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The question is:
“That in pursuance of clause

(4) of article 344 of the Constitu
tion, the members of Lok Sabha 
do proceed to elect, in accordance 
with the system of proportional 
representation by means of the 
single transferable vote, and in 
such manner as the Speaker may 
direct, twenty members from 
among themselves to be members 
of the Committee to examine the 
recommendations of the Official 
Language Commission and to 
report to the President their opi
nion thereon in accordance with 
clause (5) of the said article"

The motion tuas adopted,

Mr. Speaker: It is free for hon.
Members to make nominations, and 
after the nominations they can agree 
or some of them may withdraw if 
they so choose

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

proceed with the further considera
tion of the following motion moved 
by Shri T T Krishnamachan on the 
31<*t August, 1957, namely.- —

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

Out of the four hours allotted, two 
hours have been availed of and two 
hours now lcmain What time will 
the Finance Minister require for the 
rejjly?

The Minister of Finance (Shri T. T. 
Krishnamacharl): Twenty minutes

Mr. Speaker: Now it is 12-30
Shri T. T. Krishnamacharl: There

are only two hours more for the 
general discussion

Mr. Speaker: Then I shall call puon 
him at about 2-10 p.m.

Shri M. C. Jain (Kaithal) May we 
know the speakers who are to be 
called?

Mr. Speaker : I have not made up 
my mind. Hon. Members may get up 
in their beats when they want to
speak

qfiRf 5tvt fro (fN nr) •
3RTW < *TTf!7, *

‘Mrsfli VJ *̂ 11 1
tflT *mr *(?)« * * * * *

^ T R T  s. (s ft) aft 
f̂pTTT fa

farT sf'Sps Jl V 1* o

I I t o o o ^3
wmnrft fore *rt ffnft,
w rr  1 ^ £ far
mtK'fr ^  in
jTT f r  +lwV«iild f  |

\  C*v v

*7TF3T *■(?) H /,o oo  ^
v i  ft, #  *,000

^ c.ooo rvw
fc, sfr fa p zq z  ?frr

% fsTTT % 1 ^  q  *fftf FT*f̂ r ^  ^  wi
P. I ^
W *  H V?. *TRT5T WT *TKt TWT I
5TST W  *TT  ̂ TT 5lt
%  f^T % ?, VT

£ fa
"Unlike the income-tax the rates 

of taxation in the case of expendi- 
ture-tax ought to vary with the 
scale of expenditure per head ra
ther than the total expenditure of 
the whok familv unit This means 
the adoption of the so-called quo
tient system, which is already 
applied m France for income-tax 
purposes according to which the 
income (or expenditure) of all 
members of the family is first 
aggregated and then divided into 
a number of parts, depending on 
the number of persons tn each 
familv, and the tax is charged 
separately on each part ”
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[ffira srip: *rrT*]
% *TFT% ^ fa  VTFT7 5̂V

THT tnp Wk TTT %
?n*r, farcr STrfvnr
^  % tiHif^ i  em rf^r ?n^f fa*rc 
T̂RT ^r%tr «n 1 ^ f r r  t o  *?r *fnft- 

f ^ T T  t  ^ t t  %, ?ft Jr fr  ? n m  3  
•Jiff in 1 f*P f^RT V t  n**ii 'TT 
v n r^ r  ffin ^  ftrf^er *rr^ # w
n*Ti'u vrf^nr 'l*fi 7*ST I *J5T W  
HT^T s*al ^ fa  >̂ T

«Pt ^  VTcTT | *T̂T *  TRriR
tfr t o  * t  sfa

J?5 fa <31 ^ TT nn̂ T I

VRTTT W\
V T T ^ r  fl
’Rf *ETTtT ^ I ijp  ^ fa  n̂TT
*PTTT gTTWT I
fa  ^  *f\  r+41 VTHT "1̂ 1
'Jimrl * f t r  »T ^  I vJ'T^'l W  %?T *¥
^tf^zr sro 5n^r «pr fe n  | \
*spr?r ^ I r -  * m  *Tci?ra- ft *r r fa r  $ ftz ^ r a -  ?rtm i |  i A t o i  f 
f a  *Ti"IIc<-M %  $tppt *Ft ^ fr  
'*ITRT *re$[ ?T^ % 3TH% ^ 1 
^ T T t  ?TTFTt #  ?WT ^ T T *  fSprfT 3  *FTT 

^ w n  ^  if t x  Pr>tl <i*k ^T 
*f1TF r̂ WmflT ^TrTT ^  W  JfT^ *T ^
*rrfr p̂V, sftfa %■ vxm
f ,  TPT 'Tf̂ TC sn^pt T̂FTT T̂̂ cTT f  
tffc  =5fT r̂T g f%  «p\fe^T %  W -
5TTPT T t  b^i*til f*F %TR^«Fr
ftrf^r^r i  irrqf%

t w  ^  5? W  TT̂ r t  1
^  cTi <MM I  :—

“Likewise what Bana, the
author of the Kadambari, says, 
condemning the science of Kau
tilya, seems to strengthen the 
authenticity of the work and the 
identification of Kautilya as the 
author of it. This is what he says:

“Is there anything that is right
eous for those whom the science 
of Kautilya, merciless in its pre
cepts, rich in cruelty, is an autho
rity; whose teachers are priests 
habitually hard-hearted with 
practice of witchcraft; to whom 
ministers, always inclined to de
ceive others, are councillors; whose 
desire is always for the goddess 
of weaUh that has been cast away 
by thousands of kings; who are 
devoted to the application of des
tructive science; and to whom 
brothers, affectionate with natural 
cordial love, are fit victims to be 
murdered?"

Shri T. T. Krlshnamachari: The
hon. Member must also tell the House 
that Kautilya certainly exaggerates 
human foibles.

T f * *  3T T R  * T «  W T f *  : A  ? f t
^ tt ^ r r r  ^ fa  xtpt̂ h  ftrfV^c
*TT ?3r  ^  *T5T ?  ^  ^ 7t  i f l t ?  f e r T  % f a
*4̂  % ?rPT *î i <aini ^ I
d ' l  =tTl f a ^ f t  91 it- ’ i W T H  ^ 1"

t  I R̂T> firfTRTT »TT̂ r ft 
5>")C <̂*1 <, +1i  'f1̂  <. ^ I "̂ dc<< %
?rr*T t t  ?TT3r crook ed  policy  ^

»flfn % H 1*1 ^ JTTT fâ TT ■STTcTT ^ 1

"Sfa’̂T 4  >T5 •Unci'll ■q 15aI ^ fa  
^  ^nr w r % f3m«f?r f t z  fa^T 11

eft ?mTT *TT fa  5TR1T R̂"
5TTFT ^ fafft gpTf ^  ^ rr fa  fa^ft ^  
^  iRT̂ ra’ rMpH«< ^
t fw r  <. ^RT F̂IT TT
(|W'fT^< «P^T apT t  ?n 

qr tm  ^rrr | i ^  
tpT <TOT ^ vftK T̂Rt fa?rnr vt 

'T̂ T p  #  ?r TOT fa
ĵftfa ^T% ?̂R ^ ■Jilql I

?hrt ?y.=;-?nt f t z  fam  t  (
^  ^rm t ^ t t  5 fa  <̂W 

^ fa  ft^ pr ftmFR arnrft | 1 *nrr
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W  'TT ^  P w 1 ^ 4> ?ft i f a  *TT I 
W # fcmr £ fa w  |

WT I ^ f a t  ^  «FTHT

^Tf^r fa  T̂PPT ^  tr*> ITT Vt
fa facffi' VI<THl fa=ff 

faeH WT §i^H
^ rtt w u R f ,  fact# w  r̂r #  *msfft 
t  «ftr ^ r - 3? snrc far

<̂a«u fa  f*r>*i cTTq ^  <m <.q 1̂  
vni-fl T̂< fatf <TTK ?t sw

'*i, il*il 5TRT n1 %U. I TT 5*11̂

V R t^ T  fa f iTf HV tfTjpT WT ^  T |   ̂ ’  

i i ^ f q T ^ i r ^ T T T | t f % v . , o o o  w r r

4 f ^ r  fr ^ ffa  %  ^rmt |
*frc W, T^T TT̂ r % f?H7 ^

^  irfr ^  f?F f irefk^rgfes % 
f̂ fTT  ̂ | 3TW |̂T IffT P̂TTT ^ m fTT af^rr 
TT sr*rRt |  f a  >Tt TO IT  I

lA<. U,+ if t  vi+tvt l  *ft ^TWT  ̂ t fa^T *T5T 

% « h Vw  fwfTRTC m^T ^ ^  faJTT,

^ ;r^t?rraT  ̂ i w * r ^ t  •r̂ t
fO T  ^ fa  lll't+Hfs-̂  < TOT  ̂ I
> m  fa^rr |  <fr * F t f
STCTft spY am ^  t  I V I T ^ M  
* n ^ r  *Ft ^frf^tT «n  f a  ^  f i f ;  t n r f W ^ -  
f ts  'fcfcsft % m*r &*rnt sftfa
'S'^'l'i fT̂ V fa ĴT ^ I

£ w  *?t F  *t fa r r f l- ^TTfaqt 

f fr ft  W k  f̂t *ft d W H ld  JfT S T W  

^r^rr ft*rr, ^ trt ^ ^  rr^ ?̂r ^ fw r s r  

% qr stp t^ t fafa’ r r  ht^t ^  
* r M  t s h t  ^ t^tt % v\x wft # 

^ r ^ r R % < fk^ ry3pT T^ T^ ng  1

w  v t f  5 i w  w r  w  5 w  
T t  w nre f^ n  ^  ^ m

f^rfvr Tt TT ^fff'fd *R m # ( f t w  *TT 
f ^ f l r  *T^ ^ t f  fa c TR  HVrTT ^  « ft r
w r  ^ r  » r t f t  ^  fa trm  ’ t t  ^  
?n^T ?

5?RT JtTT JTlf I  fa  w  v t f  
? r w  *r t  v t

 ̂ T̂̂RTT I  5JT ^  %qr W f  
t o t  t  vi farFr ^ r  1
* n T  '*fl'«i •TT <i*4*iI ^T9T n>^ll ?ft

W  1*1 S(M ^
*r ^ T 7 T  T ^ f f  |TT ^ T T  ( I f f  f w  
fa ? ft  f a ^ r  *Pt f f t  f r ^  %r

f%TTT TT̂y %■ «frr w  ^  t
fa  ^it fa ^ r  ¥rsff m  i ^fT
fft ^  ^ fa  ?FR Ho,000 WBTT
?T# «FTcT ^T 5ft < F ^  ^mcfr xfrt *PTt

Tfft '«c(^I «M ,ii ->»Ib ^  ^ t ?ft T 7 ^
ir m t  fr^arpr ^  srnsfr, f a w

^?HT St ?R T%  ^  T F fr I q|[ 

cTflrr PfwHT ^  vt rt^r T̂ fT#r t  I 
^  ?ft wt^ft T r  fasrr̂ T nw.|*M 

^ r  ^ 1 5+1+1 jt^t? fft T’T Jr̂ t ^ fa  
?w %rtt ^ ?t ?ftr far ?J5 «rrt 1
<T "*11̂ 0 1 ^ fa STTT •T‘i'i'1 «(HI ?  fa 
im f c f t  TT 5VRT ^TT,
'jf̂ TTcT TT ĵ TTTT T̂”T 'T̂ t ■̂‘l I I

?̂ T n ̂ .b ^  'T' 1 *iti SRT VT.
'H T̂FPTT '3<iti'1 •«t<il'il ^37 -hIsk̂ >«i
It I s n  fa?T % ^  f a f f  « ft

t ’ I ZTWT ^  W  T̂l -d ^  ^ fa <â
T T  ?ft s f k  ^ 5TR- #  farH T  WHT

=ar%T, ^RT <t I ^  ?ft ^  «Ft
Tt7^ TT 5T555T cTf'TT ^  t  >

w  <.1 ?t^th ^  f a  v r w  ^  1
?r?t t  1 -JTrfrarr 

Tfrtsrr Vl'jj? ^ 1 'd't+t t(i 1 n*m'i 'tt,
VTcT q T  ^  5 IW  H ,o o o  % SZfTST 

5PT ^  ^ It*™ ^  ^T f̂Rlr TT
H , o o o  % 37HST ;T^t V X  T̂̂ kTT t 

12-36  hrs.

[S h ri C . R . P a t t a b h i  R a m a n  in  th «
Chair ]

A fapTT W T  jf f a  W T  F W  f t
t o t t  t  • A «rrq% t t
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[ « T f C S  S T V X  f lflW  * T T < T * ]

fir*p wx jf 1 q r w f y f l  i p n t
?nr f a f r r e r  s t ? *  wit n n c  %
^rfvw . ^  1 ^ r %  w t f t  * t t ,
>tt?t «rc 5?rt irawf qr **j*nr
w rr wk fe n  arrar $ i 'w  *5tfam 
fv  fa^ff %■ *tt̂ t K° w w  *sw  ^
3̂ 3% '•T̂fhWT ^ T̂TVT ^ I ^5f 'aWHil 
JTT̂ t qr n,ooo ^ «n«r sr$r ^ wvttt |r 
■sttct < r e  a n r o  n i f i  w ^ r  v r  t o t  
£ 1 aft m f n r t  ifr »ti * t  t t r t  ^  ntf
?ft $ T f 4iC i^VTT Ŝ̂ PTT M  T T
^ ^ 'i l  S V H  ^ t v t  T7»TT fa>
* ? , v &  ^ T P S T  ^  ^  j ^ T T *
^ T T  I * t  # T T  ? f t n f  %  T R T  % ,
TfJHI W %■, $4*1 ^ T f t  *FT

*  w ? * r  ^  1 n  * r a r  «pr 
^flir v u n r  T^rft i j f w  $ fo p ft
^ T T  w W f ^ T T  f p T T W  ^ S T T

f^ TW rq it I T?T 7TTW 5ft Tft^TT OTT
f w w !  *rr^ % r̂% «r<fr ?rff f a Ta 
?r̂ *t i mr tnp £ f^T^f sn^r n̂fr

£ iftr % f̂ TTT <TWT ^TT 'TRfT
n  5T JF T P * f t T  ^<"<1 ^ T B T  ^  JJT f ^ T F T r T
^ tt  armT |, **r <nr *rk s m

T̂T •Tift I tPT W1XTZ -J+\ t>($cfl ^ fa> 
q r ^ T T  « r t  « t p * t  t o t  *  * t  t f r 7 m f t  
? f a * T T  * V  % X  V X  * f t  I V t H t T ^ R  

H ( ^ )  ^  ^ T T  * H T T  ^ R ^ f t  
%  ^m ffw v *$t ¥ T  % 1 

f f W  tT O %  W T T  %  |  ^

z^r tnp ? w  arrn>t t k  ^rraT £ ^ft far 
m  ^r % f̂ rtf irsr^T frr^ % i 

firmnh- ?m  wk 'suwr jn rt? | *fir 
31T ^r %f*zx W? TT?r ?

*̂1 < ? f<f pci'll M*l 1 Art'll »T
w n c t ,  ^  ^  ^  ^  ^
i m  a n t  ^  I * T ?  ^  $  ? T P f T T f t W  
^  |  \ ^ xwrtt * n * f t  ^ N r t  t t  
x n t  « n « r  W r m  t o t  %

^ r  nrr ?r*nff?r t  fv  «m- w ^ t  
? f ? n r R  » rw f%  ^ 1  ^  ^  f %  

r̂rtt t t  fiRT m* vft, ■jttt Tt 
^  VTt, rm^T «TT ??PTT

^Tt, Tpsrft TT f?TRT TTt, 
t o  ?n^fi fnrf^^ jft

^  ^ f̂ RT% frTfl +if<Tl<:^n it fhWT 
^  f V  W F B

»̂im*i Ĥ*tT % I ^<.? JAM
«TT3T *  jf?RT ^ ^ «\T

TftrRTSPT WT «PT ?  I ^
fk<T "tin srrvm, »̂i?i »r ?ft irrnh'
^rf ?fnr trmvfr ^ rr  nH ?mfr # 
^ n  f m r  ^ w t  < fr  ^ r i
f*+M l fft ^ ) ff>'^«1!'1 W

f w s r  5  ^ t » f t  ’ t t ^ t t  « r a r  
% ^tVt ^ fr^Tsr <n>t fIt ^  
f t r w  % s f T f r  w n  ^  ^  ^  ? n

afr fr*n̂  w t ^ r  O rf^ v  *n^r % 
fsprm *f ^ 1 M r ?  ^r m tm  w 
f i r m , ? r f r  i m  ^ f r  v r  f r  w r  w  

k 1 ^ *tt s rrfvT  It, * ? ? t

* T̂Tt $ ^ -WTrfpsn %, h £ «frr 
 ̂sr r<sr« Tier £, ?p* %

^TT TT f?TTT *T!TT t  1 «nrr WT3T
^  t o t  t 7 inr *rfT ststt w  t  
?ft spit ^ ^ ?r srk w\j,
•^ K  M^l-1 Tn -fIctr ^ 5TT 1 W T  *ili<i#H 
i t  ?  ^ r r  %  ^ r t  w  ^ t  ^  t t  i 
r^-fl «im ? m  % TRT T̂ fTT  ̂
|w'i < <nrr t ?  ^tt jt^pt t ?  ^iw 
wtt >fV ?c *nc=r *t srer ft 
#CT >fF ?c ?TFT ^ ^Tf ?r m ^  gr?f 
H ^mr far #2T 5TT? *Tt ^ T  v t  fa^r 

% m  f a :  T T  ^ r  w

WTT CPK TO  T̂T t  ?fr TfT 
I(j1 ?ft 3THff I W  <HX.̂  ^  *M‘ i (
51W ^TTT T̂ 5TR fft ^  T O  f?TT3r
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TT 'TTH f^TTT % 5RTTCT^ * f t  TT*f*RTT

| i m  t ^t ^  Tt *rsr sfarrft
•̂t fFTCT 3 5̂ 5RTT Tt ?ft q f  fffiT %

¥ t t t t  T f^ ft ftp s n r r  <pr ^rrc w r  

^  tsrfWri f t  ?ft w r  ? w  %  

’ f t  ^  «ft I * f t r  q f  3 *ft ^  K  ft«TT 

'W  W f * .0,000  ?r 51TT5T W? T T ^ T  ^
* f l r  ? f  * n f t r  f t  1 $?t t t  w w  irff

fW T f t  H  (ft ^  ^  ? T ^TT^r T O T
t ,  *r t t  s r t r  h  f t  jt I  «tpt

*T 1 3 f  *TfT cpfr TT ?TTcTT f  ^
STCT T T  ^ I f*T ?T7f TT TTJJJT 3ft 

fpfT'O | f ^ R T  % f^W l'h S’, fT'TT?
sfti-Ry % f^rra %, ztft ft*? ttj 
%  * r m  *r t  | ,  t? f  * tr t  sro sr ^  ^ t  

v m  (

VR £( 'PrTT T̂̂ TT f f f t  nT*rrc*ft
? r #  t t  f t ? r  * tt£  *t f k ’ r ra  t i t t t  ^ fir  

^tt f r  =3^ % ^  ^i3^r w n  ’  
? m  T f t  w  ^  s f t r  f t * f t  ^  

$ f r ,  'TT jfr  s r r  t ^ ,  ft^rT w r d

?r ?t t t  t *’ <ft *w t  s r  f T  tt̂ t T t

w t e  m  ’  ?Tf m  ^ tt f t  f m r
^<+>5VH TT^TTfTRT ft^t f  t *R T  
£ f t  ^ r  I ^ T  ^  *P^T 

7jf, frrr 1% srrer f t  z*r ht 
ft*TT 3 T =Tft W l f t  *Tft eft ?*T TT 

TH W T t  f t  F̂> J*TTCT ’ T T T  * f t  I 

%FR r^TT f 5fT <5T f^ T *  T T ^*T  faftTST 
^ t t  c ^ n m r  t * t  1 sR  s t ^ t  T t 

q? s r w t  % f t  ftrr *Rt%, ^ r C t  
*rO^, ŵ r% 1 ^rtr?

sp^t 'W fr ,  f^r ^ r  m ^ r  ft^rr 
# n  1 f t r  ?rnr r̂ ^rtrr m 
^ t frUT i f  W ^ T ,  W  ?T?VftTcT 

^ f t  I f?T% iU ?  F  ^  cT^pftTcT 

ft^ ft f t  f t ? :  W I T  aptf ^tTT 3 ^Ht 

«|5tR?r T̂ ^ T̂ u*j\  VtReT ^T ^  
< a ? n ^T »nrr t  1 f t r  * ft%  ^et

$fk  ^tt a j ^ r f t  v t  t t  f t ? f t  *FT»T

^  ^FTT f^ R T , ^  f^HTT, ?ft «RTT
T̂Wcf f t  4 ^  '3̂ T% ft? ^  ^T *a ■0 ®1T 

*TT| W k  "CT^Ft f t c R  ^  I

^ T  ^ rrr  « m r m  ^nnft ^r>ft

f t  ft^ft m^sft ^ ffpcr, ^r^rft itt 
3ft ^rchrr <n ^  qrar
t  vft tit i ^  f^ rt cpT

H^rt’i « ( » i i ' l l  ^ i-n  1 ^  ft*

^  3Tf 5XVRM ?l?TH #  'TRT
^i^4ii ?ft Mfti - "̂ ?l*ll f t  W% ^T 
T m n ftH  5m^=r |  sa k  s m t  ^fr ^ ? f r

?rf^fft ftifr f t  ?pr ^  f t  vr*3j
'̂wi ?TlTT w  *̂T TT *T
t̂% ft f̂hc ft^t ?tt? t t  &m m r

t<W ^TT I J!<  ̂ f t  
^ T  $ *T%W ft^T Tt f  jft f t  fJTT̂  
<rS5F»T ^ f ^ i  ft f̂T # ft?T 
T O T  M ft^T  #  ̂ T  rT T W ft^ f ^

«i>T ?t 3rr^T f ^ r  STT^T I

w  % ?K  v( T̂ TT T̂fcTT i  f t
srn r? f r r k  cr n 3 ^  v t

w  ^ afrpc t o t  ftnr, f t  5̂ rr?a 
f ^ f  r̂ 5fr r  Tcrf %  w T pff,

? W  T t, 3iTTJf q ? w r  fte ft  t ,  '^ T #  
T t f  *+,+ fCtdi 1 v?rf =3rnr-

TT s-T ffT  ff?W <r< ^  f t  T T  f t r o  

tTT ^5TT ftHT W  ?T^ f t  ^T 
•?tR T t  f W  c R ?  =qrt T T  ? ,  $Tft=T 

4o ^T Tt WTH 37TT "Tft TT 4̂>d! I 
■i*f i(  sftT 'J^U  ̂ ^TTPTt ^  TTTHT f f ^ t -  

emrr ffe ft  ^  1 M t t  q f f  t i t  t w t  

w  | ? W r ,  'vj+fTt ^r^t « ft r  
% ^0,000 aft eepnm
^  'sw  f t  ^rftt ♦l,m  0  %  , :;ft f t

^ rc iz  ^  i.'+tfi f r  t ^  f ,

f?TT ? , 0 0 0 ^ P T T  ft  4 r̂a- ^ I 
i j f  ? rn t  i t  w rrt ^ f t  f , f t ? r

ft?n ^ f t  ft^t vt r ^
'ffjTfft TT trf ^RT ^t | f t  ?Tf WT
ft?ft |  %ftr T m  n f r  1
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[q 'fin  STffT 5T*T ^TT«fa]

3RT^ 1 I  IV W
% V '5 <- ^ff U,<ti 4flfl <f>̂ l ^ n ft
£ ^  *ft*T f
f«F JTf ^  <TR %

«m  w  *mT ^  i ^t d\n
^<ff t  f e f r  * t  ^ f r  fa f t
T'Ttd *1 )̂ f^RRt T?T «'hlf<l't-c QiH 
apt | I ^ »R  ^  = ^ %  | T̂TTT 
tH^TT? q̂TPTT, T̂TTT ^ N r  T̂FÎ TT eft 
♦falfH're  ^ T ,  ^ T R ^ P ^ t  
»FT ’PT St eft K t5 T f^  q£H, *FR 
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% sft?: fa^T ^TTqt *r, f w  fw rfr- 
sr, H-tt *n^r +>^dT ’■?■ ‘̂m - 

fr*r sfrr Tjt r̂̂ Wr nft f̂ tt srk 
fg^FTT'T % ^  T̂ • ?̂?r Ft
sft mz Tr?Ft # 1 zn  ?rn  ̂ *rt ?tt, t o
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Mr. Chairman: Dr Krishnaswamj
I request Shn Morarka and Shri 
Supakar to be ready after that.

Dr. Krishniiswami (Chingleput): 
Mr. Chairman, I believe that this is 
a very important measure which, 
apart from being novel in character, 
contains many provisions ot an arbit
rary character which have to be 
looked into very carefully by Parlia
ment.

1 realise that the Select Committee 
has done quite a lot to mitigate some of 
the harsh injustices in this piece of 
legislation, but I do find that there 
are still other aspects which have 
to be looked into very carefully, and 
I do hope that this Parliament, being 
(he high court of public opinion, will 
give very anxious thought to many 
of these provisions

I cannot rival my hon. friend, the 
Finance Minister, in his knowledge 
of human thought. Up traversed 
a vast area the other day from 
Kautilya, who, to the best of my 
knowledge, did not contemplate a 
levy on expenditure, to Nicholas 
Kaldor, whoso reservations and qua
lifications to a tax on expenditure 
arc as important as the case for such 
a levy, and which we have chosen to 
ignore, whose book wc do not wish 
to study, lest it should bully the ori
ginality of our thought and action*— 
this, mdeed, is a very long span. But 
what, in effect, does this Bill 
achieve’  1 should like hon. Members 
to ask themselves this question

This Bill, in the present instance, 
seeks to increase the savings of some 
i’,000 pi-ismm who in any event 
would be saving a good proportion 
of their incomes; nor can an expen
diture tax, as pointed out even by 
outstanding authorities like Lord 
Keynes and Prof. Pigeau, be as 
broad-based as an income tax. One 
cannot think aho of an expenditure 
tax even m the best of circumstances 
on anything below Rs 700 a month 
m our country, because it would be 
so difficult for the individual to keep 
accounts of his expenditure and then 
to pay the levy on such expenditure. 
In (he very natural circumstances, an 
expenditure tax cannot be as broad- 
based as an income-tax. But, in the 
present circumstances, it has not 
been broad-based and it cannot, 
therefore, curtail expenditure of 
large masses of people who, as 
development gains momentum will 
spend more and more.

The great inflationary pressures in 
our economy are attributable to In-
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creases in demand for food and 
clothing and which we have not been 
able to completely solve and sup
plies of which we have not been 
able to augment. Until we are able 
to curtail the demand they will re
main in spite of this tax on expendi
ture.

All that this tax will do, Mr Chair
man, is to permit a great deal of 
harassment and, perhaps, bring in its 
wake a minimisation of expenditure 
on dependants which cannot in the 
particular stage of our special evolu
tion be viewed with equanimity by 
anyone who has given thought to the 
way in which the social structure 
should be shaped. On this question 
of harassment, there has raged a long 
debate both in this House and else
where and although some of my 
friends seem to minimise the 
amount of harassment, I would beg 
of them to kindly listen to one or 
two considerations which 1 would 
like to advance so that they may yet 
reconsider their viewpoints.

The question of harassment has 
been put there because it is inevit
able, as the Bill stands, that there 
would bo a great deal of prying 
into private expenditure. Lord 
Kaynes before the Colvin Commis
sion pointed out that so far as theo
retical grounds were concerned, he 
favoured the expenditure tax as a 
basis of personal taxation but that a 
procedure of this type would be in
quisitorial and certainly was as dif
ferent from the income-tax assess
ment as chalk from cheese.

I would also like to point out that 
Lord Kaynes said that while it is 
wrong to pry into an individual’s 
private expenditure, it is right for 
the State to know how the commu
nity as a whole is spending in order 
that it may plan a better distribu
tion of resources. But, there is no 
possible justification, social or econo
mic or otherwise to *vy into an indi
vidual’s expenditure.

We have, however, embarked on a
procedure which is inquisitorial in 
character. But it is argued that the 
income-tax also permits harassment 
I do not agree that it does. But, 
granting that it does, is it part of 
statesmanship to go on piling 
harassment upon harassment? Is 
there any justification if I have a 
tooth-ache I should also welcome 
readily an ailment of the stomach. I 
venture to think that when we are 
considering some of these problems 
we should certainly take into account 
this harassment aspect of the matter. 
{Interruption.).

The great achievement of Nicholas 
Kaldor is not his theoretical justifica
tion of the expenditure tax but the 
formula of assessment which he 
arrived at, a formula, which, in my 
opinion, minimises the prying into 
individual expenditure and which, 
from many points of view, takes the 
edge of the criticism which had been 
made that an expenditure tax would 
pry into many private expenditures. 
As it is this tax will pry into that 
and will affect the social structure 
on which the family is based.

- But, apart from this, I have one or 
two serious objections to advance on 
the question of dependants. We 
have chosen to accept an artificial
definition of dependants. This defini
tion o f w ould be valid in a highly 
individualistic and atomistic society. 
But it w ill not be valid at all here 
in India w here the fam ily ties have 
acted as a type o f social security and 
have helped to prom ote the growth 
o f social responsibilities.,.

During recent times, particularly 
during the past 2 or 3 decades, thanks 
to inflation and other circumstances, 
a great deal of polarisation has taken 
place. Of course, within recent 
times, as we have realised, the only 
check to polarisation has been the 
strong sense of family obligation 
which makes more prosperous mem
bers of the community link together



11559 Expenditure Tax Bill 3 SEPTEMBER 1957 Expenditure To* BiU 1 x560

and also take care of the less for
tunately situated members of the 
community so that they may not be 
left to the wolves or they may be 
taken care of.

Of course, there is another factor 
which has to be taken into account. 
Recently, the WHO had a document 
presented to it in which it was 
pointed out that the longevity in 
Asia, and particularly m India, was 
only 32 notwithstanding the striking 
developments that have been effected 
in the realm of public health in our 
country and in other places. And, I 
think, this is also a factor which 
has been taken very seriously into 
account by this Parliament.

We have also to realise that thanks 
to pioneers of social reform like my 
friend. Pandit Thakur Das Bhargava, 
whom I had the opportunity of 
meeting for the- first time when he 
was a member of the committee 
which was then known as the Age 
of Consent Committee, some time in 
1928 or 1929, thanks to the efforts of 
such pioneers in the cause of social 
reform, the age of marriage has been 
increased and as a result of that the 
number of dependants who are left 
and who have to depend on others 
has also increased quite considerably.

These aic some of the factors which 
we have to take into account In our 
country, Pandit Jawaharlal Nehru in 
a moving passage in his autobio
graphy has pointed out that it would 
be dangerous to encourage the trends 
towards polarisation, that these 
family tics should certainly be 
strengthened in so iar as social Secu
rity is very weak The real trouble 
is, having accepted this definition, 
we have chosen to say that that is 
the type of thing which will really 
prevent evasion.

I cannot understand the argument 
about evasion. The onus of proof is 
after all on the assessee to show whe
ther a particular person is a depen
dant or not. My friend, Pandit 
Thakur Das Bhargava referred to 
the quotient system. Some type of 
variation of that system might have

to be worked out if we choose to have 
a flexible definition of dependants.

Besides, let us remember that even 
if there is evasion, the evasion can 
only be on a minor scale, Over-ride- 
mg social considerations are very 
important and cannot be overlooked 
by legislators in this country. I 
think it is a factor that we have to 
take into account 1 believe that 
the exemption list to which Pandit 
Thakur Das» Bhargava has refer
red, is particularly long because 
we could not distinguish bet
ween what is personal expendi
ture and what is non-personal 
expenditure One can get himself 
into the inside of many things. In 
addition, the provisions o£ assess
ments which are euphemistic now for 
harassment are so great that in all 
probability the Select Committee 
thought that it should be very libe
ral m its exemption, though I per
sonally take exception to certain of 
the exemptions that have been given 
in this particular thing

The argument that is propunded 
often that after all the tax
will affect a few does not really hold 
much relevance because one has to 
realise that if a tax has validity, if 
a tax has vitality, it does not know 
where it begins. A tax does not 
know where it begins and the result 
is that there are other things which 
arc really being brought m and many 
other people are affected Had the 
Select Committee accepted the pro
posal to reduce the exemption limit 
to Rs. 18,000 or Rs. 24,000, it would 
have been immediately forced to re
consider the question of harassment 
for when many people squeal, it is 
difficult in a democracy to say that 
they will shut their ears to what is 
happening. And that is a point 
which we have to take into account 
in the consideration of this measure

I have other objections to advance 
against the proposals that ■ have 
been put forward by the Select 
Committee. There is, for instance, 
the ceiling limit put on the expenses 
that have to be incurred by an asses- 
se or a dependant. Now, I could
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never for my life understand why 
such necessitous expenditure should 
not be allowed. After all, we are 
going to limit the expenditure only 
when it is actually incurred and to 
suggest that we are going to have eva
sion and other things does not really 
make sense in my humble opinion. It 
may make sense to others more 
illustrious and more brilliant but to 
my meagre intelligence, that argu
ment does not make any appeal 
whatsoever. I want to put before 
this House, 1 want to put before this 
country that if we have actually in
curred medical expenditure, it must 
be realised that one does not fall ill 
every day. These medical expenses 
are highly irregular and you do not 
have any control over such expenses, 
I want to put it: if that is done
should there be a tax put as it were 
on our health considerations?
13 hrs.

Sometimes some of my hon. friends 
suggest that if there are so many 
people who really have lack of medi
cal facilities why should not the few 
pay for such medical facilities. With 
great respect to them I want to say 
that this is an argument which will 
not' hold water. The argument that 
if generally in an area people do not 
have medical facilities, those who 
have the wherewithal to acquire the 
facility should be denied obtaining 
the best of medioal aid is, in my 
humble opinion, a queer interpreta
tion of equality and a queer interpre
tation of socialism. That is not the 
vision of socialism; that was not the 
vision of socialism of Morris and 
others who were great humanists 
and who propounded the idea that as 
far as possible there should be equa
lity of opportunity and people should 
not just be penalised just because 
they have a few advantages. What 
should happen particularly in respect 
of expenditure is that we should 
allow the expenditure that is actual
ly incurred.

In fact, this particularly provision 
about medical expenses hurt me a

great deal. Sir, because taken in con
junction with section 18(1) it is a 
particularly heinous provision. There 
is a provision in the Expenditure 
Tax Bill in which we have said that 
all taxes which accrue ought to be 
paid by the legal representative Of 
the medical expenses which a man 
has. incurred so that he might have 
his life we are to recover a portion 
for the State, how heinous it is to 
any society and particularly to a 
socialist pattern of society I leave it 
to my hon. friends to think over and 
consider for themselves.

I am not against medical aid being 
given to others in our society. We 
ought to have medical aid extended 
to all sections of society. But you 
are not going to extend medical aid 
to other sections in society by mak
ing me die an uncomfortable tfeath. 
If that were so, I would gladly sup
port my hon. friend in his proposal. 
But that is not so.

As for expenditure to be incurred 
on foreign! education, I do not know 
why there should bo an arbitrary 
limit of Rs. 8,000. I had only the 
other day an opportunity of talking 
to the Editor of a loading weekly, 
Mr Shankar, who pointed out to me 
th;)t he would have to incur 
Rs. 12,000 a year on the education of 
his son for sending him to Czecho
slovakia. There are other countries 
where there are different rates of 
expenditure. If our foreign exchange 
position is bad, then we need not 
send these people in a particular year, 
or we can regulate the number of 
people going abroad. But why place 
a limit?

Shri Narayanankutty Menon
(Mukandapuram): There is no limit
at all.

Dr. Krishnaswami: There is 8,000.
Shri Narayanankntty Menon: You 

pay 10 per cent more.
Dr. Krishnaswami: The moment yotT 

place a limit and say over and above
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that you shall pay a tax, it is a tax 
on education and a tax on education 
is a thing which I cannot understand.
I believe that if we are going to have 
a real society where there is more 
amount of goodwill, we should try 
t<& purge our minds of some of these 
illusions and have a better system of 
taxation.

My hon. friends on the other side 
ask what about resources for the 
Plan? We have been asked this 
question times without number. My 
hon. friend the Finance Minister has 
said that whenever we speak from 
this side we are destructive. We are 
not alternative Finance Ministers to 
put forward proposals as to how the 
Budget should be framed We do not 
have the capacity and we probably 
will not reach that position of 
eminence at all, and therefore it 
is impossible for any person to expect 
that we would put forward proposals 
in that strain. But I am quite willing 
to put forward certain arguments 
which if he does not consider, at 
least I hope Parliament will have 
some amount of patience to consider.

After all I am appealing to my hon. 
colleagues in this Parliament who are 
greater than the Finance Minister to 
consider my suggestion. I think it 
is clear that we have reached a stage 
when we are to find how we are to 
have the resources. May I in this 
connection, although it may sound 
bookish and perhaps professorial, 
bring to the notice of the House that 
if wo are on the look out for resourc
es, if we really want to have a social
ist pattern of society, we must imitate 
those who have built their fortunes 
and not merely try and divest them. 
The essence of a large fortune as 
Allen Young, and William Morris, 
great humanists, pointed out is not so 
much the income that they derive, 
as the benefits that accrue from capi
tal appreciation. We have so far at
tempted only to operate on the in
come or on property after it has been 
built up by the individual. It would 
be much more effective if the State 
were to imitate <he individual who 
successfully builds up a fortune. This

implies saving as much as id 
feasible and investing wisely with 
an eye on the future. That is the 
purpose of having a taxable surplus 
with us. This applies at all level* 
of operation, the Central, State and 
local Had this method been availed 
of earlier, we might not have had to 
introduce buch unpopular taxes like 
taxation on railway passenger traffic 
as we havt1 done only quite recently.

I suggest that instead of operating
only on the gilt-edged market in 
the open market as we are doing, we 
might be able to extend open mark
et operations to equities and r^al 
estate. In fact, Allen Young in that 
thought-provoking article published 
so long ago as 1928 points out that 
he is surprised how public utility 
organisations are unable to take ad
vantage of the increase in capital 
appreciation. We need a bit of 
dynamism and we need also a bit of 
vision. We need also to understand 
that in a growing economy, more 
particularly economy which is deve
loping very fast, in the words of 
Louis, the best way to obtain resources 
in a developing economy is to obtain 
a share in the capital appreciation 
and not depend only on current in
come as we have been doing.

I am not approaching this problem 
of resources from a defeatist point 
of view, though of course there 
would bo considerable justification for 
me to approach it from a defeatist 
point of view, considering recent 

trends in financial and economic mat
ters But 1 should like to point out 
that it would be very good if we 
(.ouM apply our minds afresh on these 
matters instead of thinking of a tax 
on health, a tax on education and 
dlso a minimisation of the obligations 
of the family towards dependants, 
which is utterly wrong and which is 
utterly useless from a social point of 
view. I suggest that the idea of bene
fiting from capital appreciation would 
be useful, because the motivations 
are the same In many respects *nd 
those who want to invest and develop 
the economy of the State must have 
all the incentives.
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The only section of the community 

which will have shed tears would be 
the speculators. But who worries 
about the speculators in a develop
ing economy and certainly in an eco
nomy where we are going to have 
greater equality of economic oppor
tunities, where we have made great 
promises to the common man and 
which we ought to fulfil and if we do 
not fulfil will end in chaos.

All this expansion of resources is 
quite simple and can be done, but one 
has to view these problems in this 
manner I have nothing else but 
great respect for my hon. friend the 
Finance Minister. But I do feel that 
when he goes off the rails I have a 
right to point out to this House, I 
have a right to point to this Parlia
ment that the time has arrived when 
we ought to give a bit of our mind. 
One may lose one’s temper, but that 
is not going to be an answer to eco
nomic requirements. And I say to 
you and indeed I say to this 
House that however much you 
might try to hide these matters, an 
expenditure tax is an inquisitorial tax 
and sooner or later—sooner rather 
than later—cither we modify the 
assessment machinery altogether, or 
we will be compelled if in spite of my 
plea the House passes this legislation, 
to repeal it.

Shri Morarka (Jhunjhunu): Mr
Chairman, Sir, this expenditure tax 
has a very interesting and respect
able academic history extending from 
Hobbes to Fisher if not from 
Kautilya to Kaldor. All these writ
ers supported the view that the tax 
on spending is more equitable and 
more fair than the tax on income. 
They said that this tax has a special 
merit, that it promotes saving. But 
in early days this tax did not become 
popular, it did not catch the fancy of 
the people because the progressive 
rates in those days were unknown, 
and they thought that without pro- 
ijressive rates this tax would become 
very regressive and it would be hard 
on certain sections of the people.

In recent times, Professor Kaldor 
very vigorously advocated this tax 
though without much success in his 
own country. In America an attempt 
was made first in 1921, and thqp 
again it was repeated in 1942, but 
without much success. They turned 
down this expenditure tax on various 
grounds. Professor Kaldor’s main 
starting point was that the present 
definition of income for purposes of 
income tax was hopelessly inade
quate, that it does not tax all forms 
of income and, therefore, lot of in
come escapes taxation. Instead of 
attempting to modify the definition of 
income, he wanted to switch on to 
another base of taxation, namely, 
spending, and he justified that on 
the ground of simplicity, fairness and 
encouragement for saving. He thinks 
that unless a man’s gains are reflect
ed in his standard of living no addi
tional tax should be put on him. If a 
man simply earns but he does not 
spend, then he should not be taxed 
That was Professor Kaldor’s theory

Professfcr Kaldor wanted that the 
entire income tax basis should be re
placed by this expenditure tax. But, 
though he advocated this, he was 
quite aware of the administrative 
difficulties and the consequent perils 
to the State revenues Therefore, he 
wanted to make a beginning on a 
very modest scale What he did was, 
he said, to begin with let us not re
place the entire income tax expendi
ture tax but we will only have the 
surtax or super-tax replaced by the 
expenditure tax That was his com
promise.

Why did he want that? He said: 
“Inspite of the administrative difficul
ties which I foresee, there are three 
great advantages in the scheme which 
I am advocating.” What were 
those three great advantages? One 
was that a tax on spending would 
encourage habit of saving; secondly, 
that it would tax tfie capital gains— 
that is, gains made not in the ordi



1 1567 Expenditure Tax Bill 3 SEPTEMBER 1957 Expenditure Tax Bill 1156$

nary course but on capital assets, and, 
thirdly, that it would also tax the 
expenditure out of capital i.e. capital 
dissaving

Many economists who considered 
this theme have dismissed this idea 
of an expenditure tax on the grounds 
of administrative impracticability. 
Even Professor Pigeau, who was 
mentioned by the hon. speaker 
who preceded me, was content by 
taking the advice of the administra
tors who told him that if this tax 
base was accepted then it would open 
such loopholes that it would be im
possible to block them,—it would al
most be a Herculean task to stop eva
sion without much effort and much 
money.

In 1942. in America, when this tax 
was propounded by Morgantheau, he 
said that by introducing this tax he 
would attract more revenue, more 
money for the treasury either by 
means of tax or by means of boriow
ing Hi> al.sO thought that thcie 
would be a discouragement for con
sumption and encouragement to 
saving

When we consider our expenditure 
tax we must consider it against this 
background, and then see whether 
the purpose of this expenditure tax 
would be served by the Bill which 
we intend to pass here The hon. 
Finance Minister 111 his Budget 
Speech, just before he introduced this 
Bill in this House, said-

“This is a form of taxation 
which has no backing as yet of 
historical experience. It is, how
ever, a tax which, given effective 
administrative arrangements, can 
be a potent instrument for res
training ostentatious expenditure 
and for promoting saving In 
the present circumstances, I 
think all we can do is to make a 
small beginning. I propose to 
levy this tax only on individuals 
and Hindu undivided families

whose income for income tax 
purposes is not less than 
Rs. 60,000."

Sir, accordingly, in the Bill that he 
introduced he provided a proviso to 
the charging clause, namely, clause 
No. 3 That proviso was as follows:

“Provided that no expenditure- 
tax shall be payable by an asses
see in respect of any assessment 
year if his total income under the 
Income-tax Act curing the pre
vious year does not exceed sixty 
thousand rupees."

At that time many hon. Members 
objected to this proviso, and they 
thought that there is no justification 
in linking the expenditure tax to 
one’s income Sir, if it is an expen
diture tax the tax must be on the 
amount one spends If a person 
spends more than the exempted limit 
then that person must be taxed. If 
he does not spend more than the 
exempted limit, then he should not 
be taxed But, by providing this 
proviso m this tax measure what 
you are doing is, you are providing 
first for an eligibility certificate, so 
to say Who would be eligible to 
pay expenditure tax’  A person 
whose income is not below Rs. 60,000 
for the purpose of income tax. If he 
has that income, and if he is eligible 
to pay that tax, the next test you 
apply would be whether he has spent 
more than a minimum sum which is 
exempted. If he has spent more than 
that sum then he is liable to pay tax 
according to the rates mentioned in 
the Schedule

At that time the hon. Finance 
Minister saw some force m the argu
ment put forward and, therefore, 
when he moved the motion for refer
ence to the Select Committee he pro
mised that this would be considered 
and suitable amendment would be 
made. Accordingly, this proviso re
ceived very serious consideration of 
the Select Committee, and as a result 
of that consideration the Committee 
amended the proviso in the follow
ing terms:
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"Provided that no expenditure 

tax shall be payable by an asses
see for any assessment year if his 
income from all sources during 
the relevant previous year as 
reduced by the amount of taxes 
to which such income may be 
liable under any other law for 
the time being in force does not 
exceed rupees thirty-six thou
sand."

When the Bill was moved here in 
this House it was Rs. 60,000 gross 
and when it has come back from the 
Select Committee it is Rs. 36,000 net. 
The scope of the proviso is now con
siderably reduced, in the sense that 
before the Bill went to the Select 
Committee a person was required to 
have Rs. 60,000 income liable to 
income tax. If he had any other in
come which was not liable to income 
tax, and even if that income was 
more than Rs. 60,000 he did not come 
within the mischief of this Bill, he 
did not become ‘eligible’ to pay ex
penditure tax. Now, as the proviso 
has been amended, if you have got 
a net income, from whatever sources 
it may be—whether it is agricultural 
income, capital gains or even if it is 
income from betting—of Rs. 36,000 in 
your hand you would become eligi
ble to pay this tax. To that ex
tent the proviso has been narrowed 
down, and it would certainly bring 
more persons now within the scope 
of this measure. I believe the num
ber of people would go up from 8000 
to about 10,000 or 12,000 for the pur
pose of this expenditure tax.

Even though the Select Committee 
has done this. I still wonder what is 
the real justification for this proviso. 
The question that you must ask is, 
whether the main purpose of an ex
penditure tax would be served if this 
proviso is there, namely, whether it 
would' promote saving, whether it 
would prevent spending from capital 
accmtilated in the past, whether it 
would prevent spending from capi
tal gains—these were the three pur
poses, as I said before, prescribed by

Professor Kaldor. Now, it you Apply 
this test you will find that what hap
pens is this. If a person’s net in
come is Rs. 35,000 then, whatever 
amount he may spend, from what
ever source he may spend, he does 
not pay any expenditure-tax, but If 
a man’s income is Rs. 37,000, then 
certainly he comes within the pur
view of this tax measure. What I 
wanted to say was this. If it is an 
expenditure-tax, then The tax must 
be based on expenditure and any
body spending over and above a 
certain amount must be taxed irres
pective of whether he has spent from 
his current income or whether he has 
spent from his past accumulated 
reserve If a person has spent from 
the past accumulated reserve, there is 
all the more reason why he should 
be taxed, and perhaps taxed more.

The second purpose is, whether 
this would encourge the habit of 
saving. Yes, Sir, to a limited extent, 
it would, but not of those persons
whose income is below Rs. 36,000 
net. All persons whose income is 
below Rs. 36,000, since they are not 
touched by this Inx at all, would be 
neither encouraged nor disconr«aed 
so far as •.avings are concerned

Then, what is the justification for 
this proviso’  I think that there are 
two mam justifications. The hon. 
Members w ho criticised that this 
proviso should not be there must re
member the two main reasons for 
which I advocate the letention of 
this proviso in the Bill The first 
justification I would like to put is 
that this tax is a new tax. It has no 
precedent elsewhere in the world ex
cept that, to a limited extent, we find 
it in Germany.
13.22 hrs.
fM R . D e p u t y - S p e a k e r  t n  the Chair.]

In Germany this tax exists in an 
alternative form; the form is, that 
you may either tax a person on in
come or you may tax him on his 
expenditure. There, this option is 
with the tax-officers. If you want to 
tax a person on his expenditure, then
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it is necessary that the expenditure 
of that person in that particular year 
must exceed hu income at least by 
50 per cent in that year; that is, if 
he has not spent more than his cur
rent income, you cannot apply the 
expenditure-tax at all. Even in the 
Western countries, where the tax- 
collecting machinery is much more 
perfect than what we have here in 
this country, they have hesitated to 
adopt this tax, because they feel that 
it is a very big, monstrous adminis
trative problem to collect this tax 
and to collect it on a fair and equit
able basis. It those countries did not 
dare to go near this tax and adopt 
it and put it on their statute-book, 
and if this country, whose tax-col
lecting apparatus is by no means so 
perfect, is going to adopt it, then, 
it is just fair that we make a small 
beginning; we make haste slowly 
and provide some safeguards against 
harassment.

The second justification, perhaps 
more important than the first one, for 
this proviso is, we must not forget 
that this proviso is necessary be
cause, in the last analysis, the funda
mental justice of income-tax is that 
it taxes people when they earn; that 
is, it taxes on what you have. So frr 
.is expenditure-tax is concerned it 
Das no such safeguards It affects 
vou even if you spend out of borrow- 
r.*d money; even if you take a loan 
und spend, still, the tax would be 
ftpplied just the same. In order that 
Hiat hardship may not be felt, this 
proviso is perhaps quite necessary 
Catastrophes occur not only in famil
ies but in business and in homes and 
rven our welfare State has not pro
vided against all such contingencies. 
In view of that, it is quite essential 
that in the Bill itself we must have 
certain safeguards.

I would say one more thing arid 
that is, the effect of this tax. Before 
this expenditure-tax was introduced, 
our marginal rate of tax on income 
was as high as 91 per cent. Now, 
that has been reduced to 70 per cent. 
Before the introduction of the expert -

diture-tax, if anybody wanted to 
have Rs. 10 more for spending, he 
would be required to pay about 
Rs. 91 by way of taxation. Now, 
after the expenditure-tax, what 
would happen is, he would pay 
Rs. 76 by way of income lax and he 
would be left with Rs. 24. Out of 
this Rs. 24, if he spends Rs. 10, then 
he will have to pay another Rs. 10 
by way of cxpenditure-tax at margi
nal rates. Even after that, on the 
whole, he would be left with Rs. 4’ 
as net savings. So, taking expencd- 
turo-tax and income-tax together, I 
think there is full justification lor 
the rates which have L^cn proposed 
by the Finance Minister and which
have been accepted by the Select
Committee.

It has been often said that this 
expenditure-tax is an excellent tax 
for misers: ftie people who do not 
spend would benefit under tl:ir
measure, and people who a re in the 
habit of spending and buying luxury 
articles, would suffer. Now, whether 
that is true or not, only time will tell.
I think that there is some justification 
and some force in that argument. '

Mr. Deputy-Speaker: A miser
would not spend, he would save; 
then there will be wealth-tax 
and the Estate Duty He will come 
under one or the other.

Shri Morarka: Yes, Sir But if you 
kindly compare the rates of the 
wealth-tax with those of the expen
diture-tax, you will find that the 
expenditure-tax goes as high as 100 
per cent, though Prof. Kaldor re
commended it at 300 per cent. But 
our moderate rates are also 100 per 
cent, while the wealth-tax rates 
range from half to one and a half 
per cent, which you can easily pajr 
out of the accruals of the capital even 
if it earns five to six per cent annual
ly.

Mr. Deputy-Speaker: Though that 
wealth is gone, they are to be taxed 
again and again.
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Shri Morarka: True, but even
then, the person who used to pay 
Rs. 91 in the past will be paying 
Rs.-76 today. If he spend*, no doubt 
he pays an expenditure-tax, but if he 
does not spend, certainly he saves 
that amount and to that extent, be
cause he does not spend he is a miser, 
and to that extent he saves income- 
tax. That was the argument, for 
whatever it is worth, and I personally 
saw some force in that argument.

It is contended by some friends 
here that Prof. Kaldor wanted that 
this tax should be applied only to 
the sur-tax payers and therefore the 
proviso has some justification even 
from the point of view of Prof. 
Kaldor. I would humbly submit that 
that is a wrong reading of Prof. 
Kaldor. What Prof. Kaldor said was 
that we will have expenditure-tax in 
the place of the sur-tax, that is, 
whatever revenue we would lose by 
not having a sur-tax, we could hope 
to get by having the expenditure-tax. 
But that did not mean that only 
those people would be liable to ex
penditure-tax who were liable to 
pay sur-tax. That is the small point 
which I forgot to make.

Mr. Deputy-Speaker: Shri Kamal
Singh.

Shri Supakar (Sambalpur): My
name appeared next to him.

Mr. Deputy-Speaker: I cannot
say that the hon Member has seen 
the list.

Shri Supakar: That was announc
ed; that after Shri Morarka, I would 
be called.

Mr. Deputy-Speaker: I have call
ed Shri Kamal Singh. If that was 
announced like that, that was a mis
take. It is not the hon. Member 
who is next, but the hon. Member 
whom I have called.

Shri Supakar: Shri Pattabhira-
man was in the Chair then and be 
said so.

Mr. Deputy-Speaker: Shri Kamal
Singh will now speak.

Shri Kamal Singh (Buxar): I am
opposed to this Bill on principle. 
Even at this late stage, when- the die 
has been cast, I would like to place 
my views in an objective and dis
passionate manner.

The Finance Minister seeks to 
restrict ostentatious expenditure and 
promote savings by introducing thls- 
Bill. So far as small savings are 
concerned, I have nothing to say. But 
so far as expenditure is concerned, I 
feel it should not be restricted in any 
way in our economy today. Money 
should be kept in a constant state of 
circulation in every, sphere. It 
should not be restricted, because it 
is against our planning.

It is our inherent nature to save. I 
feel that this Bill makes an unneces
sary and harsh imposition on this in
herent nature to save. I do not 
think that we should go further and 
press on them. In a Bill of this 
nature, I feel that psychology and 
sentiments should be considered. 
Many of our schemes have had ad
verse consequences by psychology 
and sentiments of persons not hav
ing been taken into consideration.

1 would like to take the House five 
or six centuries back when there was 
an illustrious ruler in Delhi, a man 
who had brilliant inspiration, who 
wai far ahead of his times. I need 
not mention his name; I think the 
House is very much aware of it— 
Mohamed Bin Tughlak, but his mea
sures suffered fatal consequcnces for 
the same reason. So I feel that we 
should not ignore the sentiments of 
the people to help saving.

I feel that today we are too much 
dominated by laws and enactments, 
without a corresponding enforcement 
of those laws to that effect. I would 
like to ask, how many of these laws 
are being obeyed? When the police 
firing was being discussed here the 
other day, the hon. Home Minister 
pleaded for the cause of the police
men by saying that much could be 
achieved if the masses would co
operate and give due consideration to



11575 Expenditure Tax Bill 3 SEPTEMBER 1957 Expenditure Tax Bill 115 7 6

the policemen, as it is done in other 
countries like England. The hon. 
Finance Minister is also of the same 
view. He comes to us and says that 
so far as income-tax is concerned, 
there is wide evasion and the machi
nery is not able to cope with the eva
sion. That is why* I submit that this 
is a wrong conception. The con
ception of this Bill is a wrong con
ception, because it is sought to legalise 
everything and to have an atmosphere 
of laws and enactments.

So much was said by way of sacri
fice. I submit that the sacrifice 
should be from within us and should 
not be taken by way of compulsion, 
as it is sought to be done here.

About ostentatious display, as has 
been said, I feel that surely the Gov
ernment is the biggest culprit in thi  ̂
matter. It is they who make a dis
play of ostentatious expenditure. 
Should not an example be set first 
by the Government before this sac
rifice is called from our side? I wish 
to give only one example, with due 
respect to our Ministers and Mem
bers on the other side. All the
Ministers, both at the Centre and in 
the States, display “ostentatious ex
penditure" in the way they use
motor cars, telephones, aircraft, air- 
conditioning their houses, etc. There 
are even lifts in the double-storeyed 
buildings of Ministers. There are 
guards of honour when they go to 
visit rural areas and there is a regu
lar darbar of local officials.

Shrt B. S. Murthy (Kakinada— 
Reserved—Sch. Castes): It is all
ancient history.

Mr. Deputy-Speaker: Order, order.
Shri Kamal Singh: I may tell the 

hon. Member that this is very 
recent.. . .

Mr. Deputy-Speaker: The hon.
Member should continue addressing 
the Chair instead of engaging in pri
vate conversation.........

Shri Kamal Singh: These are some 
o f  the examples. I would submit

that if these are not ostentatious dis
play of expenditure, surely one 
should draw the line and say what it 
ostentatious display and what is not. 
I would also in this context like to 
ask about the Upper Houses in the 
States—about which a Bill is being 
introduced in this House—are they not 
also ostentatious display?

I would like to refer to my hon. 
friend, Mr. C, D. Pande’s pertinent 
remark the other day. He asked the 
House, “Where would these taxes 
lead us to? Who are going to be 
benefited by the taxes? Whom are 
these taxes going to make happy?" I 
would submit that it affects the mid- 
dle-classes. It does not help the 
poor classes either. The poor class
es have not got even the basic amen
ities today. If we take the rural 
areas, they are as primitive as they 
were 20 years back. I would like to 
ask, what have the Government 
done, even before bringing this Bill, 
so far for uplifting the condition of 
the masses, especially in the rural 
areas? What is the condition of the 
village roads today? What about 
medical facilities and other ameni
ties like education and sanitation?

With our ambitious Plan and the 
expenditure liable to be incurred 
thereon, I wonder how far this small 
amount of fifteen or twenty crires 
of rupees, whatever is sought to be 
collected by this tax, is going 
to alleviate the conditions of the 
poorer classes. I would therefore 
like to ask who is going to bene
fit by the imposition of this tax. I 
would repeat that the condition of 
the people in the rural areas id 
abject. If by this measure we seek 
to reduce expenditure and by the 
other measure, namely the Wealth 
Tax Bill, reduce the inequalities, let 
us be quite sure and definite that we 
benefit the poorer sections, and lpt 
them feel that this much is being cut 
from the richer classes for benefiting 
the poorer classes. In that case I 
would submit that whatever is col-
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lected by this tax or by the Wealth- 
tax, be dircctly earmarked, let there 
be a committee for that purpose, and 
let it be spent on public works in 
the rural areas.

Then I would like to come to the 
Bill as it has emerged from the 
Select Committee. I would like to 
draw the attention of the House to 
the glaring anomalies that I find 
here, and the most glaring of that is 
the income level of Rs. 36,000 that 
has been kept. I feel it is tantamount 
to this, that those who have got an 
income of less than Rs. 36,00  ̂ can 
spend any amount, whereas a person 
who has more than Rs. 36,000 is tax
ed on that amount. I consider this 
very unfair and rather queer.

Coming to medical expenditure, I 
fully support Shri H. N. Mukerjee
whon he remarked that....

Mr. Deputy-Speaker: The House
should not get dull to the ear or to 
the eye. There are concentrations at 
some places and hon. Members are 
talking among themselves.

Shri Kamal Singh: Shri II. N.
Mukerjee drew the attention of the 
House to the exemption given on in
vestment expenditure, on bullion and 
jewellery, and I fully endorse what 
he said. While that is allowed, ex
penditure on health or expenditure 
on education or on funeral or birth, 
expenditure on all those necessary 
items is not allowed. I am rather 
surprised at this and I feel that con
sideration should be given to this 
matter. I would also like to ask of 
the House and of the hon. Minister 
whether he considers this as ostenta
tious expenditure. So far as medical 
expenditure is concerned, it may be 
a question of disability or accident, 
besides a person is under a certain 
amount of strain and is not able io 
control his expenditure. When that 
is the <&se, should this limit be kept 
only at Rs. 5,000, as is sought in the 
Bill? Similarly with regard to edu
cation, I find that expenditure on

education within this country is not
exempt. If a person sends his child 
outside the country, it is exempt up 
to Rs. 8,000. I would say that edu
cation is hardly a thing that could 
be called ostentatious, and I feel 
that both the expenditure on Educa
tion whether incurred within the 
country or abroad as well as that on 
medical be totally exempt from the 
purview of this tax.

One other point, and that is that 
this Bill discriminates against married, 
persons having dependants. A person 
who is married and is having depend
ants and a person who is unmarried 
have the same amount as the exemp
tion limit. That, I think, is rather

• unfair and it may tend to mass in
justice.

I would in conclusion say that 
though it is at a late stage that I am 
opposing the Bill as a whole, my 
views have been rather dispassionate 
and I have taken an objective view.

Mr. Deputy-Speaker: Not only late 
but very late; it is rather too late to 
oppose the Bill as a whole.

Shri Kamal Singh: I have laid my 
views before the House. So far as the 
Bill is concerned I have shown the 
anomalies that exist and I plead that 
due consideration may be given with 
a view to remove those anomalies.

Shri Supakar: I take my cue from 
many hon. Members of this House 
who have said that the main object 
of an ideal tax should be reduction 
of inequalities in our society, that one 
of the main objectives will be the 
achievement of egalitarianism and that 
we should aim at the establishment 
of a socialist pattern of society even 
with the help of a tax. But I wish to 
say that this tax goes counter to those 
ideals and I believe that this is a very 
anti-egalitarian and anti-socialistic- 
pattern-of-society type of Bill.

Now, Sir, in the original Bill it wa» 
said that persons with an income ofc
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Rs. 60,000 and more would come under 
the mischief of this Bill. And then 
we were told that only 6,000 people 
would come within the operation of 
this measure. Now, when the Income- 
tax limit is lowered to Rs. 36,000 we 
are told that 8,000 people would be 
Involved in this tax.

But let us see from the view-point 
of the rest of about thirty-six crores 
of people in India: how far this mea
sure will help in reducing disparity 
in our society and how far this will 
help in the flow of money from the 
richer section of our population—from 
the eight thousand persons—either to 
the Government or to the poorer sec
tions of our population And in this 
connection I may say this: to the ex
tent that a rich man hoards more and 
more of money, to the extent that he 
saves more and more and probably 
in that process of saving, some portion 
of his wealth may go underground, it 
has a tendency to defeat the object 
of egalitarianism.

I will explain my point with one 
or two illustrations. Let us imagine 
a very rich person who now spends 
several lakhs of rupees per annum 
and is therefore liable to pay a cent 
per cent tax on his expenditure. If 
he saves a lakh of rupees out of his 
expenditure, he not only deprives 
some poorer sections of the people— 
some servants, some grocers, some 
fruit-sellers or iome businessmen— 
a portion of their earning that he 
used to spend but by converting one 
lakh of rupees of expenditure Irom 
expenditure to wealth he deprives tne 
Government of an immediate expendi
ture tax upon that money—thougn ne 
will ultimately have to pay a smaii 
portion of that saving of one or two 
lakhs of rupees by way of wealth-tax 
But apart from these two aspects that 
he checks the property from flowing 
down from a higher level to the lower 
sections of society and that he de
prives the Government of an immedi
ate income by way of the expendi
ture tax, another aspect is that he 
increases the inequality by becoming

richer and by defeating the process 
of egalitarianism to which all of us 
are wedded.

Some clever fallow in the Wall 
Street Journal in America characteris
ed the expenditure tax as “an income- 
tax walking on its hands.” We believe 
in yogic asanas and we are not afraid 
of this frightful prospect of walking 
on our head or walking on our hands, 
but wo may not do so for an indefi
nite period and if we do then there 
will bo the danger of the blood ac
cumulating in the head. That ifl 
exactly the process that the expendi
ture tax helps. It helps in concen
trating wealth in the hands of 8,000- 
persons to the exclusion of the re
maining 36 crorcs. It helps in creat
ing an army of B.000 King Maidases. 
You know the story of King Maidas 
who loved gold more than his daught
er. I believe this is a tax which 
helps in creating 8.000 misers or
8,000 people who will grow richer and 
richer at the cost of others, and the 
hope held out by the Finance Minis
ter that most of the saving may come 
to the Treasury by way of Wealth 
Tax or Estate Duty after the demise 
of the persons concerned may be 
defeated, and most of the property 
that we expect by way of expenditure 
tax mav go underground. In this 
sense what the Finance Minister said 
may be believed. He said he would 
not be sorry if the return from this 
tax diminishes gradually and vanishes 
into nothing ultimately because there 
will be so much saving and some of 
it may come to the State or the pub
lic sector by way of investment in 
public undertakings. If he is not 
sure that most of these savings will 
go to the development of society by 
way of investment in the public sec
tor or the private sector or by way of 
taxation, to that extent this tax is 
fraught with dangerous portents.

For the same reason, I did not 
understand the objection that Shrl
H. N. Mukerjee took to expenditure 
on works of art under sub-clause 
of clause 5. I did not understand i f
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be objected to the poor artist getting 
a fair price for his work. Yet we 
find that the omission or the retention 
of this sub-clause, namely expendi
ture in connection with works of art, 
makes all the difference to the earn
ing and livelihood of many of our 
artists, most of whom are unable to 
make bcfth ends meet.

Let us imagine, for example, an ins
tance of a very rich man who pays 
cent per cent as expenditure tax, who 
takes a fancy for a work of art for 
which he is prepared to pay Rs. 1,000 
and no more. After the expenditure 
tax comes into force either the poor 
artist will have to sell his work to 
him for the sum of Rs. 500 or what is 
more probable, the rich man may 
not patronise the poor artist and the 
artists may be forced to starve. It 
is one thing to say that we should 
have more works of art in the public 
galleries rather than in private par
lours, but it is another thing to dis
courage the poor artists, most of 
■whom are very poor and are unable 
to make a living out of their fine 
work. I think, to solve this problem 
it will be better to start a campaign 
o f chitra dan or cHaru kala dan in 
order to divert the art collections 
from private parlours to pubbc art 
galleries. Therefore, I submit that 
the objection to the retention of sub
clause (g) is merely a cruelty to 
talented artists. I believe that the 
X.alit Kala Akademy or any other 
Government organisation in that line 
cannot reach a stage in the near 
future when private art collec
tors can be eliminated and the State 
will be able to pay the price for all 
-works of art.

I come from a State which is annu
ally subjected to flood and has recen
tly been subjected also to frequent 
fires™ I have tabled an amendment 
to exempt expenditure incurred to 
reimburse the loss on account of 
•natural calamities like earthquake, 
floods or fire.

I do not belive that our Hindu joint 
family is dead or is dying. I believe

that in a country like ourm, the joint 
Hindu family system serves a very 
useful purpose in our economy. It 
is only in Western countries that a 
family consists of a man, his wife and 
minor children. In a country like 
ours where there is no old age pen
sion, no unemployment insurance, 
there is the necessity, which is en
joined by our ancient sages, of moral 
obligations and the sacred ■ duty to 
maintain one’s old parents and grand
parents and widowed sisters, for 
example, who get no maintenance 
from the father-in-law’s place. They 
are dependants, but dependants to 
whom the asses see owes an equal if 
not heavier debt than to the State 
for development, and it is our duty 
to facilitate the discharge of that 
duty of the assessee by extending the 
definition of the term “dependant’' in 
the true Indian tradition.

I will conclude by coming to the 
purpose of the Bill again. If it is 
said that this Bill is there for the 
purpose of putting a check on osten
tatious expenditure of the very rich 
and that this check is an end in itself, 
I believe that this Bill will fully 
serve its purpose

If it is contended that this Bill 
forms an integrated complement of 
the wealth tax and the income tax to 
check evasion and to get a correct 
picture of the assessee*: finance I hope 
that it will do so. If it is argued that 
we are badly in need of money for the 
fulfilment of the Second Plan and 
therefore, the expenditure tax is 
necessary, I wish the Finance Minister 
the best of luck But if it is put forth 
that this is one of the Bills which 
tends to create an egalitarian society 
and to establish a socialist pattern of 
society, I think, and I must emphasise, 
that this Bill will fail in its purpose.
14 hr&

I will conclude only by refrerring 
to another quotation from Kautilya 
who says:

f t  TT3TT q f a
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“When the State is short of funds, 
when there is no money in the State 
treasury to meet the needs of the 
State, then the king—in the present 
•case, the State—wants to swallow up 
•the people".

Let us hope that we are having 
sufficient consideration for our people 
in general

Shri Khadilkar (Ahmednagar): 1
would like to examine the Bill, as it 
has emerged from the Select Commit
tee, not in the light of what Kautilya 
had said but in the light of what 
Kaldor has said, became Kautilya was 
legislating for a society which was 
totally different from what obtains to
day or what we visualise for tomor
row. Therefore, when we are to judge 
the Bill, as it has been modified by 
the Select Committee and placed be
fore us now, we will have to see 
what Kaldor has to say, because he 
was invited to survey our tax struc
ture and suggest reforms. He has 
made a first observation in his report 
which, while discussing this measure, 
we should bear in mind. He says:

"It is essential that the additional 
burden that will inevitably be im
posed (either through taxation or 
through an inflationary rise in prices) 
on the broad masses of population 
should be complemented by an effici
ent system of progressive taxation on 
■the small minority of the well-to-do 
who in India number only about one 
per cent of the population. Without 
that, the rise in expenditure during 
the Plan will inevitably increase the 
wealth of the richest classes dispro
portionately, and the distribution of 
the burden imposed on the commu
nity at large will be contrary to the 
sense of justice and equity of a demo
cratic society".

I think Kaldor, while making these 
recommendations regarding wealth 
tax or expenditure tax or, for that 
matter, gift tax, was motivated, after 
looking into our tax structure and 
the objective that we have placed 
before us, to do so in the light of his 
observations just mentioned. I was

surprised in the Select Committee 
deliberations as well as here in the 
House to find that even a section of 
the Congress Party, who say that 
they have adopted a certain social 
objective, are taken in by the pro
paganda carried on in the name of 
free enterprise. All this propaganda, 
all this grumbling and growling 
that is going on in the country 
against the tax measure before the 
House, is intended to get as many 
concessions as possible for that small 
minority which is getting all the bene
fits at the expense of the poorer sec
tions. This is the golden age for 
private enterprise in our economic 
development, if I may say so, and *it 
can be proved. In this golden age, 
they want to get more and more con
cessions and, therefore, greater and 
greater growling is going on. Some 
of the Congress people have been 
taken in by this and they also say 
that this must be modified in those * 
directions.

Unfortunately, I am not satisfied 
with the modifications made in the 
Select Committee because of the 
newspaper propaganda outside, sur
reptitious pressure within the party 
and round about. Unfortunately, the 
Finance Minister, who was bold 
enough in the initial stage, ultimately 
succumbed and surrendered, in my 
opinion, to all these pressures.

Now, what is the state of (affairs? 
bet us examine how far the main 
arguments against these measures, 
are valid. It is said that all these 
taxation measures, including expendi
ture tax, will have a disincentive 
effect. Fortunately for pie, there is a 
good comparison made by one of the 
well-informed contributors to the 
Time* of India, one Mr. Haran. For 
want of time, I cannot quote all the 
details. But he has pointed out, tak
ing two major industrial concerns 
from West Germany, and comparing 
their balance sheets with those of 
the TELCO, that our firms are much 
better off than theit- foreign coun
terparts. I will read out the relevant 
part of what he has got to say, be
cause I have no time to read the
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whole. He says that though the 
general turnover is very big and there 
cannot be a comparison, when actual 
profits, after payment of taxes, ax% 
compared, these two Indian compa
nies are much better off than the 
parallel concerns in Germany. The 
German firms are Mannesmann AG. 
of Dusseldorf, and Daimler-Benz Ag. 
(who are partners of Tatas in the 
technical production here).

What does this indicate? It clearly t 
shows that the impact of taxation on 
the private sector, as it is made out, 
is very negligible and they have 
enough resources left to further ex
pand and further exploit; their profit 
incentive is not getting weaker but 
is being strengthened day by day in 
our so-called socialist pattern of so
ciety.

Shrt Sinhasan Singh (Gorakhpur): 
i What is the amount of profit? Let 

him please read it out.
Shri Khadilkar: The comparison is 

made after eliminating taxes. I would 
refer the hon. Member to the last 
Sunday edition of the paper because 
the Speaker has told me that I have 
got a very short time at my disposal.
I have got the full figures with me.
I will give them to the hon. Member.

Another point. We are short of 
resources and we do not know what 
is going to happen. We do not know 
whether we shall get foreign ex
change or aid as we desire. At this 
hour, a certain amount of austerity is 
necessary. But what do we find in 
this city itself? I was told by a 
friend of mine who is a life member 
of a good an3 reputed society in this 
land: you go to the Imperial Hotel 
and there everyday thousands and 
thousands are being spent to fix cer
tain things. This is happening in our 
socialistic pattern of society.

Some Hon. Members: What is that?
Shri Khadilkar: I am coming to it. 

Corruption forms part of our social 
apparatus and political apparatus. In 
this hotel where so many things are

served, certain contract! and certain 
contacts are fixed. As it is report ad, 
even in Soviet society, there are 
'fixers'. So in our society and in this 
metropolitan capital city of the Indian 
Republic, there are ‘fixers’, and tt 
you wanted, you could find out what 
type of expenditure and what type o f 
life a certain section is indulging in.

Moreover, I have travelled through 
the west and I have seen those peo
ple in the top brackets there. There 
services are very dear. You won’t- 
get them so easily. So the upper 
strata in this society in India are to
day much better off than their 
counterparts in England or Germany 
or in any country of the western part 
of the world, the so-called democratic 
world. Here there is every freedom 
particularly for this class of people to 
exploit and to squander wealth, and 
still my hon. friend, Shri Masani, in 
the name of private enterprise, is 
saying that their freedom in being 
curtailed by all the taxation measures 
before us.

Planning has a double purpose; one 
is production and other is certain 
social objective We want to impart a 
sense of equality. The social purpose 
behind planning is there and that has 
been emphasised m our Plan. Can we 
forget it when this measure is brought 
before us? Therefore, after saying a 
few things to counteract the arguments 
placed before the House by a section 
of the protagonists of private enter
prise, I would turn to the Bill and I 
would like it to be amended in some 
form. I have suggested it in my 
minute of dissent.

I have baid that under the existing 
circumstances, Rs. 30,000 must be the 
maximum limit The reason why I 
say so is this. Hardly Rs. 300 is the 
income, the per capita income of the 
ordinary man. If you keep it 100 
times, the gap is big enough. If we 
calculate the list of exemptions provi
ded in the measure, I think, they will'
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be rolling in luxury. That is the pro
vision made. X do not see why people 
complain that a few thousands more 
have not been provided for fending 
their children to foreign countries. I* 
not the State on its own sending for 
technical training our boys and girls? 
Only the privileged few will be able 
to send their children on their own. 
They want to maintain that privilege.
I cannot tolerate this position. 
Therefore, I would say that 
if this is further curtailed 
there should not be any grumb
ling. It is the responsibility of the 
State to send people outside for higher 
Studies. On this ground, as I have 
suggested in my minute of dissent, the 
maximum should be Rs. 30,000 and for 
a bachelor or a karta of a family, he 
should not get more than Rs. 24,000.

I will just pass on my suggestions 
and 1 will not take a long time. Along 
with this, there is the question of 
harassment. That cannot be ignored. 
To minimise the harassment, I would 
request the Finance Minister to adopt 
a suggestion. The top bracket income 
group that is likely to be affected by 
thL> measure consists of about 8,000 
assessees individual or joint families. 
Let them keep a wealth register for 
this class of people as it has been sug
gested by Kaldor. That will be a good 
devise. Tax evasion will naturally be 
easily detected when they have the 
register. In order to avoid harass
ment, I would suggest, if the present 
scales of pay of the officers of the In
come-tax department are less, pay 
them more. At the same time, *ee 
they do not treat the assessees as if 
they were criminals. There is a grow- 
ing sense in the minds of the asses
sees that if they are going to an In
come-tax Officer they are being treat
ed as criminals, they are suspects. That 
must be avoided as far as possible.

Therefore, I would further suggest 
in order to avoid harassment some 
sort of independent judiciary attached 
to the Income-tax department should 
be formed so that disposals will be 
quick. The assessment as it has to be 
examined again and again will not

be kept pending for long and matters 
could be made easy.

I would finally suggest that the 
measure as it has come now before 
the house must be amended so far as 
the top limits are concerned. Some of 
the exemptions provided should be 
done away with. We must give to the 
people a sense that the wealtheir clas- 
es share at least an equal burden in 
the present reconstruction.

Shri T. T. K ; Mr.
Deputy-Speaker, Sir, the discussion
on this particular motion has followed 
the familiar pattern, namely, a certain 
section of hon. Members felt that the 
Bill, as amended-by the Select Com
mittee, had whittled down certain of 
the provisions and they have to be 
further tightened. Another section, 
which do not like the Bill altogether 
had pleaded either for dropping the 
Bill or for liberalisation of the provi
sions. Of course, there have been • 
few hon. Members, particularly like 
my hon. friend, Shr‘> Morarka, who 
have more or less supported the Bill 
as it has emerged from the Select 
Committee. I think it is better for me 
to state my position.

I brought the Bill in a particular 
form. I indicated that there were one 
or two defects which might have to be 
removed in the Select Committee. 
But, by and large, I am committed to 
the Bill in the original form with such 
modifications as are absolutely neces
sary both for the purposes of adminis
trative convenience as well as for 
meeting certain specific points raised 
by hon. Members of the Select Com
mittee.

Speaking personally, if I had my 
own way I would not have gone so far 
as the Select Committee has done. 
But it does not mean any reflection on 
the work of the Select Committee, 
because the Committee, as a whole, 
represented the cumulative wisdom of 
the 35 Members and I cannot arrogate 
to myself the position that my own 
knowledge in this matter is superior 
to the rest of the 34. Therefore, 1
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have accepted the position as set out 
by the Select Committee. II it is 
revealed that there are bask diftcul- 
ties which would make this Bill admi
nistratively difficult, those difficulties 
will have to be looked into. But. if 
the contention is that either the ex
pansion in the matter of allowances 
should be curtailed or they should be 
further expanded, it means we are 
going into the whole question once 
again. Then we have to submit each 
particular point of view to a critical 
examination and take the responsibi
lity for the decision.

So far as I am concerned, I am not 
in a position to advise this House that 
such a course is either feasible or de
sirable. I must say that I did not 
hear the whole of my friend Shri 
Mukerjee’s speech here. But the logic 
of his objections could not be seriously 
disputed. Apart from the ideo
logical differences such as may exist, 
political considerations where his 
party would like to push the Govern
ment to a particular position, logically 
what he said is correct. I will take 
it a step further. Assuming what he 
has suggested is adopted by the 
House, what will happen?

Are we by this measure putting a 
check on expenditure which is abso
lutely without any limitation? Is it 
that the door is closed and one can
not exceed the Rs 30,000 or any other 
allowance that has been given? No, 
it is not. Most of the arguments that 
have been advanced in this House 
either now or at the time when we 
took up the question of referring the 
Bill to the Select Committee, seems to 
arise from a conception that by law 
we have said no man shall spend any
thing more than this amount.
We have not said so. We 
only said that if you spend more than 
this amount, you shall be taxed and 
the tax is graduated. It is only 10
per cent for the first Rs. 10,000, 20
per cent for the next Rs 10.000 and
30 per cent for the third Rs. 10,000 so 
that if a man wants to spend Rs.
30,000 more than what the law per
mits him here, apart from the exemp
tion, he has to pay a tax, to the Gov
ernment, of Rs. 6,000.

We are told a great calamity will 
overtake that microscopic minority 
which would be affected by this tax, 
if w* do not allow an expansion of 
medical expenses, an expansion in 
regard to the education both in this 
country and abroad, an expansion of 
the allowances for the maintenance of 
servants and so on. Nobody says 
you should not spend taiore. Well, if 
a person is ill and he spends Rs.
15,000 in a year, illness of that nature 
being rare, he will have to pay 
something more. One normally ex
pects that a person who has an ex
pendable income of Rs. 30,000 and 
more, probably Rs. 40,000 is a person 
who will not mind paying a Rs. 1,000 
by way of tax.

It was said by some hon. Member 
that we might increase our taxation 
on luxury goods. The trouble really 
ts this. The habits in this country 
even amongst the better-off are not 
crystallised. For instance, I might be 
a person earning a couple of lakhs 
one year, or probably for ten years, or 
even fifteen years and accustomed to 
spend that amount. But that does 
not mean that I will be spending that 
amount all the time. I may spend 
nothing at all, excepting on my food 
and bare sustenance and be quite 
happy.

It is not like United Kingdom where 
by means ot a heavy purchase tax ®n 
motor cars you can tax people who 
buy cars, because there are a number 
of rich people, above the middle class 
to whom this expenditure has become 
a mere necessity. Therefore, they 
need not have an expenditure tax; 
they can have a purchase tax. which 
would do what is necessary, namely 
to inhibit the purchase of those com
modities to the extent that operates as 
a check. There are quite a number of 
people who can go beyond that check. 
If a car costs £800 and the purchase 
tax is £350, maybe in this country we 
will not buy a car at all. What would 
deter us is the purchase tax we pay. 
In one sense even the Rs. 3,000 duty 
which we have put on the big cars 
has stopped private people buying 
cars; they buy it in the name of firms.
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The regressive tendency of any 
taxation of this nature is high in a 
country where for one thing the habits 
are such that we have not been habi
tually rich. Maybe the princes and 
zamindars are different But the 
common man who has become a rich 
man today has not been habitually 
rich and he can forgo some of the 
things that he was accustomed to use 
when he had the money and was per
mitted to use it. Therefore a mere 
purchase tax of that nature, which is 
a revenue producing effort, which 
inhibits consumption and perhaps to 
some extent promotes saving is a 
thing which we cannot think of in the 
face of the habits of our people. 
Therefore, even the expenditure tax 
that we have put in has to be a mild 
one in the first, second and third slabs.

My hon. friend Pandit Thakur Das 
Bhargava to whom the Hindu Undi
vided family is so sacrosanct that 
even Hinduism is not so important, 
produced an enormous number of ar
guments with his legal powers, his 
powers of brilliant and devastating 
cross-examination. He brought to 
bear all these qualities to dissect the 
arguments I had put forward. He 
even quoted me against me and 
brought in Kadambari. What did he 
say there? What is it that he has 
said? What is the disaster that is 
going to take place if a 
Hindu Undivided family which is in 
the habit of spending Rs. 60,000 spends 
Rs. 70,000? They will pay a thou
sand rupees. If my hon. friend Pandit 
Thakur Das Bhargava thinks that 
that is going to destroy the Hindu 
Undivided family, I will tell him, 
Sir, that it would not. A thousand 
rupees more for a family which is 
spending Rs. 70,000 is not going to 
destroy that family or destroy the 
basic structure of the Hindu society. 
Even if it is Rs. 3,000, or Rs. 6,000 it 
would not happen. Maybe after 
Rs.' 6,000 probably the operation of 
natural forces of human psychology 
will restrict expenditure. I cannot 
understand what is the sin that we are 
committing by means of this expen

diture tax. The slabs that are 
framed above Rs. 30,000 are them
selves perfectly innocuous, Rs. 1 0 ,0 0 0  
Rs. 20,000 and Rs. 30,000. That point 
has been completely lost sight of by 
the critics of this Bill on the side of 
further liberalisation. Others who 
want to liberalise it say: this is useless, 
it will not produce you the income. 
1 do not want to frame a syllogism 
on the lines of the famous syllogism 
which Caliph Omar, put forward be
fore the Alexandrian Library which 
he burnt. I do not say that if it does 
not produce the revenue, it is going 
to give me savings. I do not say 
there is any thing syllogistic about 
the proposition. A contingency of 
that nature is extremely unlikely to 
happen.

Let me tell my hon. friend, as a 
person with a certain amount of ex
perience of human life—I have gone 
through the mill, I have seen life in 
various aspects—that human psycho
logy is such that one would not be 
afraid of expenditure tax. If I am 
accustomed to spend Rs. 60.000 or 
Rs. 70,000 a year, I will still be in a 
position to spend it. Very possibly,
I might hesitate a bit when I reacH 
Rs. 60,000. Even then, I might say: 
all right a thousand rupees more. 
When a person is ill, does he worry 
about the cost of medicine? When a 
person wants to get his daughter 
married, does he worry about the 
budget? People used to say in my 
part of the country—I do not know 
whether you have that saying else
where that if you want to know how 
to spend, either build a house, or per
form a marriage. If you plan to build 
a house for Rs. 20,000 you will com
plete it on Rs. 40,000. Even if you 
very carefully mark out every de
tail that you are going to spend on the 
wedding, ultimately you will find 
that you have overspent considerably. 
You have to pay something more for 
the bridegroom's party, lest the wed
ding may break off; then you have to 
spend on so many items.

This question of expenditure ii a 
matter which is dependent on a num-
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ber of factors, not simply on logic 
which lawyers can bring forward in 
this House and say if you do this, 
such and such a contingency will hap
pen. That contingency will not hap
pen. I do think that the tax itself as 
framed will produce some revenue 
end it is good that it will produce 
revenue. That is the reason why we 
have put in clause 20, to compound in 
so far as princes are concerned 
While we have a right to put a certain 
amount, it may be that they will find 
it difficult; let them compound, let 
revenue considerations be satisfied.

So I am not despairing of revenue.
I do think maybe initially the revenue 
may not be much, but progressive
ly I think up to Rs. 60,000 people will 
accept the systfm we stipulate, this 
little amount of poison if you want to 
call it, and still flourish It will create 
resistance into the system only when 
the expenditure is above Rs. 60,000.
I am only speaking for the person 
who can afford to spend Rs 60.000, 
who is accustomed to it. So from the 
point of view of income I do not 
think one need despair of the position. 
The money must come from some
where and must be liable to tax.

The other point made was about 
harassment. I think there Is only one 
culprit in the world today. The robber 
is a decent citizen; the people who 
charge high rates, for their services 
are very good people; I think every 
human being plying any trade or pro
fession is a good man, excepting the 
tax-collector. He is the worst type of 
human being. I suppose, Sir, that in 
this House of five hundred Members, 
there are some people whose sons are 
in income-tax, or in excise or sales 
tax departments or maybe their 
brothers are, or their brothers-in-law, 
or somebody else in whom they are 
interested are. They may be emplo
yees, officers, or anybody. I refuse 
to believe this story, the story that is 
gaining currency almost as truth: 
“Oh, income-tax-harassment'” . Some
body told me yesterday: “the Finance 
Minister may be a Haris Chandra"—

I am not a Haris Chandra—
“But his officers are Chanda la*". I do 
not know, I am afraid we must elimi
nate that word "chandalas". The real 
trouble about it is, we work ourselves 
up into a state of fury and we miss 
reason. The income tax officers, sales 
tax officers, excise officers, municipal 
bill collectors, all happen to be of the 
same flesh and blood as we are. They 
come from the same society, from the 
same strata. And, we are the honest 
people and they are the bad people.

Harassment: Who harasses? Nobody 
harasses a man who pays his tax. Why 
should there be any harassment of the 
rich man. Because the rich man must 
conceal? I do hope that it would be 
possible some time that we might lift 
the veil that now existŝ  between the 
efforts that Government has to put 
forward for collecting taxes, and 
which they do not—hon. Members
have just blamed them—and the at
tempts made by people to evade the 
taxes, namely, section 54 of the In
come-tax Act. I do hope that some
time or the other Government will 
permit me to see at least that, after 
investigation, after assessment, we 
will be able to publish these figures.

I may also say that I am not making 
any reflection on any community. It 
is human nature to make mistakes. We 
might sometimes conceal an income 
without knowing about it. Sometimes 
we get Rs. 3 or Rs. 4. Your grand
father or somebody might have 
bought a share which is with you and 
somebody might be paying you Rs. 3. 
You give a return of Rs. 2000 and you 
may forget these Rs. 3. It is quite 
natural. Sometimes it is possible that 
you buy newspapers when you are in 
business and you charge it. I may say 
that it is for private purposes and, 
therefore, you should not charge. It 
is quite likely.

I do not think that many hon. Mem
bers do know that respectable peo
ple agree that they have evaded taxa
tion, and then want to settle. It hap
pens. So far as the Finance Minis
ter is concerned, unfortunately, if ha
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does not become a cynic he must be a 
superman

Who is harassing whom, I do not 
know. This unfortunate man who 
gets Rs. 400 starts at Rs. 350, stops 
at Rs. 350 for twe years, gets Rs. 380 
for two years and so on. He cannot 
get a house unless somebody befriends 
him and the moment somebody writes 
an anonymous letter his position is at 
stake. That man is not harassed, and 
the man who harasses him, who has 
influence, who can wield influence 
over the entire society, is not the man 
who harasses. I do not know who 
harasses and who is the harassed- I 
think, if 1 were a tax gatherer I will 
feel I am the most harassed person 
in the world. Maybe, even as Finance 
Minister I feel I am pretty harassed. 
The point arises whether harassment 
is a word that has been coined ever 
since the unfortunate day, 15th of 
May, when I brought in the expendi
ture tax. That is the author, and so far 
as the children hereafter are concern
ed, they are the wealth tax, income 
tax, expenditure tax and sales tax 
collectors, and the rest of the humani
ty are all angels. I do not believe in it. 
Why should there be any harassment?

Somebody said, give a formula. Yes, 
formula can be given. But it cannot 
be statutorily established. Once you 
have a formulla laid down, as some 
hon. friends say, you have to take a 
man's accounts of the previous year. 
Yes, I will take if his accounts are 
real. I can take anybody’s account 
for the previous year, what wealth he 
had, what income he got and what 
-expenditure he has made, what 
wealth he has, then assess the differ
ence and treat it as expenditure. But 
only on one condition; if only you 
can say that the wealth is real and the 
Income is real. If these two things 
are real then there is no difficulty at 
all. The formula can easily be adop
ted. But, if you adopt a formula 
knowing that both those figures are 
wrong and would not be real—that is 
Our present trouble—what is the use 
of having a formula? You only give 
*t a statutory place here. That means

anybody who produces a figure like 
that and if the tax gatherer says that 
it is not correct, his wealth is much 
more and that he has concealed his 
income and also that he has spent 
more than what he has shown, we 
must go to court as the law pres
cribes it and the income-tax officer 
has no discretion. Therefore, a for
mula is not possible.

Harassment is a relative word. If 
there is somebody who refuses to dis
close or perpetually goes on evading 
taxes, naturally you have to ask him 
to furnish fresh returns, go into his 
books and so on. I do not think that 
income-tax officers are not un-rea
sonable. I do not even deny that 
some of them are corrupt. But, if a 
poor income-tax officer becomes cor
rupt somebody is corrupting him. In 
spite of the fact that we have our 
Penal Code re-drafted, we still think 
of the unfortunate person who, 
because of necessities of life, might 
perhaps yield to temptation, and the 
tempter is never taken to task.

In most of these cases of corruption, 
if there are 100 cases of corruption 
which can be proved not even 5 per 
cent of the cases are cases where a 
man is very wealthy and is very cor
rupt. In the case of an officer it is 
became he is a middle-class man, ho 
finds it very difficult to carry on, he 
has probably got a child ill at home 
and various other troubles. There
fore, there is no question of a unilat
eral judgment on a set of officers and 
branding them as being corrupt or 
being people who harass. I do not 
think it does any good. After aV, 
Parliament throws certain responsibi
lity on Government. Parliament 
wants certain things to be done. We 
have to collect the taxes, we have to 
see that accounts are properly main
tained. We have to see that a certain 
amount of money goes to the Ex
chequer and a certain amount goes 
into investment. It is not possible 
without a bureaucracy, and I depre
cate very strongly this universal con
demnation of the tax collecting machi-
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nery, which you want should do all 
the work that you want it to do.

The hon. Member, Shri Masani said, 
“You are not collecting your income 
tax properly, you do not need it". If 
it is purely a revenue consideration i 
admit it. Why does he not tell me 
how to collect it properly? He is a 
consultant lor business firms. Why 
does he not tell the business firms 
that they should not evade any tax 
and that they should pay all taxes? 
Then there is no difficulty at all. I 
am perfectly sure, if all our taxes are 
properly collected we will get far 
more than we expect to get by way of 
expenditure tax and wealth tax. It. 
is true.

So, the argument on this side of the 
House, namely, that this Bill is in- 
fructuous and will not yield any 
money has no basis; otherwise they 
won’t object to it. If it is not going 
to yield any money, why do you 
worry about it. You object to it 
merely because it is going to yield 
money. You object to it 
because a person Is not getting 
his freedom. And, who are the pei - 
sew? The hon. Member Shri Khadil- 
Jnr mentioned how many persons will 
be affected. It may be 8, 10, 20, 25 
or even 50,000. In a population of 
870 millons, what does it matter, if 
it is ultimately going to do some 
good?

It is no use my quoting Kaldor or 
Keynes. Of course, my hon. friend 
Dr. Krishnaswamy is a very well-read 
person and he can quote. I can also 
q«ote. For that matter, today quot
ing is not at all necessary. You take 
Kaldor’s book and read the preface; 
all the quotations that are necessary 
are there.

Aa Hon. Member: Even a devil w»n 
quote

Shri T. T. Kitahnamaehari: Leave
alone the devil and the scripture. I

am merely speaking of Kaldor's book
on expenditure tax. You read th« 
preface and you will get all the quo 
tations that are necessary; you don’t  
have to go and read the books at alL 
You start with John Stuart Mill and 
his ideas of income-tax r.ot being an 
equitable tax. Then you go on tc 
the Calvin Committee, Mill’s evidence 
before the Select Committee, the 
theories propounded by Marshall and 
Pigou, then Fisher, then Keynes him
self and thereafter you ran go on to 
many other people. Of course, Key
nes who, undoubtedly, is the clever
est economist, or economic brain, has- 
been produced in Englard. Unfortu
nately, he was a liboial. He was 
prepared to go up to a parti'u ar 
point about regulation and then lie 
stopped. If Keynes had lived today, 
I think he probably would have been 
far mcie progressive tlun even K i l -  
dor and, perhaps, even Gohen He 
says it is theoretically sound bu* 
practically impossible. But, who is 
the person who has tried 't and found 
it practically impossible?

On the question of quoting, I once 
quoted Kautilya for the fun of it 
because they thmk I &in an ignora
mus. I have also rea"i Kautilya, 1 
said, and nothing more I'bout it. 1 do 
not claim that there is something 
wonderful. The idea oE keeping ac
counts, knowing about expenditure i: 
something which is not 100 year; or 
200 years old; it goes 'i.to the days 
of ancient wisdom. My hon. friend 
might say that Kautilya is some
thing like a MachiavPili I do not 
know. He probably was or, he pro
bably was not. I do not think I will 
quote Kalidasa against Kautilya. Ex
cepting that the ‘K’ is there, ther** is 
nothing else in common between the 
two.

I would not quota Kaljdas; he is a 
person who is delectable but not 
serious. So, this is so.nething very 
serious. Therefore, I cone back to 
the original charge. So far as those 
people who object to the Watering.
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down of some provisions, I can tall 
them that intellectually I am with 
them. But as a practical proposition, 
as my friend Shri Morarka said, let 
us accept the position a$ it is. It can 
be unproved. We can sit together 
for two months and think of modifi
cations, and we can alte<r and polish 
it. There is time for it. We have got 
four and a half years more. We 
should be here for four and a half 
years normally.

An hon. Member: God willing.
Shri T. T. Krishnamachari: God

willing, of course. That is always 
there. We sit here for four and a 
half years; we can polish it and we 
can find out what is wrong. We may 
perhaps alter it one way or the other. 
I am not saying I will be bringing in a 
new tax. I am not even willing to 
alter the rate. Supposing I am here, 
we will certainly resist any alteration 
of the rate of taxation. But I am cer
tainly prepared to consider any 
amendment that is necessary as a 
result of our experience and study 
of how evasion is taking place, etc. If 
the people develop a certain amount 
of tolerance for this tax, they should 
support perhaps spending a little 
more. Let them spend a little more. 
In probably two or three years, we 
may think of a higher rate or there 
may be other things that we might 
think of. Therefore, my plea to the 
hon. Members who want a change to 
be made in the direction of tightening 
up of this measure, with which, I say, 
intellectually I am in entire agree
ment, is this. I may quote again Mr. 
Keynes and say, it Is practically not 
very wise to tighten it up further at 
this stage.

To those who want further elonga
tion of these concessions which I have 
mentioned in clauses (5) and (&) I 
would only tell them, 'do not make 
it a little more ridiculous than wnat 
it is*. The other position is, suppos
ing the inconvenience is there, sup
posing my friend Shri Kamal Singh 
finds it very difficult, will he agree 
that Rs. 60,000 is the limit T

Shri Frabhat Kar (Hoogly); Bo, 
the Finance Minister agrees that it fa 
ridiculous already and he does not 
want it to become more ridiculous.

Shri T. T. The
point is, I am speaking very frankly 
perhaps. I have not got a written 
script this time, but I am more or less 
thinking aloud. If the hon. Members 
want to take advantage of something 
that 1 have said, I would not deny 
them that liberty. The point is, sup
posing you want to spend Rs. 60,000r 
would Shri Kamal Singh agree that 
it would be adequate? Supposing, 
instead of Rs. 30,000 it is Rs. 60,000,
I will say, “all right", but you will 
pay an additional income-tax aof Rs.
6.000, for which you are given Jome 
concession if you are a man who 
earns. Therefore, I do not think there 
is anything very serious. If you want 
to spend Rs. 60,000, you will have to 
pay a tax of Rs. 6,000. If somebody is 
very ill, and has the money and. 
spends Rs. 15,000, he can spend it, for 
the illness, apart from the fact that 
you can save a little out of the Ra.
30.000. If he wants to spend Rs. 20,000 
instead of Rs. 15,000, he has to find 
only Rs. 5,000 more. Nothing more 
than that. So, I will tell the hon. 
Members here, those who say that it 
is going to do no good and who, at the 
same time, object, saying that incon
venience is caused, that the tax ele
ment in the first two slabs or three 
slabs is very small. Please accept it 
and give it a trial.

So far as the amendments are con
cerned, I would like here to state, at 
the outset, that any verbal amend
ments might be accepted. For in
stance, an hon. Member said: 
“why should Rs. 8,000 be given 
for people who go abroad for 
education and why should it be 
confined to one person only?" 
Supposing two people use it; of course, 
two children go and use up Rs. 8,000 
instead of one child going. The For
eign Exchange Regulations Act will 
not be able to tighten down this. When 
Rs. 8,000 is the ceiling, why should 
one person alone go? Well, two child
ren can use it  1 have no objection—
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none whatever. Maybe a boy has 
got a scholarship and he wants Rs.
2.000, if you cannot spare it out of Rs.
30.000, you can spend it from the Rs. 
£,000. You can take away the 'one* 
there. 1 have no objection.

There is another matter. Muslim 
friends occasionally go to Haj, 
spending motleys provided by Trusts 
which are outside India. People do 
go to Haj but I do not think a man 
who goes to Haj is ordinarily a per
son who has got more than Rs. 30,000 
as net income. Maybe, if he has that 
income, he is not going to bother 
about it anyway. He may charter a 
plane and go, though he will have to 
pay a very big tax. But assuming 
there is a sentiment in the former 
type of case I will certainly say that 
we should make ru'es that in case 
tax is attracted—wh'ch will not be 
attracted—this matter could be consi
dered. My friend says, "I have given 
money for people to go to Haj through 
the Trust. It is not really intended 
for my purpose.” Yes. Sikhs go to 
Gurdwaras and some go to Pakistan. 
The Christians go to Rome and on a 
pilgrimage to St. Luke or something 
else. A provision can be made in res
pect of people giving money to such 
Trusts and they have to be accommo
dated. The amendment in this regard, 
brought forward by Shri Jaganatha 
Rao, is permissible and I accept it.

I therefore beg of this House to give 
this measure more or less a trial, and 
to the extent that it will be adminis
tratively possible for us, we will see 
that harassment is not there. But it 
comes here and there. We will t r y  
our best. The new wealth-tax, the 
expenditure-tax, etc., are increasing 
the area of the tax administration, 
and we have to take particular care 
to see that the tax-collector is polite. 
When he has got to ask people to 
show their books to him, he has got 
to do so politely. In the case of 
.the rich people, if it is necessary,

provided they pay Rs. 5, I will ask 
the assessee to send an application, 
with Rs. 5 as stamp, so that the Income- 
tax officer could sit with the rich man 
and check the accounts at the home 
of the man. I am quite prepared to do 
it It means Rs. 5 or Rs. 10 more. The 
income-tax officer, instead of calling 
him to his office, should visit him, pro
vided he is free and it is not before 
8 o’clock in the morning. I am pre
pared to make an amendment in the 
Tax Act . . .

Mr. Deputy-Speaker: That they
would not cherish.

Shri T. T. Krishnamachari: The
point is, if a person is ill, the Regis
trar’s office charges Rs. 20 and they go 
to the person. Similarly, I can make 
a provision for those rich people who 
cannot afford to go or for those people 
who arc ill. I can ask the income-tax 
officer to go to the house of the person 
who is rich or who is ill, wait and 
check, provided the man pays a stamp- 
fee. There is1 no difficulty at all. We 
will try as far as possible to accom
modate the people who are powerful, 
and influential and who are rich and 
who are prepared to pay for service 
which we can give, by asking our col
lectors to go to their houses. I can 
assure the House that 1 shall try to 
the best of my ability to see that my 
officers are polite—I shall ask them to 
be polite—and not to harass, but, at the 
same time, public opinion in this coun
try must tell the people that harass
ment from income-tax officers is a 
one-sided affair. The harassment is 
also from the rich men. After all, 
the poor income-tax officer or the 
Assistant Commissioner of Income-tax 
are generally people of the middle- 
class, they are afraid of the rich peo
ple; one should protect them from the 
wrath of the rich. Even a person like 
the Finance Minister is exposed to the 
wrath of the rich; what then is a poor 
income-tax officer to do? If you pro
tect the officer from the wrath of the 
rich, I am prepared to ask him to be 
as polite as is necessary, and as cir
cumstances warrant it, to the tax
payers.
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Bavin# said this, I hope the hon. 
Members will not take it that I have 
been discourteous or even impertinent 
in Hot replying to the various points 
raised, because, they all fall into two 
classifications. I have dealt with the 
classifications. I hope the House will 
accept the motion lor consideration of 
the Bill and pass the Bill fairly 
quickly.

Mr. Deputy-Speaker: I shall put the 
motion to the vote of the House.

The question is:
“That the Bill to provide for the 

levy of a tax on expenditure, as 
reported by the Select Committee, 
be- taken into consideration.”

The motion was adopted.

Clause 2.— (Definitions)
Shri Narayanankutty Menon: I beg

to move:
Page 1, line 28 

omit “or mainly"

Shri Supakar: I beg to move:
Page 1, line 28

after "child” insert
“or parents, grant parents and 

widowed sister with no income of 
their own” .
Pandit Thakur Das Bhalgava: I beg

to move:
(i) Page 2 
omit lines 1 to 5.

<ii) Page 1, line 28 
for “child” substitute “children” , 

(iii) Page 2, line 7 

omit “ a” .
8hrl S. Ghose (Burdwan): I have

amendment to clause 1
Mr. Deputy-Speaker: I am not tak

ing clause 1 now.
Sbri Yadav (Barabanki): I have

amendments Nos. 9, 10, 11, 13.

Mr. Depaty-Speaker: They are not
under clause 2.

Shri S. Ghose: 1 have two amend-
ments to clause 2. Nos. 160 and 161.

I beg to move:
(i) Page 1, line 12
add at the end:
“and who must be a person 

having knowledge of law or a 
practising lawyer of at least five 
years’ standing”.
fii) Page 2, lines 10 and 11

after “authorised” insert “ex- 
clusively”.
Mr. Deputy-Speaker: All these

amendments are before the House.
Now discussion on clause 2.
Sbri Narayanankutly Menon: I have

moved an amendment seeking to subs
titute “ 1957” for “1958” in clause 2. 
By putting 1958, an extraordinary 
method of taxation is adopted. The 
Finance Minister says that sufficient 
notice should be given before it goes 
to the proceeds of the tax. In contra
diction to the other measures of taxa- 
tion, especially in the case of the Ex
penditure Tax Bill, the Finance Minis
ter proposes to give notice to thoee 
who are going to spend not less than 
Rs. 30,000. He is giving a year for 
them to get accustomed to pay the tax.

The Finance Minister said on the 
floor of the House that the Expendi- 
ture-Tax Bill and the Wealth-Tax Bill 
have been drawn up as a composite 
tax structure, along with the addi
tional excise duties he has announced. 
It is quite understandable that when 
the ordinary man has not only begun 
to pay the additional excise duties—as 
a result of the impact of the additional 
excise duties on the market, prices of 
these articles have gone sky high— 
why the expenditure tax alone should 
be postponed to the year 1958.

Mr. Depaty-Speaker: On which
amendment is he speaking?

Sbri Narayuumkutty M m a :
Amendment No. 7.
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Mr. Depoty-Speaker: Amendment
No. 7 is not this amendment

Shri N army anjmkotty Menon: I am
sorry; it is amendment No. 6.

Mr. Deputy-Speaker: I am sorry I
shall have to rule out of order amend
ment No. 6. It reads:

for “1st day of April, 1957"
substitute “1st day of April, 1958."
It is to clause 1.
Shri Narayanankntty Menon: I am

sorry; amendment No. 6 is to clause 1 
and not clause 2.

Pandit Thakor Das Bhargava: So
far as amendment No. 54 is concerned, 
it goes to suggest that the Hindu un
divided family as such should not be 
included in the category of taxable 
entities. I just read out from Kaldor 
and Kautilya sometimes back that in
dividuals should be taxed and not 
families or collections of men, for the 
simple reason which 1 have given . . .

The Deputy Minister of Finance 
(Shri B. R. Bharat): This is also to
clause 1.

Pandit Thakor Das Bhargava:
Amendment No. 54 is to clause 2.

Mr. Deputy-Speaker: It is all right; 
it is to clause 2.

Pandit Thakor Das Bhargava: I
have said that the words “Hindu un
divided family" should be omitted, so 
that they may not be taxed at all In
dividuals may be taxed. 1 have quot
ed authorities like Kaldor and Kautilya 
that individual may be taxed and not 
collections of men. If collections of 
men are to be taxed, different criteria 
are there. Expenditure Is usually in
curred by persons for themselves or for 
others who are dependent on them. So 
far as the Hindu undivided family is 
concerned, the others are not depen
dent on the karta. If there are 4 
brothers and 1 karta, the karta is only 
a manager. Otherwise, the other per
sons are as good coparceners w the 
karta and he cannot be treated dif
ferently from the others, ao far as *he 
rights of property are concerned. The

entire tiling is misconceived that the 
karta of the family should get iU.
30.000 allowance and the other only 
Rs. 8,000.

I think the Finance Minister has not 
fully followed the tenets of Hindu law 
and he has not applied that law. 1 
fear that all these references to the 
Hindu undivided family are out of time 
with the law on the subject. There
fore, my submission is, it will be of no 
use to include the Hindu undivided 
family. Suppose all these persons who 
constitute a Hindu joint family are 
taxed as individuals; what would be 
the rule? I see that so far as this Bill 
is concerned, apart from the fact that 
the Hindu undivided family is includ
ed as a taxable category, every indivi
dual also will ipe liable to tax. But the 
difficulty is that they want to tax the 
individuals in the Hindu joint family 
on a different scale. It is discrimina
tory Under article 14 of the Constitu
tion as well as under the ordinary law 
of the land, every person must be 
treated in the same way. Every person 
is equal before law. You allow As.
30.000 for the karta of the Hindu joint 
family, but you allow only Rs. 3,000 
for every other coparcener. It is 
entirely unjust.

Apart from the fact that the Hindu 
joint family should not be a subject- 
matter of income-tax according to the 
authorities citpd by the hon. Minister.
I believe the whole of this law is too 
much discriminatory and there is no 
reason why you should make a dis
tinction between man and man. On all 
these grounds, I think it is unjust to 
include the Hindu joint family in this 
category.

I know the hon. Finance Minister has 
been pleased to say that a committee 
will be appointed. But I submit it is 
entirely wrong to postpone this com
mittee and go on taxing the people.
If you feel that it is unjust, that there 
is a case for the appointment of a com
mittee, why don't you appoint the com
mittee today, so that people may not be 
unnecessarily taxed? I do not un
derstand why this matter should be 
deferred and linked with the appoint-
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mcnt of a committee on income-tax. 
This was the reply which the British 
Finance Minister to give. A  Congress 
Finance Minister should have better. 
Be has got a Constitution to follow. 
B e is bound by article 14. If he feels 
that it requires scrutiny, it is for him 
to start the committee today and not 
Just penalise the people and tax them 
in this discriminatory manner.

I would, therefore, very humbly 
make this submission to the House. I 
am not asking for any concession what
soever. I only want that every Hindu 
in this land should be treated like his 
brother, Christian, Muslim and others. 
Why do you penalise the Hindus, Sikhs 
and the Jains? I do not understand it 
If it is a secular State, let them all 
be treated in the same way. This pre
tence of having a Hindu joint family 
is neither just nor plausible. What 
happens to the Hindu joint families in 
Bengal? Bengal is not bound by Mit- 
akshara. The law there is quite dif
ferent. Every person has got definite 
portions of property. You apply the 
same law to the Hindu undivided fami
lies in Bengal and other places. It is 
wholly unjust. The difficulty is that 
in your blind greed for money, you do 
not see the injustice of it. It is not as 
if you do not know; you do know, 
but you close your eyes like a cat,

Mr, Deputy-Speaker: Certainly, I 
am not to blame.

Pandit Thaknr Das Bhargava: It
has gone on for 80 years and the blama 
is not still less . . .

Mr. Deputy-Speaker: It should not 
be laid on me.

Pandit Thakur Das Bhargava: I am
not blaming you; you are one of the 
vioti|ns.

Mr. Deputy-Speaker: I only want
ed to attract the attention of the hon. 
Member towards myself.

Pandit Thaknr Das Bhargava: If
you were here with us, you would ad
vocate this cause more forcibly and 
more vigorously than I personally can. 
I am a humble instrument to express

the real inequity of this discri
minatory taxation. I would v*ry 
humbly request the hon. Finaao* 
Minister, through you, to rise to the 
occasion and do justice to thes® 
aggrieved people, who have been 
prejudiced during the last 80 years 
and do them justice.

15 hrs.

Shri S. Ghose: I have given tjf*
amendments, Nos. 160 and 161. I am 
only concerned with the process of 
realisation of the tax. If the tax is 
there there should be a process of re
alisation on the basis of this A ct The 
Finance Minister seems to be not very 
serious about this tax. He says, “I will 
not be sorry even if a pie is not realis
ed, but it will encourage saving.” I 
think that is too big an optimism to 
be shared. There are so many loop
holes and lacunae in this measure. But 
for the unwisdom of the framing of this 
measure I think the spirit of spending 
would not have found a temptation or 
opportunity. It is for this reason that 
1 suggest that the officer to be appoint
ed, namely, the Appellate Assistant 
Commissioner, should have some legal 
knowledge, because it is expected that 
a man will pay income-tax, it is also 
expected that he will be hauled up also 
for payment of wealth-tax and expen- 
diture-tax, and he will try to do away 
with this thing by the creation of a 
“one account book” . If one account 
book is produced before the officer and 
if the officer believes some portion of It 
and it becomes sacrosanct, afterwards 
it will be used for the purpose of the 
wealth-tax and the expenditure-tax 
also. As such, I submit that to detect 
what is within that account book some 
amount of legal knowledge is neces
sary. Some novice should not be plac
ed there. A person having legal know
ledge or legal training should be 
appointed as the officer, so that he 
might detect what is within this 
account book. Therefore I have sug
gested that the officer must have legal 
training or must be a lawyer of five 
years' standing. That is one thing.

Secondly, so far as the Expen diture- 
tax officer is concerned I have suggest-
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cd an amendment which seeks to add 
<me word. I have said that “Expen di- 
ture-tax officer” means the Income-tax 
Officer authorised exclusively to per
form the functions of an Expen diture- 
tax Officer under section 7. I want 
only to add the word “exclusively”, 
because if one officer is appointed for 
assessment of the income-tax as well 
as the assessment of the wealth-tax 
and the assessment of the expenditure- 
tax, I submit that he will be unable to 
perform all these duties. And the 
other question will come in, that *vhen 
one account book is produced that will 
be used in all the three cases, namely, 
for income-tax, wealth-tax and expen- 
diture-tax. Once the officer takes that 
into account and believes some portion 
of it and disbelieves some other por
tion, naturally the same thing will be 
used also for wealth-tax and expendi
ture-tax. But if the officer is appointed 
exclusively for assessment of expen
diture-tax, in that case he will be 
able to take a dispassionate view of the 
matter.

Mr. Deputy-Speaker: Why should 
it mean Income-tax officer in that '•ase? 
Then it would be an Expenditure-tax 
officer.

Shri S. Ghose: My submission is 
that an Incomc-tax officer should not 
be the Expenditure-tax officer also. He 
should exclusively perform the duties 
of Expenditure-tax officer. He might 
be of the grade of an Income-tax offi
cer, but he must be discharging the 
duty exclusively of the Expenditure- 
tax officer. Otherwise, if he is to 
discharge all the three duties, namely, 
the duty of the Income-tax officer, that 
of the Wealth-tax officer and that of 
the Expenditure-tax officer, then he 
will not be in a position to take a dis
passionate view. Once the account 
book is shown to him as Incomc-tax 
officer and he believes some portion of 
it and disbelieves some other portion, 
he will again take that into considera
tion as Wealth-tax officer or as Expen
diture-tax officer. It is for this reason 
I say that the duties should be separat
ed and he should exclusively discharge 
the duties of an Expenditure-tax offi
cer so that he will be in a position to

take a dispassionate view. I h m  
therefore submitted an amendment to 
insert the word “exclusively”  here and 
that is inoffensive. So far as the BUI 
is concerned it does hot take away the 
spirit of the Bill; rather it will help 
the process of realisation if the Finance 
Minister really means business. That 
is all my submission.

Shri B. R. Bhagat: Mr. Deputy- 
Speaker, I confess that I cannot 
convince the hon. Member who 
spoke on this Hindu undivided family, 
because this is a larger issue and 
actually what he wants is that the 
Hindu undivided family should not be 
brought within the purview of this ex
penditure-tax. He wants it to be 
treated separately; that means there 
should be a discrimination in favour of 
it. And that is why incidentally by 
his amendment he wants that all co
parceners and other members of the 
Hindu undivided family entitled to 
maintenance should not be brought un
der this definition. Actually what he 
wants is a complete exemption to the 
Hindu undivided family. As I have 
said, I cannot agree to that because 
one of the objects of the Bill is 10 
check wasteful and extravagant expen
diture from whatever quarter it may 
come, whether it will be an individual, 
society or Hindu undivided family or 
firm or company. So if we give this 
exemption I think it will be a discrimi
nation. I do not know, I cannot join 
issue with him . • .

Pandit Thakur Das Bhargava: If we
look to clause 3, firm or company is not 
included here,

Shri B. R. Bhagat: I am sorry;
not linn or company, but Hindu t un
divided family and the individuaL 
What I say is that according to us the 
Hindu undivided family is a great unit. 
If we exclude it, much of the expen
diture-tax will go and it will provide 
greater scope for evasion of the tax, 
and the Object of checking wasteful 
and extravagant expenditure will be 
defeated. So I am not in a position 
to accept his amendment.



tl6 l|  Sxpenditurt Tax Bill S SEPIWBXR 1957 Siepmditwe Tax Bill I l6 l*

A* regards the amendments of Mr. 
S- Ghose, the first one is that he wants 
that all the Assistant Appellate Com
missioners of Expenditure-tax should 
be knowledgeable persons of law 
having at least five years’ practice. 
At present all Assistant Appellate 
Commissioners are appointed by pro
motion of senior Income-tax Officers. 
They possess all the necessary know
ledge and qualifications required for 
functioning as appellate authority. 
So I do not think that any special 
purpose would be served by this. 
They have all the technical qualifi
cations to discharge their duties.

As regards the other amendment of 
inserting the word “exclusively”, I 
think it will create a big administra
tive problem, because then we will 
have to have a separate administration. 
At present it is integrated. There is 
an advantage of integrating this 
administration with the Income-tax 
administration and the Wealth-tax ad
ministration. It is of great advantage 
that the same person does it, because 
the tax pattern is an integrated struc
ture. So it is better that the same per
son does all the assessment. If the 
load of the work is enormous, well, we 
can think of bifurcating it. At present 
it is a new measure. Let us wait lor 
experience. So I am not in a position 
to accept any of these amendments.

Mr. Deputy-Speaker: If no amend
ment is being accepted I shall put all 
the amendments. Nos. 7, 168, 54, 68, 69, 
160 and 161 to vote. The question is:

Page 1, hne 28— 

omit “or mainly”.

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 1, line 28,—
after “child" insert “or parents, 

grand parents and widowed 
sister with no income of their 
own”

The motion was negatived.

Mr. Depnty-Spe&ker: The question-
is:

Page 2,— 
omit lines 1 to 5.

The motion was negatived.
Mr. Deputy-Speaker: The question

is:
Page 1, line 28,—

for “child” substitute "children” . 
The motion was negatived.

Mr. Pepaty-Speaker: The question
is:

Page 2, line 7,— 
omit “a”.

The motion was negatived.
Mr. Deputy-Speaker: The question >

is:
Page I, line 12,— 

add at the end—

“and who must be a person 
having knowledge of law or a 
practising lawyer of at least five 
years' standing”.

The motion uios negatived.
Mr. Deputy-Speaker: The question

is:
Page 2, lines 10 and 11,—

after “authorised” insert “exclu
sively” .
The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 2 stand part of the 
Bill”.

The motion toas adopted.
Clause 2 toas added to the Bill. 

Clause 3. (Charge of expenditure-tax)

Shri Pr sib tut Kar: I wish to more 
amendment 40.

Mr. Deputy~Spe*ker: That is out of 
order.
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Pandit Ttutkw Du B h irfin : I be*
to move other amendments:

(i) Page 2, line 85,— 
omit “or Hindu undivided family”

{Ji) Page 3, line 1,— 
add at the end;
“in the cue of &n individual 

and rupees one lac and eight 
thousand in the case of Hindu un
divided family"
(iii) Page 3, line 1,— 

add at the end:
“in the case of an individual 

and rupees seventy-two thousand 
in the case of Hindu undivided 
family”
Shri M. C. Jain: I wish to move 

amendment 169.
Mr. Deputy-Speaker: That is also 

out of order. Similarly, amendments 
8, 113 and 8 are also out of order.

Shri M. C. Jain: May I know the 
reason why my amendment is out of 
order.

Mr. Depaty-Speaker: The same
reason applies to all. It seeks to 
bring down the exemption limit. 
Therefore, tax would be increased and 
it would require the President’s re
commendation.
Amendments moved:

(i) Page 2, line 35—
omit “or Hindu undivided family”

(ii) Page 3, line 1—
add at the end:

“In the case of an individual 
and rupees one lac and eight 
thousand in the case of Hindu un
divided family"

(iii) Page 8, line 1— 
add at the end:

“in the case of an individual 
and rupees seventy-two thousand 
in the case of Hindu undivided 
family"
Pandit Thaknr Das Bhargava: My

amendment for exemption of the 
Hindu undivided family has not been

accepted by the hon. Minister, and 1 
can understand very well why be ta 
not in a position to accept 11 He may 
have been convinced by the argu
ments, by the reasons which he has 
been pleased to give us, namely that 
this will really reduce the amount of 
tax which he hopes to gather. This is 
a good ground so far as the Five Year 
Plan is concerned. It is because of 
this that I am myself supporting this 
measure. Otherwise, I would have 
opposed this measure tooth and nail.

Now I do not want to get the Hindu 
undivided family exempted on this 
score, but I beg of him to be kindly 
logical. If in income-tax he has put 
a limit of Rs. 6,000 on Hindu undivid
ed families and Rs. 3,000 on Indivi
duals, if in the wealth tax he has set 
Rs. 4 lakhs as the limit for the Hindu 
undivided family and Rs. 2 lakhs for 
the individual, may 4 ask him why, 
if he fixed the limit at Rs. 36,000 for 
indiviVuals, he cannot fix the limit at 
Rs. 72,000 for the Hindu undivided 
family?

I have given the history several 
times in this House. The Income-tax 
Investigation Commission itself went 
into this matter and said that in re
gard to families which consisted of 
more than three or four members, the 
limit was three times. As such, Rs. 
12,600 was the limit for taxing Hindu 
undivided families so far as income- 
tax is concerned. And previous to 
that, even in British times, for super 
tax it was Rs. 75,000 for Hindu un
divided family and Rs. 50,000 for in
dividuals. May I ask him why he ha? 
put this limit of Rs. 36,000 both for 
individuals and Hindu joint families? 
If there are ten persons in a family, 
the rule is the same as for one indivi
dual.

Similarly, so far as the provision 
for medical relief is concerned, the 
same amount of Rs. 5,000 is allowed 
for an individual as also to a Hindu 
undivided family though it may con
sist of 20 persons. Similarly, so far 
as foreign education etc., are con
cerned, there is the same limit They
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are not under clause 3. I am refer
ring to certain provisions which are 
under clauses 5 and 6, but they are 
of the same nature. I am referring 
to them here so that I may not give 
the House the trouble of listening to 
me again on this point. I am not 
going to move them if this amend
ment is not accepted, because the 
reason is the same. Therefore, I 
would beg of him not to care for 
money alone, but be logical in what 
he does. If he accepts the logic of 
my argument, then let him not accept 
Rs. 1,08,000 but at least Rs. 72,000 
as the taxation limit for the Hindu 
undivided family.

«rr (^ h m v -)
$*TTt 'T fo T  ST*?

sfrT11  t i t
?  I d'1<T>l 't'n'll tr? w far »

T fw f % ht*t jft sFrnr
^  T^T g ,  fTOJT ofTP

^  ^  TO ?TPT *T 'JSfTT £ far TOT
to o t  f  wz snft ^  i

5TTT ^  TO't %  I TO f

TÔ T f. far jWT*Y K̂ Frp- ^  f̂pr
tan̂ r nfr ’  tot « ^ ^ t-
sfr? vfiFft ^  *TOtwr to

to  srcf^ ^  f w r  t̂ftt £ ? 

fr=fr «ftkt fa
r :  ■(tft ^  s t r  9 ? ^  ^

£  i A  5T FR T fa ;

ifs r ^ T  art t o t  i  '■ 

s t ^  ^  t o t t  fa ;  t m

s r̂ror ? w  ^ frrfrrc *rt <£frr ^
% TOT TOT11! ^ ^  461 rTT T̂FT
^ ,o o o  ^  i. <f<Sl TOC 'iJ.ooo

toc | f % *rro rnfT ^
*  HT'T TO TOT ?  ? STPT W  TO?%

% fa; r 'Wvsft % Jrn
■R 'tft TO'J'T ? TT*T %
fny *X<?\ i •̂<.'0 qi*ft
*ftT SR TO a IT ap̂ rxrt ?r*rT 3f>

f y ^ R r v r s r i s v ? r n ] [  f t w T * n n f  

W5RT qt»rr t o t  p n t  farf̂ r 
*nY K
^ T ^ T T ^  f T T O T ^  f l ? f  V H f 5 '1 l '? r » *

' f A ^ n  %  ttht t ? t  #  *

j w  m,
^  5fFT 'f fT R ^  5 ^  r «r* T 2  

I  fT> Tft qr >ft TOt WT ?rraT 
^  ? ! ?rm f??; iH fW tfirr

^  thrt-
'fftRT k> ^rft ̂ sfr «i?r
flRTOqcTTWrT ftFr^rtR T̂Tff̂ ttTT 
| i  f^ c  ^
jpht̂ Y = f̂r ?rr̂  t  fsw % ? r t%  £ 
t o  f? w ? r  qr vr?r
t  * rfn W R  *ruwT H m  wrft f  
T f ^  ^  ^rnr*ft ? t  ^ t |  ^  i f f

qx t o r  ft?TT i  i *  st^ti 
? T ^ m  ^  t%  t n f  f ? ? j  x r v r f e w i^ f r r

? t ^ T ? T a r

% ?rmfr t̂rr srâ  *R*n 
? T f ^  s f i r  s ft  w n r  s t ^ :

?T7T W t  ^ 7 T

*TTT IT^ f  f«fi V t

P̂T Vl=(Pil+'il 5 ^ <■ W
r«i<ii41 ?TnT eft S^5 TO IrTWW 

j t ?  ^  t  ^ n q  f r ? ^  *  <  i « r r r

fT jf t 'l f  ^  ?T̂ F6T I  %ftT 4 K  ^  TOT^t 

>Pt^mT wk i  i t^tot 
tt^  it f^ > r   ̂ t w

# t̂tt % fr^tH k ?*rr f, 
o t t  M W r  i f  t t t t  w  f r s f r ^  k  t w t  

i  , JTfTT T T  x p r j  V T q  ? n  eft JT? !T t f  5 #

^  3 t h  i ^  ^ r  h t  s f r f s r v

t  f3RT % ^ T  ?TPT WT W  Vt 
ifFm ^ trsrflT f, m  3 <srmT 
l̂g t̂i i 'trrsr wrr srtrt

?jtt![ iw k?nn (fr^n :^?tiT ?^5T ^r 
| i w  ?̂ r tnRmfar t w  ^ 
'srtht to ^rrftnr
11 h «trtt t o t  g ftr to qr wtr
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5F1T ^ 1*3̂ 1 *i
5i 5TOT ilttl '*1̂ 1 ^5^
h t» JT̂T *ft wrr w  farfanr
^  ^  i

Shri Nathwani (Sorath): I wanted
to say a few words about the proviso, 
but before I do so I feel that the de
mand made by Pandit Thakur Das 
Bhargava is justified, and if even at 
this late stage something can be done 
to accommodate his point of view, 
I shall feel happy.

At the earlier stage it was argued 
that this proviso was unnecessary, but 
we have passed that stage. In my 
opinion there are good reasons at least 
m the initial stage why we should 
have a proviso like this. The proviso 
contains a certain principle, namely 
that the liability to pay expenditure 
tax should be determined with refe
rence to a man’s income, but I want 
to say something about the change 
that the Select Committee, has made 
in this proviso. No Member has re
ferred to all the implications of 
the change made by the Select Com
mittee.

I am gffld the hon. Minister of Law 
lx present and he will give his atten
tion to the point I wish to make. This 
is not mcre'v a new Act but one of 
a novel kind and in course of time, 
we are l.kelv to revise the provisions 
of this in the light of experience 
gained. The proviso, as it stands now, 
nays that a person who-e income from 
all .sources exreeds Rs. 36,000 is liable 
to pay expenditme tax In the origi
nal proviso, the reference was to the 
total income under the Income tax 
Act. All hon. Members have assum
ed that the present change has wid
ened the scope of this proviso. I wish 
it were so, but it is not necessarily 
so. It is now said that income from 
all sources would include items of 
income which were excluded under 
the Income tax Act They refer to 
agricultural income, to casual income

of a non-recurring nature and so Ora. 
I do admit that in this respect the 
scope of the proviso in enlarged, but it 
is not one way only. Certain items of 
receipts which were included under 
the Income tax Act will now be ex
cluded from this proviso, as it stands. 
I want to know whether “income from 
all sources” would include capital gains 
I want to know whether income would 
include income from property trans
ferred by a person in favour of his 
wife or minor children. That, accor
ding to me, would not be covered by 
this. Further to have a net income of 
Rs 36,000 a person should have a total 
unearned income of Rs. 72,000 and not 
Rs. 60,000 under the Income tax Act.

There is one more thing Whereas
there was c e r t a i n l y  under the original 
proviso of calculating the total income 
under the Income-tax Act, an element 
of uncertainty is now introduced. We 
do not know what the exact connota
tion of the word ‘income’ is ‘Income’ 
is a term of wide and vague connota
tion So far a ‘he Income 1̂ x Act 
js cum ernod, income includes several 
receipts which would not otherwise 
be included by its ordinary natural 
mccUiiriii It also defines total income, 
and total income is to be computed 
in the manner prescribed by that Act.

Here under this legislation, we have 
not pot any definition of ‘income’ or 
how it has to bo computed. There
fore, in the working of this proviso, 
there would be more difficulty. 
Whereas under the Income tax Act 
we would have the convenience of 
finding out what the total income is, 
the question is now left to be deter
mined by judicial interpretation, 
whether income would include capi
tal gains or not. If we had adopted 
the criterion of total income under 
the Income tax Act and if we had 
said that so far as this proviso was
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concerned, total income would in
clude agricultural income, would also 
include casual income and perhaps 
would not cover or include develop
ment rebate, our purpose would have 
been served, and by that we would 
reduce the administrative burden 
which we are putting on the adminis
trative machinery.

This is all I have to say as regards 
this proviso. I do not know what the 
reaction of the Deputy Minister is, 
but in future it any occasion arises, 
this aspect ol the matter may well be 
looked after.

Wt Sfo : <H'in fs'-iil

gTT tpt vhtrfrvsr srtfar qfer st̂ t

fan? fe n  | i w  f^nrf^r ^ t  
if?! =41 ̂ dT | fa  r̂ T  ^  rT ^ r^ T  
Z W  f a l  'PT ^TFSTR"

% frm sfftf ^  ^  »r£
f̂ RT %  ̂K *T vl'iT iiTT I
f^fr vt 5 ^  IT̂ i 7A »T̂ rT % 

irf i  
'TK'ii aFt§ STTcT

o i f*T»rpT % qr ‘TXT
( in̂ liviau ll )

*TT fsPT *Tt 3^ ooo  ^ Trrpff
t , w. t ft t  £
WKPT ■MSn'T'T TT s?,,o.'o f  o 5)fr f’Tfrp? 
spfr ^ ?T? A *TWMT f  ^  5T?ft*T 

f., XU ^  f a  ^ ¥ T '

tt S, WlJ Tii'w *t ^
5frar eft TOTT *ft,
f w  ir r̂t w r^fr wrrrr̂ ' ?  ^  ^t

fH<-'rfr+i *T oTRT *JT I 'jfoT 
T̂T cTT̂ T̂

«rr fwqrT *Ff sprct *fr, rftr
*5 fW m  fr *ii \ *nrc n̂ r wKTfr
j individual J ^0,000 ?o

JpTJcTT t  « R R
JT̂ t 'TT3t ^  3 o.ooo

*o ^ ■T̂ t FV̂ TT ?ft

t  ^ r w  5*TTOft 

% f»F r  A  < r r ^  v t  ? s t r t  %  « w n r  

S,FV«RT3r q^r.tm rbr^vn ^ r%
W*?T jI^T [̂4T f f t  ^ o , o * o

uo wf ?5tt5̂ t ?fr n f far*?
% T̂TT 'dti % 37TT ZKT ^hTT, 

l̂ *F WP̂ FT T t  ^0,000
v t  ^arr^RT ? t  n i  %, ^  %

f^TT  ̂ ^ , o o o  ^ o ,  ^ , » o «

f -  I 3 ft  ftJTTOT

ft> T̂UR> % f̂ TPT if ^
S l « s W  ^?T -s ^ n  r < m q a  ^l"«fl

’WTf^tr, ^  f m  H ir t^ ?  |  1

< n = r m  t f r t  ^ t ^ f f

T T  ^ < (H i  f e r r  f*F f ^ T  ^  « ( « I

W ^ f q ^ K  ^  W - < R  ^ c f v l

% T̂P7 I Wfspf H < *H M
«PT ^ T cT T  ^<TT ;arT^TT j  1 ^TRt ^RTSf

St I m  ^ i w f t  f w t r w  ^  

qw rra   ̂ ifrr ^  nf, % f% *Frf 
tr^RTF-r eft ■3H

ITMtd faprr TRT t  I T̂T ?T̂
f k ^  J p T ^ t  H V H 1* ^  ^TFT

?T?T ^T7 ^TpT  m  f jp  »T

% n̂ rT5r-T Tn̂ t-s ? 11 f̂ rg-
<ai< iH q- ? t  irr «r?r? 4 « < n - 1 ,  ^  ^ « r

^ t stttt ^ft ^  ^ t  iH-jjtifH fir^nT i 

q? ^FT frm^T JT7 % pTOr
qpT m̂ jnT̂ T I f, i ftPT ^
3TSFT ?  TfT T t  Tiff 5TT^ %
H , o o o  Ko cTT̂  ^ t  ^  SlfqFT fk ^ ;

«rr^K % zt h h < apt x,oo °
^ft S^rr^TT ^  l TTT Wn ^ T  ^PT

tj5>T^f %  P w  ? r f t  S  i w  f ? r i

if 5fr̂ TT =̂ TpT f  ?TPf ’Frt^H frrf^X
v t  f m i  h , j f t  It  tif>i f%

w < t m  q?r H ifr ^  i ^ t

ifrr̂ y  t, m  nwfn*-i<.
t w  f ^ r  ^  « w w  %  m u

v ft  f w r o  ^r ^  11 %rr
?!T?^P I ,  ^ ^  IT?Trft ^ fflT  f v  ^  O, ' » «  *
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[«ft *T° ^‘o ^5f]

% H ,'8'  ^  f t  *rcr |
w p t  Jr w j
vtth 'far fv  inft' ^  srrav «ttetr
^ V^Ti ft* W  VT^T *PT 5 ^

»m  t, Siftî r wrcr |,
*faET #  ft^fr TT «T1*T j£t *T%,

p A w  *H| $  ftr  3f t  snf^rsrr 

«*T 3^4 *̂P*T S w  WTft ^R1 % S w  
wiftn ^ 1 % ^m ftv
;sft <JTW %o,ooo IJT ^5% TZTRT T*TRTT 
<TT, 31? W  Êt f̂ TF ĥT) *f XTRfT *TT, 

IfftvT W  tl^^i V%A ^ 
far fc« i ^ if ^5 ftn w  f^r 

^ , c 44 mvTPrr^nfsv 
r̂*Pf \ *n*f

* r  ftrcr f t  t rm v ft  ^0,000  ^o 

|r ^ r  t t  t w  n̂rarr ^rc t w  
?T*raT t ,  ^ m r*  w r  ^ i * p r  * tft 

&& % f t ? #  h, g *?  '[ssr «tt, sfr «T7
V t  tT?TT ^ ‘ ll ft? SI^T  ̂° f^ K  

^o ^ f t r t  fnrrtTT ^tr qr ?v,ooo 
f llt fH I  tm  m  3TRTT I  I 5R f  

% Ttft ^ , 0 0 0  ^o mr 3TT?rr 11 t̂tsc 
^0,000 if *r ^y,o~oo f a ^ n  
^ , 0 0 0  ^  ^ I farr tt̂ T
yrmm ft> v M  *  w  fo r  *1
**?ft vrr fen  t. ^  ^  ?»

tc w  **r ^tt <rr, 
« P C  ? X . *TT ^ S T T T  V i r ^fH-LT) * R  ^ T H T, 

^ T t <5ft>' * iH d l I a i^ « (

t  ftf ’•n^' |, <ftr
?rr̂  w  j w  vr ^ th i ^

^ ft? w  >pr ^  <rar ? m  i
^  f*R T^n ^i^ni j  ft> mm 
^  sTtn^rr mw g?rr w  ^ r  % 
in fh c f ^  T o )  #, ^ W T ^ R t v t1 ?n ? i 

r̂ ft? w  ^  T O  §, l'«W f̂t<TT
t w  % 5PI# %■ %rWH t w  m fta#  
v t  ^  ^ w ^ q iT id ? t am tn 

H jftnr jii^h i in r  f^rr

K’n  ?o fs r c  ?d*ff qr tz t w  m  w rc 
^it %  ^r # PRfr ̂  «fr#t *3?r T̂ Trfr 
?t anrr, ft̂ fr fHWr mfwc % f a v *$  
tW’ ^  «nr̂  ?ft tt n?r?nr 
*nfr ^ ftr ? t t r  f  1 ^
V̂ TT MT̂5TT g f*P 1̂% Ml<5*̂ fitr 
3ft ftr % V ^ t  JW ̂  TfT |, f?rt 
r̂v̂ fhF ^ r  $ i  1 ift m *  ftr?f\

% CTTTT?r ^)r ^ J :̂ m *  ^
gSTT *T V I^  5TRf T^STFT qt^ft 

STTRT ¥)■ I ftiT T̂TT  ̂ *TT \s fTTT 
q^S T  (assessees) ^ Y q T

^ ^ Q  «fl*i f̂t ?t ?ft ̂
TT3[ ^  T̂T̂ TT, ^

*(in ^ I ^  f^ir ■jI^I VTRT *1?
^  ^P*?r ^fr ar^T T̂?!T f  I

Shri Kamalnayan Baja] (Wardha): I 
want to make a few observations.

Mr. Deputy-Speaker: I have to call 
up the hon. Minister. If one hon. 
Member has spoken and if that is to 
be replied, then that would be end
less.

Shri B. R. Bhagat: Mr. Deputy-
Speaker, actually the proviso to
clause 3 defines what is called in
legal parlance, the extent of taxable 
territory. It has nothing to do with 
the Hindu undivided family as such. 
And to say that because Rs. 30,000 
operates both for an individual as well 
as a Hindu undivided family, there
fore, there is no ligic because in the 
income-tax we have given some con
cession to the Hindu undivided family. 
We do not follow the same logic here. 
This particular clause was discussed 
very thoroughly and actually there are 
two points of view.

One view is that the whole proviso 
should be dropped and the other point 
of view 19 that the taxable limit, the- 
limit from which the tax should ope
rate should not be Rs. 36,000 but it
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ibould be Rs. 24,000 or even leas. 
After a good deal of dicussion, the 
Select Committee arrived at a happy 
compromise and I think there is 
wisdom in it and the House will 
accept it.

But the point 1 want to answer 
specifically is this because a charge 
has been laid at the door of Govern
ment that they have not been logical 
in keeping the same limit both for 
individual >as well as the Hindu un
divided family. I give an example 
how if we accept the amendment of 
the hon. Member it should be either 
Us. 72,000 or Rs. 108,000 for a Hindu 
undivided family without any refer
ence to the size of the coparcenary. 
What would happen? An indi
vidual with a wife and child will pay 
tax if he spends more than Rs. 36,000. 
But a Hindu undivided family—a 
family with a karta and his wife and 
a child will not pay any tax on spend
ing more than Rs. 36,000 if the limit 
is Rs. 72,000 or Rs. 108,000. Actually, 
it will work in a very unscientific 
manner.

This clause must be read with 
clause 6 where we have provided the 
basic allowance of Rs. 30,000 and 
Rs. 3,000 for vtry additional copar
cener up to Rs. 60,000 for every Hindu 
undivided family. We have made it 
more scientific and I think logic is 
with us and not with the amendments 
o f  the hon. Member who has moved 
that the allowance should be 
Rs. 72,000.

Shri Nathwani: The example giv
en by the hon. Minister is not appro
priate. If there are only two persons, 
only a man and his wife, they do not 
constitute a Hindu joint family own
ing joint property. The man is the 
sole owner.

Shri B. R. Bharat: 1 accept that;
but it was only as an example to 
prove that it would work to the de
triment of the individual assessee.

As regards that legal point, the 
definition of income in the Income-tax 
Act or elsewhere, all these matters 
I am not in a position to the join issue 
with my hon. friend because 1 am not 
.a lawyer. But, as a layman 1 can

only say that certainly, the definition 
extends to include all non-recurring 
or casual incomes, even from agricul
tural sources; that is true. But I do 
not see the point how it will become 
difficult to operate this law in the 
matter of determining income. Nor
mally, income is very clear. I do not 
think there is any difficulty about it  
About the legal cannotation of the 
term, I am not in a position to say 
anything.

Shri Nathwani: I was referring to 
the point that has been sought to be 
made namely that the present pro
viso has enlarged the scope or it would 
increase the number of assessees. I 
did not say that it would be so neces
sarily.

Mr. Deputy-Speaker: There is no
dispute.

Pandit Thakur Das Bhargava: I
may be permitted to put a Question. 
My friend put a question to the hon. 
Deputy Minister. In the Income-tax 
Act such income from properties 
which have been donated by a person 
to his wife and minor children are 
included lor the purposes of the Act. 
My friend put a question whether 
such income will be income for the 
purposes of this Act also. He has not 
replied to tkat.

Shri B. B. Bhagat: The law speaks 
for itself. Certainly, transfers or 
other payments to wife and children 
are taken care of by other sections. 
The law speaks for itself

Mr. Deputy-Speaker: 1 am now
putting amendments Nos. 55 to 57.

The question is:
Page 2, line 35—

omit "or Hindu undivided family".
The motion was negatived.
Mr. Depnty-Speaker: The ques

tion is:
Page 8, line 1—

add at the end:

"in the case of an individual
and rupees one lmc and eight
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[Mr. Deputy Speaker]
thousand in the case af  Hindu 
undivided family” .
The motion was negatived.
Mr. Deputy-Speaker: The question 

is:
Page 3, line 1—

add at the end—
“in the case of an individual 

and rupees seventy-two thousand 
in the case of Hindu undivided 
family’'.

The motion was negatived.
TheMr. Deputy-Speaker: 

tion is:
ques-

That clause 3 stand part of the Bill. 
The motion was adopted.

Clause 3 was added to the Bill. 
Clause 4 — (Amount to be included in 

taxable expenditure)
Mr. Deputy-Speaker: Now, we take 

up clause 4. What are the amend
ments?

Shri Prabhat Kar: Sir, I want to
move amendment No. 41

Shri Tangamanl: Sir, I want to
move amendment No. 114.

Shri Balasaheb Patti: Sir, I want to 
move amendments Nos 103 ^nd 104. 

Pandit Thakur Das Bhargava: I
desire to move amendments Nos. 58, 
59, 70 and 71.

Shri Siddiah: Sir, I want to move 
135 and 136

Mr. Deputy-Spenker: 135 is the
same as 41.

Shri M. C. Jain: I want to move
No. 170.

Mr. Deputy-Speaker: It is the same 
as 41 and 135.

Shri Prabhat Kar: I beg to move:
Page 3, lines 14 and 15,—

omit “to the extent to which the 
•mount of all such expenditure in 
the aggregate exceed* Rs. 5,000 In 
any year” .

Shri Tangamaai: I beg to move: 
Page 3, lines 22 to 24,—

omit “incurred by any other 
person for or on behalf of the 
assessee by way of customary 
hospitality or”.
Shri Balasaheb Patti:

move:
I beg to*

( i )  P age 3, lin e 20,—

omit “for the removal of doubts”.
(ii) Page 3, line 24,—

omit “or which is of a trivial or 
inconsequential nature” .

Pandit Thakur Das Bhargava:
beg to move:
(i) Page 3, line 15—

add at the end—
“in the case of an individual and 

three times this amount in the 
case of Hindu undivided family” .

(ii) Page 3, line 15— 
add at the end—

“in the case of an individual 
and ten thousand in the case of 
Hindu undivided family” .

(iii) Page 3, line 10—
omit “whether directly or indirect

ly".
(iv) Page 3, line 19—

omit “whether directly or indirect- 
ly"-

Shri Siddiah: I beg to move:
Page 3, line 24—

add at the end:
"subject to maximum of rupees 

two thousand only."

Mr. Deputy-Speaker: All these
amendments are before the House.

Shri Prabhat Kar: Sir, when a tax 
is levied it is with the expectation that
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the revenue will Increase. It is sur
prising to know that the Finance Min
ister replied in the first reading—I am 
sorry, in the opening speech he deli
vered—that-. There will be no in
come; yet, I shall be satisfied because 
the restrictions that we want to im
pose on expenditure will be there. I 
would only point out that if this Bill 
does not yield any revenue that will 
mean excessive dodging to pay the ex
penditure tax.

It was pointed out that the Bill as 
it emerged from the Select Committee 
has whittled down the income. At 
certain stages, the concession is such 
that it sounds illogical. I am, at this 
stage only referring to clause 4. 
It is amazing how this clause appears 
in this Bill which has come from the 
Select Committee and how we are 
asked to pass it. If you read the 
clause you will find that expenditure 
which will be incurred by another 
person on behalf of the assessee, 
which expenditure the assessee would 
have otherwise made to the tune of 
Rs, 5.000 would be granted exempt 
tion.

For instance, clause 4(i) reads:
“Any expenditure incurred, 

whether directly or indirectly by 
any person other than the assessee 
m respect 0/  any obligation or 
personal requirement of the asses- 
see or any of his dependents 
which, but for the expenditure 
having been incurred by that 
other person, would have been 
incurred by the assessee, to the 
cxWnt to which the amount of all 
su”h expenditure m the aggregate 
exceeds Rs. 5,000 in any year;"
Now if the assessee would have 

spent that amount it would be tax
able. If somebody else spent for him, 
there is exemption up to Rs. 5,000. I 
do not understand the logic of this 
particular clause that if a particular 
expenditure would be within the pur
view of the expenditure tax and 
would be liable to tax if it is spent 
by the assessee himself, that parti
cular expenditure to the tune of 
Rs. 5,000 would get rebate if it is

spent by somebody else.
Now it is not an ordinary type -at 

expenditure. It has been said that 
but for the expenditure having been 
incurred by the other person it would 
have been incurred by the assessee. 
It a personal expenditure. It is an 
obligatory expenditure. It would 
have been spent by the assessee. But 
if it is spent by somebody else, the 
assessee will get the relief to the tune 
of Rs. 5,000. It is a clause which 
openly allows the assessee to get a re
lief on Rs. 5,000 by asking somebody 
to spend for him the amount which 
he otherwise would have spent. It is 
a benami transaction, but benomi 
transactions have been given recogni
tion, legal recognition under this 
measure. I do not know exactly how 
this type of clause can be passed.

When we are today asking for an 
expenditure tax, wt; definitely want to 
define which are the expenditure* 
which will be taxed. If one you de
fine the expenditure which will be 
taxed; I do not under
stand how simply because somebody 
else instead of the assessee spends 
that amount we can grant relief. 1 
would request the Finance Minister 
and through you the hon. Members 
of this House not to allow thi;i parti
cular clause to pass as it is. It Is 
clearly granting the assessee freedom 
to dodge, not to pay the tax to the 
tune of Rs. 5,000 at expenditure, be- 
cause it will always be possible to 
find somebody who will be spending 
that Rs. 5,000 for the assessee in rea
per t of, those matters which otherwise 
would have been spent by the assessee 
himself.

It is to prevent this that I have 
iii.n <■-.] my amendment. When the Bill 
wa= first presented to the House the 
clause stood “up to the amount which 
would hnve been incurred by the 
assessee". This particular provision 
has been incorporated by the Select 
Committee, and is now before the 
House. I would request the hon. the 
Finance Minister to agree to my 
amendment because the exemption 
that has been granted has got in logic. 
Not only that. I would say this is 
openly allowing a benamic transaction.
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Pandit Thakur Das Bhargava: Sir, I 
have heard the speech of Shri Mool 
Chand and the hon. Minister, in re
gard to the taxable limit of the Hindu 
undivided family is concerned. I very 
explicitly gave examples of the tax
able limit of income-tax and wealth 
tax, not about allowances or deduc
tions. About that we know that sec
tion 14 of the Income-tax Act 
been there and my hon. friend would 
be well-advised in referring to that 
section.

I have said many a time in this 
House, and I repeat it today: take
away all your concessions; I do not 
want any concessions; these conces
sions are illusory; they are deceptive; 
they are not of any use whatever to 
the undivided Hindu family. In so far 
as this Bill is concerned, I am sorry to 
hear from my hon. friend Shri Mool 
Chandji that they have granted con
cessions in regard to marriages. You 
have granted concessions so far as the 
right of spending is concerned. If 
they have granted concessions they 
have granted concessions by prejudic
ing the rights of the whole nation. 
If you grant a concession to somebody 
It is always at the expense of the 
community. If they have done so 
they have committed a great wrong 
and I beg of them to withdraw these 
concessions.

May I, however, ask them: is a
member of an undivided Hindu family 
a human being or sub-human being? 
If any human being is entitled to 
medical relief, is not every member 
of the Hindu undivided family en
titled to it. When you give it to an 
individual, why not to the family? 
Why should they allow only Rs. 8,000 
to the entire family, which may cons
ist of twenty persons, while they 
allow Rs. 8,000 for education, etc? 
I do not see the logic of it. I would 
beg of the hon. Deputy Finance Min
ister to revise his notions of logic. 
There is no logic in it., so far as tha 
taxable limit is concerned. So far aft 
allowances are concerned they stand 
on a different footing. They stand on 
file same footing as section 14.

Then may I ask them: when they 
have granted concession, so far as elec
toral right is concerned, so far as right

of marriage is concerned, why don’t 
they give this right which they so 
boastingly say they have granted to 
every member of the undivided Hindu 
family. Why don’t you give the same 
so far as sub-clauses (g) and (f) of 
clause 4 is concerned. Let them be 
logical at least here. But they ara 
cot logical at alL

I would beg of them to consider how 
this will work. My hon. friend has 
raised an objection and has moved 
for the deletion of sub-clause (I) of 
clause 4. May I give an example of 
clause 4(1). The example may not 
be apposite, but it is covered by a 
case of this nature. Supposing a per
son wants to pay the decree against 
his brother or other relations. There 
is a decree of Rs. 6,000 against a per
son and that man goes and pays the 
money in a court on behalf of the 
assessee. In a case of this nature the 
assessee will be liable if the money 
is more than Rs. 4,000; upto Rs. 5,000 
he will not be liable. Similarly per
haps the whole House knows, some of 
the old members must know, that one 
of the greatest patriots ot India, Shn 
C R Das used to pay the decretal 
amounts of many persons, their debts 
without their knowing them. When 
they came to execution court they 
found that somebody else had paid 
the amount for them. He used to 
pay a large amount on scholarships 
and used to help people. Many peo
ple do not know who has paid the 
money. Supposing there is a person 
like this, what will happen. Only to 
the extent of Rs. 5,000 he would be 
able to give help to his people. Sup
posing there is a rich man, even if he 
has sons and daughters and he wants 
to spend money on the marriage of 
three of his relations—Rs, 5,000 each— 
even those persons will come under 
this. If it is less than a total of 
Rs. 5,000 they will only be benefited 
to the extent of Rs. 5,000, and if it is 
more than Rs. 5,000 they all will have 
to pay and the philanthropy of that 
person will not benefit them.

Shri Prabhat Kar: I think Pandit
Thakur Das Bhargava has somewhat 
misunderstood this particular section.
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Pandit Thakur Das Bhargava: That 
i s  toy reading. I will readily own ray 
mistake if I have misunderstood. I 
will certainly correct myself and I 
would be grateful to the hon. Mem
ber if he will kindly explain to me 
what it means. I have not been able 
to understand in any other way. First 
o f all there must be an assesses and 
then there is some other person. The 
other person in incurring the expen
diture for which the assessee was to 
be ultimately liable In that case the 
assessee can only be indemnified to 
the extent of four thousand and not 
more I understand this is the section. 
I have tried my best to understand it.

Mr. Deputy-Speaker: In the case
of a marriage if relations spend some 
amount, was it necessary for the as
sessee also to spend that money?

Pandit Thakur Das Bhargava; The
question is of personal obligation or 
personal requirement. Somebody else 
must do it.

Mr, Deputy-Speaker: The assessee
does not spend on his marriage or his 
son's marriage and it is spent by his 
brother. It was not necessary that he 
must spend that money.

Pandit Thakur Das Bhargava: What 
will be the meaning of “directly or 
indirectly”. I asked this very ques
tion to the hon. Minister when the 
Bill was under discussion.

Mr. Deputy-Speaker: The assessee
must have been satisfied with spend
ing only Rs. 10,000 and not an addi
tional Rs. 5,000 which has been spent 
by the other person.

Pandtt Thakur Das Bhargava: The 
assessee spends Rs. 10,000, more than 
Rs. 5,000 and it would have been said 
that he should have been content with 
that amount. Supposing the assessee 
spends nothing and his brother only 
spends the entire amount.........

Mr. Deputy-Speaker: Then, was it 
necessary to spend this Rs. 5,000 also?

Pandit Thakur Das Bhargava: It is 
ft question of fact, what amount he 
-would have spent; otherwise thia

would be meaningless again. Sup
posing the maternal uncle of a bride 
or bridegroom brings a present to the 
extent of Rs. 6,000—it is not unsual 
among this class of people for whom 
the tax is intended to bring such pre
sents—he will be liable. After all, 
what does it refer to, if it does not 
refer to cases of that nature. It does 
not refer to cases where a stranger 
spends money for the assessee and the 
assessee will only be liable if there 
was a personal obligation or require
ment. What is the meaning of “obli
gation” and "personal requirement” ? 
They are not defined here.

Mr. Deputy-Speaker: The first il
lustration about payment of decree 
amount was all right, but so far as
marriage is concerned, it is not so.

Shri Prabhat Kar: Decree is exem
pted.

Pandit Thakur Das Bhargava: A
person may choose to be a recalcitrant 
and prefer to go to jail. Even that 
would not apply if it is a case of per
sonal requirement. The whole section 
is so involved that it carries really no 
specific meaning. We cannot find out 
the meaning after reading the whole 
thing.

What I am submitting is, if under 
one section Shri M. C. Jain and the 
hon Minister were so kind to the 
Hindu undivided family as to able to 
provide for their marriages Rs. 5,000 
each as also allow for election expens~ 
es, why are they so hard upon them 
when the question is about this pay
ment of decree amount or something 
like that. If you say Rs. 5,000, logi
cally, if there are 10 men it would be 
Rs. 50,000. I was content with 
Rs 15,000. We have seen that Rs. 12, 
600 was the limit. Therefore, as a 
measure of restraint I would like that 
every person should be treated in 
India as an individual, and without 
any special rights or special liabilities.

First of all they have to justify why 
they impose special liabilities. In
stead of doing that they take shelter
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[Pandit Thakur Das Bhargava]
in two provisions. In clause 5 they 
have given what they call concessions. 
They have not been fair there. Sup
posing they are fair in one or two 
things they want everybody to con
gratulate them upon it. I should 
think that they should arrange mat
ters in such a way that everybody in 
India is treated according to the pro
visions of article 14 of the Constitu
tion.

3ft, aF̂ T fa  qfe TKT-SZ
irr ^  f ’ft w r
f t  eft T O  STlfeft ^
z r f ?  ^ - r  M i  ^ r n r  ? f t

^  zpttrf  1 $  w r s m r  
^ n ^ T T  j j  f* ir  s n f o f t  w r r ^ # ^ r ^ T  
f w *  ^  trrsrfr
f ,  qr ^  T f t  11 ^ t t  w. fWnr
^ f t  |  eft II?  <£t O ^ w f r  ?
fa ^  ŵ npt *r ?  1 r«*.*n ^

?TlpFt f  eft sftT STT̂ t ^Trft ^ I
ET̂r faRRT sm^mFT v?, -ir <r<
| ^  ft *T*TST *TTelT v!
farcfat fa  ijrrat fa q  m  fo r  =rr?
?fft *TTeft I %TTR ^  T O  TFl n  *W T
;rft w i  « ft ?thrtt srrc o^rrr ?tt 
;<rqTT ?rrij in  *rrt srtr ^  k fft 
STFT ^ fa  ■5TT TT tFR' f,T5T S'W 
«1<IMI I 'd flt'T  »iPm  •TfTT 7, f a

fa rR T  TTTTt WT r̂tr-FfTPT £ ?*faT rr^
ft  *nra err t  Ŝ rrr rift ’ f t s  *r<r. it i 
9*nT *j?pp3 5ft ?  fa
fs^rsrt ^  faTT * ft w t  fnnwr ^t 
Tft ^ 'HT'J ^  -JlMrT ^ fa OT̂ T Jtll4t 
V T O  STT* *̂ =T f  fa  ?ft,

I *FT\ ^  STKt £  fiR T ? r * v t  
* t  ir r  ' je l 'l l  <>m*i 1 fa ^ ft  <1 ^

t  ? «PTT ^  'Tift ?  W e ll  tftT  
■JTrf v i R f  V T O T  ^  e f t  <TTT v t l t f l

*rc frnr*r ^  xrM  ^
^ t  ^ fa?r f t  s r ff  f  1 irftr w rr

t̂i ei *pt ^tw <,<30 ^ ^  0
?r*m *r sr^er f t  *r?T?ft fr^ t 1
*I5<. VRT 5ft »T 'H'l <.<?i t̂3T + fl,

^  ^ fe rr  1 ?^ft
S T R  H ift  'd?t^,<ul f<J<4 9(T
tl'tiel 5 • H ^  ^fiTiT >l^t WTeTT f a  

irf? «Ftf ^TTT ^TWt ^  far* W *  
eft ift  5ftm V W t ^  3 ?R  TT I

5T®5 I w r  ^ eit ^ > 
W*T 7WT ^TR’TT fa  ^  STnrf̂ T—
iR R  <n irr ?Tft *rtr irf?
q f t « r r e f t ^ t i t H T ^ ? r f t i ^ t  
♦im« H W,. <HI»1 t^TT f  I ^  iT̂ T 

^Tft ^Tf^rr 1 W T  ? i w t  ^

?ft f t  ^  ^ f a  fsTTT fbrr^rn:
^  1

f{o  -=T̂  (^T?T) qH'ftAf
f ^ t  FTfaT TTT r̂, SFTTof v ,
?«., ^  Vn&M ? TC q  ^

fa m  k  1 ? » fa t  ? r n €  % f ^ r  ^

WTl p n  g I fft ^  ?tFT
# fen  % 1
My amendment is No 170 which 

says:
Page 3, lines 14 and 15,—

omit "to the extent to which the 
amount of all such expenditure in the 
aggregate exceeds Rs 5,000 in any 
year”.

Mr. Deputy-Speaker: He can sup
port amendment No. 41; otherwise it 
is the same as number 41 and it can
not be moved twice.

Shri M. C. Jain: I am supporting
amendment No. 10 or 41. So many 
Members have given such amend
ments. Of course, I need not repeat 
the arguments advanced by my learn
ed friends. My complaint is that If 
these words stand in the clause as they
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stand now, then it will increase eva
sion of this taxed. A loophole has 
been provided in the sub-clause. These 
words did not exist in the original 
Bill before it was sent to the Select 
Committee. Again, Hindu joint family 
has been introduced in this clause. My 
first reaction is this. Had this con
cession not been given to anybody then 
this argument of Hindu undivided 
family could not have been introduced 
here. My first request to the Finance 
Minister is, let him withdraw this 
concession. This is a concession given 
to individuals as well as to Hindu 
undivided families, but the extent of 
the concession, 1 must concede, is the 
same to the individual as well as to 
the Hindu undivided family. My 
learned friend Pandit Thakur Das 
Bhargava, of course, wants that if the 
concession has to be given, it must be 
greater to the Hindu undivided fami
ly. My point is this. The concession 
should not be given at all, neither to 
the individual nor to the Hindu un
divided family. If it is given, it will 
increase the evasion of tax and the 
argument has been advanced that the 
late C. K. Das, one of the greatest 
sons of India, used to pay the debt of 
ccrtain persons whom he did not 
know. If there is any such person 
now, and if he can pay the di'bts of 
certain others, let him pay as much 
money to the Government exchequer 
as well. Why should one grudge if he 
is so benevolent as to pay the debt of 
others. Let him pay as much money 
to the exchequer also.
1G hrs.

Then it is said that if somebody 
spends some money on the marriage 
Df the '-Ughter or the son, possibly 
that of a daughter of another asies- 
see, he will be taxed if this clause 
stands. I say, those customs of spend
ing so much money on marriages 
have to be tabooed and those customs 
have to be stopped. If this tax is in 
some way responsible for curtailing 
those customs, I welcome the Bill 
even on that score only.

Of course, it is very difficult to get 
the Finance Minister agree to accept 
mome amencbrients but I will urge

upon him that so far as this amend
ment is concerned, the deletion o f' 
these words “to the extent to which 
the amount of all such expenditure in 
the aggregate exceeds Rs. 5,000 in any 
year" is necessary. If it is done the- 
objection of Pandit Thakur Das Bhar
gava will also be met, because he has 
a reasonable complaint to make: 
that when you give a concession to an 
individual, the extent of the conces
sion to the Hindu undivided family 
must be greater. But, if the conces
sion to the individual is withdrawn, 
that complaint will also fall, and' 
everybody will be happy. Therefore,
I request the Finance Minister to de
lete these words.

^mzniT W R V  , STP3T
3ft 5 ^  ^ t*t

STTcT ?TPR WPT *T ^  HT# *n£
$ i f  Si BPmrr t w

q f r * n :
V iN< I ¥5T JPTTT 7T TfTT

*ft sfcr  |  i
? m r t  jftfir ^  #

fjpij «F Z3TS 5|T

£  fqtT CTT
=̂ n?T

f ,  5F R  l^f:
^  f̂ TTT apff *  ^ t -

f w t  v t  m  arrat
<ft 3  ^gtT £

an# 3ft fap tftr-tftr
sr=R-*TcT>T ZW>Z --T* f, I

r jfrf5=r ^  q m  KHTfr

i f o m  fwrrr 
f w  ?ft ^  TrRTrr f, f r  snr^ft

v t  *r^ ?r
f? F j q f ^ r r  v t  wr* 

«TT?T *FT ST3R  Kft W T T
Pp w jm  q f w c  «ft sit fo s & r  
| * u t  #  mwt w  t ? r  i
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[sft ^JTT3i]

firzr '̂TT w r f f  %ffr  trnw «̂^>i jYht 
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1 1
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( \  •
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WT?T f T  i j t f  W F T  f ^ R T  |  I # f ^ T  
^PRT W^t Mid *T? V t  ^ fai T t

Tf?7TT7 T T  f a « * <  
j i h h  ^r, v l  <. m ^ r  T  W T ^  

# M t, q f w r  v t^ m fe T  ^ n  trtnw  
•vt ^renr Jr̂ TT?n w t % m
MY |  *u H^t, «ftr ^  * z *
^TT f€TW*T t, f̂t f% 5TT̂  XX TT

< nn ^  iff< ! f l«i ^r *w t  I ,

W¥ Vtf ! f M  5f f̂ T|ft $,
ifir  wfwrr ^  ^ m t ?ft» ̂ tt ^ 1
^ t  ^*T ftWRT 5*TTT ^ «Yt
*rfe vr ftnpRr
f t  T H T , ?ft T r t Y  T R T t  V T  f ^ T  M t
f t  a n w  1 < m  y K i ^ r  f»r*r ,
*rftw st̂ t  imhr, fn- to
JfTT ft̂ RŴ T «i«iaj ?J<T̂  irfif
1TFT Vtf T̂T
^ w f r  f ^ f q f w r  v ftrv
*nft ’ tt̂ ’ f ,  #fv^r «mr wrr i^r
wrf̂ FT ^t fft Hrfif szff̂ T
r ^  VT T>l*1 VT, Ŷ

^̂ rfffq'-r |rt̂  '̂rf^r» ir  ̂ irjp 
srfr^ enr ^ 1

% tt^ ^ tm r  ^ ig<ui zr$
f^TT# % =̂n? ^rt mt^hi  ̂
fTO fR f t o  f  1
«r wrttspT # ^  f^nr «rt f̂ rrr «rr, 
fiSRT̂ t ^51^# ^f^Tfr^rfSTTf^ srY^ 

m»i ^ ^ ^ ^ T ,  ^t
V T ^s^H  R qm^Ytf^rq- 

ftRT ■’iif^^, r»i«'!> li^STT
n tfepRH ?>, #f^r 

*rfr T tf # $ f ^ w - v t t  t^r azrfipr 
TTCfTT̂ apT, eft anft̂ T T̂ TI7 *FT
<t 3fPT \ JPR fap^t ^T «lf^R t ^
fRVT̂ T T O  «TTT Tt ^T t̂r
f̂ TTT *fK f^HT ŴTRT %  TOR 
JRR T % f*rrt 'TRT ^  fV
ftn  «Yt ^ tp «rr? arMt̂ r ̂  f̂ rrr x ^ fjf 
f^ i^ T , ^  'i*i5 »l *T»(JI *T*3TT f i F  STPT J J f  
W ^T *̂T ITRVt
■̂*1$ »1̂ I I VT îft Tt S|<[̂

^t an w ^ t  ĥ r  trreMY
f*r?r t t  ,̂̂ n f ?fY w  % w t
Ha<.i4 |[t tTVtTT ^ I W  ^TVt
* i f  wnr ^nrorf Jrf, ?rt
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fR F trnTT iftr wro
3  ^  •FT wt i
I*ft <TT$ TTfT V #  TOT *FT,
*ft ■*rr̂ TT 3RH
m  T t̂ & f*TTTT aft P̂TM 
ffT ft r̂f«RT $, ^  mr^[ fa*iT*T 
TfT ^ I f?p£ 'TfTTR *f VT*

di'T'i ^ f*F qfc *FTf f^HT ^OT
£r, *it *  5?rt fw^TT ^f, ?fr
■ d l^ l T l V n "  fr>Ml '3TTETT ' J ' i W  
stph: #  vt TRfr t  i
f% or̂ T ?TCTrt »WjKM m
H o i'll 5®^ H H F  * R T  ^  f T  tR 7T T  p̂) v T 8 V t  
vt *fte ^  fir 3vvt srnft vt 5175ft ^ i 
wn? v?nm  ^ i fr *  *n*wra sp tto t

f̂ CITX, f̂*PT xJl^i 5 ^
v s  *  *rsr $ss *prr-
&tPT ^BRT MTfpT̂  I 4Hfl «T̂ 5T ^RVt

faofa *r?rr t  f r  ?*R *t^r 
M f«K vt w t t  | zrr ?rft i qft *tf 
f^m  ^rm s, <ft ^TTft 
snvtr** v(\ jfr^ft i

Shri Tangamanl (Madurai): My
amendment is No 14, with reference 
to the Explanation of this clause. The 
hon. Member, Shri Prabhat Kar, has 
pointed out how this clause seeks to 
give protection and exemption to those 
assessees through a third party. 
The example of payment of a decree 
amount by a third party like the great 
C. R. Das is not a thing which is com
mon today, but normally, what we 
find is, if a decree amount is paid, it 
is paid by a person on behalf of the 
assessee, because the person who paid 
the decree is responsible to the asset- 
tee. The one that was referred to is a 
very extraordinary and exceptional 
case.

Here, in the Explanation, we find 
that:

“Tor the removal of doubts it 
it hereby declared that nothing

contained in this section shall be 
deemed to require the inclusion in 
the expenditure of the assessee of 
any expenditure incurred by any 
other person for or on behalf of 
the assessee by way of customary 
hospitality or which is of a trivial 
or inconsequential nature.”

I want that portion dealing with cus
tomary hospitality and the proceeding 
line should be deleted. Having given 
a carte blanche that he is allowed to- 
spend at least Rs. 5,000, this phrase 
“customary hospitality" is used, which 
is a very wide phrase. It is very 
difficult to find out and assess how 
much money a man is going to spend 
on customary hospitality. It is more 
or less in addition to the exemptions 
given under clauses 5 and 6. An ex
tra exemption is given under clhuse 4  
This is not going to affect the middle- 
class people or the ordinary people. 
My submission is this Bill seeks only 
to bring under its purview people 
whose net income is Rs. 36,000 and 
whose expenditure is Rs. 30,000.

As I have said, exemptions have 
been given under clauses 5 and ft. 
Under clause 6, every conceivable ex
penditure, even the expenditure on 
criminal and civil proceedings, is in
cluded. I submit that this amend
ment may be accepted, because as it is 
clause 6 goes against the fundamentals 
of the Bill itself.

Shri B. R. Bhagat: By his amend
ment No. 41, Shri Prabhat Kar want* 
that the following should be omitted:

“to the extent to which the 
amount of all such expenditure in 
the aggregate exceeds Rs. 5,000 in 
any year'’.
Mr. Deputy-Speaker: It seeks to-

restore the old clause.
Shri B. R. Bhagat: It is apparent

that the Select Committee, in its wis
dom decided to have such a limit. This 
is mainly for any expenditure which 
is incurred by a third party for tb* 
benefit of the assessee or his depend
ants. The committee felt that if no> 
limitations were placed on the expen
diture incurred by third parties to be-
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included here, a good deal of harass
ment might be caused for no purpose 
to assessees. But for the amendment, 
any comparatively small item of ex
penditure incurred by a third party 
would be included in the taxable ex
penditure of the assessee, even though 
sometimes it may happen that he 
might not know of it or he might not 
keep any account of it. What we 
-want to provide is that he should keep 
accounts only if such expenditure is 
of a recurring nature and likely to 
exceed Rs. 5,000; then he can keep 
•an account of such expenditure. This 
is mainly with a view to minimise the 
harassment. I think the revenue con
sideration is not much. He said that 
in any taxation measure, revenue con
sideration is very important. 1 do not 
understand it. He said that the Fin
ance Minister would reduce the re
venue. I do not think the revenue 
consideration is of any substantial 
nature in this.

Coming again to the amendment of 
Pandit Thakur Das Bhargava, 1 do 
not know how to deal with it, because 
he has always raised the question of 
Hindu joint family. I can only assure 
him with all the emphasis at my com
mand that the Government has no 
such intention of disrupting the Hindu 
joint family, as the hon. Member Mr. 
Bajaj said.

So far as sentiments are concerned,
I am with them, because I myself 
come from.........

Pand.U Thakur Das Bhargava: Why 
was the Hindu Code Bill brought here 
which provided for the dissolution of 
the entire Hindu joint family?

Mr. Deputy-Speaker: The hon. De
puty Minister say that that is not the 
intention of his Bill.

Shri B. B. Bhagat: Also, I do not 
believe that the Hindu joint family 
will be broken up by any tax mea
sure; if it has the inherent strength, it 
can with-stand the stress and strains 
■of socio-economic factors.

Mr. Deputy-Speaker: In any tax
measure, there is bound to be opposi
tion; there is no wonder about it.

Shri B. B. Bh&g&t: I am answering 
a point that this measure will disrupt 
the Hindu joint family. I said, so far 
as the sentiments are concerned, I am 
with them. But my only point is, 
whatever disruption takes places, it is 
because of the socio-economic condi
tions or the impact of industrialisation 
or other reasons. If the Hindu joint 
family has to be protected, it has to 
adjust itself to the new conditions of 
time. 1 only want to make point that 
it was never the intention of the 
House, I think, or of the Select Com
mittee or of the Government to bring 
out a measure in order to disrupt the 
Hindu undivided family. Nothing of 
the kind. The scheme was thought of 
that any expenditure by an individual 
person up to a limit of Rs. 5,000 3hould 
be ox^mpt, only in order to minimise 
harassment. So the question of rais
ing it in the case of the Hindu undi
vided family to ton or fifteen thous
and rupees does not arise, because this 
will take rare only of a small expen
diture. Already I think the five 
thousand rupees limit is a liberal one, 
and to increase it to ten or fifteen 
thousand rupees will not be a very 
reasonable thing.

As regards the point about the Ex
planation with regard to any custo
mary expenditure, there again the 
intention of this clause 4 is to exempt 
expenditure of a trivial nature and of 
a customary nature by some other 
persons, and this doubt has been made 
clear in the Explanation. If somebody 
gives a dinner or lunch or any other 
thing or spends something over fri
ends or in our peculiar social condi
tions—we are famous for our hospi
tality—if the amount is of an incon
sequential or customary nature, we 
just want through the Explanation to 
make it clear that no harassment 
would be caused by such expenditure 
or by keeping an account of such ex
penditure. So all these amendments 
are not acceptable.
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Mr. Deputy-Speaker: Then 1 shall
put them to vote.

Shri Prabhat Kar: Amendment
No. 41 may be put separately,

Mr. Deputy-Speaker: Very well. I 
shall now put amendment No. 41.

The question is:

Page 3, lines 14 and 15,—
omit ‘ ‘to the extent to which the 

amount of all such expenditure in the 
aggregrate exceeds Rs. 5,000 in any 
.year” .

Lok Sabha divided: Ayes 32, Noes
160*.

The motion was negatived.

16.19 hrs.

[Mu S p e a k e r  m the Chatr ]
f

Mr. Speaker: Now I put the other
amendments to the House. The 
question is:

Page 3, lines 22 to 24—

omit "incurred by any other per
son for or on behalf at the assessee by 
way of customary hospitality or” .

The motion was negatived

Mr. Speaker: The question is:

Page 3, lrne 20—

omit “for the removal of doubts” .

The motion was negatived

Mr. Speaker: The question is:

Page 3, line 24—

omit "or which is of a trivial or 
inconsequential nature”.

The motion was negatived.

Page 3, line 15—
odd at the end:

“in the case of an individual
and three times this amount in 
the case of Hindu undivided 
family” .
The motion was negatived.
Mr. Speaker: The question is:

Page 3, line 15— 
add at the end:

“in the case of an individual 
and ten thousand in the case of 
Hindu undivided family” .
The motion was negatived.
Mr. Speaker: The question is:

Page 3, line 10—
omit “whether directly or indirect

ly” .
The motion was negatived.
Mr. Speaker: The question is:

Page 3, line 19—
omit “whether directly or indirect

ly”
The motion was negatived.

Mr, Speaker: The question is:
Page 3, lino 24— 

add at the end:
“subject to a maximum of 

rupee two thousand only”.
The motion was negatived.

Mr. Speaker: The quesiion is.
“That clause 4 stand part of the 

Bill”.
The motion was adopted.
Clause 4 was added to the BUI. 

Clause 5.- (Exemption from Expandi- 
ture-tax in certain cases)

Mr. Speaker: The following amend
ments have been indicated by the 
Members to be moved:

Amendment Nos. 160, 94, 51, 140 
(same as 94), 166, (same as 94), 99,

•Names of members who had re- corded votes have not been included 
under the direction of the Speaker as the photograph copy of Division re
sult did not clearly show the names of all members.
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166 (same as 94), 95, 175,
(same as 95), 171 (same as 48),
172, 174, 3, 4, (same as 51), 5, 72, 73, 
74, 75, 138 (same as 48), 139, 22, 137,
173, 162, 163, (same as 48), 164, 165, 
42, 43, 44, 45, 46, 47, 48, 49, 50, 52, 
3J5, 116, 117, 105, 106, (same as 164), 
107. 108, 12, 14, 17, 18, 19, (same as 
165), 21, 23, and 24 (same as 174).

Shri Duappa (Bangalore): I beg 
to move:
Page 5, line 8— 

add at the end—
“except race horses” .

Shri Jaganatha Rao (Koraput): I 
beg to move:
Page 5—

for lines 9 and 10, substitute:
“ (m) any expenditure incurred 

by the assesses for any public 
purpose of a charitable or reli
gious nature:

Provided that this clause shall 
not apply fn the case of any ex
penditure incurred outside India 
for any such purpose unless the 
Board having regard to the cir
cumstances relating thereto, 
otherwise directa;"
Shri M. H. Rahman (Amroha): I

beg to move:
Page 5, line 10—

omit “in India” .
ShrimaU Ha Falchoudhuri (Naba- 

dwip): I beg to move:
Page 6—

after line 27, add:
“ (s) any expenditure incurred 

by the assessee for or by way of 
salaries, allowances and/or pen
sions to servants, staff or other 
persons in his/her employment 
or who have retired from service."
Shri M. C. Jain: I beg to move:

(i) Page 4—
omit lines 14 to 17.

(ii) Page 6— 
omit lines 20 to 27.
Shri Mohammad Tahir (Kishan- 

ganj): I beg to move:
(i) Page 5, line 8— 

add at the end—
“for the purpose of agriculture” .

(ii) Page 5, line 10— 
add at the end—

“including the expenditure on 
pilgrimage” .
Pandit Thakur Das Bhargava: I

beg to move:
(i) Page 3, lines 30 and 31— 

omit “wholly and exclusively".
(ii) Page 3, line 33—

add at the end—
“to the extent it is incurred for 

these purposes” .
(in) Page 3, line 35—

for “wholly and necessarily” sub
stitute—“to the extent it is necea-
bary” .
(iv) Page 4, lines 1 and 2—

for “wholly and necessarily” sub- 
stttute—“to the extent it is nesessiry".
(v) Page 4, line 16—

after ‘ India” insert “books,”
Shri M. D. Mathur (Nagaur): I

beg to move:
Pages 5 and 6—

omit lines 31 to 35 and 1 to 19 res
pectively.

Shri Siddiah (Mysore—Reserved— 
Sch. Castes): I beg to move:
Page 4“

for lines 7 to 10, substitute:
“ (e) any expenditure incurred 

by the assessee in connection with 
the repair and maintenance of 
any immovable property belong
ing to him.”
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Page 4—
after line 29, insert:

“ (jj) any expenditure reasona
bly incurred to reimburse the 
loss or damage resulting from 
Are, flood, earthquake and other 
natural calamities.”
Shri S. Ghose: I beg to move:

<i) Page 4—
omit lines 7 to 10.

<ii) Page 4—
omit lines 27 to 29.

(iii) Page 5—
orrtit lines 7 and 8.
Shri Prabhat Kar: I beg to move:

li) Page 3, line 29—
omit “revenue”

(ii) Page 3. lines 32 and 33—
omit “or for the purpose of earn
ing income from any other source”

<iii) Page 3—
omit lines 34 to 37.

<iv) Page 4, lines 8 and 9—
omit ‘‘acquisition of any immova
ble property or in the construc
tion” .

(v) Page 4, line 9,—
for “maintenance or improve
ment” .substitute—

“or maintenance” .
<vi) Page 4, line 10—

add at the end:

“subject to a maximum of 
Rs. 20.000” .

(vii) Page 4, lines 12 and 13—-

omit “or in bullion, precious stones 
or jewellery” -

<viii) Page 4—
after line 29, add:

etc. are of a lump amount of 
Rs. 25,000 or more.”

(ix) Page 5. line 8,— 
add at (he end:

“excluding race horses”
(x) Page 6—

omit lines 11 to 13.
Shri Tangamani: I beg to move:

U) Page 3, line 31— 
omit “business”

(u) Page 4, lines 7 and 8—

omit "in connection with the ac
quisition of any immovable pro
perty or".

(iii) Page 4,—
omit lines 18 to 21.
Shri Balasaheb Patll (Miraj): I

beg to move:
(i) Page 4. lines 24 and 25—

jor “not being interest on any 
loan or other borrowing” substi
tute "not being a loan or other 
borrowing, or an interest there
on”.

(n) Page 3, line 16—
after “source” insert “outside 
India” .

(m )  Page 6—

omit lines 9 to 19.
Sbri Narayanankutty Menon: 1 beg

to move.
(i) Page 3—

omit lines 29 to 33.
(ii) Page 4, lines 8 to 10—

omit "or in the construction, re
pair, maintenance or improvement 
of any immovable property be
longing to him".

(ui) Page 4, lines 16 and 17—
omit “or any work of art"
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(iv) Page 4, line 24,—
after “ interest on" insert “or rm • 
payment o f '

(v) Page 5—
after line 10, add:

“Provided that the assessee 
does not get any monetary relief 
or benefit from such expendi
ture.”

(vi) Pages 5 and 6,—*
omit lines 35 and 1 to 12 respec
tively.

Mr. Speaker: All these amend
ments are before the House.

Hon. Members will be very brief. I 
do not want to apply the guillotine.

Shri Dasappa: My amendment
relates to a fairly simple point. The 
idia is that the expenditure incurred 
by the assessee m the purchase or 
maintenance of livestock is sought to 
be exempted.

Mr. Speaker: His amendment was
received only today.

Shri Dasappa: You were very
generous to allow it.

Mr. Speaker: I came only just now. 
It is only in cases where Ministers 
accept the amendments that I waive 
notice. Otherwise, I do not want to 
allow the time of the House to be 
taken away.

Shri Dasappa: You have been able 
to supply me with a copy of the 
amendments marked ‘Member: List 
No. 15’. Not that I am trying to take 
anybody by surprise.

Mr. Speaker: Everything is typed
and sent. But what is the reaction 
of the hon. Minister?

Shri B. R. Bharat: We got it just
now. I do not think we can accept 
ft.

Shri Dasappa: It is a very old
point. It relates to exemption of 
race horses from the liability to pay

expenditure tax. Even in the case of 
the wealth tax, it has been stated 
very clearly that the Select Committee 
gave that exemption with a view to 
see that people could have some 
livestock, cattle, cows, sheep and so 
on. But I do not think the Select 
Committee was ever apprised of the 
fact that even race horses would not 
be deemed wealth of a person. So 
here likewise when a person chooses 
to buy race horses and maintains them, 
the argument that that expenditure 
should not be deemed to come within 
the mischief of expenditure tax is 
something I cannot understand. If 
any body does insist upon saying that 
it is sought to be exempted for pur
poses of horse breeding and so on, I 
must emphatically protest against any 
such idea.

Besides that, I may say that race 
horses which run races are never used 
for the stud farm, either the stallion 
or the mares. It is only when they 
leave the race course that they are 
sent to the stud farm. So the rairon 
detre given by the hon. Finance Min
ister the other day for encouraging 
horse breeding is not correct.

Therefore, I feel that this generic 
expression ‘livestock’ has been just 
used by oversight It was never 
meant to convey the idea that race 
horses should be exempt from this tax.

Shri Jajfanatha Rao: My amend
ment is No 94. The amendment is to 
sub-clause (m) of clause 5. As it 
stands, the sub-clause says that any 
expenditure incurred by the assessee 
for any public purpose of a charitable 
or religious nature in India, is exempt. 
My amendment seeks to widen the 
scope of this expenditure—that means, 
not necessarily incurred in India but 
elsewhere also. At the same time, 
power is given to the Central Board 
of Revenue to scrutinise and see whe
ther such expenditure could be allow
ed to be exempted.

My amendment thus reads:
“any expenditure incurred by

the assessee for any public pur*
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pose of charitable or religious 
nature:

Provided that this clause shall 
not apply in the case of any 
expenditure incurred outside India 
for any such purpose unless the 
Board having regard to the cir
cumstances relating thereto, other
wise directs” .
Sir, my amendment would bring 

within the operation of this clause 
Muslims who often go to Haj and 
incur expenditure. Such question 
would come within the purview of 
this sub-clause.

Power is also given to the Central 
Board of Revenue to scrutinise whe
ther such persons are bona fide pil
grims or not.

I commend my amendment to the 
House
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[English translation of the above 

speech]
Shri M. H. Rahman: Mr. Speaker,

Sir, my amendment is that words “ in 
India” should be omitted. It is sur
prising that while introducing this 
Bill in the House or while drafting it, 
this aspect was not considered by our 
Finance Minister that Muslims, Chris
tians and Sikhs living in India have 
to incur their expenses on charitable 
and religious purposes outside India. 
Muslims go to Mecca and Madina, 
Karbala-i-Mullah, Najaf Ashraf for 
pilgrimage, Christians go to Jerusalem 
and Sikhs go to Pakistan as their 
sacred shrines are there. These peo
ple have to spend something there for 
charitable and religious purposes. In 
these circumstances, if we retain the 
words “in India” in the Bill, this tax 
would apply to all such expenditure. 
I think that the Finance Minister him
self should have considered this mat
ter while framing the Bill and he 
should have devised a way whereby 
all such expenditure should have been 
exempted from this tax. But I regret 
to say that this was not done. I have 
gone through the whole BiU but I 
could not come across any provision 
under which such expenditure could 
be exempted. Therefore, if the words 
“in India" are deleted, all the expendi
ture which is incurred for charitable 
and religious purposes at sacred 
shrines outside India can be exempted. 
This was quite sufficient and a long 
speech was not required for explain
ing this point.

However, I have myself a little 
doubt about this matter. I realise that 
the omission of words ‘'in India" can 
present a situation where one can 
doubt whether the expenditure was for 
charitable and religious purposes or 
for something else. The provision may 
be misused for evasion of the tax. To 
safeguard against such a situation, I 
have also tabled another amendment, 
which is same as amendment No. 94 
moved by Shri Jaganatha Rao where
in, along with the omission of these 
words, it has been clearly stated that 
the Board, referred to m clause 2 of 
the Bill, should be empowered to give 
exemption to all such cases of expendi
ture incurred on charitable and reli
gious purposes. But one thing 
deserves particular attention. When 
power is given it can be used both 
ways, that is, exemption may be given 
or may not be given. As far as my 
second amendment is concerned, this 
thing deserved special attention and 
the Finance Minister should give an 
assurance in the House that he would 
clearly specify it in the rules which 
will be framed under this Act, that 
under sub clause (m) of this clause, 
expenditure incurred on charitable 
and religious purposes at sacred places 
of pilgrimage of Muslims, Christians 
and Sikhs, situated outside India, 
would be exempted from the tax. If 
such a provision is made in the rules, 
my second amendment would be of 
some use, otherwise by simply omit
ting the words “in India” our purpose 
will also be served We want that such 
a clarification should be made in this 
Act so that tomorrow a Member of the 
Board or the Finance Minister may not 
come and say that such a provision has 
not been made in the Act and there
fore exemption on expenditure incur
red at sacred places like Mecca etc., 
which are outside India, cannot be 
given. So I request that he should 
accept my amendment regarding the 
omission of words “in India’’. But if he 
thinks that he cannot accept this 
amendment and that some other com
plication would arise if it is accepted, 
then he should accept my second 
amendment with the assurance that it 
will b* clearly provided in the rules
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[Shri M. H. Rahman]
that the purpose of sub clause (m) is 
to give exemption to all such expendi
ture incurred on charitable and reli
gious purposes

Shri Shree Narayan Das (Darbhan- 
ga): Sir, I had given notice of amend
ment No. 166 which is same as amend
ment No. 04 moved by Shri Jaganatha 
Rao. As the hon. Member has just 
said by mentioning the words ‘‘in 
India" there may be some cases in 
which some expenditure may be in
curred on certain charitable purposes 
in other countries which may not be 
covered. The amendment will elimi
nate this difficulty.

The amendment is:
Page 5,—

for lines 9 and 10, substitute:—

“ (m) any expenditure incurred 
by the assessee for any public pur
pose of a charitable or religious 
nature:

Provided that this clause shall 
not apply in the case of any ex
penditure incurred outside India 
for any such purpose unless the 
Board, having regard to the cir
cumstances relating thereto, other
wise direct;"
If this amendment is accepted I think 

the difficulties put forward by the hon. 
Member just now will be altogether 
eliminated.

Shri Jaganatha Rao: Same as
amendment No. 94.

Shri Shree Narayan Das: But if the 
proviso that has been moved is not 
there, then all the expenditure of 
various kinds incurred in foreign 
countries will not come under the 
purview of this Act. Therefore this 
proviso is necessary.

Then I would like to say something 
with regard to certain exemptions. A 
large number of exemptions have been 
given. Some of the exemptions have 
been put in here by the Select Com
mittee. I think most of them are

new. They were not in the orlfcbuS 
Bill. Some of the exemptions sug
gested by me have been incorporated. 
But I would like to say something with 
regard to sub-clause (f) which says:

" (f )  any expenditure incurred 
by the assessee by way of invest
ment in****‘ deposits, loans,
shares, and securities, or In 
bullion, precious stones or jewel
lery”
I do not see why the expenditure 

incurred for the purchase of precious 
stones, bullion, jewellery, etc., should 
not be taxed In my opinion it Is un
necessary. We should not exempt 
precious stones or jewellery. We have 
exempted deposits, loans, shares and 
securities. This investment of money 
in precious stones and jewellery is an 
expenditure which should not really 
be exempted.

With regard to sub-clause (1)1 think 
the words "purchase or maintenance 
of livestock" should be removed al
together. What is the point in keeping 
this? There must be some limitation. 
A certain number of things should be 
exempted Live-stock kept by an 
assessee for the purpose of his own use 
or for his vechicles must be exempted. 
If an assessee spends money on the 
purchase of elephants which are meant 
for a show or as a hobby, I think that 
expenditure should be brought under 
the purview of this measure. The ele
phants do not serve any purpose ex
cept for show or as a hobby. I would, 
therefore, suggest to the hon. Finance 
Minister to consider the point that all 
livestock purchased or maintained 
should not be exempted. There must 
be some limitation put on it. My hon. 
friend has suggested about race horses. 
That is also a hobby. Lakhs of rupees 
would be spent by certain persons on 
that. That also would be exempted if 
this provision is there. Therefore, 
such exemptions should not be 
allowed.

With these words, Sir, I suggest that 
my amendment may be accepted by 
the House.
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Shrinxati 11a Palchoudhari: Sir, I
have moved my amendment No, 85 
which reads:

Page 6—
after line 27, add:

“ (s) any expenditure incurred 
by the assesses for or by way of 
salaries, allowances and/or pen
sions to servants, staff or other 
persons in his/her employment 
or who have retired from 
service.”
Sir, I moved this amendment be

cause I feel that, in whatever way the 
class of people to whom this tax ap
plies has been painted, this is one of 
the useful things that they do. I think 
it is only this income-group of peo
ple who give employment to quite a 
number of people. It is quite surprise 
ing to note how much of their ex
penditure consists of pensions given 
to their employees after they retire. 
If this expenditure comes within the 
purview of the tax, the first thing that 
they are likely to do is to stop giving 
pensions to their employees and thus 
keeping them in some sort of comfort 
after retirement. Very often although 
it is considered that their incomes are 
very high, actually they keep things, 
say, just on the edge of a sword, and 
they will do a little bit of balancing 
in order to bring it in line with the 
tax. First of all, human nature is 
likely to stop the pensions being given. 

That is why I have brought this 
amendment As it is, there is so much 
of unemployment and Government is 
not able to create employment. Where 
employment has been created, where 
retired people are being looked after, 
that facility should not be taken away.

With these words I commend my 
amendment to the House.

Shri Jhimjhunwala: Sir, am I
entitled to speak on the clause also or 
only on my amendment?

Mr. Speaker: All Members have 
spoken on both the clause and the 
amendments.

Shri Jhunjhunwala: There is only 
one amendment, No. 175, which is the 
same as the amendment moved by my

lady friend, Shrimati Ha Palchou- 
dhuri. It reads:

Page 6,—
after line 27 add: —
"(s) any expenditure incurred 

by the assessee for or by way of 
salaries, allowances and/or pen
sions to servants, staff or other 
persons in his employment or 
who have retired from his ser
vice.”

* f t  w n p r y i H T : * r « r e r

I q f a  ATT 

^
*  3 . T * ,  5ft f o  x m  $

I  5TTW «pfor
?fcT ^FT <^T flT'T
^ 1

|  fsp 3ft t f *
<1 vif ?r*rr ®rft w r t

j p r r f t  hiPhh) *r , *15
^ 5(1*1 flgd v i z  w,

t  f t  7 7  ^rrr

^ t  ^ P P t
f  \ HSM

V  * F 7  JT 3T
T W  W  5TT? ' I

-d'l <*,'),il ^ I HIh
cR^ W 'FTF3T T̂flf 

? fF ft  f f r  9 rft jpt; f ^ r r  w i ^ u ,  ?rt
<n<-d<r i t  f *r r c t
5̂ t  qr ^rr t o  ra'Tr ^  *r>r 
f e ^ F t i r  3 $  u t o t  t c  f i r w  f r t r
^ * i i 0  9 T V T T  *T*fV d^> 5^5 
1 1 fi^ r  #  A ^r^r#srr45rr*F^n 
ftp ^ t  1
m r t V T  ^  t :

Page 6, after line 27, add—
“ (s) any expenditure incurred 

by the assessee for or by way of 
saianes, allowances and/or pen-
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[sft fT?rr]
a ions to servants, staff or other
persons in his employment or who
have retired from his service.**

<RTF3T !<. V >̂h i *jwi ^
f*p  q r  ^  * c H m t  n *r r  |  q r m

qr, Jrfe 5 S5 f w  jju'mt
?rt t w  #  sits ^ 1̂ 11 i q ^

finT TT ^S[ TT ifhFT -nfl
f*P=TT I ^ * f f t t  w r  % fo  ^  *nr

TT̂ TRT t 3TEFTC
W T t f T f l f - R f t ,  ! P R

S ^ T R  5  IT5TT ? %  5TCT #  $ ^ 5 T « P f f  

Jf tfk  ^  W ! *T W T
f t  t fh c  s t̂ t t  t r t  s ft  ^  * tt#

n f  «RT?*T ? H T  < ^ T  T T  ^  f t ,
eft Iff *ft T^TT fP !T |  f% 
W?^??SR oS'f <3̂  *> <r1

m ^rrw r ;3T¥T 11
<i<^ ar^r ^*tt f% ^ tp" <sî <.
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“or in bullion, preciotu stos«e 
or jewellery.”

’RTT 5̂ TT UVyife ^  t  f*P ^
Y  9fTpT ? Y  #  ?IS ffap V t f a g  V X  f t

I
Mr, Speaker: His amendment is out 

vji order. His amendment in so far as 
it seeks to remove bullion, etc. seems 
to be out of order.

ST.' no V - i i  : n  $mvt eR^er^
v r f r ^ R H  *P=tT5r x  ^ t  H s h r t

it ^ <m *rr i

Mr. Speaker: Hon. Members will 
bear in mind that if an exemption is 
given, to that extent the tax is re
duced, because the taxable expendi
ture is reduced. If an exemption is 
removed, to that extent the tax is in
creased. Therefore, wherever by any 
amendment the incidence of the tax 
is increased, that requires the recom
mendation of the President.

Shri Narayanankutty Menon: Sir, I 
nave a genuine doubt about some of 
these amendments. . .

Mr. Speaker: I have noted the 
amendments which will have the effect 
of increasing the tax. Hon. Members 
need not take the trouble of placing 
those amendments before the House. 
The following amendments are out of 
order:

Nos. 12, 14, 45, 47, 49, 100, 116.
117, 137, 162, and 164.

All these have the effect of increasing 
the tax. * Therefore, without the re
commendation of the President they 
are out of order.

Shri Narayana»Jikutty Menon: In the
original Bill certain exemptions were 
given. Later on the Select Committee 
added certain exemptions. So, to that 
extent, amendments to the exemptions 
granted by the Select Committee after 
the Bill was originally introduced, will 
be valid.

Mr. Speaker: The exemptions grant
ed by the Select Committee ar« be
fore ua.
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Shri Narayanankotty Meaon: All
these amendments to the exemptions 
granted after the Bill was introduced, 
these amendments will be in order.

Mr. Speaker: With regard to the
amendments to whatever exemptions 
have been granted by the Select Com
mittee, I think they also require the 
President’s sanction. An exemption 
will reduce the tax; therefore it does 
not require any sanction of the Presi
dent. But if those exemptions are 
removed, the tax will be increased 
and therefore those amendments re
quire the President’s sanction

Shri Narayanankutty Menon: But
the provision was there in the original 
Bill . . .

Mr Speaker: Now we are having 
the Report of the Select Committee 
before us. The original Bill is super
seded by the Bill as it has been re
ported upon by the Select Committee.

Shri Sinhasan Singh (Gorakhpur). 
After the Bill was introduced in the 
House it was referred to the Select 
Committee after acceptance of the 
principle of the Bill. Certain provi
sions were added by the Select Com
mittee which reduced the taxation al
ready provided for in the Bill. If 
there are amendments to restore those 
very provisions which were there in 
the original Bill, the question is whe
ther those amendments would also re
quire the President’s sanction. They 
should not require the President’s 
sanction. It is not any new taxation, 
but we are trying by those amend
ments only to take out that measure 
of reduction recommended _ by the 
Select Committee and bring back the 
provisions as contained in the original 
Bill These are additions made by the 
Select Committee, they were not in the 
original Bill. If they are removed, 
then the original Bill stands as it is.

An Hon. Member: The Select Com
mittee is a miniature of the House.

Mr. Speaker: A Bill is introduced.
The Bill has not been passed. For its 
consideration itself, even for the consi
deration of a taxation measure the 
recommendation of the President is

necessary. The Bill was introduced 
by the Finance Minister. It was sent 
to the Select Committee. Now, we 
will take it that the Select Committee 
has modified it. The Finance Minister 
once again brings forward a motion. 
What is his proposal? That the Bill, 
as reported upon by the Select Com
mittee, be taken into consideration. 
That is the motion. Therefore, the 
motion is that the original Bill be 
taken into consideration, as reported 
by the Select Committee. Both mean 
the same thing. The Bill which he has 
proposed for the consideration of the 
House as reported by the Select Com
mittee contains certain provisions. 
And we want to do away with those 
provisions, the effect of which will be 
the restoration of the provisions in 
the original Bill. But so far as 
the Bill Is concerned, as it has 
been presented by the Select Com
mittee, that removal imposes an addi
tional taxation. If the Select Com
mittee Report is accepted, that 
taxation would not be there. Even 
for restoration of the original provi
sion I think it requires the recom
mendation of the President. But this 
is one of first impression. I will consi
der it. I shall allow discussion on 
these matters now

17 hrs

Palidit Thaknr Das Bhargava: Will 
you kindly look into the relevant 
article of the Constitution? You will 
find that no amendment which in
creases the tax can be put in the Bill 
without the recommendation of the 
President. The Bill when put before 
the House becomes the property of the 
House, but when it is referred to the 
Select Committee and certain propo
sals are made, then those proposals 
are subject to the consideration of 
this House, and therefore unless those 
are allowed to be discussed or taken 
away from or added to, my humble 
submission is that the intermediate 
part, that is whatever is done in the 
Select Committee, cannot be regarded 
as adding to the taxes, because that 
is not operative at all. It is only a 
proposal, and it will become law only
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if the House passes it. Therefore, la 
the intermediate stage there is nothin* 
which cannot be changed by this 
House. Whatever the Select Com
mittee does is not final. It becomes 
final only when the House passes it  
Therefore, the House may not be able 
to pass greaier taxes so far as the 
original Bill is concerned The pro
posals of the Select Committee do not 
become final and the House is seized 
of them and the House can certainly 
discuss the matter which the Select 
Committee has added.

Mr. Speaker; The analogy is the 
same. When a Bill is introduced, it 
does not become an Act. Even at that 
stage if it imposes taxation, it requires 
the recommendation of the President. 
The Bill was introduced originally. 
Subsequently in a modified form as 
reported by the Select Committee it is 
asked to be taken into consideration. 
So, in the analogy I do not find any 
difference, but it will cause a lot of 
inconvenience, I agree, if something 
is done by the Select Committee and 
we have to get the President’s recom
mendation for restoring it to its posi
tion in the original Bill. I agree it is 
not necessary because it will lead to a 
lot of inconvenience. You are not 
going behind the original proposals. 
So far as those items are concerned 
which were touched upon in the 
Select Committee and if we want to 
resume status quo, whatever might be 
their effect, I do not think that re
commendation is necessary.

irfy *o *  4 *  : yffar
STTgar, TR- 5, -̂rs} 5̂H ^

jrf^F t  *5T *TT*T ft  £ I t  #WT
y r  T%T «TT f a  aft

fim  «it, aft fa  %#>Rr *F##t #  %•
f n ’fT *T %T fa*TT W  <TT, 33T

v f w p t  x. aFT w  fa r
^  f̂t fa  fw v e  vfitr #
ft 5TT -HI-RH ’5TPTT t>  ?ft TrTT *Pt*TT 
fa  ̂ fapT *rr $fatrr fft
fSmrr fan  n*n t  <

f^r »TtT f  ^  ^ fa
3fr fa  vr̂ f t v r  t w  

fa*r v  fw r n  i ,  ®nrt virr f  fa
fa?r n ftzm raf w k  <ft
*rf $ fa  m  w t ^ t t  &

* T f * r c r  #  t f ’ r r
^f?tT i H
VfT v  tfw  fawn; g fa ^  ?ft 

T tftra ' * t  srre f a  ^  3  3 *r m
3  5UTCT frrrra# f a ^  
ftw fane ^  ^rr ^PT fa
fo r m  ?  *r£ £ fa w  fanr #

W far?r arm ^ fain
wt f o r m  3

fW T ? T , faTET ?m5 s p ft ?TV W T T  
^  fazTT TRTT t, A  nt I  fa W tfarm  

x 3  ^  jfarrsr farr *raT *rr fa
5ft ift * r f  «ft, tTT <.

w t  *rr, ^ t  f a w r c
T^T ^ mfiM ^ f t  *f , ^  fa  tTTO-

t m  % fatr 5t*ttt *rC
g^rrf n f t ^  ^-^rrsr ( ? )  ^
jt?  «nr :—

“No expenditure-tax shall be 
payable under this Act in respect 
of any such expenditure as is re
ferred to in the following clause* 
which has been incurred by the 
assessee................. "

HFft «TT
5FRTT *TT— qaRmfa^X W< 
h rn+ivrr m i «rr i «F#fr
# im % u? wYt f t r o  ^ fr t  i

“and such expenditure shall not 
be included in the taxable ex
penditure of an assessee.**

^ % fa  irt? wm
^ i JT ^  fa  ^  vrtrt  qr tT^- 
? fr^ r r̂rNrr,

i  ^  ^  f t  fwnsr 
fe n  nqT ^  W  iTT5 ^
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[sft ^T]
IK  * t  3 r t  f e n  w  |  ^ft far c g n  
«i«id «iJci ^ I

?\9 ?— *f?S § ftp *Th<H( HY<
^ yrft  y t  w  3  giTfifff  ?r fanrr a m  i 
fcHfcq # 4  w  wrr t o w  t^r t w  
fa*T It w u  =*WT f  I ^  eFP ^  fTT 
<11^* *  T9#5T $JTF 'T  *»t

arfr *rra t t  fo rr  * r t  ar? sm tft 
qft $t=*t Tft H^t iR cft & &T * t  f a r  *  
f r̂vrw fanT TfPiT ?  I iff̂ R Cr, flfjnrrV. >S ' o

tryrq rf 5T
*r$' iftT srn  ^ ^  v>rR, ffr ^
V t^  l'<i <,N *T ?ft, f̂*t>*i =J?*T i W
*f v t fa r  n  farm w r t
®ftr m * *rrt Q ^rqf^sn: ?rt ^rft ^ t f t t

I §  I ^  f*t>CIM H'*ll*ti ^ t  «tle1 J? I

<T5 H w f t  V^'stfd ?TRT ?-3^ 
'TT ’PTTWT f  I ^ rn r K (^\) A ^  f W R  
^t | fa  <PR 4 )^ W I?K  f^FTT^T 

aFR^r v t  s rrs^  in  ^  
^  srra v n t  «sr?f%, eft ^  ■vft snfcnT 
^rft ffrr ^if^tT 1 ^  ^Rrr̂ T ?Pt £, 
fâ T fTTo w I ’TR *Ft n^c^rra^
v t #  «rr ^ ?r fw  «rt n f  t ,  w tr ^
3T?r S far ^TTfr ^ T  ^ T V rfn ff *pt eTr^pt 
ijt, ^  »rfiflr *ft»r ^ n r *pt#  #, ?p r  gr^r 
^ m fT T T f STR^T fa^-tfr, fft JTTta
*ftnf T r g fw  ^m t t <T7R q T ^  ^?T- 
v r f w  spt 5Tf«q?T ^ t ^ R T T -?tw rf 
<t’<Tfl § , eft faiT ffltT g'ifl < 5pt
•Ft w w  #  f “r ^ r ? n -? T ^ r r |  ^ t  
ftefr t  I ^  5ft TTT 5T7̂  ^T 5rq^T
I  1 vrrasnr ^
*TgW VCTT I 5?T friy *T R ^  $T^5^7  ^t
^ f a  ^ r  ♦-ittRM <Ft T̂c*r t t  fe r r  srnr 1 
*T̂ ar ^ t MiN<;i tot »F7 sft

? #  Jptftw  ir^ | ,  ^  
•TĴT *i«ia  ̂ t

^ I 5̂ *T5Rr *PT <ŝ T, Tfafar^lT^f ^ 
"ifr, tnrfTBTTYfirY 4 to ft

v  m -*T #nrTR ̂  >ft, 5ft f r  ̂ w r
A' ?r? ̂ f, ^  t t  m vi f w  *rar 
t  1 q ? ft j r t j t   ̂  ̂ *r?
*ft 1 *n? ?rf ^  »rf
^ I ^  Vtf *1^5 ?T̂ t ^RTT far f̂t Vt(

9TW ît
qrc fa^T ^  ftrafe# r̂
faqpff r w^snr (confiision)
T^r wfr sp^Rt ^  *ri 5 1 r̂*r>
x d  ^  t̂fhp ?>t # c? 9x*rrar- 
3Rf  ̂?rff*r w s  jî 'fHT̂ ' T̂ rnr vr 
Tft foTTp f w  1 ĴTHT f̂ TT T̂?TT |, ^

f^Kvm ?im: *rr$  snft \ r̂fa  ̂
^   ̂ irm q’ft | f. i  <fp.d̂ rf£?r
f? ̂ HRT q- «frr !Jp7n ^ ^TK ff« ft 
jqr 5ft 3ft ^tt ^k t |  I, <̂rrr

V̂ T̂FT R̂ TT-ip'Tnr *FT ^— T
■o

^tt f̂tfe'T # | 1 fa® t farf 3nr
f=TT qT f?T ^5TR ^ f t  

eft r̂ar w  j ;
*ft far far̂T <1XS st>*-H*il •I'li'i «TT̂ «Jy?r(
« «R ?H  j w  «PTff t  I
$ ?t T̂eT T̂ft sf̂ TT f, 4m'<H 
 ̂'Ht 9TRT T>$) zrfa W fa*)5f w faĵ ft 

vmfa^t #  5T¥TfT t̂, eft A >STt 
s ^ i r f  ^  5^ k  fnr^r ^rpt ^ fair ^
TTt̂T vr T̂RT T̂T T̂̂HT f ,  f3RR 

T̂STT fa  ̂5ft*T ?PPH ^
t w  wTs | 1 ^ r  it|?t v  tm m ;
w f  —

“The position in relation to tax 
collections or revenue recove
ries may also be suffering from 
the same limitations. It is a mat
ter needing investigation if we 
cannot draw on more simplified 
methods I accept that the record 
of these with whom we have to 
deal is not so very creditable. J
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know that even some people at top 
levels in the world of trade, in
dustry and commerce, have been 
unable to resist this temptation."

wnr*
* T  M r  ;5TR, eft

W?f 'TfiT *PPTT t  ir f r ?  nTtrff «FT 

sfr T^RP^rnr^R | ^ r t  m n t 
^  v  cRhF v t  W T H  

$  I 3Tff JPT m r f F  ? , *?r
?fr fjfrqr T O  t  I *FST

vnr Tn̂ fY -n ' j w f w i  w
h "̂VA vnr

? m ,  ?ft A  sr^t ^ 1
a m  ?ft ?ffrft y t  4 f r ^
^  Tra | vftr. ^R t ^
| fr  5̂«r f^ r ?tpj; <n; 
IT ^ q fT ^ T  ? W  f^FT W  ?T3^  3  ^ T

3ft t .  wft sstr — aft
t r ^ S T ^ T  j p  H l M n  f* T T T T

ftrc ^ c f t  f ,  3fr *pm r t —
3  f w  W T  t ,  f w i T  q r w r  * T R T  

^  1 z h  * t  fnrW ; »r sftrrt *rt tr tt  t  
f*p (tt,
f i r f ^ r  jp t r t  t f f a :  m * r t  f i r f c r  ^ t r t  < t t  
2w  ? f t ?  f < r r  1 1 ^  ^ f q r f T f ^  ’T ^ r m  #  
w m r  % fw rfi w t s t  f w  qjtr*r 
wro ^  «rc
stn *pt * r^ fe  *r ^ r?r  ^ rrf
$  I *P5T JPTff f̂ FT ? ft ff 5  f¥tr ^  ^
w rfsr  |  * fir  # s ^ t p t  ^  ^  1 1

W f tiq  3F ^ T  g  f ¥ ^ T 5f r r f f v t 4 f k ^ T
bi^ fh r TT S1TH VTT gtr ^  qft
f f a H  £ fV « r  ( e v i l  h a b i t s )  'tt  

■aft ?t s r  w f T  ^rf^T, * t

m m  T&rt t  ft* ft^  ?r*? ** v1̂  
iF |^ = r  s>t w  *  f^n? <mr < r ^  

| { f m t r i ?ti$ ^ 1

# r̂rl f 3 i ^ ? wvt 
Kft gsft?r vtt t o  3  arTWTT sH  

^TT f% *  t w  ^  qr̂ rt
?<PT #  ftr̂ TR) t. t  > T̂TT
4  rrtW  # srht wr^rn-g
ftr aft 'T'hSM viM<i for p T̂R’sft
jp ?r^x ^ F t  n^arpft v t *  vrlw  
?t &f, ^tPft (jl»i ^ 1 , <t,i*l
^ Ht»T F̂T *T f̂ TWl TT ^til || %rtr yif^t 
fTTTU ^  w H til  P<Hl ^*FT {? 1

Sardar A. S. Salgitl (Janjgir): Sir, 
I want to.........

Mr. Speaker: Has the hon. Member 
moved any amendment?

Sardar A. S. Salgral: Is that a rule 
that unless an hon. Member haa 
moved a certain amendment, he can
not speak?

Mr. Speaker: 1 am trying to adopt 
such a rule. .

Sardar A. S. Saifal: If you are go
ing to adopt this rule.........

Mr. Speaker: Why is the hon. Mem
ber in such great haste? I will flrat 
of all give opportunities to all hon. 
Members who have tabled amend
ments and then come to Sardar Saigal. 
I can never ignore him, provided I 
have the time.

Shri B. R. Bhagat: Also let the hon. 
Members give the numbers of the 
amendments so that it would be easy 
to follow.

Shri Mohammed Tahir: Mr. Speaker, 
Sir, I will first deal with my amend
ment No. 3 in respect of 5(1). If tny 
amendment is accepted it will read aj 
follows:

"any expenditure incurred by 
the assessee in the purchase or 
maintenance of livestock for the 
purpose of agriculture."
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rShri Mohammed Tahir]
My amendment is to add the words, 

for the purpose of agriculture'. It is 
a very simple matter that this Bill has 
been introduced and we are passing 
it simply to bring more revenue to the 
State. If this clause as it stands is 
adopted, the result would be that any 
man can Invest any amount of money 
in respect of the purchase and main
tenance of livestock and there is no 
check on it. It would be very great 
loss to the State so far as the tax on 
expenditure is concerned. Therefore,
I want that a check should be intro
duced here. I mean that only livestock 
lor the purpose of agriculture should 
be exempted and no more and no 
further.

My next amendment is in respect of 
sub-clause (m). If the amendment is 
accepted, it will read:

“any expenditure incurred by 
the assessee for any public pur
pose of a charitable or religious 
nature including the expenditure 
on pilgrimage.”
I have omitted the words ‘in India* 

by my amendment No. 4 which is 
same as amendment No. 51 moved by 
Shri M. H. Rahman and added the 
words ‘including the expenses on 
pilgrimage.’ In this respect my task 
has become very easy, after we heard 
the speech of the hon. Finance Minist
er. In fact, he has accepted the 
amendment. My point is this. When 
the principle has been accepted that 
expenditure of a religious and chari
table nature is to be exempted, then, 
expenditure on pilgrimages outside 
India is also expenditure of a reli
gious nature. It has been accepted 
by the Finance Minister and by others 
that people of our country go to Ara
bia, Pakistan and Jerusalem and so on 
and so forth.

The hon. Finance Minister has said 
in his speech that he would be able 
to accept the amendment of my friend, 
Shri Jagnatha Rao as also that moved 
by Maulvi Hifuzur Rahman.

Shri Ajit Singh Sarhadl (Ludhi
ana) : On a point of clarification. Sir. 
The hon. Member has referred to the

statement of the Finance Minister that 
he conceded that expenses for pil
grimage would be exempted. Aa my 
hon. friend would appreciate, the 
words in the clause about which the 
Finance Minister said that he would 
accept the amendment refer to public 
purpose. “Public purpose” signifies 
something different.........

Mr. Speaker: The hon. Member
wants to make a speech out of turn.

Shri Ajit Singh Sarbadl: I just want 
a clarification. The object the hon. 
Member has in view would not be 
met because of the words “public pur
pose". “Public purpose” does not 
convey pilgrimage; pilgrimage Is for 
personal betterment.

Shri Mohammed Tahir: I quite ap
preciate the viewpoint of my hon. 
friend Therefore, I have added the 
words “including the expenditure on 
pilgrimage." That will clarify the 
matter in a more specific manner.

Now, I was saying that the hon. the 
Finance Minister has said that there is 
no harm if people go on pilgrimage 
outside India. If the amendment of 
my hon. friend Mr. Rao is accepted, 
xn that case the Finance Minister has 
said that he would under rule making 
powers make a rule that expenditure 
On pilgrimages to other countries 
would be exempted. But I ask: why 
should the hon. Finance Minister take 
so much of trouble to make rules and 
then go in for notifications, etc. What 
is the use of making rules and issuing 
notifications? We can solve this pro
blem easily by adding a few words. 
Therefore, my submission would be 
that instead of going in for making 
rules and issuing notifications, it 
would be better if my amendment is 
accepted and the whole problem 
would be solved very easily and the 
issue will be clear that the expendi
ture on charitable and religious pur
poses of a public nature as also on 
pilgrimage would be exempted as my 
hon. friend has said just now. I hope 
the Deputy Finance Minister will give 
due thought to this matter and accept
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my amendment which 1 think would 
be sufficient to solve the problem.

Sbrt M. D. Mithar: Mr. Speaker,
Sir, I have moved my amendment 
No. 22 which seeks to delete the 
exemptions and concessions granted to 
the ex-Eulers popularly known as 
Indian Princes. If you look to the 
original Bill there is no mention of 
exemptions. But in the Bill that has 
emerged from the Select Committee 
these concessions have been granted.

May I put a plain question to the 
hon. the Finance Minister, and in his 
absence to the Deputy Finance Minis
ter? What led him to agree to grant 
these concessions in the Select Com
mittee, when they were not there 
when the Bill was first introduced? 
The only reply I expect from him is 
that at that time they had no idea of 
the guarantee granted to the princely 
order in India. Well, he may also 
take shelter under articles 291 and 
362 of the Constitution of India.

So far as these two articles are con
cerned, article 291 deals with privy 
purses that have been granted to the 
princely order, or, the ex-rulers free 
of income tax. In this Bill we are 
not taking away or reducing their 
privy purses. We are not levying in
come tax on them. Therefore, he can
not take shelter under this article of 
the Constitution. So far as article 362 
is concerned, that too will not help 
him much, because it entitles them to 
the personal rights, dignities and 
privileges and that the Parliament 
should keep them in view when 
it makes any legislation. We are 
not going to take away the right of 
their putting a flag of their own, nor 
are we going to take away by this 
Bill their privilege of putting a red 
plate on their cars etc.

As a matter of fact, this is a taxa
tion proposal which will affect every 
citizen of India. So, unless the 
guarantee is either mentioned in the 
agreement, covenant or in the Consti
tution, it does not debar us from bring
ing this proposal. The guarantees do 
not say that in future the princes will 
not be taxed at all.

Therefore, I submit that it is some
thing different that has led the Finance 
Minister and the Select Committee to 
come to the conclusion, to add this 
sub-clause to clause 8. In the original 
Bill it was not there. It appears that 
he might have been influenced by cer
tain propaganda here and there, or 
there might have been certain approa
ches that have led him to come to this 
conclusion.

My humble submission is that any 
concession at the cost of the commu
nity should not be given. We have 
already given certain priviliges to the 
princes, because of some acts or over
tures. Continue those privileges. But, 
why add to these privileges? It is 
time that we must think of reducing 
the privileges and the privileged class 
in the country. I regret to note that 
instead of reducing the privileges and 
the privileged class in the country, we 
are trying to increase them.

We talk of socialism and socialist 
pattern of society. Socialism will not 
come only by removing disparity. It 
will come, as our Prime Minister says, 
by more production and equal distri
bution. I, therefore, submit that we 
should not add to the privileges that 
are already there. The Select Com
mittee has erred ki adding to the pri
vileges of the Princes.

An another argument was given for 
granting the privileges to the ex-rul
ers. An old veteran of this House while 
speaking on the Wealth Tax Bill said 
that these privileges are given to them 
because of their patriotic act at the 
time of the transfer of power. I do 
not want to argue this point at this 
late stage. Whether it was an act of 
patriotism or force of circumstances, 
because of the rising of the people’s 
movement in the States, that led them 
to agree to the transfer of power. 
But, I want to emphasise with all the 
force at my command that this patrio
tic act which the princes have shown 
should not be allowed to be en
cashed today in the form of conces
sions in the tax. If they are patriotic, 
their patriotism is wanted more today 
than at that time because we are 
building our country, making our
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[Shri M D. Mathur)
■country to progress in all ways. The 
princes should come forward and help' 
us in that effort. They should be
have as ordinary citizens and take 
less in the form of privy purses.

They are already enjoying fat privy 
purses. Do not add to the list of pri
vileges which they have already got 
Therefore, if they showed patriotism 
then they should not be allowed to 
encash it here. If they showed real 
patriotism then, they must come for
ward now. None is coming forward 
now to accept even any reduction in 
the privileges. In the question of 
taxation, because they agreed to the 
transfer of power peacefully there Is 
no reason why they should be given 
all these benefits. My humble sub
mission is, the argument that they 
were patriots and therefore they 
should be exempted from taxation is 
an argument which should not be 
allowed to go in any further.

Then, the third argument which is 
placed in support of the exemption is 
that if the expenditure-tax is levied 
on the princes, there will be a mass 
unemployment in the States and a 
number of employees of the princes 
will be thrown into the streets: that 
they will become beggars, and that is 
why this exemption is given. I am 
reminded of an old story which my 
hon friend, Shri M. C Jam, narrated 
in this House. Two travellers were 
travelling in a train, one a rich man 
and the other a poor man

Mr. Speaker: There is no time for 
stories. The hon Member will put 
his point in a nut-shell

Shri M. D Mathur: I am only point
ing out what the House knows 
too well. The Finance Minister has 
taken a fancy to that story, and that is 
why I wanted to repeat that story. 
Exactly in the name of the employees 
and the poor men, if the princes want 
that they should be exempted from 
this taxation, in that case, it is a great 
insult to the employees. My submis
sion is that if the princes throw them

out, the State will employ them if they 
are capable of being employed.

The same argument was given at the 
time of the abolition of the jagirdari 
system. When the jagirdari system 
was sought to be abolished in the 
States, the princes and the jagirdars 
said that the employees of the jagir
dars would be thrown into the streets 
and that unemployment would increase 
on that score. Those who are capable 
can be employed in the States, and 
the States should give a guarantee to 
the employees of the princes. But the 
question of employment is not there. 
That is what I want to submit.

Recently, we read in the newspapers, 
Sir, it was a news from Hyderabad— 
an application was moved under sec
tion 100 C PC for issuing a search 
warant for about 200 women in the 
palace of the Nizam of Hyderabad. 
They were the employees of the Nizam 
of Hyderabad. A search warrant was 
sought from the magistrate. Formerly, 
it could not be sought, because he was 
the Rajpramukh, and now the Nizam 
is no more the Rajpramukh. There
fore, this matter is receiving attention 
before the court of law. I submit that 
those people who are lowly paid must 
be thrown out of the employment of 
the princes so that the States can look 
after them better by giving them fresh 
employment Otherwise, this sort of 
serfdom will go on in this country 
and we will not be able to save these 
people

Mr. Speaker: Then hon Member
must finish soon.

Shri M. D. Mathur: I shall finish in 
a couple of minutes If you go 
through clause 5(q),  you will find that 
they are trying to distinguish bet
ween personal and official expendi
ture I want to put this plain 
question to the Finance Minister: 
"what is the official expenditure and 
what does it mean”? The princes are 
technically rulers or holders of office, 
but in practice, they have no work or 
business which could be considered as



11679 Expenditure Tax Bill 3 SEPTEMBER 1957 Expenditure Tax BUI 11680

to discharge of official duty and ex< 
penditure which could be construed u  
‘official’. If a prince or a ruler ob
serves a birthday party, they will call 
it an official party and exemption is 
sought for it. If this exemption Is 
given, almost all the personal expendi
ture of the rulers will be put as official 
expenditure and the poor tax-collector 
who will go there in the palace for 
collection of tax will be completely 
bewildered and won over. What ex
penditure is official and what expendi
ture is non-official has not been defined 
at all, and therefore, my submission is 
that in the name of official expendi
ture there will be subterfuge and in 
the name of expenditure of an official 
nature, personal expenditure will be 
incurred, and the princes will try to 
save their taxation on the personal 
expenditure also.

Therefore, my submission is that this 
exemption clause which has been 
added to the new Bill should be re
moved and the original Bill be restor
ed.

Pandit Thakur Das Bhargava rose.
Mr. Speaker: The hon. Member will 

be very brief. We sit today till 
8 O’clock as originally arranged. Let 
us dispose of clause 5 by that time.

Shri Slnhasan Singh: Clauses 5 and 
6 may be discussed together. Both are 
of a similar nature.

Mr. Speaker: That is a deduction— 
clause 6. Clause 5 deals with taxable 
income.

Pandit Thakur Das Bhargava: I
have amendments Nos. 138 and 139. 
By amendment No. 138 which is same 
as amendment No. 48 of Shri Prabhat 
Kar I want to take away the words 
“bullion, precious stones or jewellery** 
from sub-clause (f). My humble 
submission is this. I know that it is 
difficult to take this away, because 
when the property is converted into 
jewellery, precious stones or bullion, 
or loans, shares or securities, it is not 
a matter of expenditure at all. It is 
really conversion of that property. So, 
far as conversion is concerned, the 
property is in tact; there is no ex
penditure. It can be argued like that.

I want the hon. Minister to consi
der it from another standpoint If yoo 
allow precious stones or jewellery to 
be bought by any assessee, then It is 
very easy to conceal i t  It is very  
easy to dispose of it subsequently and 
buy it again. You cannot have any 
control over this. Supposing a person 
buys precious stones for Rs. 2 lakhs, 
where is the guarantee that he will 
keep that thing? How will you control 
that? Supposing a person keeps cer
tain Jewels, substitutes them for others 
and spends the entire amount on 
drinks etc., you will not be able t* 
control it. So far as the jewels are 
concerned, the capital is blocked and 
it is against the interests of the count
ry that the capital is blocked and is 
not available for constructive pur
poses.

We have made a reasonable exemp
tion in the case of jewels. We have 
provided to the extent of Rs. 25,000, 
which is a considerable amount, in the 
wealth tax. Unless you take away 
these things, it will be difficult to ad
minister your tax. There will be so 
much of evasion that you will not be 
able to control it. On these grounds, 
I submit that these three things should 
be taken away.

By my other amendment, I want 
that after the word “India" the word 
“books” may be inserted. A complaint 
has been made, and very rightly, that 
now if a person wants to have a 
library, to endow a Chair in any uni
versity, to spend, say, Rs. 10,000 a 
month on education buying books 
etc., so far as social reform is con
cerned, all those matters have not 
been exempted. Work of art has been 
exempted, but books have not been 
exempted

I know that my hon. friend might 
say that so far as particular books, 
etc. are concerned, they come within 
the purview of clause 5(a). At the 
same time, books and literature in 
general should have been exempted. 
This is practically a tax on literature, 
culture, etc., which is not proper. 
After all, we have exempted so many 
other things. In the case of rulers, 
my friend was complaining that wa 
have exempted many other things,
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[Pandit Thakur Du Bhargava]
Which ar* consistent with the dignity 
at $ e  people. So U r as rom m a poo* 
pie are concern ad. we have 
for education Ha. 8,000. lor 
relief Bs. 5J)00 and so on. You must 
accept this amendment, because this 
^mtndmrot is most necessary. Unless 
ytfli accept this amendment and 
exempt books, eta, you will not be 
stye to justify any other exemption. 
This is the moat important exemption 
X can think of.

So tar as my amendments 72 to 75 
ace concerned, you will be pleased to 
see that in clause 5(a) we have got 
these words:

“any expenditure, whether in 
the name of revenue expenditure 
or capital expenditure, incurred 
by the assessee wholly and exclu
sively for the purpose of busi
ness, vocation . . ” etc.
Similarly in (b ), it is said:

"any expenditure incurred by 
the assessee or on his behalf by 
his employer, wholly and neces
sarily in connection with the dis
charge of duties arising out of the 
assessee's employment".
So far as these words go, I do not 

object to them, as far as they are 
consistent with this exemption. Sup
posing there is some expenditure 
which is of a composite nature, which 
is partly for these purfJoses and 
partly for other things, what will 
happen? My humble submission is 
that so far as it is necessary, 
the exemptions given in (a) and 
(b) may be taken into account. 
It may not be wholly and ex
clusively for these purposes; it 
may be composite expenditure. There
fore, expenditure incurred to the 
extent it is necessary for the various 
purposes mentioned in (a) and (b) 
should be exempted. Therefore, I 
submit that the words "wholly and 
exclusively" are unnecessary. Then, 
as a matter of fact, if it is composite 
expenditure, it will not be exempted 
at all, even though it is necessary for 
these purposes.

Only one more point I want to sub
mit. It is generally, I should say, as
sumed by those who are in favour of

whittling down all the exemptions that 
the Jjroperty which is taxed is the 
ptpperty of the Government or tba 
community and It is not the private 
property of the person, who is b e in f  
assessed. As a matter of fact, under 
article 10(f), there is a right for every 
person to dispose of the property as 
he pleases. Let us not be very hard 
upon everybody. Regarding this 
money which the rulers hive or which 
the common man has, if he wants to 
be charitable and subscribe something 
for education or social reform, he 
should be allowed to do so. 
After all, the restriction that is 
sought to be placed is a severe res
triction on his Fndamental Right as 
contained in article 19(1) (f) of the 
Constitution. Let us look at it in a 
reasonable and fair manner, so that 
those people who are the owners of 
property are able to take full advan
tage of their choice If you want to 
see that people are not prodigal or 
spend-thrift and you want to see 
that people should behave rightly 
and economically I can understand it 
But in regard to culture and education 
and social reform etc, you should not 
put these restrictions Otherwise 
people will be reduced to mere auto
matons and you will be depriving 
them of the use of their property 
which the Fundamental Rights give 
to them.

Shri Supakar: My amendment No. 
173 seeks to exempt any expenditure 
reasonably incurred to reimburse the 
loss or damage resulting from fire, 
flood, earthquake and other natural 
calamities I submit that the very 
purpose of Expenditure-tax is to 
check ostentatious expenditure and 
extravagance. But in these cases 
that I have mentioned you cannot 
help the expenditure; it is not due to 
any folly of any human being or due 
to any folly of the assessee himself, 
but due to the happening of some 
external circumstances. For example, 
suppose there is an earthquake—of 
course there is not much of earth
quake—but floods are almost a mat
ter of an annual occurrence. In those 
areas where there is a lot of devasta
tion due to floods the man who Is 
paying Expenditure-tax has to incur
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MCM expense OB aCOOUBt o f r* ltt-
feursing hh ion  doe to tha du n i| i 
resuming from that calamttiaa I 
think we should give them acsne 
remission. You will find that in sub- 
d iu w  (k ), so for as premiums eta 
insurance on life or In the cas« of 
Ore, theft and so on are concerned, 
this has b«en exempted There is no 
reason why when a man is suddenly 
laced with certain natural calamities 
and he has to incur certain expendi
ture on that account there should 
not be any reasonable deduction. That 
is all.

Shri prabhat Kar: I want to speak 
on amendments Nos. 42 to 52—minus 
Nos. 45, 47 and 49 which have been 
ruled out of order—and I wish to 
stress three particular points. The 
expenditure tax was imposed with a 
view to check extravagant expendi
ture, to see that the people instead of 
spending, save and at the same time 
instead of spending on extravagant 
living, they invest. This was the 
main purpose. I am really sorry that 
the exemptions under clause 5, ins
tead of helping the persons to save 
money or not to spend on extrava
gant items, will encourage people to 
spend money on lavish living. Take 
for instance sub-clause (e) of clause 
S. Here any expenditure incurred by 
the assessee in connection with the 
acquisition of any immovale property 
or in the construction, repair, main
tenance or improvement of any im
movable property belonging to him, 
is exempted. What we want is more 
and more investment in industry, 
idle capital to be transformed into 
productive capital. We do not 
encourage today the purchase of im
movable property so that an indivi
dual may add some wealth to the 
huge amount that he is already enjoy
ing.

Secondly, when you talk of the im
provement of the building or im
movable property, we can visualise 
that the whole house can be air-condi
tioned and it will be an improvement, 
and the man will be granted exemp
tion.

Hr. Speaker: It will add to tba 
wealth;

Shri Prabhat Kar: It will add to 
the wealth o ! that individual and not 
of the society.

Mr. speaker: There will he a wealth 
tax.

Shri PHkbhat Kar: The house will
be assessed only just on the value of 
the land and the brick and mortar. It 
was never visualised that this type of 
expenditure should be excluded. To
day we want the people to practice 
more and more austerity and to say* 
more and more, to invest more and 
more so that the money that we re
quire for industry may come from 
out of the savings. By granting this 
type of exemptions we are allowing 
the persons to improve their own 
houses and property which will never 
come to the use of society as « whole.

Then, this is an expenditure which 
under no circumstances should be 
allowed to be exempted. He has got 
every liberty to spend money, even to 
air-condition his whole house if he 
wants, but if he wants to do that, be 
must pay the tax to the State, he 
must add to the revenue- The State 
has not debarred him from spending 
any amount whatsoever. The only 
point is that if he wants to spend more 
than what has been exempted, he 
will have to pay. This type of exemp
tion, 1 have to say, goes against the 
very purpose for which the Bill was 
placed before the House.

Take again the question of bul
lion, expenditure in buillion, preci
ous stones and jewellery. It is all 
right if he purchases shares, if ha 
subscribes to capital. It i* *U right 
if he purchases Government paper, 
national savings certificates, because 
all this money will be utilised for the 
betterment of the economic condition 
of the country. It will help In the 
fulfilment of our targets in the Second 
Plan, but to allow them a concession 
for the purchase of bullion, JeweQcnr 
and precious stones makes me wonder 
if we realty want to impose the (ex
penditure tax The Bill as was plac-
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[Shri Prabhat Kar] 
ed before the House originally by 
the Finance Minister has changed its 
character completely, and in fact, (his 
expenditure tax will not yield a 
single farthing by way of revenue. It 
is better if the Finance Minister had 
said that as the Select Committee has 
not agreed with my proposals no 
purpose will be served by proceeding 
with this Bill. We could have under
stood it. Now this has become an 
alibi for telling the people; "Here are 
the expenditure and wealth taxes. 
We have already imposed taxes on 
the common people by way of excise 
duties etc. So, we are also adding 
some taxation on the rich people by 
way of expenditure tax and wealth 
tax” . In fact, we cannot get any re
venue added by way of expenditure 
tax because of this type of exemption 
granted under this particular clause.

Then if we look at clause 11, as I 
have already stated, exemption is 
granted for expenditure incurred on 
the purchase and maintenance of 
livestock which includes race horses. 
I may inform the House that for the 
last four years an average of Rs. 12 
lakhs worth of race horses have been 
imported costing us foreign exchange, 
and we are crying over our foreign 
exchange crisis.

Shri B. B. Bhagat: That is mainly 
for business. That is exempted.

Shri Prabhat Kar: The race horse 
owner, who is an individual, has got 
these horses. He imports the horses. 
Today most of the important race 
horses which have run and won tro
phies are imported. In importing, we 
have to spend foreign exchange; it 
tells upon our foreign exchange. This 
particular livestock, race hors—, has 
been exempted from expenditure tax 
so far as purchase is concerned.

Now, we are asking the people to 
practise austerity; we are telling 
them: “you do not mind if there is 
some excise duty on your matches, on 
your sugar and on your tobacoo. You 
suffer for the sake of the Second 
Plan.’ At the same time, we are 
allowing persons to import race 
Worses, when the Finance Minister is

telling the country that there is a 
foreign exchange crisis. For the last 
four years, the average is Bs. 12 
lakhs. All these race horses have 
been imported from foreign countries, 
thus slicing our foreign exchange re
sources. In 1956-57, Rs. 11 lalrha 
worth of race horses were imported. 
I do not know on what logic and on 
what moral ground the Finance Minis
ter can exclude this expenditure from 
the expenditure tax, specially when he 
has to come before the people and 
say that there should be tax to the 
tune of Rs. 90 crores by way of exqjse 
duties imposed on the common people.

I am really glad that many Members 
of the Congress Party have opposed 
this concession, because if I may use 
the word, it is obnoxious. The other 
day the Finance Minister told us that 
it was a wasting asset. All right, if it 
is a wasting asset, you have not 
applied the wealth tax to it But 
when it is purchased, why don't you 
impose an expenditure tax on the 
purchase? You have not taxed it as 
wealth; that may be granted, whether 
we agree or not. But when an amount 
of Rs. 11 lakhs is spent on import o f  
race horses, how you can exempt this, 
item from the tax and at the same 
time tax the common people by your 
tax measures?

I do not want to repeat arguments, 
already advanced. If we are seriousr 
about imposing an expenditure tax, 
we must exempt only those items 
which are absolutely necessary for 
an individual and his family, wife 
and children, to spend in order that 
they may have a good living inclu
ding education and all those things. 
Otherwise, any other expenditure that 
is incurred must be taxed and there 
should not be any exemption granted 
under any plea whatsoever

Shri S. Ohose: My amendments are' 
Nos. 162 to 165 My amendment No. 
163 is the same as amendment No. 48' 
moved by Shri Prabhat Kan I pre
face my remarks by citing a small 
example. Suppose the Finance Minis
ter makes a present of a machinery 
to the House for carriage of goods. 
There is one line of thinking, which, 
says that he should not have brought 
this machinery because the carriage at
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goods will affect the national interest. 
There is a second line of thinking that 
he has got the guts to bring this 
machinery for the carriage of goods, 
but some heavier goods should be 
carried, not the goods he intends. 
There is a third line of thinking 
which is: You speak of carriage of
goods; but first of all, think whether 
there is any defect in your machinery 
or not. If I am correct in my under
standing, the last is the line of think
in g  adopted by Pandit Thakur Das 
Bhargava, and I beg to fall in line 
with that. The Finance Minister will 
say: I do not care for the machinery; 
it adds to the wealth of the country, 
whether it carries goods or not. In 
other words, he wants to say that 
whether this Expenditure Tax brings 
money or not, it will encourage saving. 
I submit that that is hoping too much.

It is piloted in such a way that it 
raises some doubt in our minds that 
the Finance Minister is hunting with 
the hound and running with the hare. 
If such exemptions are given, prac
tically that clause would make the 
Bill absolutely nugatory. If clause 5 
stands as it is nothing would be re
ceived and it will be practically a 
dead letter.

So far as precious bullion and stones 
and jewellery are concerned, there has 
been much argument advanced and I 
do not want to repeat it.

There is one sub-clause (k) (i). If 
that is allowed to stand as it is, I 
submit, it will cause a lot of mis
chief. Much can be avoided on the 
basis of that clause.

There is again clause (1) relating to 
the purchase of livestock. On that 
also much argument has been advan
ced.

Then, there is sub-clause (m) re
garding which I have my submission. 
‘Charitable and religious nature’ in 
India is absolutely vague. Lots of 
things can be introduced into it. If 
it is said ‘ exclusively on a charitable 
and religious matter’, there would be 
some meaning. By the use of the 
word “nature’, I submit that every- 
body can avoid a tax as is contemplat
ed under this Bill. This has also been 
incorporated in the Wealth Tax Bill.

If these are allowed to stand, then, 
nothing will be received from this tax. 
I submit that these are the legal in
firmities from which this Bill is suffer
ing. It is not only to speak on this 
thing or that thing but I 
would request the Finance Ministar 
to look to the machinery, the 
machinery he is going to employ, whe
ther that will be quite competent to 
bTing the money he desires. 1 fully 
appreciate his position. Whether he 
understands it or not, I would submit 
one thing and then conclude.

One noted South Indian Lawyer, the 
late Shri Bhashyam Iyengar was argu
ing a ease before the Chief Justice. 
The Chief Justice failed to appreciate 
the point and said: ‘Mr. Iyengar, I
cannot follow the argument you are 
advancing’. To that, Shri Iyengar 
replied: ‘Yes, My Lord, I fully appre
ciate your position. It requires a 
lawyer to understand this.’
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T t f  ^ T T T  TTOTT 5T$r t  '
Shri AJlt SJnrh Sarhatfi: I wish

to make a lew observations with re
gard to amendments No. 51 and 4, 
and also 94.

The principle has been conceded by 
the hon. Finance Minister. He said he 
is ready to accept exemption of ex
penditure of a charitable religious 
nature. He also said that he would 
agree to the amendment moved by 
Shri Jaganatha Kao (No. M). But 
there is one thing which I
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w o u ld  lik e  t o  s u b m it, th a t  th e  
•wandaatat of S b r i J a g a n a th a  
B a o  p o s tu la te s  th a t th e  d is c r e t io n  
would l i e  with tha B o a r d  a t  
Revenue t o  s a y  w h e th e r  th a  e x p e n d i
tu r e  is  justified o r  not; provided a ls o  
that the expenditure Should b e  f o r  a 
public purpose. Now the intended 
object of the Minister of Finance is  t o  
exempt expenditure on pilgrimage. 
An expenditure incurred by an in* 
dividual when he goes, say, to Pakis
tan on a pilgrimage does not come 
Within the definition in the amend- 
ntoent tabled by Shri Jaganatha Rao. 
( quite appreciate the acceptance o f  
the principle. Therefore, this must 
be divided into two parts. There is  
expenditure relating to public pur
pose of a charitable or religious nature 
incurred outside India. If I were t o  
spend a lakh of rupees I should be 
entitled to do it and that should escape 
taxation. If I were to go to the 
Janamsthan of Guru Nanak in Pak
istan and spend some amount that 
should escape taxation. I f  another In
dividual wants to go to Ceylon, or a  
Muslim wants to go to Hedjaz he 
should be able to do it and the ex
penditure incurred should escape taxa
tion. That cannot be done by the 
omission of the words "in India” in 
sub-clause (m). The discretion should 
not be given to the Board of Revenue. 
There should be a statutory provision 
that whatever expenditure is incurred 
on a charitable and religious purpose, 
Whether it be in India or outside India, 
that would be exempt

IS hrs.

But the entire situation would not 
be met by that, unless we also include 
pilgrimage. For that purpose I would 
submit that the lacuna can only be 
filled in if the Finance Minister is 
kind enough to table an amendment. 
It should be like this. After omitting 
"in India” the words should be "or 
for pilgrimage outside India”. That is 
to say, it will read: “Any expendi
ture incurred by the assessee for any 
public purpose of a charitable or reli
gious nature or for a pilgrimage out- 
alde India*.

M r . S p e a k e r : T h a t  g h a to a  a x jft id lK  
t o r e  o n  p ilg r im a g e  in  In d ia  w in  b a  
ta x e d  a n d  e x p e n d itu r e  o n  p ilg r im a g e  
o u ta id e  In d ia  w il l  n o t  b e  ta x e d . W h y  
s h o u ld  th e r e  b e  a  d iffe r e n c e  Ha t w aa a  
th e  o n e  a n d  th e  o th e r ?

Shri Ajlt Singh Sarhadi; I would 
be very happy if he makes it "pil
grimage inside India and outside 
India”. There is no reason why it 
should not be in this form.

People spend a lot of money w h e n  
they go out. When there are good 
relations with Pakistan we, S ik h s , 
might have easy access to that place 
and we spend a lot of money in th a t 
place as a matter of religious senti
ment I only want to submit, if th e  
principle has been accepted that ex
penditure of a charitable and religious 
nature is to exempted, it should cover 
expenses inside India and also outside 
India.

Then, because the word “public" is  
there therefore addition of "e x p e n d i
ture on pilgrimage” should b e  m ad e* 
or the word “public*' should ba 
removed and then the sub-c la u s e  
will read:

“any expenditure incurred by
the assessee for any purpose of a
charitable or religious nature.. . .
etc.”
Mr, Speaker: Shri t>. C. Sharma.
Shri D. C. Sharma (Gurdaspur):

Sir, shall I conclude tomorrow?
Mr. Speaker: I want to call upoo

the hon. Minister.
Shri D. C. Shanna: Mr. Speaker,

Sir, I think this is one of the most con
tentious clauses in the whole Bill, and 
looking at it from the practical point 
of view I would say that, as tha 
Finance Minister said at the close of 
his speech after the consideration 
stage, .that this Bill should be given 
a fair trial, clause Ho. 5 with all i*a 
sub-clauses ranging from (a) to (U 
should be given a trial.

To begin with, if we are going to 
tighten up these clauses I think there 
will be trouble. If we try to ghre more 
concessions in certain places than 
will be more trouble. We shauld



11693 Expenditure Top; Bill 3 SEPTEMBER 16S7 Expenditure Tax Bill 11694

[Shri D. C. ShannaJ
neither tighten the screw nor loosen 
the screw. We should Jet the screw 
remain as it is at present, in its pre
sent position. I am speaking in the 
context of our country. I find 
some persons want India to become 
a nation of hermits, no jewellery, and 
only things of utility in this country; 
no livestock and only bulls and other 
things for agricultural purposes. Of 
course, that is one angle, and I appre
ciate that angle very much. But it 
will not do to make our nation 
sheerly as a utalitanan nation, a 
nation which spends money only with 
an eye on what it is going to get out 
of what it spends. It is not that 
nations should only be like that. 
Nations have also other things besides 
things of utility. They have to satisfy 
their spiritual desires. They have to 
satisfy their cultural desires. They 
have to satisfy some intellectual de
sires and have to practise some kind 
of good living, as was said by Shri 
Prabhat Kar. While he was saying 
about the necessities of life and all 
that, he used the words good living. 
It does not mean that one should be 
pinned down only to necessities. Good 
living in a way goes beyond the nor
mal necessities of life. Therefore, I 
would say that we have to see to the 
restrictive factor in this clause.

Suppose, you do not have race- 
houses, what will happen? Do you 
want that breeding of horses should 
go out of India? Then, if we import 
racehorses—I put it to you—worth 
Rs. 11 lakhs, don’t you get money by 
way of tax? If you import Rs. 11 
lakh worth of racehorses, how much 
money do you make out of levying tax 
on those races. Don’t you look at it 
from that angle? Do you want to 
deny the people the pleasure they de
rive out of this? Horse-racing gives 
pleasure to the owner and it gives 
pleasure also to the spectator. And 
there is a tax on such things. If you 
ban race-horses not because they are 
articles of luxury but because thou
sands of people go and get some fun 
out of them, and if you want to deny 
those pleasures, you can do so. I have 
nothing to say against it But I would

w y that already this clause it z e e t r le -  
.tive in its conception and I do not 
think any more restrictions should be 
put to make the clause worse than 
what it is now or to make it better 
than what it is now.

But there is one thing. I do not 
want that we should ban the use of 
precious stones and ban the use of 
jewellery. If there are some people 
who want to buy precious stones or 
a few articles of jewellery, why don't 
you let them have them by buying 
them? Otherwise, they will get them 
in some other way. Let them buy 
them.

Shri C. K. Nair (Outer Delhi): U
there a ban? There is no ban. Only, 
they have to pay a little more.

Shri D. C. Sh&rma: There is ao
ban, but your friends over there 
want it. There are some presons who 
want that the products of cottage in
dustry should be exempted. After all, 
products of cottage industry have to 
be encouraged. They were killed by 
the British people and they had fallen 
low, and it is the lot of the Indian 
Government to put them on the indus
trial map of India. So, I do not see 
any reason why the products of cot
tage industries should not be exempt
ed. Apart from other things, they 
should be exempted, /or, our people 
should get the idea of the cultural 
potentialities of our country. They 
are also dollar-eamers. They are 
foreign exchange earners. They are 
also things which have a high employ
ment potential. I would, therefore, 
say that we should not try to put more 
restrictions on these things.

Somebody said that election ex
penses also should not be exempted. 
I do not know if there are some per
sons whose election expenses are paid 
by some party or some other person. 
(Interruptions). I am not talking 
about any particular party. I may 
point out that there was a time when 
the election to the Assembly, or to the 
Parliament or to a municipal commit
tee was a sign of, I should say, very 
artificial prestige. It was so when w e
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were under the British domination. 
But I may tell you that elections now 
‘are not instruments at personal pres
tige. They are not matters of prestige 
now. The elections are now tools of 
service.

Anyone who comes to the Lok Sabha 
or to any other body, does not come 
here because he wants to flaunt hi* 
membership here, and there and 
everywhere, but because he wants to 
serve the country in one way or other. 
J can say that all Members of Lok 
Sabha, to whatever party they be
long, are there to serve the nation. 
Therefore, to Bay that their expenses 
should also be taxed is something 
which I cannot understand.

My friend, Pandit Bhargava, said 
that books should be exempted. I 
would say that this should be done, 
'because I say that we, as a nation, are 
not fond of buying books. You go to 
anybody and he will tell you that we 
buy very few books. In the second 
place, when we buy books, we do not 
buy books written by Indians. Gene
rally these are books purchased from 
outside. In order that knowledge may 
grow more and more in this country 
and in order that there may be a dif
fusion of general information, books 
should be excluded, as my hon. friend, 
Pandit Bhargava, said.

Shri T. T. Krlshnamachari: We
will exclude it.

Shri D. C. Sharma: Another point 
I would like to say is this. I would 
say that we have to respect the reli
gious sentiments, whether they are 
religious sentiments of Hindus or of 
Sikhs or of Muslims or of Christians 
or of Jews or any other people. We 
have to respect their sentiments. For 
instance, no Mussalman will think that 
his life has had complete fulfilment 
unless he has made a pilgrimage to the 
holy Mecca or holy Medina. Similarly, 
the Buddhists also will think like that. 
No Sikh will think that he has ful
filled the mission of his life unless he 
has been to the Gurdwara of Nankana 
Saheb. Of course, Mr. Rao is saying 
something and some other Member is

saying another. But I do n o t  k n o w  
what our Finance Minister Is th in k 
in g . I would request th e  F in a n c e  
Minister to see to It  that these r e l i 
gious duties of the Hindus o r  th e  M u s 
lims or the Sikh9 are performed in  a  
very smooth manner and no obstacles 
should be put in their way.

I hope this clause will not get more 
diluted than it already is and that 
these two exemptions, one cultural 
and another religious, will be given.

Shri Narayanankutty Menon: Bo-
fore you call upon the Minister, M r . 
Speaker, I want to submit one point. 
Clause 5 (i) reads like this:

“any expenditure incurred by 
the assessee by way of repayment 
of loan or other borrowing, or by 
way of payment of interest There
on, not being interest on any loan 
or other borrowing utilised for in
curring expenditure liable to tax 
under this Act."

I have tabled an amendment to add 
the words “or repayment or'. Other
wise, as the clause stands now, i! 
anybody takes a loan for, say, buying 
any goods which odinarily will be 
liable to Expenditure-tax towards ex
penditure on the entire goods purchas
ed, he will not be liable to the tax 
because he will borrow money and 
he can repay it the next year. The 
exemption to the exempting clause 
refers only to the interest on the loan 
and not to the repayment of the loan 
which is otherwise liable to the tax. 
Otherwise, if he takes a loan and 
spends the whole thing, by manoeuvr
ing or by some other means of 
accounting he can do so and not ba 
liable to the tax.

Shri T. T. Krishnamachari: The
point really fs this. The hon. Mem
ber was on the Select Committee and 
he knows why the provision was made. 
We have made a provision for this 
purpose, that is, if a person has incur
red a debt and got the benefit of it, 
that will go in the expenditure in that 
year, and when he repays the loan it 
will not again go into the expenditure. 
It will not be taxed twice. The hon. 
Member can look into that point, and
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( S h r i  T . T . K r iflm a m a c & a r lJ

i f  S h a m  i i  a n y th in g  n q v M i t t n i ,  i n  
w i l l  a c c o m m o d a t e  f t  I t  h a s  hem p u t  
e ls e w h e r e . H m  t t a h t iity  w i l l  n o t  b e  
tTinrt«TTnrt N a t u r a lly , h e  h a s  t o  r e *  
p a y  th e  lo a n . H a v in g  c o m e  v p d e r  th e  
p u r v ie w  o f  tik e  lo a n  a n d  h a v in g  b o m *  
E x p e n d it u r e -t a x  o n e  y e a r , i t  c a n n o t  
b e  p u t  a g a in  t h e  n e x t  y e a r  w h e n  h e  
r e p a y s  i t

S ta rt N a a a y a n a a ln t t y  Mama: T h e
d a m e  is  th e r e . S im ila r  p r o v is io n  is  
p u t  in  c la u s e  S  (i) e a r lie r , a n d  th e r e  
U  a n  in h e r e n t  c o n t r a d ic t io n . U n le s s  
th e  c o n t r a d ic t io n  is  r e m o v e d , i t  m a y  
b e  o p e n  f o r  a n  in g e n io u s  la w y e r  to  
a r g u e  a b o u t  t h is  b e c a u s e  th e  t w o  p r o 

v is io n s  a r e  c o n t r a d ic t o r y  t o  e a « h  o t h e r  
a n d  h e  m a y  g e t  a w a y  w it h  t h e  ta x .

ftk r l B . I .  B h a g a t : S ir , 1 a m  in  d i e  
h a n d s  o f  t h e  H o u s e .

M r . B p t a h e i : t n  th e  h a n d s  o f  t h e  
S p e a k e r  a ls o . H a s  t h e  h o n . W ir ffs t t r  
m u c h  t o  sa y T

S h r i B . B . B h a g a t : Y e s , S ir .

M r . S p e a k e r : I n  th a t  c a s e  th e  H o u s e  
w i l l  s ta n d  a d jo u r n e d  t i n  t o m o r r o w .

T h e  L o k  S a b h a  a d jo u r n e d  t i l l  
E le v e n  o f  th e  C l o c k  o n  W e d n e s d a y , th a  
4th S e p te m b e r , 1957.




