
together.
Here is another copy of Jugantar
which gives a picture of the people
in the district of Nadia, who are
going a begging. This is the picture of
the common
man given by
the
Congress paper and not by
the
Communist propaganda machinery.
This increase from Rs. 50:63 crores to
Rs. 258 crores means Rs. 200 crores at
excise revenue. Now, what are the
items? Sugar, vegetable oils, tobacco,
matches, cotton cloth, etc. If you look
into the picture for each item, whaft
does it reveal?
On Cotton cloth,
excise revenue has risen from Rs. 87
lakhs to Rs. 72 crores. On sugar, it
has gone up by five and a half times.
In matches, it is 100 per cent.
On
tobacco, it is 50 per cent. These are
the items which are generally used by
the common man, and naturally, if
they are now made to pay the tax
through their nose, they will devolt
however we may not like.
Now, the incidence of the excise
duty on a person whose average
•income is Rs. 50 a month is Rs. 3. On
a person whose, income is about
Rs. 1,500 a month, the incidence is
Rs. 40. But the real wage or earning
of a person who earns Rs. 50 a month
is, today, 11* 80 naye paise. For a
person who earns Rs. 100 a month,
the real wage today is 23*60 naye
paise. If in spite o f this, in order to
fulfil the Plan one
must
sacrifice
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everything and if the common man
has to sacrifice—he being one among
those who constitute the major part
of the population—then, I am sorry
that this will
naturally scare
the
people away from the Government,
from the Plan and from all +hings, a
circumstance which we do not want
to happen.
We want today
the
success of the Plan. We are ready to
sacrifice for the successful fulfilment
of the targets of the Plan, but, if
today the taxes are imposed in this
manner so that the common people
may feel that if they are to fulfil the
targets, they may have to starve,
then, 1 am sorry to say that the
common people may revolt against
the Plan. In that case, we shall be
only helping those sections of ithe
people who do not want the Plan to
result in success.
Today, I am
quite sure that all
political parties agree that the second
Plan must be made a success, and for
that every party is agreeable to co
operate. But for that, an atmosphere
has to be created. It cannot be done
by simply forcing the common people
to choose the path of despair and
starvation to death. If needs the co
operation of the common people and
that can have only if you look iw'.o
their interests and try to minimise
their hardships which, the Finance
Minister, by his tax proposals, has
never cared to.
We know that apart from the excise
revenues, the cost of living and the
prices of commodities are much higher
than the taxes that are being imposed.
It is no denying the fact. We know
that after the budget, we were given
certain
papers from the
Finance
Ministry.
There, one
particular
Item, namdy, matches, it is said—will
cost u* only about 0-J nay a paisa
more.
But
what is the
position
today? We know what is thp result
of
the
taxation.
The price of
o f matches has gone higH. The Char
Minar cigarette packet, which are
never consumed by any rich person
—it being the common "Mgaratte for
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tile common people—has risen from
one and a half annas to two annas.
The prices of tobacco and hooka
tobacco especially have gone high. If
we really
want to see the
Plan
through successfully, it is high time
the Finance Minister should think in
terms of revising (the excise duty.
Even here, on the floor of this
House, we have got so many Congress
Members who have been vociferous
while speaking against the taxaition
measures and the indirect taxation.
They know what Is the reality.
Of
course, if the Finance Bill is put to
the vote, perhaps they will pass
it,
but it will be against thair will. By
imposing such a heavy taxation, you
cannot expect to carry cm your Plan.
The people are really anxious to see
that the Plan becomes fruitful and
ends in success so that ♦he country
may become economically stable and
solvent. Therefore, I would request
the Finance Minister to revise these
excise duties. All the time, we have
been told by the Finance Minister
that after all, when you have accepted
the second Five Year Plan, you have
got to accept these provisions. “It is
not the fault of the Finance Minister;
it is not the fault of the Cabinet; it
is not the fault of the Congress Party;
it is Parliament as a whole which has
accepted this and they have got
to
accept the decision.” That is what he
has been saying.
I do not kndVr
whether it is a veiled threat—that if
we want to carry through the Plan
we have got to pay through .the nose.
But I say there are otheF-tyays. There
is enough scope to get the revenue by
other means
This is not the only
way to get
revenue
by
simply
imposing excise duties on commodi
ties which are generally used by the
common people. It is not by this way
that
you
can
simply
get
their
money.
Without
the
co-operation
of
the
people,—
whatever may
be your
taxation
proposals,—It is not possible to carry
out the second Five Year Plan which
everyone of us wants to put through
successfully.
I do not k n o w , why
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there is this veiled threat every time.
I have been
hearing the
Finance
Minister saying everytime that “the
Parliament has accepted this expendi
ture and naturally, in order to meet
it, I have to find reventjg and nere is
the source* of revenue” .
I would
request him to tap other sources.
There are other sources and the hon.
Finance Minister does know them, I
am sure. Therefore, I would request
the Finance Minister not to impose
this
exorbitant
excise
duty on
matches, tobacco and sugar, but to
tap other sources, where he will
get
the
revenue
required
to
meet the demands under the second
Five Year Plan.
Mr. Chairman: Amendments moved:
(i) Pages 9 and 10—
omit lines 31 '0 45 and 1 to 30
respectively;
(ii) Pages 10

and 11 —

omit lines 34 to
respectively; and

51 and 1 to

15

(iii) Pages II and 12—
omit lines 22 *0 46 and 1 to
respectively.
Shri Mohamed Imam:
move:

I

17

beg to

(i) Page 10, line 32—
for “one rupee ancT iwenty-flve
naye
paise” substitute
"One
rupee”
(ii) Page 10, line 35—
for “Forty rupees"
“ Twenty rupees”

substitute

I have moved these two amend
ments, but that does not mean that I
accept the enhancement of excise
duty on other items. There may be
some justification for 'the imposition
of new direct taxes or the enhance
ment of direct taxes, but as it is,
there is absolutely no justification to
enhance the present rate of excise
duty on various commodities, which
are essential for the comfortable
living of the common man.
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It was pointed out by the previous
speaker that those excise duties have
undergone changes to the prejudice
of the people every year. 1 think no
year has passed without seeing
the
enhancement of the duty on various
items. I
may just point omt
the
rapidity with which these duties have
been enhanced; it was also pointed
out by the previous speaker. In the
year
1948-49. the revenue
from
central excise was only Es, 50 crores.
In 1950-51, the revenue was Rs. 71
crores and it led to steep prices. In
1956-57, the revenue from central
excise duty is Rs. 188,73,00,000 and
this year the budget figures reveal a
revenue of Rs. 209 crores. This shows
to what extent the people have been
taxed and to what extent they hav*
been asked to undergo sacrifices by
the enhancement of duty on various
articles.
It must be understood that when
ever
there is an enhancement
of
excise duty, people suffer not merely
by paying extra taxes, but it has got
a tremendous effect on their economic
life. Every enhancement of excise
duty leads to the enhancement
of
prices.
It leads to inflation and to
economic
disequilibrium.
It
is
common experience that whenever
the duty is enhanced on a certain
commodity, wheat, sugar or iron, the
person who deals in them always
takes advantage of it and puts on his
own price. I may say that this is the
direct cause of inflation also. If the
excise duties have been kept down
and if they had not been increased,
perhaps the prices would not have
soared as high as they are prevailing
now.
In fact, what is inflation?
What
does it denote?
UndA inflationary
conditions, a man
get3 much
less
goods for the
money he
spends.
Secondly, it may also be understood
that he gets much less value for the
social services that are being rendered
to him. The Government takes away
with one hand what it proposes
to
give wnh the other. I may warn that
every enhancement of the excise duty
is the direct cause of inflation. If the

103 t i

Finance

27 AUGUST 1957

[Shri Moh&med Imam]
Government is thinking of getting a
few crores by way of revenue,
the
loss sustained by the nation as
a
whole and by the people as a whole
is enormous.
1 may take one or two examples.
You are making the living of the
people impossible; you are denying
the ordinary comforts for which they
are entitled. As was pointed
out,
these excise duties mainly oppress
■the poor class of people. These duties
do not
oppress
the rich
people,
because It must be known that
the
tax-payer is quite different from the
tax-bearer.
The tax-payer never
suffers; he gets himself indemnified
at the cost of the poor. It is the poor
who have to bear the burden of taxa
tion and they become easy victims of
the tax-payer, who has his own way.
I do not know on what principle the
rates of
excise duties
are
being
enhanced. Is it with a view to confer
any corresponding
benefit on
the
people?
Definitely not.

The odvious reason is that all this
money is required for the imple
mentation
of the
Plan, which
I
characterised a few days back as a
nightmare
I do not know, in the
name of the
Plan, what
financial
difficulties we will have to face, what
further
taxation is going to
be
imposed and what the future has in
store for us. But, as was pointed out
by a few speakers, 1 am afraid much
of the revenue that is derived goes to
increase the number of officers.
It
goes towards their pay, because I can
say that out of the total revenue that
is derived by the Government, not
less than 60 per cent of it goes only
to meet the pay and allowances of
the officers. Similarly, this one also
will go not
for the benefit of
the
people, but to increase the number
of officers.
I very
much agree
with
the
remarks made by Mr. Masani
who
laid that further recruitmen', further
over-crowding, should be stopped at
once. It is proposed to increase the
duty on Iron from Rs. 4 to Rs. 40 and
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to enhance the duty on cement by 3
4 times the original duty.
This
shows the desperate nteosures that
are being adopted by the Government
irrespective of the effect it will have
on the people. I cannot understand
it. Is there any instance where a duty
is being enhanced all at once by 300
or 400 per cent? Do you mean
to
say that
iron and
cement
are
luxuries? Originally the underlying
principle was that all articles
of
luxury should be taxed in order
to
lessen their consumption.
There Is
some
justification to tax liquore
because it is in the interests of
the
State to minimise drinking. But, iron
and cement are articles which are
needed by every person, both rich
and poor
Iron is a material which
is wanted by every person, by even a
ryot, by even an ordinary man. You
want him to pay more. Cement
is
also needed by every person. Is it
the idea of the Government that
a
common man, an ordinary person or
a middle class man should be placed
in an embarrassing position so that
he could not
make use of iron
or
cement? What is the idea? Can the
Finance Minister justify his action in
enhancing the duty by 300 per cent?
ot

Perhaps, hi§ main idea is to grab
as much revenue as possible, tax the
earning of the people as much as
possible. I may point out to him, let
him not be so drastic
Let him be
sympathetic ; let him be reasonable
towards the aspirations of the people.
The Finance Minister always points
out at the opposition. He just now
said that we must co-operate with
him. I may assure him that whenever
we make any suggestion, we make
it tar the good of the people, in the
interests of the country. Let not the
economy of the country be upset.
I
can tell him that with such taxes,
with such indiscriminate taxation, we
are living in an era of taxation and
nothing else. All these taxes have
brought us nothing but
frustatlon.
Let him be reasonable and see that
these taxes are not increased to tbe
prejudice of the people.
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Only one thing more, I would like
to say. Let the Finance Minister give
us an assurance that he will not have,
further recourse to enhancing these
excise duties. It is the future that
makes us very anxious. Why
all
these pains and penalties every year?
Left him once for all say, I levy
so
much every year. Then, he may give
us a respite. When the time for the
presentation of the Budget approach
es, the whole country, the entire
population
will be quite
nervous
thinking whai the Budget will bring
for them, what further privations and
diificuties are in store for them.
He
must give at least some respite to the
people to recover from the various
shocks they have received as a result
of these taxes. It does not matter.
The Finance Minister is going to
carry the day because he is backed by
a big majority. At
least in
the
interests of the country, at least
to
give Jhe people a sense of security,
can he at least give the assurance or
hold out the assurance that at least
for a period o f .........
Shri T. T. Krishnamachari: All the
‘at leasts’ you can have.
Shri Mohamed Imam: I do not
think so. Our past
experience has
been, taxation is not merely an annual
feature.
After you
assumed the
office,
it has become a
biennial
feature
Because, formerly, Finance
Ministers used to come with taxation
proposals once a year. Now, you are
bringing them in more than twice a
year. Recently, six months ago, you
proposed and carried a tax on cloth.
You assured at that time that though
the Government derived a revenue of
Rs. 70 crores, the duty would
not
have the effect of increasing the price
of cloth. You
gave a
categorical
assurance, a definite assurance that
Government will take care to see that
the price of cloth will not go up to
the prejudice of the common man.
What has been the result? Has your
assurance been carried out after the
levy at the excise duty?
Shri I . T.
ffainniwafhari •
hundred per cent carried out.

One
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Shri Mohamed Imam: I am afraid
I cannot agree with you.
Shri T. T. Krishnamachari: If you
can’t agree, facts speak:
Shri Mohamed Inuun: I am a
consumer. I have been purchasing
cloth. Prices have gone up not only
to the extent of the duty which you
proposed, but the merchants
have
imposed their own quota of profit.
An hon. Member: Prices have gone
down.
Shri Mohamed Imam: I am afraid
I have been paying
through my nose.
1 can’t agree.

Shri T. T. Krishnamachari: Still the
nose is there.
Shri Mohamed Imam: At least
give us some hope that we will
be
free from these pains and penalties
at least in the future. I agree with
the previous speaker that he will be
very sympathetic and that he will not
indulge
unduly in enhancing
the
excise duties, especially, he will not
go to the extent of increasing
the
duty by 300 or 400 per cent.
I have got
another amendment
seeking the reduction of the duty on
power alcohol and motor spirit. It is
proposed to raise it to 125 n.P. as
against the existing rate of 98 n.P.
One feature of the presefftv day taxa
tion is that the same commodity is
going to be taxed again and again by
various agencies, by various Govern
ments New taxes are levied on the
same
commodity
It
must
be
remembered that it is not only the
Central Government that levies taxes
on these
commodities. We
must
reckon with the State Governments
also.
The State Government! also,
immediately following the Budget
proposals, come forward with their
own taxation proposals. T h ey also
levy taxes
on these
commodities.
Following the proposals St the State
Governments, the local authorities
also come forward
with their pro
posals. Take, for example, motor
spirit.
First of all, if it comes from
other countries, the import duty has
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to be paid.
Even here, the Central
Government levies the 'excise duty. I
doubt whether the Central Govern
ment has got that power to levy the
excise duty, because, in the
first
place,—I speak subject to correction
—motor spirit is not manufactured in
India. It is a commodity which
is
imported. Excise duty is to be levied
only on such commodities that are
manufactured or prepared in India.
Anyhow, it is proposed to levy
an
enhanced duty on petrol.
Again, the State Government levy
a separate duty, sales tax, on the same
commodity, of six annas. So much
so, before this duty,
petrol
was
costing Rs. 3-8-0 per gallon. I am
sure it will go up to Rs. 4. Similarly,
all these commodities which are
under contemplation now, are also
sure to receive
their quota of taxa
tion from the State Governments and
the local
authorities also.
They
charge what is called octroi.
The
cumulative effect of all these taxes
will be an oppressive burden on the
common man. The Finance Minister
must study the economic condition of
the people. The Finance Ministry
can work efficiently only if they are
well acquainted with the economic
condition of the people.
Petrol is no longer a luxury.
As
was pointed out by Shri Naushir
Bharucha, it is an article which
is
wanted by every person. Stop the
issue of petrol for 15 days and see
what happens. There will be a revolt.
It is no longer an item of luxury. It
is an absolute necessity, as great
a
necessity as food. You do not want
people to travel by cars. Nor do you
want them to travel by buses.
All
this will have the effect of putting up
the ra'es when the people travel by
bus. You must understand the plight
of the people. You must understand
in what predicament, in what difficul
ties they will be, and you must
be
reasonable and sympathetic. The fact
that you need money for the Second
Plan is no justification. We must
adjust ourselves. There is no use
having a too ambitious Plan, having
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a plan which is beyond our capacity.
You must swallow as much as you
can digest and not beyond that.
Taking all these into consideration
I appeal to the Finance Minister.
I
know he is coming from the masses.
I
have
great
veneration
and
reverence
towards
him.
He
comes from the State which Jg next
to mine. I cannot doubt his sincerity.
I hope he
will take a
reasonable
attitude. Because, it is with great pain
I express
that after
Shri T. T.
Krishnamachari assumed the Finance
Ministership, taxes have risen very
greatly. Imposition of taxes has gone
up by leaps and bounds and especially
this year marks the leap year in this
era of taxation.
Mr. Chairman: Amendments moved.
( 1) Page 10, line 32,—
for “One rupee and twenty-five
naye
paise” substitute “One
rupee” .
(ii) Page 10, line 35,—
for “Forty rupees”
“Twenty rupees”

substitute

16 hrs.
Shri K. U. Parmar (AhemdabadReserved-Sch. Castes): Sir, many
things have been said from the opposi
tion side and the treasury benches
regarding the enhancement of the
excise duties. The hon. Finance Minis
ter must be knowing that in the 1 st
schedule of Central Excise and Salt
Act of 1944 there were only 14 items
in 1952. But now there are as many as
27 items and most of these men has
to bear the necessaries of the com
mon man. Now the common man
has to bear the burden. So it is very
difficult for the common man to live
in such hard days. In these circum
stances, seeing the criticism on both
sides of the House, and also the dis
content of the people of India, it would
have been better if the hon. Finance
Minister had decreased the duty. But.

<©317

Finance

27 AUGUST 1657

on the countrary, he' has increased it
So, I regret, I am not in a position to
congratulate the Finance Minister on
his action.
Many thing have been said regard
in g the socialistic pattern of society.
Our hon. Prime
Minister has also
laid some special stress on this. But
the hon. Finance Minister, I may say
if he may not feel offended, is a
pick-pocket. He has withdrawn the
word “social", and beating the people
with the remaining word stick. He
is picking the pockets of the people.
By imposing these taxes and by en
hancing these taxes he is picking the
people of all their earnings. The
Finance Minister says that “when we
have got our Plan, we must have
finances.” But I submit that when our
people are paying taxes, they must
get some return. So much money is
being wasted in this country. When
the people are not finding a square
meal, bread and butter—or we can
even say only bread and no butter—
we are undertaking projects like the
Asoka Hotel. When there is shortage
of foreign exchange, our Ministers are
purchasing costly cars from abroad.
They are not giving any importance
to swadeshi things. Cars manufactured
in India and wasting our exchange.
All the necessaries of life like sugar,
coffee, tea etc. have been taxed. And
the most disgusting thing is Ground
nut and Til oil, which is one of the
necessaries of poors not a non-essen
tial has been taxed and he has failed
to reduce the duty on that. Then the
duty on iron and cement has been en
hanced. On the one hand, we are
giving some subsidies and loans to the
housing societies. On the other hand,
we are taking it back by enhancement
of taxes. So, in these hard days we
are not helping the co-operative hous
ing societies. If it is not possible to
reduce the duty on cement and iron
generally, I would request the hon.
Finance Minister at least to give some
consideration to the housing co-operative societies and encourage them by
giving them cement and iron on re
duced rates of duty.
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Regarding tobacco, Sir, it is being
used for the purpose of making ciga
rettes also. Small leaf between 1|16”
and i ” are used for bidis. But nowa
days the leaf that is used for bidis is
also being used for cigarettes. So it
is being charged at the rate of Re. 1per pound, which is very exhorbitant.
The tobacco crop of 1952-53 is lying
with the curers and the traders.. The
curers and the traders have approach
ed the hon. Finance Minister in this
connection, and he also has declared
that the tobacco crop of 1952-53 was
of an inferior quality.
16 05 hrs.
[Mr.

D

epu ty-S peaker

in

the Chair]

But the said tobacco even after re
ducing the duty to 7 annas, was not
marketable. It was not sold. But
now the same inferior tobacco is not
considered
as inferior tobacco. So
hon. Finance Minister has done a
great injustice to my region, Gujarat,
by treating that tobacco as superior
quality tobacco and he has thereby
taxed it at Re. 1j - per pound. There is
an agitation throughout Gujarat that
such tobacco should be treated as in
ferior quality tobacco and the duty
should be collected at a lower rate.
Since the rate of Re. 1 /- per pound
on bidi tobacco is very exhorbitant,
I humbly request hon.. Finance Minis
ter to reduce the rate at least to twelve
annas per pound.
Regarding sugar, Sir, it has now
become a necessity for the common
man. Everyone is using it. But tlv
rate of duty on sugar has been raised
like anything, which is not justified.
On the whole, I want to say that the
rate of excise duty and the enhan
cement of execise duty is not uni
form and it is not in the interest of
the common man. So I request hon.
Finance Minister to look Into the
matter.
Shri Oza (Zalawad): The pro
visions of the Bill relating to the taxa
tion proposals brought by the Finance
Minister at the time of presenting his
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budget were discussed both in this
House and outside the House, from
every platform and every press. We
can now feel that the country has
more or less reconciled to the taxation
proposals. I concede that because it
was a very large dose, particularly on
commodity taxation, at the initial
stage there was some reaction* But
slowly and gradually the robust commonsense of the people has prevailed
and all round we find that there 'is
not that much of discontent, as it has
been made out to be. Why these
taxation proposals? It has been aptly
described in one sentence—for the
fulfilment of the Second Plan without
releasing the forces of inflation.
I think much has been said about
the Second Five Year Plan. We have
framed a Plan and while the Plan was
placed before this august House it was
discussed by all sections of the House
and also in the country.
And there
is a large measure of agreement
about
it. This
is
the
second
year of the Plan, and I do not think
there is any going back. We cannot
change horses in midstream. And it
is also no use blaming us. Some
friends are saying: “Did we not say
that there would be inflation, that so
much emphasis on heavy industries
was no good?” When we are in the
midst of the Plan, all our efforts should
be directed towards the fulfilment of
the Plan, we should appeal to the
people to strain themselves so that the
Plan on which we have placed so much
hope may be fulfilled and we may
usher in an era of prosperity in this
country.
We find that some sections of the
House are again devoting themselves
to an attack on the taxation proposals,
while one section is devoting its
attack to the emphasis on heavy
industries.
Mr. Deputy-Speaker: I will allow
the hon. Member some latitude as he
had no opportunity of speaking in the
consideration stage, but the speed*
should have some reference to tne
clauses that we have got
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Shri Osa: Before I started speaking
some friends had made an attack 00
the Second Plan and the emphasis on
the heavy industries. That is why I
was referring to it. But the Communist
group and some other friends have
attacked the proposals about indirect
taxes. We know that so far as direct
taxes are concerned, we have almost
reached the saturation point, and it
is no more possible to have more re
venues out of direct taxation. So, just
like any other under-developed coun
try we have to resort to indirect taxes.
As some friend remarked, in a poor
country where most of the people are
poor, what is the percentage of rich
people or upper middle class people?
A very small fraction. Most of the
people in this country are very poor,
and therefore, as in any other under
developed country, in this country also
we have necessarily to resort to in
direct taxes, what are called com
modity taxes. We also concede that
the average man, the poor man is hit,
though not to the extent to which it
has been made out to be, to some ex
tent at least, but as has been pointed
out repeatedly from the Treasury
Benches, there is no other way out if
we want to fulfil the Second Plan.
Let us turn the leaves of history
and find out what other under-developed countries have done when
faced with similar situations. Let us
take the case of Soviet Russia. It was
also under-developed, it was not in
dustrialised, it also wanted to under
take some plans, and in all seriousness
they started their Five Year Plans
one after another.
How did they raise their resources,
as there was a limit to the yield from
direct taxes there also? Though In
Marxist theory, as compared to direct
taxes indirect taxes are considered to
be regressive and not considered to
be in the interests of the masses,
though Marxism condemns it, we find
this phenomenon that
the
very
country which is supposed to follow
what they call scientific Marxism had
to resort to indirect taxes. Hence I
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appeal to my friends to concede that
what it sauce for the goose must be
sauce for the gander also. If Soviet
Russia had to resort to indirect taxa
tion, why should not this country,
which is also facing a similar situa
tion, resort to commodity taxes?
With your permission I would refer
to certain lines from a treatise on
Soviet taxation by Prof.. Hozman of
Washington University who has car
ried out a very useful research into
the Soviet taxation system, and has
written this book after going through
all the facts and figures. He has ob
served:
"The outstanding feature of the
Soviet tax structure is the heavy
reliance placed on indirect or com
modity taxes. Those familiar with
Marxist literature in public fin
ance may find this difficult to
understand, in view of the vehe
mence with which indirect taxes
were attacked by these writers
The basic argument, an argument
of considerable merit, was that
sales and excise taxes were in
equitable (or regressive), falling
most heavily on the poor and on
the members of the working
classes. Why, in spite of their ideo
logical bias, have the Soviets re
lied so heavily on indirect taxes
and so little on direct taxes?"
He poses that question. Now, let us
know to what extent commodity taxes
have been levied there. He says:
"The “tax burden’ increased
steadily and rapidly from 1926 to
1936, roughly doubling over the
ten year period in 1936. The house
hold paid back to the State in the
from of taxes 60 per cent of its
total money income. The ‘burden’
declined during the relatively
good years 1937 and 1938, but in
creased again in 1939 and 1940 as
the Soviets mobilized for war. In
1948 the 'burden’ is estimated to
have been almost 69 per cent”
This is the story in a similar under
developed country.
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I do not grudge what the Soviets
have done. They have done it cor
rectly. I have no complaint againat
it. I only want to appeal to my Com
munist friends that they must have
a similar attitude towards the taxa
tion system here in this under-de*.reloped country. Only because the Gov
ernment structure varies—there it is
a sort of totalitarian State and people
are not allowed to criticise or pro
test, and here we have got a very
good forum—it does not mean that
whatever is legitimate and comes from
this side should be attacked, should
be opposed. I think that is not a help
ful pr a constructive attitude. And
now that they have said that they
support the Second Plan, if this sym
pathy is not to remain only lip sym
pathy and if they are really very
serious and honest about it, I wculd
say—they may forgive me—that they
must support these taxation propo
sals, placed in this situation as we are.
I may also point out that in Soviet
Russia they have not left out the arti
cles of primary necessity. All the
primary necessities required by the
people including bread, salt and sugar,
have been heavily taxed by that
system. One may ask why instead
of relying upon direct taxes, they
have resorted to indirect taxes. There
they say that in order to create a
money illusion in the working classes
they have resorted to indirect taxes.
That is what has been stated by Prof.
Holzman. If there was direct taxa
tion it was felt there would be some
discount. Say for example work
mongeto 200 roubles each and out of
the 200 roubles that they are paid,
they would feel if they are losing 40 or
60 roubles by direct taxes they would
protest. There would be discontent and
there would be some effect on pro
duction. Therefore, by taxing the com
modities, by increasing the prices of
commodities, they created money Il
lusion in the working classes. We do
not want to create any illusion here.
Our cards are always on the table.
When
we have
<0 take from
the
people, we
tell
them that
they
have got
to
pay
for
the fulfilment of the plan. There is
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no humbugging about it. We always
frankly tell the people what sacrifices
they should make in order to fulfil
the Plan.
Another point I want to submit is
this. In Soviet Russia the consumers
had hardly any options. They had
necessarily to buy certain articles and
every article was taxed. Heie in
India, we have got what is called
consumer's options. The consumer
can switch on too other articles in
some cases, I do not say all, bat he has
got the options which are denied to
his counterpart or the working classes
in Soviet Russia. Here, some of the
lower middle class and poor people
can switch on to commodites which
are not taxed.
Taking an over-all view of the
picture, I think our friends not only
inside the House but outside also
should help the Government in creat
ing atmosphere of confidence and a.>k
the people to help in the fulfilment
of the Plan on which all of us have
placed our hopes.
Pandit Thakur Das Bhargava: May
I submit one thing for considtration?
So far as clause 13 is concerned, no
“ ( 5 ) if not flue cured and not
actually used for the manufacture
of (a) cigarettes or (b) smoking
mixtures for pipes and cigarettes;
( 6)
it
purpose.

used

for
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time has bean fixed. Yet, we have to
see that the other amendments alto
are properly discussed. I think if we
proceed at this rate, there will be no
time left for amendments to the First
and the Second Schedules. I would
respectfully beg of you to kindly see
that we are also allowed to move our
other amendments and discuss them.
Mr. Dputy -Speaker: That means
that within the next ten minutes, we
must finish the discussion on this
clause.
Shri Prabhat Kar: Clause 13 and the
Schedules are the two important por
tions in this Bill.
Pandit Thakur Das Bhargava: There
are important amendments to the
Schedules also.
Shri Prabhat Kar: We can divide
the time and give half to both.
Shri P. R. Patel (Mehsana): I beg
to move:
Pages 10 and 11—
for lines 45 to 51 and 1 to 15 res
pectively, substitute:

Twenty-five naye paise per lb.

agricultural

Two types of tobacco are there,
fiue-cured and non flue-cured. The
non-flue-cured tobacco is generally
used for bins, or chewing, or in hooka
or for charam and snuff. This tobacco
is consumed by the poor people. So,
my submission is that the excise duty
on this should be reduced to h»lft
that is, to 25 nP from 50 nP.
Then, I would like to draw your
attention to item (f) ( 5 ) (iv) which
reads thus:

Nil.”

“ tobacco cured in whole leaf
form and packed or tied in bund
les, hanks or bunches or in the form
of twists or coils;” .
If these coils, bundles etc. are process
ed, the result will be that there will
be dust, there will be rawa, and there
will be stems which may be larger
than one-fourth of an inch and stems
not larger than one-sixteenth of an
inch. Also, there may be stems which
may be in between one-fourth o f an
inch and one-sixteenth of an Inch. I
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would like to know from the Minister
whether when these leaves or these
bundles or bunches are processed, he
will tax them again, or whether he is
going to allow even the tobacco with
steins between one-fourth of an inch
and one-sixteenth of an inch to be
used for iuris.
I think that this
tobacco can be processed for
biris
even. So, my submission is that the
distiction
between
non-flue-cured
tobacco, and the last category that
has been put in, namely “other than
flue-cured and not otherwise specified”
is not necessary, and it will rather en
courage corruption to a little bit.

no corruption. I want to point out
one other thing. If tobacco dust, or
useless tobacco is used for agricultural
purposes, there should be no excise
duty on it. It was so in the original
Act, but in this Bill, it is not there.
So, I submit that the Minister may
accept this amendment.

Whatever tax he may impose, let it
be a uniform tax, so that there will be

for lines 45 to 51 and 1 to 15 res
pectively, substitute—

I do not want to say anything more,
but I leave it to the Minister to
accept this amendment.
Mr. Deputy-Speaker:
moved:

Amendment

Pages 10 and 11—

“ (5) if not flue-cured and not
actually used for the manufacture
of (a) cigarettes or (b) smoking
mixtures for pipes and cigarettes;

Twenty-live naya paise per lb.

( 6)
pose.

Nill.”

if used for agricultural pur

Shri T. T. Krishnamachari: One
who moves for consideration of this
Bill bargains lor ttua kind of discus
sion. Yesterday and toaay, I have
been stressing the importance of the
taxation p.cture as a whole.
I also
pointed out that one section of hon.
Members would not give me excise
duties, and another section
would
not give me any direct taxes. And
that leaves me exactly where I am.
I know hon. Members are sufficient
ly intelligent to know what the real
position is. They want probably a
division, but they do not expect that
this Bill should not be passed, because
I think they really want the Plan to
go through. But they must make
political capital out of this and speak
for the common man.
My friend from Saurashtra spoke
about Soviet taxation. But I do not
think people would like to be remind
ed of it, because I do not think hon.
Members opposite have got anything

to do with the Soviet system; they do
not believe in that. »y^iem at
ait
After all, if they believe in that
system, they will find that this Gov
ernment is an extremely liberal Gov
ernment. They are concerned with
private liberty and the rights of the
individual___
Shri Nagi Eeddy (Anantpur): And
incentives to private property too.
Shri T.*T. Krishnamachari:.............
which they would iiK.e to increase.
They would like to increase the liberty
of the individual and the amenities to
the common man.
Shri Sadhan Gupta: Ex-rulers also.
Shri T. T. Krishnamachari: I think
in the Soviet Union, indirect taxation
forms the main part. I have also read
something about Soviet taxation. I
think their turnover tax somewhere
about 1931 or 1932 was near about 11
billion roubles. Today, it is some
where near 250 billion roubles.
If
somebody reads this out, it will be
found that it has been progressively
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rising. And that is exactly what has
happened in a very small measure in
this country. But Shri Prabhat Kar
is not a Marxist of that character, and
he is a communist of the Indian
variety. Therefore, he has different
principles. I do not blame him. But
the whole idea is, if he did not speak,
how could he go and agitate against
these taxes and say *You must have
prabhat pheris, you must have hartals
and various other things in order to
protest against taxation’? And he has
to prepare the ground. I understand
him. ‘ Probably, in his position, I shall
do the same thing; that is probably
what my people are doing in his part
of the country.. And this is all part
o f the political game.
Mr. Deputy-Speaker:
then?

It is mutual

Shri T. T. Krishnamachari:
It is
mutual in the sense that they must
sling, I would not say mud but, stones
at those In power.
They know fully well that in this
particular case, what we are doing is
not a wrong thing, that the taxation
•that has been levied is a very micro
scopic portion of a man’s existence.
I think my hon. friend from Mysore
would be given the prize for inaccu
racies, if we evaluate inaccuracies
from hon. Members.
Shri Dasappa
Chttaldrug.

(Bangalore):

From

Shri T. T. KrMinama/flinrtShri
Dasappa would not have him in
Mysore.
Shri Mohamed Imam: On a point
of information. When Shri Dasappa
was the Finance Minister, all the
finances got depleted.
Shri T. T. Krishnamachari:
The
finances got deflated, and my
hon.
friend got inflated, and the net result
is I am the beneficiary.
My hon. friend mentioned some
thing about cloth. I do not say that
this Government is very successful
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or very clever, but on doth, at any
rate, we can claim that we did some
thing, maybe, in an indifferent sort
of way, but we have been able to
keep prices steady. I think we have
got a whole list of articles, where
prices have not risen. So far as
cloth is concerned, the price of
swadeshi drill was Rs. 1.52 in August,
1956, before the imposition of the
duty, Rs. 1.47 in March, 1957, Rs. 1.47
in April, 1957, Rs. 1.47 in May, 1957,
and Rs. 1.47 in June, 1957. In fact,
if you see it, there may be a differ
ence of just two or three naye paise
But by and large, the prices have
been very steady. The increase in
prices that took place before August
1956, would be neutralised after
August, 1956. The extra duty that
we got from the industry has been
mopped up by the industry, •because
they could not sell it for the higher
price.
There,
the
consumer
operated with them. All honour to
him! We advertised, went round and
told him, do not pay the higher price;
and he did not pay. Therefore, the
prices came down. So, we have tried
our best, so far as cloth is concerned,
and I think Government holds a good
record that way. When Government
raised the duties, it did so specifically
because the prices were high, and
they were likely to go higher. I
think we have succeeded in keeping
down the prices.
Of course, Shri Mohamed Imam
has got an unfortunate trader who
apparently has been cheating him for
a long time and who can afford to
cheat him. . . . . .
Shri Mohamed Imam: i am not
a trader. I have nothing to do with
trade.
Mr. Deputy-Speaker: The Minister
only says that be has got some
trader who have been behaving like
that.
Shri T. T. Kriahnamachari: I can
only protect the community at large,
but I cannot protect Imam’s. They
must be exposed to the artifices of
the trading community.
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My hon. friend, Shri Sadhan Gupta,
made (me of his most, shall I say,
charitable speeches. He usually is
rather strong in his language when
ever 1 am concerned. Today he was
very kind! I appreciate it In fact,
it was only to make up for the lack
of vehemence on the part of Shri
Sadhan Gupta that Shri Prabhat Kar
became a little vehement. Of course,
the balancing is there. But the fact
is that they know that this increase
is practically negligible. It may be
that traders are going to make use of
it. It is likely. But my friends have
to protect their flanks and they must
go on agitating. Therefore, there is
opposition. What can I answer to
an amendment which has been pro
posed as fc rearguard action? It must
remain a rearguard action. I hope
the House will understand that this
is merely a matter of rearguard
action and has no substance so far as
arguments are concerned.
Mr. Deputy-Speaker: I shall, with
the permission of the House, now put
all the amendments to clause 13 to
the vote of the House.
The question is:
Page 9, lines 39 and 40—
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for “Four rupees and sixty naye
paise” substitute “One rupee.”
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 10, lines 10 and 11—
for “Three rupees and twenty-five
naye paise" substitute “Seventy-five
naye paise.”
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 10, lines 14 and 15—
for “Three rupees and fifteen naye
paise”
substitute “Sixty-five naye
paise.”
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 10, lines 18 and 19—
for “Three rupees and five naye
paise” substitute “Fifty naye paise."
The motion was negatived,
Mr. Deputy-Speaker: The question
is:
Page 10, lines 21 and 22—

for “Four rupees and ninety naye
paise*’stibstUute
“One rupee
and
fifty naye paise” .
The motion was negatived.

for “Two rupees and ninety-five
naye paise” substitute Twenty naye
paise.”
The motion was negatived.

Mr. Deputy-Speaker: The question
U:

Mr. Deputy-Speaker: The question
is:

Page 9, lines 42 and 43—

Page 10, lines 24 and 25—

for “Four rupees and seventy-live
naye paise” substitute “One rupee
and twenty-five naye paise.”

for “One rupee per gross of boxes’'
substitute “Five naye paise per gross
of boxes.”

The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 10, lines* 1 and 2—

The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 10, line 27—
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for “Ejjhty naye paiae” substitute
Two naye paise” .
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 11, line 31—
for “Fifteen naye paise” substitute
4lflve naye paise.”
The motion was negatived.
Mr. Deputy-Speaker: The question
Is:
Page 11, line 41—
for ‘Ten naye
“Two naye paise” .

paise”

substitute

The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 11, line 43,—
for “Five” substitute “One” .
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 12, line 7,—
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for “One rupee and twenty-five
naye paise” substitute “One rupee’*
The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Page 10, line 36—
for
“Forty
rupees”
“Twenty rupees".

substitute

The motion was negatived.
Mr. Deputy-Speaker: The question
is:
Pages 10 and 11—
for lines 45 to 51 and 1 to 16 res
pectively, substitute:
“ (5) if not flue-cured Twenty-five
and not actually naye paise
used
for
the per lb.
manufacture
of
(a) cigarettes or
(b) smoking mix
tures for
pipes
and cigarettes;
( 6 ) if used for agnculture purpose.

Nil”

The motion was negatived
16 32 hrs
[Mr Speaker m the Chair].

for “Fifteen” substitute "Two”.

Mr. Speaker: The question is:

The motion was negatived

“That clause 13, as amended,
stand part of the Bill”

Mr. Deputy-Speaker: The question
is:
( 1) Pages 9 and 10,—
omit lipes 31 to
respectively;
(ii) Pages 10 and
omit lines 34 to
respectively;
<111) Pages 11 and

45 and 1 to 30
11,—
51 and 1 to 15
and
12,—

omit lines 22 to 46 and 1 to 17
respectively
The motion was negatived.
Mr. Deputy-Speaker: The question
Is:
Page 10, line 32,—

The Lok Sabha divided . . . .
Shri M. M. Gandhi (Panchmahals):
My pus»h button is not in order.
Shri C. D. Pande: That is why there
is a red light in the ‘Ayes’.
Mr. Speaker: Hon Members must
press simultaneously and keep on
pressing
The result of the division
followsAyes 124; Noes 50*
The motion was adopted.

is

as

Clause 13, as amended, was added
to the Bill.
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(i) for lines 20 to 32, substitute:

Clause 14— (Amendment of Act 6
o f 1898)

“ (i) for the heading Letters and
the entries thereunder, the follow
ing headings and entries shall be
substituted, namely:—

Amendment made:
Page 12,—
Letters
F or a

weight not exceeding one and a half tolas .

.

For every one and a half tolas, or fraction thereof,
a half tolas

.

.

.

exceeding one and

15 naye paise
10 naye paise

Letters-cards
10 naye paise”

For a letter-card
(ii)

omit lines 36 to 39.
—[SArt T. T. KrishnatHachari]

Shri T. T. Krishnamachari:
As I
mentioned yesterday, we have drop
ped the increase in rates in postcards
and substituted it by an increase in
the envelope rate. At the same time
we have increased the weight of the
envelope from one tola to one and a
half tolas.
Shri Sadhan Gupta: I beg to move:
(i)

Page 12, line 28—

for “4” substitute “2” .

Here, I have moved my amend
ments regarding the price of post
cards. I have not touched envelopes.
I have confined myself to postcards
for this reason that it is essentially
the common people in the villages
and the towns that use the postcards.
Mr. Speaker: He wants a reduc
tion further down.

(ii) Page 12, line 31—
jor “ 6" substitute “4".
<ui) Page 12, line 32—
for “ 12” substitute “ 8” .
Shri Naushir Bharucha:
move:

Minister’s principles of taxation. Our
principle is mainly to distribute the
burden equitably and to put as little
burden as possible on the common
people.

I beg to

Shri Sadhan Gupta: Ves, Sir. I
have provided for local postcards 2
naye paise instead of 4 naye paise
and for ordinary postcards a reduc
tion from 6 to 4 naye paise and cor
respondingly for the reply cards
from 12 to 8 naye paise. I commend
thus amendment to the acceptance of
the House.

Page 12—
omit lines 24 to 32.
Shri Sadhan Gapta: I have moved
my amendments in pursuance of my
principles of taxation or rather our
principles of taxation on this side of
the House, as opposed to the Finance

Shri T. T. Krishnamachari:
are the amendments, Sir?

What

Mr. Speaker: He wants to further
reduce the existing price of postcards.
Shri T. T. Krishnamachari: By
accepting my amendment to clause
14, amendment No. 13, the whole

•Names of members who had recorded votes have not been included
under direction of the Speaker as the photograph copy of Division
result did not clearly show the names of all members.
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item regarding postcards has been
removed. How can this be moved
now? But I do not want to stand on
technicalities.
Mr. Speaker: The hon. Minister has
restored the original price of the
postcards. But there is nothing to
prevent the hon. Member from ask
ing for a further reduction. That is
his amendment.
Shri T. T. Krishnamachari: But I
do not think technically it is correct
Mr. Speaker: The amendment was
an amendment to the original amend
ment in the Bill. I should put it
first.
Shri T. T. Krishnamachari: Even
assuming that you had put it first,
how could it be correct? I will leave
it at that.
Mr. Speaker: It will be an amend
ment to the amendment. I should
have put it first and the Government
amendment next.
Shri Sadhan Gupta: It is absolutely
necessary that the burden should be
equitably distributed. I am not con
vinced by the arguments advanced by
the hon. Finance Minister about an
integral system of taxation. I can
not appreciate, as I will say later on
in connection with the Schedule, the
idea of an integral tax system where
all the burden will be borne by one
class.
Mr. Speaker: Are we going to dis
cuss the policy once again? The card
is the poor man’s card. Anything can
be said about that but not on the
general plan.
Shri Sadhan Gupta:
reply to clause 13.........

He said

in

Mr. Speaker: Clause 13 is over
now. He has been saying that in the
beginning; he said it once again at
the consideration stage. Possibly, he
wanted to use it again in clause 13.
But that does not mean that you must
go on repeating it at every stage.
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Shri Sadhan Gopta: I gave my
reasons for reducing the price of the
postcard.
Mr. Speaker: It is the poor man's
card.
Shri Sadhan Gupta: It is the poor
man's card and the burden should
be more equitable.
Shri T. T. Krishnamachari: It is aa
equitable as.........
Mr. Speaker: The hon. Member says
that the burden must be thrown cm
the richer sections and the poor man
should be shown larger consideration.
This is the point.
Shri Sadhan Gnpta: I commend my
amendments for the acceptance of
Government.
Mr. Speaker: Amendments moved:
(i) Page 12, line 2&—
for “4” substitute “ 2” .
(ii) Page 12, line 31—
for “ 6” substitute “4”.
(iii) Page 12, line 32—
for “ 12” substitute “ 8” .
(iv) Page 12—
omit lines 24 to 32.
Shri T. T. Krishnamachari: When
we raised the price of the postcards
we were losing Rs. 1 crore because
the price of the postcard was really
costing a little less than 7 naye paise.
That was why we raised it; 6 naye
paise would reduce the loss. Natural
ly, the public and those in the House
felt that that should not be done.
That is why we have dropped the
rise and went over to the envelopes.
Now, the hon. Member wants us to
increase the loss from Rs. 1 crore to
Rs. 2 crores. That is the idea. I am
afraid that while I applaud the senti
ment of my hon. friend who wanta
to give away Government’s money aa
if it is in his own hands, I am unable
to follow his arguments or even to
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take action on the lines suggested by
him. I have to oppose the amend
m ent
Mr. Speaker: Shri Bharucha.
Shri Naushir Bharucha:
donot
want to speak; m y hon. friend has
voiced my sentiments already.
Mr. Speaker:

The question is:

Page 12, line 28,—
for “4” substitute “2” .
The motion was negatived.
Mr. Speaker:

The question is:

Page 12, line 31,—
for “6” substitute “4” .
The motion was negatived.
Mr. Speaker:

The question is:
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Mr. Speaker: The question is:
“That clause 14, as amended, stand
part o f the Bill.”
The motion was adopted.
Clause 14, as amended, was added
to the Bill.
Clause 15 was added to the BitL
New Clause 16
Mr. Speaker: Then, there is a Gov
ernment amendment for the addition
of a new clause 16, amendment No.
14.
Shri Mohamed Imam: Sir, on
a
point of order. I had tabled an
amendment for the addition of a new
clause 8A and it was ruled out by
you on the ground that it was a new
clause and it had no reference to this
Bill. This is also a new clause, Sir,
which the Government want to be in
serted.

for “ 12” substitute ‘' 8” .

Shri T. T. Krishnamachari: It is a
consequence of the amendments made
already.

The motion was negatived.

Shri Mohamed Imam:
It is more
or less confiscatory. It says:

Page 12, line 32,—

Mr. Speaker:
I do not put Shri
Bharucha’s amendment because he
does not press it.
Shri Sadhan Gupta: Sir, once the
amendment has been moved it should
be put to the vote unless it has been
-withdrawn. He merely did not speak
on his amendment.
Mr. Speaker: The hon. Member
does not press it and he does not
speak. He keeps quiet.
Shri Sadhan Gupta: But the legal
form requires it, Sir.
*
Mr. Speaker: I shall put the ques
tion then.
‘Has the hon. Member the leave
of the House to withdraw his
amendment”
'The amendment was, by leave, with
drawn.

“Notwithstanding anything con
tained in the Provisional Collec
tion of Taxes Act,
1931,
no
refund shall be made of any
duties of excise or customs collect
ed before the commencement of
this A ct. . . . ”
So, this is new clause which has no
reference to other clauses. This gives
extra power to the Government.
Mr. Speaker: The hon. Member
has stated his point; I have under
stood it.
Shri Mohamed Imam: On the same
ground this is also not admissible.
Shri T. T. Krishnamachari; The
point is this. This new clause is as
a consequence of
certain changes
made in the Bill. There has been a
change in the Bill; in fact, there has
been a reduction of duties which were
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[Shri T. T. Krishnamachari]
in the original Bill. Naturally, we
have to be protected because of that
change. This clause merely seeks to
protect Government from anything
that may arise as a result of our with
drawing the duties on kerosene, tea
and coffee. It follows as a conse
quence and consequential clauses can
be put in.
Mr. Speaker: So far as this matter
is concerned, hon. Members will see
that on page 13 of the Bill there is a
declaration under
the
Provisional
Collection of Taxes Act, 1931—Act 16
of 1931 which says:
“It is hereby declared that it is
expedient in the public interest
that the provisions of clauses 12
and 13 of this Bill shall have im
mediate effect under the Provi
sional Collection of Taxes Act,
1931 ”
Additional taxes are imposed under
the Bill As soon as the Bill was
introduced, under the provisions of
this Act, as it had been accepted by
this House, those amounts have b^en
collected
In pursuance of some re
presentations made the hon Finance
Minister found it desirable that these
taxes need not be imposed, particu
larly on those articles of consumption
Therefore, he has allowed some e
emptions in favour, or allowed orm-.sions of those taxes.
Now, the question is whether the
money that has been collected by way
of those taxes under the provisions of
the original Bill as it was introduced
in the House should be refunded or
not
If these amendments had not
been tabled by the Government, there
would not have been any need for an
amendment of this nature It is in
pursuance of those amendments that
this has been brought in
Notwith
standing the amendments they may
keep quiet, they may say we are
prepared to refund, equally they
may say, w e won’t refund, we will
keep it, for various reasons it is not
possible to refund everyone.

This matter has coma up in various
other ways before, wfren another Bill
was introduced in this House relating
to sales tax
where Bihar collected
some taxes and so on.
Shri T. T. Krishnamachari: We have
ourselves a precedent. In 1955 tna
Parliament imposed the excise duty
on sewing machines which was subse
quently withdrawn. A similar pro
tection was then given.
Mr. Speaker:
There are rulings
already given. I do not want to labour
this point
The amendments are
closely related, or inter-connected or
vitally connected If I disallowed the
the hon. Member’s amendment, it is
because that it does not flow out of
any amendment or the Bill as intro
duced. Therefore I disallowed it.
There is no analogy between the one
and the other I over-rule the point
of order
Shri T. T. Krishnamachari: Sir,
beg to move-

I

Page 13—
alter line 6, add:
“ 16 Excise and customs duties
collected before
commencement
of Act not to be refunded —Not
withstanding anything contained
in the Provisional Collection of
Taxes Act, 1931, no refund shall
be made of any duties of excise
or customs collected before the
commencement of this Act by
virtue of a declared provision
within the meaning of that Act
contained m the Finance (No 2)
Bill, 1957”
Sir, the items really are kerosene,
coffee and tea. Also matches, Sir,
where we have given certain conceS'
sions of 10 to 15 naya paises per
gross It is impossible to find out to
whom it is to be given Under 64A
of the Sale of Goods Act producers
and other people are enabled to re
cover excise duties or customs and
they have done so. Therefore, it is
very difficult to refund the dUSy- t »
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particular persons. 'rhat is why we
have asked for this exemption from
liability to refund duty.
Mr. Speaker: Kefund the duty to
the consumers or middle men?
Shri T. T. Krishnamachari:
We
have been paying higher cost for a
cup of coffee.
We cannot say who
have got the benefit of it. In fact,
more people have benefited by it than
lost by it.
Mr. Speaker: The hotel keeper will
take it away.
Amendment moved:
Page 13—
after-line 8, add:
“ 16. Excise and customs duties
collected before
commencement
of Act not to be refunded.—Not
withstanding anything contained
in the Provisional Collection of
Taxes Act, 1931, no refund shall
be made of any duties of excise
or customs collected before the
commencefnent of this Act by
virtue of a declared provision
within the meaning of that Act
contained in the Finance (No. 2)
Bill, 1957."
Pandit Thakur Das Bhargava: so
far as this question is concerned,
there may be practical difficulties as
the hon. Finance Minister has pointed
out in making refund to people. At
the same time, it is one of the most
dangerous principles to which we
cannot subscribe.
Supposing Shri
T. T. Krishnamachari is not there,
there is some other Finance Minister
and he, with a view to collect more
taxes, brings in a provision of this
kind, what can we do?
Shri T. T. Krishnamachari: There
is a time factor, which the hon. Mem*
ber must also recognise. So far as
kerosene and newsprint are concern
ed hardly any mischief has been done.
So far as tea and coffee are concern
ed, it took some time.
So far as
matches are concerned it is infinitesi
mal, and in any event it won’t be
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possible to refund it.
So, various
duties differ in character and there is
the time factor. So far as kerosene
and newsprint are concerned, no
damage was done.
Pandit Thakur Das Bhargava: My
submission is this. Supposing today—
I
am not referring to the present
Finance Minister, he will not be so
dishonest as that—some other Finance
Minister who takes it to his head to
first of all put certain taxes which he
knows he does not want to continue.
Under the Provisional Collection of
Taxes Act he can collect those taxes
from the very date the Bill is intro
duced though we have not passed it
and ultimately he may come forward
with a provision like this. He knew
from the very start that such provi
sions will not be passed by the House,
yet he may bring a measure like that
and ultimately say that the amount
cannot be refunded. So
far as the
present Minister is concerned I have
no difficulty, he will not do that. At
the same time there can be people
who may do like that.
This may
seem as a precedent. We do not know
where we stand.
I can understand that in many cases
it is difficult to refund the amount, but
there can be cases where refund i5
possible. This pfbvision will apply
to all. Therefore, my submission is,
if you want to have a clause like this,
have it in a qualified manner that in
cases where refund is possible cer
tainly refund would be made. If it
is impossible to refund then you may
appropriate that amount for certain
purposes. In law and in fairness we
are not entitled to these taxes unless
they are passed by this House.
In
case- we have collected some money
under these taxes, that money can be
called tanted money. At the same
time, where we can refund we must
refund and where we cannot refund
that money can be used for public
purposes.
Shri Dasappa: Sir, I wish to refer
to one particular case, and that
is
about coffee, where it is quite possi-
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ble for the hon. Minister to refund
the amount This is how coffee sales
take place. The Coffee Board holds
its periodical auctions. There are re
cognised dealers who purchase at the
auctions. They pass it on to the
various other dealers and purchaser or
their customers. What happens in
this case, is, by the time they can
pass on the goods that they had pur
chased to their customers the excise
duty was withdrawn by means of a
notification. So, the amounts that they
paid could not be recovered from
their customers with the result that
they have suffered a substantial loss.
They can easily be traced to the last
by a look into the list of recognised
dealers and the amounts refunded.
Therefore, I support the contention
of my friend Pandit Thakur Das
Bhargava who says that the wording
must be such that where there
is
really justification, where it is possible
to refund it shall be open for the hon.
Minister to refund. I want what is
known as an enabling clause to be put
here and the discretion may be entire
ly vested in the hon. Minister to do
as he thinks best taking the equities
into consideration.
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Dr. Snsila ayar (Jhansi):
The
extra prices that have been paid by
the consumers, they cannot possible
get back if these taxes are refunded.
There is absolutely no sense in giving
back the money to the big traders
who can very well afford to lose a
little even if it had been a loss to
them. We have criticised the Finance
Minister in this House for returning
Rs. 7J crores super-tax, etc, etc. and we
questioned him as to why that refund
was made. Now, we want him to do
the contrary. We want him to return
the money that has been collected.
It may be small sum or large, but I
think that in view of the fact that
the man who has taken one cup of
coffee or ten cups of coffee or one
bottle of kerosene or ten bottles of
kerosene cannot possibly get back the
refund. It will be fair on the part
of the Finance Minister to devote
that sum to the social services tcir
the benefit of the Common man. But
I do not think it is at all desirable
or practicable to have that money
returned to the people Who have paid
it and to pay it to the rich middle
men or the traders I think, will be
highly undesirable and it should not
be done
17 hrs,

Shri T. T Krishnamachari: Sir, I
happen to know the coffee trade fair
ly well, inspite of the fact that the
hon Member comes from Mysore, and
I can say that it would be very very
difficult for me to say very clearly
that these people have not passed on,
or have not sold and got the benefit
of the tax Tt is absolutely impossible
It may be that you can probably find
one instance, in which case it wil be
discrimination, and it will be wellnigh impossible to make it a general
condition even in regard to coffee
trade. I know the hon. Member is
interested in the trade, but I happen
to know something about it, I happen
to know the traders, I happen to
know where all auctions are held and
who buy it. It is not possible to make
*ny refund.

Shri Sadhan Gupta rose—
Mr. Speaker:
I<? it necessary to
refund it9 Does the hon.
Member
want it to be refunded’
Shri Sadhan Gupta: No, Sir.
supporting the amendment.

I am

Mr. Speaker: I thought that he was I
going to oppose the amendment.
Shri Sadhan Gupta: It is incon
ceivable that this amendment should
be opposed, but the speech of Pandit
Thakur Das Bhargava impells me to
say something on this matter. I am
astonished that Pandit Thakur Das
Bhargava should plead for a refund
of excise, duties to those persons who
obviously had recovered the excise
duties from the consumers already.
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So, what he pleads lor amounts to
this; namely, because we have made
a Tnintaka or because we are chang
ing our point ol view, the person who
Hag already recovered the excise duty
should get double the benefit by way
ol getting a gratuitous contribution
from the Government. He has not
paid the Government. 'H e has realis
ed from the consumer. He has taken
the money from the consumer and he
has only passed it on to the Govern
ment. Has he any better nght than
the
Government to retain
this
money? I could have understood it if
it was paid over to the consumer, in
which case I would have certainly
pleaded for a refund. But it is not
capable of being paid over to the
consumer. All we can do is, either
the Government should retain it or it
should be given to someone who de
serves it.
The only argument that Pandit
Thakur Das Bhargava has given is
the case of an imaginary, dishonest
Finance Minister who might collect
the taxes, knowing well that we
would not approve of them, and then
after collection, take away this provi
sion and retain the taxes. I am not
very much impressed by this argu
ment and I am not very much afraid
of such a dishonest Finance Minister,
because, after all, he is—
Mr. Speaker: We will try to finish
this Bill b y 5-30 p . m . Then hon.
Member agrees with the amendment.
The trouble arises only when the hon.
Member doeS not agree with the Gov
ernment.
Shri Sadhan Gupta: Apparently,
that seems to be the clinching argu
ment of Pandit Thakur Das Bhargava,
but the point is, we are running a
Government on the principle of res
ponsible Government. The Finance
Minister can only have his own way
if we approve of it, If we consider
the Finance Minister dishonest, we
are free to throw him out. If the
Finance Minister, in spite of his dis
honesty, has control over the Parlia
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ment through his party, well, we have
no other way. In this way, there can
be so many things.
Mr. Speaker: The
may finish soon.

hon.

Member

Shri Prabhat Kar: His support must
be qualified.
Shri Sadhan Gupta: In this way,
we may be doing . so many things
which should not be passed by this
House, but once they proceed as a
responsible Government, what Pandit
Thakur Bhargava said as an argu
ment does not hold water. Of course,
the Government can use the fund col
lected to a good purpose as Dr. Sushila
Nayar suggested. That is a good
thing, but we cannot provide for this
in the Finance Bill, I suppose. So, we
can only recommend to the Finance
Minister that he might take note of
it—regarding the utilisation of the
money—but to refund it to those who
have paid or who had passed on these
excises to others, is not proper. I am
entirely against it. Thus, I support
the Government in this,, matter.
Mr. Speaker: I will now put the
motion to the vote of the House.
The question is:
Page 13—
after line 6, add:
“ 16. Excise and customs duties
collected before commencement of
Act not to be refunded.—Not
withstanding anything contained
in the Provisional Collection of
Taxes Act, 1931, no refund shall
be made of any duties of excise
or customs collected before the
commencement of this Act by
virtue of a declared - provision
within the meaning of that Act
contained in the Finance (No. 2)
Bill, 1957.”
The motion was adopted.
Mr. Speaker:

The question is:

“That new clause 16 be added to
the Bill.”

Finance
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The motion was adopted.
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Page 14 to 16—

New clause 16 was added to the Bill
The First Schedule.
Mr. Speaker: The hon. Minister of
Finance, may move his amendment to
the First Schedule and explain what
exactly he is doing by that amend*
ment,
Shri T. I . Krishnamachari. I beg
to move:

For lines 1 to 39, 1 to 39 and 1 to
5 respectively substitute—
“ (i) In the case of every individual
who is married and every Hindu un
divided family whose total income
does not exceed Rs. 20,000 in either
case.

Rate of Income tax.
Where the individual has Where the individual has
one child wholly or
no child wholly or mainly
mainly dependent on
dependent on him or where
him or where the Hindu
the Hindu undivided family
undivided family has
has no minor coparcener.
one minor coparcener.

I.

On the first

2. On the next

3456.
7-

On the next
On the next
On the ne*t
On the next
On the next

Where the individual has
more than one child whol
ly or mjinly dependent on
him or where the Hindu
undivided family has more
than one minor coparcener.

total
income

total
income

total
income

Rs.

Rs.

Rs.

3,000
2,000
2,500
2, 500.
2,500
2.500
5,000

3>300

3,600
1,400
2,500
2,500
2,500
2,^00
5 000

1,700
2,500
2,500
2,500
2 500
5,000

(ii) In the case of every indivi
dual who is not married and every
individual or Hindu undivided family
wliose total income in
either case
exceeds Rs. 20,000 and m the case of

every unregistered firm or other
association of persons, not being a
case to which Paragraph B or Para
graph C or Paragraph D of this Part
applies : —

( 1) On the first Rs.
1,000 of total income
(2) On the next Rs.
4,000 -Jo(3) On the next Rs.
2,500 -do(4) On the next Rs 2,500
-do(5) On the next Rs.
2.500 -do(6) On the next Rs 2, 500
-do( 7) On the next Rs. 5,000
-do(8) On the balance of total income
Provided that for the purposes of
this Paragraph—
( 1 ) no income-tax
shall be pay
able on a total income which does
not exceed the limit specified below,

Nil
3%
6%
9%
u%
14 %
18 %

Nil
3%
6%
9%
11 %
M%
i«%
2’5%

by which the total income
the said limit;

exceeds

( iii) the income-tax payable by an
individual who is married or a Hindu
undivided family whose total income
(ii) the income-tax payable shall
exceeds in either case Rs.’ 20,000 shall
In no case exceed half the amount not exceed the aggregate of—
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(a) the income-tax which would
have been payable if the total
income had been Rs. 20,000;
(b) half the amount by which
the total
income exceeds
Rs. 20,000.
The limit aforesaid shall be(i) Rs. 6,000 in the case of every
Hindu undivided family which as at
the end of previous year
satisfies
other of the following conditions,
namely:—
«(a) that it
has
at least two
members entitled to claim
partition who are not less
than eighteen years of age;
and
(b) that it has at least two mem
bers entitled to claim parti
tion who
are not lineally
descendedone from the other
and who are not/lineally des
cended from any other living
member of the family;
<ii) Rs. 3,000 in every other case.
Sur~charges on Income-tax
The amount of income-tax compu
ted at the rates hereinbefore speci
fied shall be increased by the aggre
gate of the surcharges calculated as
under:
(a) A surcharge for purposes of the
Union equal to the sum of—
(i) five per cent, of the amount of
income-tax; and
(ii) where the earned income in
cluded in the total income exceeds
Rs. 1,00,000, five per
cent, of the
difference between the amount of
income-tax which have been payable
on the whole of the earned income
included in the total income if such
earned income haa been
the total
income and the amount of income-tax
payable
on
a
total income of
Rs. 1,00,000;
(b) A special
surcharge on un
earned income at fifteen per cent, of
the difference between the amount of
income-tax on the total income and
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the amount of income-tax on the
whole of the earned income, if any,
included in the total income of such
earned had been the total income,
Provided that—
(i) no surcharge for purposes of the
Union shall be payable where the total
income does not exceed the limit spe
cified below;
(ii) no special surcharge on un
earned income shall be payable in the
case of an assessee whose total income
does not include any income from
dividend on ordinary shares if his
total income does not exceed the limit
specified below,' and where the total
income includes any dividends on
ordinary shares, such limit shall be
increased by Rs. 1,500 or the amount
of the said dividends, whichever is
less:
Provided further that—
(a) where the total income includes
any dividends on ordinary shares, the
surcharge for purposes of the Union
and the special surcharge on unearned
income shall not in each case exceed
half the amount by which the total
income exceeds the respective limits
applicable in either case;
(b) the surcharge for purposes of
the Union and the special surcharge
on unearned income, boih together,
shall not exceed half the amount by
which the total income exceeds the
limit specified below;
The limit aforesaid shall be—
(i)
Rs. 15,000 in the case of every
Hindu undivided family which satis
fies as at the end of the previous year
either of the following conditions,
namely: —
(a) that it has at least two mem
bers entitled to claim partition
wh"> are not less than eighteen
>ears of age; or
(b) that it has at least two mem
bers entitled to claim partition
who are not lineally descen
ded one from the other and
who are not lineally descend
ed for any other living mem
ber of the family;
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(ii)
Rs. 7,500 in every other case.
Explanation.—For the purposes of
this paragraph, in the case of every
Hindu undivided family governed by
the Mitakshara law, a son shall be
deemed to be entitled to claim parti
tion of the coparcenary property
against his father, or grand-father not
withstanding any custom to the con
trary.”
The amendment seeks to provide
for (a) children's allowance at Rs. 300
for each dependent child subject to
a maximum of Rs. 600, in the case of
every married individual
having a
total income not exceeding Rs. 20,000;
(b) similar allowances for minor co
parceners of Hindu undivided families;
(c) the withdrawal of married allow
ances in cases where the total income
exceeds Rs. 20,000; (d)
consequent
marginal reliefs to individuals and
Hindu
undivided
families having
incomes in
the
neighbourhood of
Rs. 20,000; (e) the availability to the
divisible pool of the special incometax surcharge of 15 per cent on un
earned income
of
individual and
Hindu undivided families; (f) raising
of the surcharge-free limit for indi
viduals and Hindu un divided families
by the amount of dividends on equity
shares subject
to a maximum of
Rs. 1,500.
These are the amendments that are
being contemplated by the Govern
ment.
Mr. Speaker; Is it in substitution of
the existing Schedule?
Shri T. T. Krishnamachari: It is in
entire substitution of Part I of the
First Schedule.
Mr. Speaker: There seem to be some
amendments to Part II of the First
Schedule also.
Shri T. T. Krishnamachari:
come later on.

They

Mr. Speaker: So, we are now con
cerned with amendments to the First
Schedule. The other amendments may
also be moved.
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I beg to move:

Piafe 14, line ®—
for “Rs. 3,000”,
“Rs. 4,200’*.

substitute

Shri Sadhan Gupta: I beg to mover
(i) Page 14, line 9—
for
“Rs. 3,000” ,
“Rs. 4,500”.

substitute

(ii) Page 14, line 10—
for “3 per cent”
per cent” .

substitute “2

(iii) Page 14, line 11—
for “ 6 per cent”
per cent” .

substitute “3

(iv) Page 14, line 12—
for “9 per cent”
per cent” .

substitute “ 6

(v) Page 14, line 14—
for “ 14 per cent” substitute “16
per cent” .
(vi) Page 14, line 15—
for “ 18 per cent” substitute “20
per cent” .
(vu) Page 14, line 21—
for “ 1,000” substitute “4,000” .
(viii) Page 14, line 26—
for “ 14 per sent” substitute “ 15
per cent” .
(ix) Page 14, line 27—
for “ 18 per cent” substitute "20
per cent” .
Mr. Speaker: Any other amend
ments to Part I of the First Sche
dule?
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(ii)
omit lines 35 to 89 and 1 to 4
respectively.
(Iii) Pages 14 and 15—

Page 15—
after line 5, add:
“Provided that in case of every
individual who is married
the
limit nhail be further enhanced by
Rs. 500 each for his wife and for
every son and unmarried daughter
who aTe dependent on him and
live with him in the same house
the maximum being Rs. 6,000.”
Shri Naushir Bharucha: I am moving amendment No. 23. I beg to
move:
Page 15, line 5—
for “Rs.
“Rs. 4,200” .
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3,000”

substitute

My amendment No. 22 is the same
as amendment No. 57 moved by Shri
Prabhat Kar.
Pandit Thakur Das Bhargava: I beg
to *hiove:
Page 14, lines 6 and 7—
omit “and every Hindu un
divided family” .
I want to move amendments 87 to
99 also.
I beg to move:
(i) Page 14—
after line 33 add:
“ (iii) in the case of undivided
Hindu family the first item below
‘Rate of Income-tax’ shall be sub
stituted by the following:
( l) on the first 7,500 of total in
come. Nil” .
(ii) Pages 14 and 15—
(i) after line 33 odd:
“Provided
furher that every
Hindu undivided family shall be
treated for purposes of Part I as if
it was a divided family and every
coparcener shall be taxed accord
ing to his own share in the income
of the family on the supposition
that the family had been parti
tioned on the last day of the pre
ceding financial year” .

omit lines 35 to 39 and 1 to 4 res
pectively.
(iv) Page 15—
after line 4 add:
“The limit aforesaid shall be: —
(i) Rs. 9,000 in case of every Hindu
undivided family which at the end of
the previous year satisfied either of
| the following conditions, namely: —
(a) that it has at least three mem
bers or more entitled to claim
partition who are not less than
eighteen years of age; or
(b) that it has at least three
members entitled to claim par
tition who are not lineally
descended one from the other
and who are not lineally des
cended from any other living
members of the family;
(v) Page 15—
for line 5 substitute:
“ (ii) Rs. 3,600 in every
case.”

other

(vi) Page 15—
omit lines 28 to 39.
(vii) Page 15—
after line 38 add:
“The limit afore-said shall be—
(ii)
Rs. 22,500 in the case of every
Hindu undivided family which satis
fies at the end of the previous year
either of the following
conditions,
namely: —
(a) that it has at least three
members
or more entitled
to claim partition which are
not less than eighteen years
of age; or
(b) that it has at least
three
members to claim partition
who are
not lineally des
cended one from the other
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and who are not lineally des
cended from any other living
member of the family-”
(viii) Page 17, line 4—
-omit “Hindu undivided family” .
(ix) Page 17—
for line 8, substitute:
"(1) on the first Rs. 20,000 of
total income in the case of indivi
duals and on the first Rs. 50,0001in case of Hindu undivided family.
Nil” .
(x ) Page 17—
•for line 8 substitute:
“(1) On the
first
total incom e... .Nil” .

25,000 of

<xi) Page 17—
after line 15 add:
“ If the Hindu undivided family
consists of two persons entitled
to claim partition who are not
less than eighteen years of age or
who are not lineally descended
one from the other and who are
not lineally descended from any
other living member of the family
the
limit
specified in
item
No. (1) shall be double of the
amount prescribed for the indivi
dual;
If the Hindu undivided family
consists of three
members or
more and fulfils any of the con
ditions given in (a) the
limit
specified in item No. (1) shall be
three times of the amount pres
cribed for an individual ”
(xii) Page 17—
after line 16 add:
“Every Hindu undivided family
shall for purposes o f super-tax
be regarded as partitioned on the
last day of the preceding finan
cial year and every coparcener
shall be liable for super-tax on
fcis own separate share.”
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(xiii) Page 17, line 39—
for “12$ per
“10 per cent”.

cent”

yub*titute

Mr. Speaker: All these amend
ments are before the House.
Pandit Thakur Das Bhargava: In
regard to this matter, I had some
thing to say while we discussed the
previous Finance Act. So far as the
Hindu undivided family is concerned,
my first contention is that it ought not
to be put in any category for taxation.
When Shri Vignaneswara founded his
Mitakshara or joint Hindu family
theory, he never thought that the very
way of existence of the Hindus would
be pressed into service by the British
Government and this Government into
a scheme of discriminatory taxation.
17.12 hrs.
[Mr. D eputy-S peaker in the ChairJ
I cannot understand the meaning of
or justification for taxing the Hindu
undivided family as such. You can
tax an individual; you can tax a cor
p o ra tion . But the Hindu joint family
is neither an individual nor a corpora
tion. Only it is a way in which collec
tively Hindu families existed. In fact,
the p re se n t co-operative system of
in su ra n ce, which is to be found in
varied fo r m s now, was found by our
a n cestors to see th a t those pprson who
are n ot employed, who are deaf and
dumb a n d w h o are not entitled to
partition, but who are only entitled to
maintenance, are provided in this way.
Not only in this joint family, but there
are other forms like zamindari, in
which the entire village was one
corporate body and they did the whole
business jointly.
It was held as late as 1889 that
there was no pure joint Hindu family
in Punjab. It was found by the High
Courts that a pure Hindu joint family
did not exist. In the present age, the
original idea of a Hindu joint family
is not to be seen anywhere. We have
passed laws in this House—the Estate
uoissaoong npujH
pus p y A»na
Act—in which, though there is no
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partition in the family, yet there is a
notional partition and then each mem
ber, whose property is sought to be
4axed is regarded as having separated
notionally from the rest of the family.
On that basis succession is taken out
and estate duty is realised.
Previously in 1928 or so, the diffi
culty of regarding joint family as
separate was felt For a long time, this
Estate Duty Bill was held up because
o f the fact that it was said then that
it was impossible to allocate any parti
cular property of the Hindu joint
.family and say whether it belonged to
a particular member. But this diffi
culty was got over when we passed
the Estate Duty Act. On the same
basis, I may submit that, if the incometax officer is asked to take it notionally
that at the time when he makes the
assessment the Hindu joint family is
taken as partitioned for tbe purpose
•of income-tax, each—coparcener will
only be taxable to tne extent of his
share and there will be no harm
caused to any person; there will be
nothing but justice But, it so happens
that m spite of 28 years of strenuous
struggle m this behalf, you have only
succeeded partially. In 1948, a breach
was made in the ramparts of ortho
doxy so to say
I think Shri John
Matthai raised the taxable limit so far
as the Joint Hindu family is concern
ed Next year, in 1949, he raised the
limit to twice the amount That was
not al?o satisfactory Then, the matter
was referred to the Taxation Investi
gation Commission They went into
the question rather deeply and came
to the conclusion that the hardship
from which the Joint Hindu family
was suffering was not removed by
doubling the amount in certain cases.
They said—I have the report with me:
as I do not have the time to refer to
the details, I refer to page 206, etc —
that where the number of members
entitled to partition is four or more,
the taxable limit may be raised to
thrice the amount Therefore, the pre
sent law is that whereas the limit for
an individual is Rs. 4,200, if a joint
Hindu family consists of two members
w ho are entitled to partition, who are

'(No. 2) Bill, 1957

10358

beyond the age of 18 and belong to
different branches of the family,
Rs. 8,400 was the limit. In respect of a
family having three or four or more
than four, the taxable limit should be
Rs. 12,600. That was the view
This was not at all enough. If you
look at a Joint 'Siindu family, you will
see that apart from members who are
entitled to partition, there are many
who ate not entitled to partition. They
are only entitled to mamtenance. If
you tax a Joint Hindu family on the
basis that the family is partitioned,
even then, you are not doing justice,
because you do not take into account
those persons who are entitled only to
maintenance. Ordinarily speaking, if
there is a Joint Hindu family, it should
not be on the basis of individual share
that a person ought to be taxed. You
have to give more concessions. In a
family, there is co-operative insurance.
Many people exist in the family, who
are only entitled to maintenance from
the income.
Apart from that, what is being done7
If there is a family of ten persons,
even then, Rs 3,000 is the limit. Only
in two cases, where the number of
members is more than two and they
are more than 18 years of age and
they belong to different branches, the
amount is raised to Rs 6,000 So far
as other incidents are concerned, these
aro the same for an individual and a
family It needs no argument that an
individual as a part from the family is
much smaller The whole is greater
than the part if we accept the proposi
tions of Euclid A joint family must
consist of at least two persons It can
not consir'f of one person Then, there
is only an individual, not a Joint
Hindu family Therefoie, at least
there must be twice the amount if you
want to proceed on the basis of
equality.
May I humbly ask this House to con
sider article 14 of our Constitution?
We must have equality in taxation.
Every person must be equal before the
law In our anxiety to get as much
money as possible, we forget this basic
fact As a matter of fact, even if there
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[Pandit Thakur Das Bhargava]
are six persons or more, in a Hindu
joint family even labourers will be
taxed. Persons getting Rs. 50 a month
will be taxed. I do not think that
that is the intention of the Finance
Minister: that is, to tax such people.
Perhaps, the hon. Minister thinks that
they are rich peoplfe. That is not so.
Normally every Hindu family is pre
sumed to be joint .according to law.
Therefore, every family whether it
consists of labourers or agriculturists
or any others, comes within the pur
view of a Joint Hindu family, and
thus within the mischief of this rule.
I will not take much of the time of
the House. From 1928, we have been
asking the Government to consider the
position. The predecessors of the
Finance Minister, Blackett, Schuster,
Liaquat Ali, all realised that there was
a great hardship. Ultimately, they told
us that until the Taxation Enquiry
Commission sits, we are not going to
change it annually. They said that at
the time of the Finance Bill, they are
not able to make any change. They
referred the matter to the Taxation
Enquiry
Commission. I
appeared
before the Taxation Enquiry Commis
sion. The Taxation Enquiry Commis
sion also did not decide this question.
They have put m their report that
they are not competent to express any
opinion. But the Hindu law is there
and the Succession Law is there. Then,
even though they have not expressed
any opinion, all the same they have
accepted the recommendations of the
taxation Investigation commission and
they recommended that the limit
should be thrice or twice according to
the number of the members of the
Hindu undivided family
I can understand the anxiety of the
Finance Minister to get as much
money as possible for the FWe Year
Plan and I am so minded that what
ever amount he asks, I am agreeable
to subscribe, to give my signature to
it because we want that the Five Year
Plan should succeed. But, at the
same tim, where is the meaning in
sacrificing all principles of justice, in
shedding all principles which we have
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considered to be very important like'
equality of taxation etc.? I can under
stand your taxing more. If you tax
more the entire community, I will
grant it. But what is the sense in tax
ing only a particular group? Why this
discrimination? Why tax the joint
Hindu family more? Does the Finance
Minister want to liquidate all joint
Hindu families? After all, it is a matter
of principle. If I get Rs. 1,000 a month,
I should be treated as any
other
gentleman, whois a non-Hindu, who
is getting the same amount.
Why
should you tax me alone? This is very
very unjust You should not keep this
law
Now, by one stroke of the pen, the
hon. Minister has taken away all the
rights which we have achieved after
28 years of struggle m this House. I
am saying this on the basis of princi
ple, not by way of concession. I do not
want any concession for the joint
Hindu family. I am only saying
that
the
joint
Hindu
family
is entitled
to
as much
rights
as any other family or individual
persons living together. I am not
getting any concession. I am pained to
say that evrrytime I rise up and say
there is a breach of principle of equa
lity you say: he is speaking of
Hindu joint family. But what is a
Hindu joint family? Is it not entitled
to the same justice as any other in
dividual? That is my difficulty. Now it
is after 28 years of struggle that we
got this. The hon. Finance Minister
now just by a stroke of the pen decides
against it He is so anxious to get
money that even unjustly, at the stroke
of the pen, he decides against it. My
humble submission is that this is not
the way of enacting laws.
After all, a concession has been
given. Those principles were accepted,
not by this House alone, but by the
Taxation Enquiry Commission, on
whose recommendations the entire tax
structure is based. Now what is th»
reason for taking it away?
Now, with your permission, I would
like to take two more minutes. I d o
not want to move the other amend
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ments, aa they are covered by my
speech. I will not move them so as
to see that more time is not taken.
I am now referring to amendment
Nos. 93 to 99. They relate to super-tax.
As you know, a difference had been
made in the case of super-tax between
individuals and joint Hindu families.
Whereas in the case of individuals the
taxable limit was Rs. 50,000, in the
case of the joint Hindu family it was
Rs. 75,000. The same concession was
shown in regard to the Wealth-tax
Bill; instead of Rs, 3 lakhs, they made
it Rs. 4 lakhs. They have fixed this
limit because a joint Hindu family can
not consist of less than two members.
The Income-tax Investigation Commis
sion were of the opinion that super
tax should not be charged on the same
basis as that of
individual.
If
there are ten members in a joint
family and if the income is Rs. 20,000
if you charge super-tax, what is the
sense in it? Therefore, my humble sub
mission is that on the basis of equity
alone, they should be exempted from
super-tax. If Government is progres
sively increasing it in the case of the
rich by saying: if there are two, then
double, if there are three, then treble
and so on, I don’t mind because it will
apply only to the rich people. But my
humble submission is that he has in
cluded joint Hindu families which get
much less income. Now a concession
has been provided—section 14. I say,
take away your concession. It applies
pnly to the richer people. It does not
apply to people who are poor. I am
pleading for the poor people, whose
income is much less, who cannot make
both ends meet This will apply to
them only. It will apply to people who
have much less income. I only say
that so far as these poor people are
concerned, they may be given some
respite on the basis of equality and
justice, which is the right of every
body. Otherwise, I do not understand
what the position of the joint Hindu
family will be. Now their position is
very pitiable and their woes are
numberless.

mission to bring forward a Bill, so that
the joint Hindu family may be taken
away from the category of taxable
incomes. Even that Bill was not
allowed to be moved. I was not
granted permission. Here we come,
and then they say: “This is the.Finance
Bill. We cannot consider it. Wait till
the Taxation Enquiry Commission” .
The report of the Taxation Enquiry
Commission is in our favour, and it
is not accepted. The Commission also
does not finally settle the question. It
was said in the previous commission’s
report also that the matter would be
taken up by the next commission.
From 1886 onwards this injustice is
being perpetrated and nobody is here
io understand or to see the justice of
our case.

I may, in lthis connection, submit
that I applied to the President for per

Page 14, line 9; for “Rs. 3,000" sub
stitute “Rs. 4,200” .

Whenever I spoke, the previous
Finance Minister used to say about
this Hindu undivided family that it
was a huff (HUF). He used to say he
could not consider it because it was
the time of the Finance Bill. The pre
sent Finance Minister has also taken
u p that attitude. If he takes up that
attitude and brushes J\side all this, let
him d o so, b u t let him give me the
assurance, the guarantee, that he will
appoint a committee to go into the
entire question now since those laws
relating to Hindu family customs have
b e e n finalised.
The Hindu Succes
sion Bill and the other Bills have been
fin a lised, and he must go into the
matter. It is no use merely brushing
it aside b eca u se it is the Hindu joint
fa m ilv and they can afford to behave
as they like. It is not fair. If he gives
that assurance that a committee will
go into the matter and if it is found
that we ought to be treated just like
ordinary individuals, I will not have
a word to say. My humble submission
is that a great injustice is done in the
name of justice on the Hindu joint
family The Hindu joint family is not
a taxable unit, it is a social unit.
17.26 hrs.
Shri Prabhat Kar: My amendment
is:
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[Shri Prabhat Kar]
My amendment is to increase
limit from Rs. 3,000 to Es. 4,200.

the

When the hon. Finance Minister was
replying in the Rajya Sabha, he said:
“ It is not that I have thought of
inflicting this penalty of Rs. 36 on
the person who gets between
Rs. 3,000 and Rs. 4,200, but it is
because I think that this is the
way in which we can broaden the
tax structure and rope in a num
ber of people who will not be in
the area we are thinking of.”
He said that he does not want to inflict
a penalty of Rs. 36 on the lower
income group. Now, these persons
with an annual income between
Rs. 3,000 and Rs. 4,200 will automati
cally belong to the lower middle class
whose monthly income will be to the
tune of Rs. 250 to Rs. 300. Evnen if the
hon. Finance Minister does not agree
that they do not belong to the lower
middle class or the common people, I
think he cannot deny that today wifh
a paltry amount of round about Rs. 300
it is extremely difficult to meet the
family commitments. The amount of
Rs. 36 which he wants to slice off
from the income.. .

Shri T. T. Krishnamachari:
eighteen.

Rupees

Shri Prabhat Kar: For the married
he means, but still there are unmarried
persons with family commitments. It
is not only married people that have
family commitments. Today the struc
ture of our families is such that un
married people also have got family
commitments This Rs. 36 is really a
penalty.
It is amusing to note that while a
person who was getting Rs. 24,700
yearly as salary and was paying 3,038
as income-tax will, as a result of this
decision, pay Rs. 1,842 and a person
who was getting Rs. 24,200 and was
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paying Rs. 2,725 will now pay Rs. 1,786,
while a person who was not paying
any income-tax at all and is, I must
say, on the starvation level with an
emolument of Rs. 300 a month, will
have to pay Rs. 36, and yet the hon.
Finance Minister says he has no desix*
to inflict a penalty on these persons.
When the limit was raised fro ®
Rs. 3,600 to Rs. 4,200, the then Finance
Minister said:
“The change proposed will have
the effect of taking away a little
over 70,000 assessments out of a
total of nearly 8 lakhs. The loss
in revenue is estimated at Rs. 82
lakhs, of which the Central share
will be about Rs. 40 lakhs. I feel
that in the long run, this loss to
the exchequer would be more than
offset by the improvement of the
income-tax collections.”
Today, as a result of the Rs. 3,000
limit, the additional number of assessees for the year, as it is estimated,
is to the tune of 4 lakhs. The number
will increase by about one lakh in
each subsequent year. Apart from the
administrative difficulty, if these four
lakhs of assessees are to submit
returns of their income, then 24 lakhs
of foolscap size of paper would be
required, and four sheaves of cover
loaves, one for the income-tax officer
a nd three for the other officers, would
be required This would mean a colos
sal wastage of stationery and postage
and human labour which could easily
be utilised for recovering the amount
of tax that is being evaded. The esti
mated maximum revenue will be to
the tune of Rs. 1•4
crores. It is
not known what exactly will be the
the net position. But yet it will have a
psychological effect on the common
people, if the limit is raised to
Rs. 4,200.
Whether the Finance Minister agrees
or not, the prices of the daily neces
sities of life are very high today.
Mr. Deputy-Speaker: These argu
ments have been advanced already.
ShrJ Prabhat Kar: ' I am talking
about people at the lower middle chts*
level.
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Mr, Depnty-Speaker: All the same,
those arguments have been advanced
already.
Shri Prabhat Kar: I would only
point out that it will have a very great
psychological effect, if the Finance
Minister, instead of reducing the limit
to Rs. 3,000 raises it to Rs. 4,200 and
utilise the energy required to recover
these Rs. 1-4 crores of revenue to
pursue the big tax evaders, If that is
done, I am quite sure that the revenue
of Rs. 1:4 crores which the exchequer
will lose will be offset by the increas
ed revenue from the big tax evaders.
I would, therefore, request the
Minister to think in terms of raising
this limit to Rs. 4,200 in view of the
existing price structure today.
Mr. Deputy-Speaker: Is it the
pleasure of the House that we should
sit a little while longer and finish the
First Schedule?
Some Hon. Members: No.
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Shri C. D. Pande: We can finish all
the amendments now.
Mr. Deputy-Speaker: We
have
exhausted all the time that we had
even for the third reading. We are
just encroaching upon the time.
The Minister of Parliamentary
Affairs (Shri Satya Narayan Sinha):
The House must be informed that
there are only 14 minutes left. Either
they sit for 14 minutes more today,
o* they sit for 14 minutes tomorrow.
Mr. Depnty-Speaker: All right. If
the House so desires that it will finish,
it in 15 minutes tomorrow, then I
adjoumod the House till 11 a .m (
tomorrow.
Shri C. D. Pande: The third reading
should be a formal thing.
17.34 hrs.
The Lok Sabha then adjourned tilt
Eleven of the clock on Wednesday,
the 28th August, 1957.

