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Wttt V. F. Najrar: We need not go 
to Norway.

Shrt Merarji Deoai: if  we go to 
other countries, we may find that in 
countries which have been highly 
developed and which are, therefore, 
rich, of course, direct taxation is 
heavy and indirect taxation is less. 
We are a backward country and 
any amount of direct taxation 
is not going to give us what 
we want. We have got to take 
taxes from all people. Those who 
have less are to pay less and those 
who have more should give us more 
and that is what we are doing.

What has happened? Is the land, 
lord of this country given more land? 
Are we not putting more taxes on the 
textile industry and giving help to 
handloom industry? We should look 
at concessions that are being given. 
Take the sugar industry. Five years 
ago, the production was 10 lakh tons. 
Today it is 20 lakh tons. Who is using 
this sugar? Not all of this is used 
by the rich because they are using 
the sugar that they were using before 
and if they use more they would not 
be living. It is only those who could 
not afford to use sugar before that are 
using this. Take even fhe ease of 
grains that we are getting. All those 
who were not getting it before are 
getting it. I am prepared to admit 
that there are many people who must 
get more and who are not getting 
today. But it is not possible to bring 
in heaven in this country immediately 
within five or ten years. It will 
take some time. Even in the
land of the patron-saints of my 
hon. friends this has not hap­
pened even after forty years.
They are not getting all the consumer 
goods they want. Our people are 
getting more consumer goods than 
they in that country. That is a state­
ment I am prepared to make. The 
costs are less and our people are get­
ting much more consumer goods than
in Russia......... (Interruption!.) Sir,
I  . have nothing more to say because I 
find 1 am annoying them more and 
mwe.

Mr. Deputy-Speaker: The question
is:

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

The motion was adopted.

GIFT-TAX BILL—contd.

Mr. Deputy-Speaker: We now
resume discussion of the motion of 
reference to the Select Committee of 
the Gift Tax Bill. Shri Supakar.

Shri B. Das Gupta (Purulia): Sir,
I had sent a chit.

Mr. Deputy-Speaker: I have receiv­
ed the chit of the hon. Member. He* 
wanted some personal explanation. I 
have consulted the records and there 
is nothing that has been said against 
him and so, there is no personal ex­
planation that is required. That would* 
be conveyed to him.

Shri Supakar (Sambalpur): Sir, it 
has been said that the Gift Tax Bin is 
prevalent in many countries in- 
west and that there is no tax in 
which the tax liability depends to such 
a large extent in an inverse fashion,- 
on the ingenuity of the person involv­
ed.

From the Statement of Objects and' 
Reasons of this Bill, it appears that 
it is to check evasion of Estate Duty. 
The main justification of the Gift-Tax 
is that it avoids evasion of the Estate 
Duty by means of gifts given two- 
years before the estate passes on from 
the owner to his heirs. In 1953, when 
the Estate Duty Bill was passed into- 
Act, it was provided that all gifts 
made within two years prior to death 
and within six months prior to death 
in case of public charitable trust were' 
taxable along with estate and legacy. 
But it was soon found out that this' 
was an unsatisfactory state of affairs 
because in that case though the Gov­
ernment may be very anxious to- 
realise the tax in the shape of Estate' 
Duty and even though the legatees- 
and the heirs of the persons liable to
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[Shrl Supakar] '
Day Estate Duty were anxious for his 
'death, death might not be obliging the 
Government or the heirs. So, we find 
Prof. Kaldor has occasion to say in 
his report about this and he corn- 
ments on the vagaries of death in such 
■cases and suggested that the taxabi- 
lity of gift should not be dependent 
on the fortuituous circumstances of 
the donor surviving or not surviving a 
prescribed period.

The present Bill does away with 
this particular difficulty by saying 
that every gift made every year will 
be assessable but the amount of Gilt 
T ax  will be determined according to 
the average of all gifts made during 
the preceding five years. This sug­
gests to the future donors the idea of 
evolving several five year plans for 
gifts because by spreading out their 
.gifts through several years by means 
of these five year plans, it will be 
possible to minimise the incidence of 
•Gift Tax. If we compare this with 
the amendment in the Estate Duty 
Act that is proposed we find that it 
will be possible for persons to get a 
good deal of advantage out of the rate 
of taxation that is proposed. I cal­
culated for instance the liability to 
tax in the case of a person who has 

.an estate worth, say, Rs. 15 lakhs and 
what he would be gaining if he divid­
ed this amount into gifts of Rs. 1 
lakh each year. From a rough cal­

culation I find that a person with an 
estate worth about Rs. 15 lakhs is 
liable to pay an estate duty of 
Rs. 2,79,000. But if he converts this 
estate into gifts of fifteen equal an­

nual instalments, his liability comes 
to about Rs. 1,56,750. So, he practi­
cally makes a saving of about 50 per 
cent of his tax liability. This has 

*been harped on by all the economists 
and writers who have written on the 
.comparative incidence of the duty as 
it is and the duty as it would be 
modified or mollified by the gifts 
made from year to year for a long 

’term  of period. I hope when the 
^Select Committee goes into this ques­
tion, it will take into consideration

these facts and will so adjust the 
percentage of tax for different slabs 
of estate duty on the evaluation of 
estate and the different slabs of ’gifts 
made from year to year. If it is the 
real intention of the Government to 
avoid evasion by means of imposition 
of gift-tax, the Government and the 
Select Committee should see that 
evasion by means of converting a part 
of the estate into gifts m annual ins­
talments is reduced to the minimum.

Then next point that I would like 
to make in this connection is with 
regard to the exemption. I have no 
objection, Sir, to the rate of tax be­
ing made still higher, but I feel it is 
our duty to see that the exemption 
so far as gift-tax is concerned is much 
more liberalised, when it is not a gift 
to particular person especially to the 
heirs or-to the relatives of the donor. 
Again, when a gift is made in favour 
of public charity—for charitable pur­
poses or religious purposes—we must 
see that more exemptions are provid­
ed. Of course, we find in clause 5 
of the Bill it is provided under sub­
clause (1) (v) that gift-tax is not to 
be charged under this Act in respect 
of gifts made by any person to any 
institution or fund established for a 
charitable purpose to which the pro­
vision of section 15B of the Income- 
tax Act apply. Also, in sub-clause 
(l)(v i) it is said “for any charitable 
purpose not falling within clause (v), 
subject to a maximum of rupees one 
hundred in respect of each such gift".

15.44 hrs.

[Mr. S p e a k e r  vn the Chair.]

I submit, Sir, if the ideal of the 
State is to establish a socialistic 
pattern of society and prevention of 
concentration of wealth in the hands 
of a few particular individaala, it 
must be provided that the incidence 
of tax should not fa]} in those cases 
where gifts are made for charitable 
purposes, and thereby it should, be 
seen that the welfare through chari­
table work is not hampered. In -tbit
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Moae, I  would urge upon the Select 
Committee to widen the scope of 
exemption in case of gifts for chari­
table purposes, and I feel that this 
provision in sub-clause (1) parts (v) 
and (vi) of clause S is not enough.

We know that in this country from 
very ancient times we have the idea 
of gift and charity which is substan­
tially different from countries where 
gift-tax is being enforced. In recent 
times we have seen the development 
of, for example, the Bhoodan Move­
ment, the Sampattidan and other gifts— 
cases where people are encouragcd to 
give away a part of their property 
up to an extent of one-sixth or even 

> more for purposes of the general 
benefit of the public. Therefore, it 
should be seen that in cases like 
Bhoodan and Sampattidan where the 
property or wealth passes from a 
particular individual to purposes of 
general public welfare, they are not 
subjected to this tax.

Regarding the other items, Sir, I 
would like to make some comments 
when the Bill emerges out jof the 

' Select Committee. But, I would, for 
■: the time being, say that the purpose 

that Government propose to serve by 
imposing gift-tax—realising a sum of 
about Rs. 3 crores through this 
tax—is equally served by chari­
table purposes. We know that a 
private person who builds a hospital 
or a college or any other work of 
public benefit can do it, and actually 
does it, at a much cheaper cost than 
when it is done through a govern­
mental agency. That is an additional 
reason why charitable purposes should 
be exempted in a much wider scope 
under this Gift-Tax Bill.

I feel that this Gift Tax Bill should
have been named Dakshina Bill,
because we find that whenever a per­
son makes a gift to another person he 

»: has to make some dakshina to the 
' State. I feel that because there is no

i  appropriate term for this word dak-
& shina either in Sanskrit or in the 
% local languages this Bill has been 
f  named as the Gift-Tax Bill.
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books and the accounts. It 
is fairly generally agreed also 
that such evasions have become 
more widespread since the last 
war”.
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Speaker, Sir, in the Statement of 
Objects and Reasons for this BUI, it 
has been stated as follows:

“Gifts from one person to ano­
ther provide a convenient means

of avoiding or reducing liability 
to Estate Duty, Income-tax, 
Wealth-tax, and Expenditure-tax. 
The only effective method of 
checking such attempts at eva­
sion or reduction of tax liability 
is by levying a tax on gifts. With 
the introduction of this tax, the 
integrated tax structure which the 
Government have been aiming at 
will be complete”.

Now it appears that this Gift-tax 
Bill has been introduced presumably 
at the suggestion of Kaldor who issued 
a report named Indian Tax Reforms— 
Report of a Survey on March 30th. 
1956, because he gave an additional 
reason for the taxation of inter- 
vivos gifts, namely, that the imposi­
tion of an estate duty itself stimu­
lates the inter-vivos transfer of pro­
perty to heirs and successors so as to 
avoid this tax. He also said that this 
gift-tax has been in existence in USA, 
Sweden, Canada, Australia and 
various other countries where they 
have introduced separate taxes on 
inter-vivos gifts to supplement the 
death duties. This opinion expressed 
by Prof. Kaldor is entitled to great 
respect.

But there is another opinion ex­
pressed by the Taxation Inquiry Com­
mission. This matter of gift-tax was 
thoroughly considered by the Com­
mission and they expressed thus:

“A gift-tax is theoretically an 
attractive proposition but it re­
quires considerable experience of 
the operation of estate duty be­
fore it can be introduced. One of 
the prior requisites for operating 
successfully a tax of this nature 
would be to introduce the submis­
sion by the income-tax asseasees 
of a statement of assets and liabi­
lities. As more experience is 
gained in this type of work, the 
feasibility of introducing a gift- 
tax can be considered. Moreover.
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the rates of death duties are *t 
present low. The value of a gift* 
tax as a second line of defence tor 
an estate duty is greater if the 
'rates ot the latter are suitably 
progressive. We are, therefore, 
net in favour of introducing the 
gift-tax at this stage”.

This opinion was expressed in the 
year 1953-54. There are two weighty 
opinions on this subject—the opinion 
of Prof. Kaldor on the one side and 
the opinion of the Taxation Inquiry 
Commission on the other. As I said, 
they are very weighty opinions, but 
for mortals like us, who are nut 
financial experts, these two opinions 
place us on the horns of a dilemma 
as to which opinion should be accept­
ed, either the opinion of Kaldor or 
the opinion of the Taxation Inquiry 
Commission.

Now, one of the points that ought 
to be considered in this connection is 
that the working of the estate duty 
has not been considered for a fairly

long time. When fhe estate duty was 
imposed in this country it was thought 
that it would yield very large sums 
of money to the Government But 
subsequent events have shown that all 
those hopes have been falsified. The 
Finance Minister, in his speech while 
introducing the budget, said that the 
“actual collections of estate duty have 
fallen short of even the modest ex­
pectations we had at the time of pas­
sing this measure”. In that very bud­
get speech, he proposed certain 
amendments to the Estate Duty Act 
which, if carried out, would bring in 
an additional revenue of Rs. 50 lakhs 
only. In this connection, we also 
have to consider what would be the 
yield of the gift-tax, because it is a 
very vital problem.

Mt. Speaker: The hon. Member 
may continue his speech tomorrow.
17 hrs.

The Lok Sab ha then adjourned till 
eleven of the Clock on Thursday, 

the 24th April, 195C.




