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though people have often criticised us 
for raising the price. 1 am  try ing  to 
protect th e  price ol cemem so th a t 
when the price increases the cftnand  
for cem ent may show down and we 
m ay have a cushion. My friend of the 
Forum  of F ree Enterprise has stated 
th a t w« are allowing blackm arketing 
and  G overnm ent are blackm arketing. 
These are m atters which m y hon. 
friend does not know fully and he can 
ask questions. 1 am quite prepared, 
even though it is a portfolio of m y 
friend, S ardar Swaran Singh, to satisfy 
him. We shall certainly satisfy him in 
these m atters. But if you th ink  tha t 
by making a speech here and m aking 
“lakhs” into “crores”—you have made 
a  great effect and you made your 
party  laugh, you m ade others also 
laugh. 1 do not grudge that—you have 
achieved something. I m ay tell you, 
you have not scored any particu lar 
point.

Now I come back w here 1 began. 
We have full faith in  the Plan. Any 
am ount of eloquence on the other side 
to  say th a t we do not believe in the 
P lan  and they only believe m  the 
P lan, which they seek to sabotage, is 
a thing which nobody w ill believe. We 
have been, more or less, hitching our 
wagon to this P lan and we propose to 
go on hitching to it and, as I said 
the o ther day, we propose to try  our 
best to do w hat we can do to imple-
m ent it. I t may be th a t one M inister 
speaks w ith one voice and my voice 
m ight be a piping little  voice and 
another M inister m ight have a sten-
torian voice. We cannot speak w ith 
the same voice because we have no 
voice culture or voice training. So, 
there is nothing in it. So fa r as an 
individual is concerncd, he sometimes 
expresses a personal opinion. I m ight 
have some views about agricultural 
income-tax or land tax. I t does not 
m ean that because I am the Finance 
M inister in the Centre, every S tate 
should accept it I believe in diversity 
of views and unity of action and I do 
m aintain tha t there is unity of action 
so far as the Governm ent is concern-
ed. I m ay be a very  very m inute

lim b of this G overnm ent or, m ay I 
say, a lynch-pin? B ut still I w ill try  
my best to hold the whole thing 
together so tha t we may, God willing, 
be able to im plem ent the P lan  and 
w hether it is the core of the P lan  or 
w hether i t  is pruned a little  here and 
there, most of the targets th a t are to 
be fulfilled w ill be gone through.

Mr. Speaker: The question Is:

“T hat the Bill, as amended, be 
passed."

The motion was adopted.

WEALTH-TAX BILL, 1957

Mr. Speaker: The W ealth Tax Bill 
has been allotted 9 hours and i t  has to 
be allotted to the various stages. Now 
it is 1-30 and we can go up to 5-30 
I th ink we will allot 5j hours for the  
first reading, 3 hours for the  clause 
by clause consideration and half an 
hour for the th ird  reading. Now the 
hon. Minister.

The Minister of Finance (Shri T. T. 
Krishnamachari): I beg to move*:

“That the Bill to provide fo r the 
levy of w ealth -tax  as reported  by 
the Select Committee, be taken 
into consideration”.

As the House is a^rare, the Bill was 
referred  to a Select Committee con-
sisting of about 35 m em bers on the 
17th of Ju ly . The Committee sub-
m itted the ir report to the House on 
the 17th of August, They had 12 
sittings in all, during which they de-
liberated upon not only the various 
provisions of the Bill, but also the 
general principles underlying the taxa-
tion of wealth in all its aspects, as 
envisaged in the Bill. The Com-
m ittee considered the points raised  
by the hon. Members of th is House, 
when the motion for reference to the 
Select Committee was under dis-
cussion.

•Moved w ith the recommendation of the  President.
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13.38 hrs.

[M r Dbfuty-Spkakeh in the Chair.]
The Committee also took evidence 

from associations representing various 
interests and shades of opinion, who 
voluntarily came to  give oral eviden-
ce before them.

The Committee have recommended 
a number of amendments, both 
substantive and procedural, to the 
original provisions. On the whole, 
they have approved of the general 
principles of the tax, as set out in 
the Bill and, in particular, the levy 
of the tax on joint stock companies 
as well as on individuals and joint 
Hindu families. The changes that 
have been suggested by the Committee 
in regard to the substantive provi-
sions are, generally speaking, in the 
nature of concessions in particular 
directions, designed to avoid undue 
hardship in cases where it is other-
wise likely to arise in the view of the 
Committee. I shall refer to these 
changes presently.

The principles of the Bill and its 
provisions have been briefly set out 
in the memorandum and the pam -
phlet explaining the taxation proposals 
fo r the current financial year, which 
were circulated to th e  hon. Members 
soon after the presentation of the 
budget. The im portant provisions of 
the Bill were already discussed in 
some detail in the earlier session of 
the House on th ^  motion for referen-
ce to the Select Committee. 1 do 
not, therefore, consider it necessary 
to take the tim e of the House a t this 
stage for going in detail through the 
various clauses of the  Bill. I shall 
confine myself to  explaining the 
changes m ade by the Select Com-
mittee in the more im portant clauses 
of the Bill.

I believe it  w ill be convenient if I 
deal with these changes under two 
broad categories, nam ely (a) changes 
relating to the taxation of companies 
and share-holders, and (b) changes 
relating to the taxation of o ther asses- 
sees, that is individuals and Hindu 
undivided families.

Under clause 3 of the B ill jo in t 
stock companies, w hether public o r 
private and  w hether Indian or foreign, 
are liable to pay tax  as separate units. 
G enerally sp eak in g /in  the case of an 
Indian or resident company all its 
w ealth  w hether held  w ithin India o r  
outside is chargeable to w ealth  tax. 
In the case of a foreign company, 
th a t is a company no t resident in 
India, clause 6 provides th a t only its 
Indian w ealth  is liable to tax.

Clause 45 of the Bill excludes to ta l-
ly from  the purview  of the  tax  
certain types of companies which 
have special characteristics of their 
own. These exceptions are banking 
companies, insurance companies and 
certain financial institutions sponsored 
by the C entral Government. These 
features of the Bill have received full 
support from  the Select Committee.

I shall now sum m arise the changes 
made by the Com mittee in regard  to 
taxation of companies.

D uring the discussion of the motion 
for reference to the Select Com-
mittee, I had expressed my intention 
to provide for the following, by way 
of tax  concessions :

(i) the grant of a w ealth -tax  holi-
day to industrial companies for 
five successive assessment years 
im m ediately following the date of 
their incorporation;

(ii) shares held by one company in 
any other company, i.e., in te r-
corporate holdings to be exem pted 
from w ealth tax  in the hands of 
the holding -company.

These concessions have been approved 
by the Select Com mittee and the 
necessary changes incorporated in the 
appropriate clauses of the  Bill.

The Select Com m ittee have con-
sidered it  necessary to provide for 
fu rthe r concessions on considerations 
of equity, of the need for giving 
stim ulus to companies which genuine-
ly require finance for th e ir develop-
ment, and of avoidance of undue
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hardship. They have accordingly 
m ade th e  following changes :

(1) Shipping companies are also to 
be totally  excluded from  the p u r-
view  of the tax. These companies 
w ill thus be placed on the same 
footing as banking and insurance 
companies.

(2) Charitable institutions and insti-
tutions for the promotion of art, 
culture, commerce, etc., which are 
not established for the purpose dt 
m aking profit but which are re -
gistered as companies for the sake 
of convenient administration, are 
also to be totally excluded from 
the purview  of the tax.

<3) The wealth tax  holiday for five 
successive assessment years should 
not be confined to industrial un-
dertakings new ly Incorporated as 
companies, bu t extended also to 
new industrial units of existing 
companies which are created by 
way of substantial expansion of 
the existing undertaking.

(4) W ealth tax  is not to be levied 
on a company in a year in which 
it suffers a loss, and w here a  
company makes only a small profit 
in any year, the wealth tax  pay-
able by it  in that year should not 
exceed the am ount of its profits. 
For this purpose, the loss or profit 
in such cases is to be computed 
w ithout allowance for develop-
m ent rebate or special deprecia-
tion allowance or the set off of 
earlier years’ losses. Further, the 
concession will not be given if the 
company declares any dividends 
on equity capital for the relevant 
year,

(5) In order to provide a direct 
incentive for investm ent in p ro -
ductive enterprises and as a 
corollary to the w ealth tax 'holiday 
for new industrial companies, 
shareholders in such companies 
are sim ilarly to be exempted on 
the value of their shares for the 
same period of five successive 
assessment years in which the

companies themselves w ill be 
enjoying the w ealth  tax  holiday.

(6) Rule 2 of the Schedule as i t  
stood originally provided a ceiling

. of wealth tax for shareholders of 
private companies only. The tax  
on the shareholders was to be 
lim ited to 1.5 per cent of the 
value of the shares, taking into- 
account the w ealth  tax  paid  by 
the private company itself on its 
own wealth. This ceiling is now 
extended to shareholders of public 

"companies also on the  same basis.

The amendments incorporating these 
changes m ade by the Select Commit-
tee will be found in clauses 5 and 45 
and the Schedule.

So far as 1 have dealt w ith the 
changes in regard to the taxation of 
companies and shareholders. I shall 
now summarise the other im portant 
modifications made by the Select Com-
m ittee which re la te  m ainly to  indi-
viduals and Hindu undivided families.

Clause 8 as it  originally stood pro-
vided tha t in the case of individuals 
who w ere citizens of India, their 
entire wealth including their foreign 
wealth, would be liable to wealth tax  
even if such individuals w ere residing 
outside India, and tha t in the case of 
individuals who were not citizens of 
India, only their Indian w ealth would 
be liable to tax. The Select Commit-
tee felt tha t this distinction based on 
citizenship was not appropriate and 
that it should properly be based on 
residence in India. They have accord-
ingly amended clause 6. The effect of 
the am endment is that in the case of 
all individuals, irrespective of 
nationality, who aTe not ordinarily 
resident in India or not resident in 
India, only^ their Indian wealth will 
be liable to wealth tax. S im ilarly for 
Hindu undivided families also. Resi-
dence in India for this purpose will 
be determined on the same principles 
as are a t present applicable for 
purposes of income-tax.

In the case of individuals and Hindu 
undivided families resident in  India, 
the foreign w ealth also would be
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liable to tax. The Select Committee 
have, however, provided tha t tax  
should be charged on the foreign 
weallh in such cases only »t one hall 
of the normal rates of tax. In order 
that foreigners should not be inclined 
to withdraw their Ind an investments 
on account of the incidence of wealth 
tax, the Select Committee have provid-
ed that their Indian wealth will be 
taxed only at one half of the normal 
rates of tax. The Committee has also 
provided tha t in the case of foreign 
institutions or foreign residents, a n y  
assets represented by loans or deferred 
liabilities in India in respect of the 
supply a t capital goods on long-term  
credit basis, w ill be exem pted from  
tax.

No change has been made in regard 
to the exemption lim it for individuals 
which remains a t Rs. 2 lakhs. For 
Hindu undivided families, however, 
the Select Committee considered it 
necessary to raise it from Rs. 3 lakhs 
to Rs. 4 lakhs. This increase in the 
lim it by Rs. 1 lakh is offset by the 
reduction of the nex t slab from  Rs. 10 
lakhs to Rs. 9 lakhs. No other change 
has been made in the ra te  schedule 
or the tax structure.

Clause 5 of the Bill provides for ex-
emption from wealth tax  in respect of 
a num ber of items of assets. These 
exemptions were carefully considered 
by the Select Committee, and while 
they have been substantially approved 
by them, they have made some im-
portant changes therein, and also made 
some additions to the list of exem p-
tions.

Household articles, fu rn itu re etc., 
are now to be exempted fully w ith ' 
out any m onetary limit. For jew el-
lery alone a separate m onetary lim it 
of Rs. 25,000 has been imposed. The 
limit for professional tools and im -
plements has been raised from Rs. 2,500 
as proposed in the Bill to Rs. 10,000.

In the case of Rulers of Indian 
States, their ancestral jew ellery re -
cognised as such by the C entral Gov-
ernment, and which is not the ir 
personal property, is to be exempted. 
Also, one building for each Ruler,

which is declared by the C entral Gov-
ernm ent as h is official residence, is to  
be exempted. F or others, exem ption 
has been provided fo r one residential 
building in ru ra l areas w ith a p o p u la 
tion of less than 10,000.

I shall now come to the  im portan t 
changes made by the Select Com m ittee 
in regard to procedural m atters. 
Clause 25 of the Bill, as it originally  
stood, conferred power on th e  Com-
missioner of W ealth Tax to rev ise 
assessments only in cases w here such 
revision was advantageous to th e  
revenue. Suggestions w ere m ade in  
the House during the discussion on 
the motion for reference to  the  Select 
Committee by my hon. friend P and it 
T hakur Das Bhargava th a t the  Com-
missioner should also be em powered 
to revise assessments in cases w here 
such revision was in  favour of th e  
tax-payer. These suggestions have 
been accepted by the Committee and  
clause 25 has been T e c a s t  accordingly.

The nex t im portant change is in  
regard  to the composition of the Com-
m ittee of A rbitration to se ttle disputes 
in regard  to valuation a t  the stage of 
the appeals before the Tribunal. The 
Select Committee fe lt that it was most 
appropriate th a t the arbitration  should 
come only a t the A ppellate T ribunal 
stage as proposed in the Bill, as it is 
only a t tha t stage th a t all the issues 
in dispute between the tax-payer and 
the departm ent will become crystal-
lised. The Select Committee, how -
ever, felt th a t the following changes 
w ere necessary :

(1) The A rbitration Committee 
should consist of tw o valuers only, 
and not a valuer and an adviser 
as proposed in the  Bill.

(2) The valuers on the  Committee 
should be chosen one by the 
assessee and the other by the de-
partm ent.

(3) The valuers should be em power-
ed to settle disputes on valuation 
of not only im m ovable property  
but also movable property, if  
either party  to the appeal so re -
quired.
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The other changes m ade by the 
Select Committee relate to m inor 
details of procedure and will becomc 
clear when the House takes up the 
relevant clauses for consideration.

Although 1 would have personally 
liked tha t the num ber and extent of 
the  concessions had  not been as large 
as they are, I cannot deny th a t the 
Com mittee had am ple justification for 
the  view that in an entirely new 
m easure like this, i t  is desirable to 
proceed w ith caution. This m easure of 
caution has been exercised in two 
respects—firstly, by  granting con-
cessions so as to avoid adm inistrative 
harassm ent, a word th a t is often used; 
and  secondly, by  avoiding any imposi-
tion which m ay even by a rem ote 
chance affect development.

I myself do not share these fears. 
B ut I am prepared to agree th a t there 
is a possibility of having divergent 
views in a m atter of this nature. I 
therefore would like to  give th is 
measure, as approved by the Select 
Committee, a fa ir tria l and would 
claim the indulgence of the  House in 
coming with suitable amendments, if 
experience shows th a t the law has to 
be tightened up.

Finally, I  m ust refer to the estimates 
of receipts from this tax. These esti-
mates are, a t the present stage, very 
largely subjective. In fact, my 
departm ent would not even take the  
the  responsibility of m aking these 
estimates. My original estirttate was 
Rs. 15 crores made up of Rs. 9 crores 
from  companies and Rs. 6 crores from 
Individuals and Hindu Undivided 
Families. W ith the concessions now 
made for companies and for losing 
companies, the receipts from  compa-
nies Will come down to about Rs. 6J 
crores In regard to individuals and 
HUFs, it is possible th a t my original 
estim ate is a conservative one. I t  will, 
however, take tim e to build up the 
revenue and for the current year I 
cannot take a figure higher than w hat 
I have previously mentioned. I ex-
pect, therefore, th a t for the current 
year the total revenue m ight be of the 
order of Rs. 12J crores.

Shri Naushtr Bharucha (East Khan- 
d esh ): The pattern  of the Bill, as i t  
has emerged from the Select Com-
mittee, ha', been m aintained intact,, 
though im portant concessions have 
been m ade by way of exemptions. I t 
does appear th a t a stage has been- 
reached when all feel reconciled to the 
imposition of a w ealth tax.

As was stated before, this w ealth 
tax  is inevitable as p a rt of an  in te-
grated system of personal taxation. 
The fact th a t money is required  for 
the Plan is a stark  reality  and adds 
weight to the argum ent that there  is - 
no escape from  a w ealth tax, though' 
it may be modified in some respect.

I t  was originally estim ated th a t 
Rs. 15 crores would be the yield from ’ 
this tax. The hon. Finance M inister 
now says that i t  is expected to yield a 
couple of crores less. I  am of the 
opinion that notw ithstanding the very 
reasonable exemptions given to com-
panies, the yield from the tax  will not 
be less than Rs. 15 crores, and as tim e 
passes w ith experience gained, as the 
m achinery of collection is tightened' 
up, there is great likelihood of ex-
pansion of the yield from this source.

There has been some m inutes of 
dissent wherein considerable opposi-
tion has been expressed to  the levy 
of a wealth tax  on companies, but fo r 
reasons which 1 shall specify later, 
this course is inevitable. The m ajor 
changes the Select Committee has 
made relate, m the first place, to in te r-
corporate investment, secondly on the 
question of new units, third ly  w ith 
regard to a w ealth tax  holiday for ail 
new companies, fourthly, to th e  
exemption of shipping companies and 
others, fifthly, concerning companies 
which m ake losses, and sixthly, in 
respect of foreign investments. The 
Select Committee has, on the whole, 
m ade reasonable concessions which 
would encourage investm ent of capital 
in new companies and w ill lim it dis-
incentives to  capital form ation and 
■help those companies which a re  
m aking losses.
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I was particularly happy that 
•exemptions had been ^iven to chari-
ta b le  and religious institutions. While 
there must remain some differences ol 

opinion with regard to the residen-
tial accommodation exempted, the 
other exemptions are more than 
generous. I for one fail to see why 
any objection should be raided to

• exemptibn of Rs. 25,000 in respect of 
jewellery. There may be some 

•point of view expressed with regard 
to the implements of trade where the 

•exemption lim it has been raised from 
Rs. 2,500 to Rs. 10,000. I am really of 

•the opinion that all implements of 
trade, which may very well include 
instruments and apparatus used by 
surgeons and others, should have no 
lim it whatsoever on them. For 
instance, where the limit is Rs. 10,000, 
you do not expect a modern X-ray 
apparatus to be purchased for less 
than Rs, 10,000. Surely when scien-
tifically developed more costly instru-
ments are being used by experts, 1 
am of the opinion that all these should 
be exempted I t is undesirable to 
consider these things as part of one's 

•wealth.

Concessions with regard to deposits 
and joint Hindu families have been 
made I agree w ith the opinion 
voiced by Pandit T hakur Das Bhar- 
gava w ith regard to the joint Hindu 
families, that the concession is ex tre-
mely meagre, and I am still of the 
view that though the Finance Minis-
ter has said th a t the concession has 
been raised from Rs. 3 lakhs to Rs 4 
lakhs, still it falls fa r short of ex-
pectations. It is not desirable that 
ad hoc concessions should be made in 
a m atter of taxation by conceding a 
lakh of exemption here or there. I 
think my h<fo. friend, Pandit Thakur 
Bhargava, suggested that a committee 
should be appointed to  go into the 
incidence of taxation as it operates on 
joint Hindu families, and some sort of 
rationalised scheme should be form u-
lated and some of definite principles 
w ith  regard to taxation of joint Hindu 
families should be evolved and in 

fu tu re  the Finance Minister, in  devis- •

irvg the tax  pattern , should take those 
principles in to  consideration.

Shri B. S. Murthy (Kakinada— 
Reserved—Sch. C astes): A re no t jo in t 
Hindu families fast disappearing?

Dr. K rtshnaswam l (Chingleput): 
W hy future?

Shri N aushir Bharucha : One can-
not ignore the  fact th a t jo in t H indu 
families ex is t My hon. friend pro-
bably does not understand that.

Mr. Deputy-Speaker: F u tu re  F inan-
ce M inister w ill act in future.

Shri Naushir Bharucha: The point 
does rem ain tha t joint H indu fam ilies 
are very much in existence, and i t  
will be ridiculous to close one’s eyes 
to facts as they stand.

The Committee has also gone very 
carefully into the question of tax  
evasion through transfers and conver-
sion of taxable item s into exempted 
investm ent near the valuation date-
line The Committee has considered 
the question of tim e-lim it for reopen-
ing cases and m ade certain changes 
w ith regard to non-resident principles.

I have gone very carefully into the 
minutes of dissent appended to the 
Report. The one coming from my 
hon. friend, Shri M. R. Masani, refers 
to argum ents against the imposition 
of wealth tax  on companies. Briefly, 
the argum ents are: first, tha t Prof. 
Kaldor does not recommend such a 
tax on companies; second, there m ust 
be need to prom ote savings; third, 
wealth tax  means either double taxa-
tion in case of richer shareholders or 
taxation on the sm all investors; also 
company taxes plus other taxes would 
lead to over 100 per cent taxation 
which is undesirable; i t  am ounts to 
capital levy—and m y hon. friend, 
expresses his dislike a t a  recurring 
capital levy, much less an annual 
caiptal levy. Levy of a wealth tax  
w ithout providing adequate rebates, 
it is also argued, tends to be m ore 
oppressive. I t has also been argued 
by some friends who have appended
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minutes of dissent that one c$n object 
to concentration of wealth in the 
case of individuals, but concentration 
of wealth in the case of corporate 
companies stands on a totally different 
footing.'

/  My hon. friend Shri Minoo Masani 
has also asked tha t if  the 'shipping 
companies have been exempted, why 
the cement and steel industries of 
equal im portance should not be 
exem pted and _ encouraged. These 
argum ents may be answered as 
follows :

Ju st because Mr. Kaldor opines one 
way, we cannot get away from  the 
stark  realities of the situation th a t the 
Five Year Plan needs money and the 
only source which is open to taxation 
is tha t section of society which is in 
m ore affluent circumstances. And, I 
fail to understand, afte r passing 
Rs. 106 crores of taxation in a full 
year in the F inance Bill, the bulk of 
which m ust fall on the middle classes 
and poor classes, why should capita-
lists grudge Rs. 15 crores of taxes. I 
shall show tha t in reality  there will 
be burden on them whatsoever w ith 
regard to wealth tax. Therefore, Mr. 
K aldor’s views m ust not be taken in 
isolation but m ust be taken in the 
context of Rs. 106 crores of taxation 
which has been imposed on the middle 
and poor classes.

New companies have been exem pt-
ed. Therefore, the argum ent tha t 
‘savings require to be promoted and 
tha t new investments should be en-
couraged’ does not hold good. If new 
companies are exem pted for five years 
th a t is sufficient encouragement for 
any enterprise.

It has been stated tha t W ealth Tax 
is double taxation. I concede tha t it 
is. B ut in cases of the richer classes 
I am prepared to say tha t even if it 
is double taxation, the rich must not 
grumble. B ut I do appeal tha t in the 
case of the small investor there should 
be some provision made in the Wealth 
Tax Bill for refund of the tax  on the 
sam e principle as in the case of 
dividends of small shareholders for 
whom there is refund of income-tax.

M ay I point^out one im portant po in t 
on w hich my hon. friend S hri Minoo- 
Masani has dissented th a t if  we analyse 
the shareholders of a  company—and* 
he has analysed the shareholders of 
th e  Associated Cement Co.—we w ill 
find th a t the bulk  of the investm ent 
is held by small men. And, going, 
earning-wise, we find th a t not less, 
than 60 per cent, of the shareholder^ 
have been earning Rs. 666 per m onth . 
Rs. 666 per m onth in terms of com-
modity value means Rs. 150/-. Y e t 
59 to 60 per cent, of the shareholders 
are in th a t category. Therefore, w hat, 
is the actual position? The actual 
position is that so far as companies a re  
concerned, so fa r  as W ealth Tax on> 
companies is concerned,—the hon. 
Minister expects to get out of it Rs. 
crores and,I expect it to be Rs. 9 crores 
—nearly Rs. 5 crores w ill be paid by 
the middle classes. Let this point b e  
clearly understood th a t W ealth Tax 
is not impose*! on the rich only; i t  is 
being imposed very heavily on th e  
middle classes. The middle classes 
pay the Wealth Tax—60 per cent, of » 
it —and, therefore, I say th a t th e re  
should be a provision fo r refund. I  
do not care if the richer classes a re  
taxed doubly.

Coming to another argum ent th a t 
over 100 per cent tax is collected and 
it becomes a capital levy, I ask a t 
w hat stage 100 per cent tax  is collect-
ed? I t  is collected when the indivi-
dual has got Rs. 80 lakhs. A t th a t 
stage, 100 per cent, of the income is 
taxed. I say when an individual has 
got Rs. 60 lakhs as taxable wealth, 
he owes a duty to  society to give a l l  
his earnings to society and to live on- 
his capital. Therefore, this argum ent 
also does not hold good.

It has been stated tha t there are no 
adequate rebates given in the case o f  
W ealth Tax. This is, to a certain  
extent, true. But, after experience of 
the working is gained, m aybe a t a 
la ter stage, some concession m ay be- 
made in this direction.

I t has also been said th a t you can-
not object to accumulation of wealtto
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b y  a  company because w ealth  w ith a 
■ company is for investm ent and pro-
duction  purposes and so it stands on a 
totally  different footing from  the con-
centration of wealth in the hands of 
an individual. But if  companies are 
exempted, any num ber of bogus com-
panies can be formed for the evasion 
-of Wealth Tax. W hat difference does 
it make whether as a rich m an I am 
told that it is wrong to have so much 
of wealth or as a shareholder I am 
subjected to the same criticism? If it 
is inherently and m orally wrong for 
an individual to have accum ulated 
wealth, then, it  is wrong for a share-
holder also, who is an individual, to 
have that. Therefore, there is no case 
for taking companies out of the p u r-
view of the W ealth Tax. (

I t has been pointed out that if 
shipping has to be excluded, why not 
cem ent and other industries. Ship-
ping stands on totally different foot-
ing. Today we have inadequate 
tonnage of shipping and shipping is 
one industry on which the lifeline 

•of the nation is dependent For the 
im port of food we have to take to the 
ships of other nations and we would 
be deprived of it m the event of war. 
Therefore, shipping stands on a 
totally different footing.

Coming to o ther exemptions with 
regard to the W ealth Tax, I have 
already stated tha t the Select Com-
m ittee has granted several exemptions. 
With regard to accommodation in case 
of urban houses, I would suggest 
th a t some concession should have 
been given, not of thp-'gntire house but 
th a t p a rt of the premises of a house 
m which the assessee dwells. For 
instance, if I have a building in Bom-
bay —I have not one—w orth Rs. 10 
lakhs, and if I occupy a portion of 
the house or flat, not the  entire Rs. 10 
lakhs should be, exempted bu t the cost 
of constructing tha t p a rt of my p re-
mises where I reside, should have 
been exempted. That m uch conces-
sion should have been given.

SiT, with regard to other m atters 
'I may say that there are provisions in

the  Bill which raise some doubt aa to  
how w ealth  can be valued. " The 
question of assessing the  value calls 
for vast experience. I  have  been 
appealing to  the  House and to  th e  
hon. F inance M inister in th e  earlier 
stages ty a t in the  collection of taxes 
the m ost im portan t th ing Is no t how 
m uch you collect bu t w hat is the 
m achinery for evaluation. Rough ^nd 
ready  principles would have to be 
employed. As I said, in th e  case of 
companies and firms w e have the 
balance-sheets. W e know th a t they 
do not disclose the  correct position of 
the com pany or the  firm. B ut th a t 
w ill have to be the  basis fo r m aking 
the assessment of the wealth and the 
property  of such a  company or firm.

Similarly, in the case of im m ovable 
property, some rough and ready  cal-
culation m ay be had  by classifying the 
property into 3, 4, 5 or even 6 cate-
gories and fixing the value as so m any 
rupees per eft., fo r this class of p ro-
perty  and so m any rupees for that. 
Maybe tha t you get a little  less. Does 
not m atter. But, once the value of 
the property  is fixed, unless there  are 
vast fluctuations in the property 
m arket, th a t valuation should be 
allowed to continue for a num ber of 
years. This may not m eet perfectly 
the expectations tha t we entertain  and 
I^have no doubt tha t we m ay have 
to bring in amending Bills to the 
W ealth Tax Act as we gain experien-
ce of the operation of the  measure. 
But, this is a m easure which is inevi-
table and I do hope the M embers will 
recognise this.

One last thing. In the higher levels 
of incom e-tax, the richer classes have 
given relief nearly  to the ex ten t of 
Rs 7 crores. In the W ealth Tax the 
middle classes pay as m uch as Rs. 5 
crores. Therefore the rich people will 
have to pay only Rs. 2 o r 3 crores. 
Why should they grudge it, I cannot 
understand. I w holeheartedly sup-
port the measure.

P andit T hakur Das B hargara
(H issar): In regard  to  this W ealth 
Tax, I had occasion to sneak previous-
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ly  also. I sta ted  then, and w ith  your 
perm ission I repeat it, th a t to m y 
m ind the  W ealth Tax is a misnomer 
in  th is country. This country is full 
o f poverty  and if the Bill w ere nam ed 
th e  P overty  Bemoval Bill or Five 
Y ear P lan  help bill, I would welcome 
the  bilL

I And from  the objections m ade in 
certa in  papers to this bill th a t if a 
person has had W ealth above a 
Certain am ount, some p a rt of his 
p roperty  w ill also be taken away. He 
will have to p a rt w ith  th e  entire 
income and some part of his property  
w ill also be taken away. I am  afraid  
we never contem plated a tax  of this 
n a tu re  when* we fram ed the  Consti-
tution. So far as the  question of 
p roperty  is concerned, w e have got a 
provision, a specific article in the 
Constitution, article 31, so tha t if we 
w ant to take aw ay the property  of 
any person we have to  give 
com pensation to him. So fa r  as taxes 
are concerned, the main tax  is the 
income-tax which leaves a m argin for 
th e  assessee also.

TTiere are o ther taxes also. B ut I 
can 't th ink  of any tax  in which the 
en tire  money is taken away and yet 
the liability rem ains and the person 
has to pass on some of his property 
to  wipe of tha t liability. I, therefore, 
th ink  that this is not an annual tax  
like the income tax  It does take 
aw ay some property  and that is in the 
n a tu re  of capital levy.

I would not mind even so fa r as 
this aspect is concerned, if for the 
purposes of fulfilling the Plan and for 
the  rem oval of inequality some 
persons are asked to part w ith their 
property  for the tim e being. I will not 
resen t it, if in the in terest of the 
general public, in the interest of the  
S +ate, in the in terest of national 
economy, in the in terest of crores of 
people who are suffering from 
grinding poverty, if any sacrifice 
even of this sort is called for from 
rich  persons. I would not grudge it 
even if it calls fo r some sacrifice from  
the  m iddle class, because afte r all it 
is  in the n a tu re  of an investm ent and

posterity  o r w e ourselves w ill enjoy 
the  fru its  of th a t sacrifice.

But, in India we s ta rt w ith  the 
presum ption th a t India is a poor 
country. If any person from  outside 
comes and finds a Bill of th is nature, 
he w ill feel that there  is too m uch of 
w ealth  in Ind ia and th a t is w hy there  
is the W ealth Tax Bill.

•
Mr. D eputy-Speaker: Absence of

poverty would be w ealth  here.

Pandit T hakur Das Bh&rgava: We
hear th a t in o ther countries people 
pay tax  to the tune of several crores. 
So fa r as riches are concerned, w e 
find tha t rich people have even found 
universities and paid fabulous sums 
so fa r  as public utilities are concerned 
th a t we stagger to  hear of the ir 
donations in public w orks etc. The 
average income of a citizen in 
America is I th ink  som ething like 
Rs. 2,000 a month. If we find here 
Rs. 2 lakhs as the capitalised value 
of an income, the income will am ount 
to about Rs. 600 a m onth. Can any-
body earning Rs. 600 a m onth be 
called wealthy? If this is the w ay in 
which our Governm ent propose to 
think, tha t a person getting Rs. 600 a 
month for which the capitalised 
value is Rs. 2 lakhs is a person who 
can be called w ealthy then I think, 
in spite of our parading every day that 
we are out to see that the standard  
of living is increased, .the people are 
apt to th ink th a t the Governm ent 
wants to decrease it.

So fa r as this Bill is concerned, not 
nnlv Shri Bharucha told us that out 
of Rs. 9 crores which have to be taken 
from  the company at least Rs. 5 crores 
will be subscribed to by the m iddle 
class, I should th ink  tha t even so far 
as individuals and Hindu undivided 
families are concerned m uch of it 
will be subscribed to by the m iddle 
class, and perhaps by the poor class 
also.

So far as the H indu undivided 
fam ily is concerned, w hat do we find? 
Previously the lim it was R* 8 lakhs 
and now it is Rs. 4 lakhs. I  thank
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the Select Committee for having 
made that change. B ut w hat is the 
change, I want to know. A fter all, 
in every Hindu undivided family, as 
I submitted yesterday, a t least two 
persons must be there, and 2 X 2 doer
not make 3, it makes a t least 4. Then 
what is the concession that the Hindu 
undivided family has got? I am sorry 
I  used the word ‘concession’.
Supposing there are 6 or 8 persons, 
the limit is Rs. 4 lakhs and a man 
having a property of Rs. 50,000 shall 
be asked to pay towards this tax. In 
fairness and according to the 
principles which the Government had 
accepted for the last §ight years in 
regard to income tax, this amount 
should have at least been raised to 
Rs. 6 lakhs.

Again, in regard to jewellery Rs.
25.000 is the limit for the individual
as well as the family. Everybody
who knows something about Hindu 
undivided families knows tha t the 
ladies in the family keep jewellery. 
If there are six ladies m a family
even then the lim it is Rs. 25,000, and 
for an individual also the limit is Rs.
25.000 There is absolutely no 
difference. I am ra ther astounded at 
the fact that there were 35 Members 
who knew much about Hindu 
undivided families and they did not 
take note of this fact, and allowed 
the same amount to rem ain applic-
able, so far as jewellery is concerned, 
to an individual as well as an undivid-
ed Hindu family.

My main difficulty in accepting this 
Bill is not that it is a wealth tax. I 
feel, especially after reading the 
dissenting notes of my friends who 
have w ritten notes elaborately and in 
such a nice manner, so far as capital 
formation is concerned it w ill suffer 
a great deal. I do not know w hat we 
shall gain in tax, bu t X am perfectly 
certain that in so fa r as production of 
wealth is concerned there will be no  
capital formation and no companies 
wHl be formed. Rich people from 
whom something shall be taken from  
111* capital also would be so minded/

tha t they  w ill never go in  to r  invest-
ment.

The hon. F inance M inister gave u s  
four principles a t the tim e he in tro -
duced the Finance Bill. One was th a t 
there m ust be incentive to investm ent 
and incentive to saving. I cannot 
think, so fa r  as th is BiU is concerned, 
tha t there  w ill be any incentive left 
in any person for investm ent. P oor 
people or m iddle class people, if the 
companies are taxed, w ill have n o  
incentive to invest. The richer people 
also will not invest. Then, who will 
invest? Am I to th ink  th a t the Gov-
ernm ent shall m ake all the invest-
m ents from  the saving! of th e  poor 
men which they  hope to get?

In the first instance m y fear is th a t 
they w ill not get the am ount th a t they  
propose to get by taxes. They have 
taxed alm ost all the necessaries 
of life. Secondly, in my opinion the  
psychological atm osphere w ill be such 
tha t there will be no capital form ation 
and this, I think, is most unfortunate. 
W hat we w ant to see brought about 
in the country  will not be brought 
as a resu lt of th is m easure

The th ird  objection th a t I have got 
is that there will be double taxation. 
If the hon. M inister had m ade a ru le  
as in the income tax  th a t all those 
people who are entitled  to refund  
shall be given rebate, I would have 
thought that some sort of justice has 
been done. Now, a person who is not 
taxed even shall have to pay through 
his nose this tax  on w ealth. This is 
very unfair and, a t the same tim e, 
unheard of, th a t a person should b e  
taxed twice for the same am ount, and 
even those who do not directly come 
under it should be m ade to pay.

There are m any other things in this 
Bill which are new  to the law  of 
taxation. One of them  especially 
strikes me and tha t is this. The 
persons who w ill pay this tax  w ill be 
persons who will be owning  la rge 
amounts of money or owners of large 
property. W hat is the m eaning of 
putting an embargo on the ir power 
to dispose of th e ir property? Clause
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M of this B ill is •  new kind of 
provision. Perhaps, just after the  
war or during war-time there was a 
measuve like this. When it was proved 
to be very harmful it was withdrawn 
after some time. Clause -S4 of this 
BUI says:

“Where any document required 
to be registered under the provi
sions of clause (a), clause (b), 
clause (c) or clause (e) of sub
section (1) of section 17 of the 
Indian Registration Act, 1908, 
purports to transfer, assign, limit 
or extinguish the right, title or 
Interest of any person to or in any 
property other than agricultural 
land valued at more than one lakh 
of rupees, no registering officer 
appointed under that Act shall 
register any such document, 
unless the W ealth-tax Officer 
certifies that—

(a) such person has either paid 
or made satisfactory provision for 
the payment of all existing 
liabilities under this Act, or

(b) the registration of the 
document w ill not prejudicially 
affect the recovery of any existing 
liability tinder this Act.”

This practically means that any 
person who is an assessee w ill not be 
able to dispose of his property. I 
think, so far as the present trend of 
this clause goes, it is against the 
fundamental principles set in article 
19, under which every person is 
entitled to hold and dispose of his 
property. I can understand, so far 
as the interests affected are concerned 
they may be safeguarded, but this is 
not the planner in which it should be 
safeguarded.

I  have got the Income Tax Act in 
m y possession. Take sections 46 and 
46A. There is no provision like this 
«ne in the Income Tax Act also. We 
know that under section 5S of the 
provincial Insolvency Act there is a 
provision whereby transfer of property 
ynay be avoided if certain things can

be proved against the man concerned, 
and property can be saved. We know 
that in proper cases under the Code of 
Civil Procedure (here is power given 
to court to issue injunctions, to debar 
the persons and to restrain them from  
alienating property. But here, this is 
a blanket power. In every case, no 
person shall be able to part 
away with Rs. 1 lakh of property or 
more without getting a certificate. A  
certificate for what? It is to say that 
he has not made arrangements, etc., 
in respect of any existing liability.

We know that in income-tax, money 
is realised in advance. So far as the  
assessment of the next year Is 
concerned, my income this year w ill 
be the basis and in fact I w ill pay in 
advance. Therefore, I submit that 
Government is already in possession 
of that money which is sufficient to  
cover the tax. I do not understand 
why the Government puts an embargo 
on the person who may be rich or who 
may be owning a crore of rupees so 
that they may not be able to transfer 
their property of more than Rs. 1 
lakh. At the time when the person 
goes to the Registrar, the Registrar 
says, “all right, I cannot register yoyr 
document”. I do not understand in 
what spirit this has been made. 
Section 46-A of the Income-tax Act 
applies only to such persons as are 
going out of India and not to others. 
Therefore, I suggest that this is a 
very great drawback and it should 
not be agreed to by this House.

I submitted at the time when the 
Expenditure-tax Bill was being 
discussed in this House that so far as 
this tax is concerned, the aasessees 
will be in greater numbers because 
you have lowered the lim it of 
Bs. 3.000 also. One reform which is 
overdue and which the Government 
should make is that the Assistant Ap
pellate Commissioners should always 
be appointed by the High Court anfl 
should only be subordinate to the High 
Court, and their promotions, transfers, 
etc.. should be subject to the will of the 
High Court. But what do we ibid 
now? When they are pot subject to
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the High Court, they always look 
forw ard to the Board for promotion, 
etc., and their independence is not 
what it ought to be. Nothing will be 
lost if we give effect to article 50 of 
the Constitution which requires that 
in all Government institutions, the 
judiciary should be separate from the 
executive.

When the amending Act of 1953 was 
with us in the Select Committee, we 
did our very best, to get amendment 
in this regard accepted and the hon. 
Finance Minister, Shri Deshmukh, 
agreed with us m principle. B ut then, 
the Board was too strong and it did 
not allow it to be done. ' I am very 
emphatic in my view that so fa r as 
this aspect is concerned, we m ust look 
into it and see that the Appellate 
Assistant Commissioners are persons 
who are free from the influence of the 
Board. If you look at the system 
which obtains in India and in other 
advanced countries, you will find that 
in India, the income-tax officer himself 
is the poliecman; he  is also the 
prosecuting authority and the judge 
also He collects evidence and also 
adjudges the issue as to  w hat should 
be  done. So, w hat do w e find? When 
the income-tax collector is rather 
independent, his promotion is stopped. 
His promotion is judged by the 
am ount of collection th a t he has made 
for the Government. *This is w hat the 
Board looks to. In other countries, 
the inspectors collect evidence, and 
they place it  before the income-tax 
officer who is m erely a judge. Here, 
I am not going into the root of the 
m atter because I think it would be 
rather difficult now, at this stage 
when, for so m any years we have 
been getting along w ith  income tax 
collectors and their jurisdiction has 
been accepted by the public. B ut a t 
the same time, I am quite anxious that 
so far as this reform  is concerned, 
;t  is very essential. Many a time, 
the Federation of Indian Chambers 
of Commerce and Industry have pas-
sed resolutions and we have also 
pleaded for it. I think this is a reform

which should be  carried out at least 
in this Bill.

So fa r as the inspecting assistant 
commissioners are concerned, I sub-
m itted an -aspect on the last occasion, 
and w ith  your perm ission I  shall 
repeat it. W hat has h e  got to do 
now? He goes to  the incom e-tax 
officer and behind the  back of the 
assessee m akes a  recom m endation to 
the incom e-tax officer to  pu t a certain 
tax  on the person concerned. He 
never comes face to face w ith  the 
assessee. Behind his back he stabs 
him. So, a ru le  should be m ade so 
as to see th a t no order is passed in 
the file of the particu lar assessee by 
an assistant commissioner' unless and 
until he hears the  assessee and sits 
w ith him  face to face. A t present, 
very often the commissioner hears 
from gossip and then he passes the 
order him self or his order becomes 
final so fa r as the Incom e-tax officer 
is concerned. I should therefore thirtk 
th a t this is a very w rong th ing  and 
we m ust see th a t the inspecting 
assistant commissioners do not behave 
in the m anner in which they are 
behaving for such a long tim e now 

Again, I would like to ' subm it one 
point for consideration which is very 
im portant to my mind. So fa r as the  
ru lers are concerned, we have made 
it a ru le tha t a ru le r also should get 
one house, for residential purposes. 
Now, I have heard  argum ents in this 
m atter from  other friends also. When 
I w ent through articles 291, 362 and 
363 of the Constitution, I found th a t 
as a m atter of fact, so fa r as article 
291 is concerned, only the privy purse 
has been assured to the princes and 
that it m ust be free from income-tax. 
Now, this m easure is not an income- 
tax measure. Therefore, speaking 
strictly, I should say that the ru le r 
should not be given this privilege. A t 
the same time, looking to article S62 
of the Constitution I find tha t the ir 
personal rights, dignities and th e ir  
privileges should be secure. None of 
these things is being touched. Unless 
the G overnm ent sees through the 
covenant and shows th a t such and 
such a thing, according to the



covenant should be saved and  all 
tha t, th e  G overnm ent is n o t rig h t in  
saying tha t the houses of ru lers should 
come under th e  purview  of 362. A t 
the same time, I do th ink  tha t if we 
allow these princes to ' have one 
dwelling house, nothing will be lost. 
A fter all, w e have accepted the need 
fo r  a house fo r everybody and  in 
regard to  p rinces also it w ill be very 
hard  if they are faced to p a rt w ith 
them  as a resu lt of th is taxation. I 
have seen the houses of some princes. 
For instance, in Jodhpur, there is a 
house- w orth Rs. 7 crores. W hat w ill 
i t  fetch in the m arke t now? The 
houses of all the princes are very 
valuable, if the m aterials and the 
structure are taken into account. 
They were built at the expense of large 
am ounts of money, but, a t the same 
tim e, if they are sold in the m arket, 
I do not know w hat the ir m arket 
value w ill be. B ut w e do not w ant, 
by these taxation m easures to deprive 
and confiscate property  of ru lers 
and princes. If w e bring about this 
resu lt tha t the princes should not be 
allowed to live in the ir own houses as 
a resu lt if this Bill coming into opera-
tion, along w ith the Estate Duty Bill, 
my own fear is tha t lakhs of people 
in this country will have to p a rt w ith 
the ir ancestral houses. The Govern-
m ent income tax D epartm ent w ants 
cash money. The houses are sure to 
be valued a t much m ore than their 
cash value w ith the result tha t the 
owners shall have to  sell them  at 
much less price. I would, therefore, 
subm it th a t so fa r as the princes are  
concerned, le t us be generous in this 
m atter. Let us not take away their 
houses. That w ill not bring in large 
am ounts of money.

So far as tfhe question of agricul-
tu rists is concerned, I am very glad 
th a t as a m atter of fact, the Select 
Com mittee has also shown a soft 
corner for them. T here has been a 
concession shown to  them. B ut any 
storehouse, outhouse or any such 
house m ay or m ay not be in the vici-
n ity  of their farm s. W e know the 
condition in th e  country w here gene-
ra lly  speaking there are no houses in
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the farm  Itself. T he abadi is  not in the
im m ediate vicinity generally  and 
therefore my am endm ent m ust be 
accepted to give effect to th e  con-
cession given. So, I  am  glad 
th a t so fa r as th e  agricul-
tu rists  are concerned, they  have been 
given a concession of having a ll th e ir  
buildings exempted. B ut w hat about 
the general mass of the people? W hat 
about the m iddle-class people? Why 
has the Select Committee been so 
harsh upon them. I w ant a t least 
one house for every assessee to  be 
used for him  and his fam ily 
exem pted, w hatever be th e  conse-
quences. A fter all, housing, food and  
clothing are the th ree things which 
the  G overnm ent say they w ill secure 
to everybody. But, if th is Bill is 
strictly worked out, it may be tha t 
m any persons will have to p a rt w ith 
th e ir houses and pay taxes. I am, 
therefore, anxious th a t so fa r as 
housing is concerned, a t least one 
house should be exem pted from being 
taxed upon.

Then, I subm itted an am endm ent 
when the Estate Duty Bill was under 
discussion. I said tha t when the 
Government itself appoints a p a rti-
cular valuer, the valuation m ade by
him  should be accepted. If there is 
a house which has been valued a t a 
price of Rs. 2 lakhs in the m arket, and 
if tha t assessment has been m ade by 
tiie G overnm ent valuers, it is bu t
reasonable that the Governm ent
accepts the valuation. Similarly, 
jew ellery comes under this tax. I do 
not know how jew ellery is going to  
be valued. Will its  m arket value be 
decided upon by tak ing  it to the 
m arket? How will its m arket value 
be found? Will they take it to  the 
goldsmiths there? There will be no 
experts there who can find the  value 
of those diamonds, etc.? I th ink 
there will be great difficulty. A t the 
same time, I am of the  view  th a t so 
far as jew ellery is concerned, so much 
of jew ellery w orth Rs. 25,000 in res-
pect of everybody is Tather too much. 
In my opinion use of jew ellery should 
be discontinued in this country. A ll 
this w ealth is locked up only for show

BiU, 1957 1050438 AUGUST 1967



We*ttfc- Tax SS AUGUST 1N7 «H , 1MT Z9fo6

(Pandit Thakur D u  Shari***] 
purposes. It do«> not bring any 
return; it cannot be invested, I think 
the House should agree to reduce this 
Amount to Rs. 14,800, so far *s the 
Jewellery of the ladies is concerned. 
No lady shall be allowed to have more 
than Rs. 12.500 worth of, jewellery by 
law. In that case, the ladies in the 
family will not have the luxury of 
parading their ear-rings and other 
Jewellery.

Mr. Deputy-Speaker: I may assure 
the hon. Member they would not be 
happy over this amendment.

Pandit Thaknr Das Bhargava: At
the same time. Sir, they will be very 
happy so far as exemption of houses is 
concerned. That would compensate 
for all the things which the Govern
ment *s doing in the matter of not 
exempting jewellery.

Then there is section 25A of the 
income-tax Act, which relates to un
divided Hindu families. You are per
fectly aware that so far as Hindu 
joint families are concerned, every 
member has got the solution in his 
own hand. He has only to declare 
his intention unequivocally and say, 
I am not a member of the Hindu joint 
family; I stand partitioned. By that 
mere statement, according to Hindu 
Law, he stands partitioned. This has 
been the accepted view of the Hindu 
Law. But when we enacted this 
Income-tax Act, it was stated there 
that unless and until the partition was 
there in definite portions, the partition 
will not be recognised. Section 25A 
reads:

"Where at the time of making 
an ass'essment under section 23, it 
is claimed by or on behalf of any 
member of a Hindu family 
hitherto assessed as undivided 
that a partition has taken place, 
among the members of such 
family, the Income-tax Officer 
shall make such inquiry thereinto 
as he may think fit, and, if he is 
satisfied that the joint family pro
perty has been partitioned among

the various members or groups of 
members in definite portions, he 
shall record an order to that 
effect.”

Otherwise, it shall be treated as 
undivided. My humble submission is 
that this provision of law is against 
Hindu law. A long time back it was 
enacted. There was a debate in this 
House when Shri Shanmukham 
Chetty was the Finance Minister. 
When this was brought to his notice, 
he promised to issue a circular that 
tills provision of law w ill be inter
preted in a different way. I think 
that circular is still in existence; or, 
it might have been taken away sur
reptitious1 y, but this was stated in the 
House by him.

In this Bill, they want to tighten 
it further. They say that the partition 
must be as a whole and then in defi
nite portions. My humble submission 
is that there is no reason for tighten
ing this provision, there is no reason 
for interpreting this law in a different 
manner from what it has been inter
preted so far. According to Hindu 
Law, if a person sends even a regis
tered notice saying that he has chang
ed his status, it is enough. It is a 
question of status, and not a question 
of partition by metes and bounds. We 
shall revert to the original declared 
Hindu Law in the country. I would, 
therefore, submit that so far as this 
aspect is concerned, we should not at 
least tighten the Hindu Law still 
further.

I thank Mr. Bharucha for sup
porting the suggestion that I had 
made, so far as the appointment of 
the committee in regard to the Hindu 
Joint family is concerned. But I do 
not think our Finance Minister w ill 
have the courtesy of accepting even 
that amendment. We have been pain
ed to see that not a word of reply is 
given. If he does not want to accept 
any amendment, he may at least say 
so. He does not have the courtesy t# 
say even that. I submit tMs Is too
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n tc h  even tor the Finance Minister, 
however great and w ilw m t foe nujr 
be. He should at t e s t  n p ty  to o itt*  
cisms that arc made by hon. Members. 
Otherwise, it is bound to create greet 
dissatisfaction among Members.

Shri V. F. Nayar (Quilon): On a 
point of order; on a point of propriety, 
Sir.

Mr. Depaty-Speaker: It should not 
be a point erf disorder.

Shri V. F. Nayar: This is a very 
important Bill and immediately after 
the Finance Minister’s speech, other 
hon. Members speak. I find that 
neither the Finance Minister nor his 
Deputy is here. I submit that it is not 
merely discourtesy, as was pointed out 
by Pandit Thakur Das Bhargava, but 
sheer impertinence.

Mr. D e p u ty -Speaker: I have taken 
note of it. Mr. Raghubir Sahai.

Shri Raghubir Sahai (Budaun): 
This Wealth-tax Bill gives us a new  
and novel idea. Any new and novel 
idea is welcome if it takes us towards 
the socialist pattern of society.

So far as I understand, the inspira
tion for the introduction of this Bill 
came from Kaldor. Kaldor himself, 
who suggested the imposition of this 
tax, has said in his report that with 
the exception of Sweden, no country 
has succeeded in bringing about a 
degree of re-distribution of wealth 
and income, the attainment of which 
has been the objective of their taxa
tion policy. Despite this remark com
ing from Kaldor, I think there is justi
fication for Government to Introduce 
this Bill in this House. We know that 
the Government of India is hard 
pressed for money in order to finance 
the second Five Year Plan. We know 
that we cannot very much depend 
upon foreign aid and we also know 
that the foreign exchange situation is 
none too bright. Under those circum
stances, we have to fall back upon 
our own resources and so, if  a Bill 
of this kind has been introduced, it 
should be weteoma.

Z And from the Select Committee 
report that many of the harsh features 
of the bill have been removed. To 
enumerate a few  of them, I  would 
just give three or four instances. Live 
stock and animals intended tor the 
personal or household uses of the 
assesaee have been exempted from 
this tax. Tools and implements used 
for raising the agricultural produce 
have also been exempted, property 
held for any public purposes of a 
charitable or religious nature in India 
has been exempted. I also find that 
one building in the occupation of 
former rulers has been exempted. 
Why on earth has this concession not 
been extended to others who are not 
ex-rulers? I can’t understand. This 
concession should have been extended 
to every one in regard to one building 
which he occupies and I quite agree 
with the weighty remarks of our dis
tinguished friend Pandit Thakur Das 
Bhargava when he emphasised on this 
aspect o f  the problem. Similarly, 
household assets had been exempted 
and jewellery up to the value of 
Rs. 29,000. I find that so many conces
sions have been given. In regard to 
companies also, a wealth tax holiday 
for a period of five years has been 
given to companies established for the 
purpose of carrying on an industrial 
undertaking engaged in the manufac
ture, production or processing of 
goods or articles or in mining or in  
generation or distribution of electri
city or power. Shipping companies 
too have been exempted. A company 
which has incurred a net loss in any 
year and has not declared any divi
dend has been exempted from wealth 
tax for that year. Also, in the case of 
companies whose profits in any year 
are less than the wealth tax due for 
the assessment year, it is said, wealth 
tax should be limited to the amount 
of profits. I congratulate the Members 
of the Select Committee for having 
made these concessions.

I have also gone through the 
minutes of dissent that have been 
appended to this report. I am sorry 
that I cannot agree with either of the
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extrem e views that have been advo-
cated, either w ith tha t section of the 
Members of the House who say tha t 
no concession w hatever should be 
given or w ith the o ther section which 
Insists on too much toning down of 
the Bill. As I said, both are extreme 
views. I cannot possibly share with 
any of them.

Having said all this, the point for 
consideration is w hether the imposi-
tion of this tax is a t all worth while. 
I have enum erated a few of the con-
cessions that have been made in this 
Bill. There are many others. I feel 
that the Bill has been m ade as inno-
cuous as it could be. According to 
Prof. Kaldor, he estimated th a t the 
yield of this tax  would come to about 
Rs. 17J crores if the tax  was levied 
on the scale which he had suggested. 
I think,—I speak subject to correction 
—that the  rates in the Bill that have 
been suggested are something like the 
ones that w ere suggested by Prof. 
Kaldor himself. The hon. Finance 
M inister stated in his opening speech 
tha t according to him, the yield from 
this tax would come to about Rs. 12’5 
crores. The same kind of expecta-
tions were raised in this House when 
the Estate Duty Bill was on the anvil 
We find from the five years’ review 
th a t has ju st been distributed to  us 
th a t although the first Five Year 
P lan had estimated tha t the States’ 
share of the Estate duty 
at Rs. 21 crores, actually, tha t source 
contributed only a little over Rs. 2 
crores. In the last Parliam ent, a 
question was put in th is House to the 
Finance M inister as to why the yield 
from  Estate duty was not so encourag-
ing as it was supposed to be. His 
answer was a sufficient num ber of 
rich persons w ere not dying and Gov-
ernment had no control over death. It 
was such an ingenious and intelligent 
answer that it precluded all other 
supplementaries. But, this should have 
been visualised even before because 
nobody claims that this omnipotent 
pow er is vested w ith the Government. 
W hether our expectations th a t are

being raised in this House from tb n  
tax are going  .to bear fruit is Meoe- 
thing very doubtfuL

Mr. Depnty-Speaker: Therefore this 
Bill; w hether they die o r live, in both 
th e  cases, they w ill have to pay.

Shri Rafhnbir Sahai: May be. There 
is another point for serious considera-
tion: w hether we have got adequate 
m achinery to carry  out this work. If 
ordinary persons, Jo in t H indu fami
lies, companies, all these w ere to give 
details of the ir m ovable and immov
able properties, w hether a proper 
valuation could be effected is a point 
w orth consideration. I find th a t in 
England, in 1919, they seriously con-
sidered the levy of a tax  of this kind. 
But, then it was fe lt th a t the w ork of 
valuation would take not less 
than 2i years, and even then, 
the yield from  the tax  would be 
a trifle. Again, this idea was revived 
in 1951. But, i t  was dropped for the 
reason th a t the tax  cannot be collect-
ed until 1955, and therefore it  was 
no good proceeding w ith  such legisla-
tion. The point for us to consider is, 
when in a country like England where 
adm inistrative efficiency is adm ittedly 
very high, people there did not under-
take a legislation of this kind, would 
it be prudent for us here, where, 
adm ittedly adm inistrative efficiency is 
com paratively low, tha t we should 
undertake a legislation of this kind, 
Even the Taxation Enquiry Commis-
sion report, Vol. I, on page 163 says:

“Assessment and valuation of 
capital assets bristle w ith ad-
m inistrative difficulties which 
would, for the tim e being, appear 
to be decisive against the adoption 
of such a levy.”

I venture to place all these doubts 
and misgivings in my m ind before 
this House. But, if in spite of all 
these, the hon. Finance M inister is 
so sure that he would be able to 
evolve a m achinery which would do 
the job and also th a t the  yield from 
the tax  would not be insignificant, 
then, he  can count on our good wishes 
and unqualified support for this Bill.
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Shri P rabhat K ar (Hodghly): Mr.
D epuly-Speaker, Sir, w hen the
W ealth Tax B ill was introduced in 
tii* House, we did welcome it. We
welcomed it  because we felt tha t the 
w ealth  ta x  w as absolutely necessary 
in th is country. W e have seen that 
th e  tax  on income has failed to  reduce 
th e  disparities in income and distribu-
tion because of the prevailing in -
equality in  distribution of property. 
W ith a  view to  rectify in  course of 
tim e the inequalities in distribution of 
wealth, th e  E state Duty Act was 
passed. I t m ay be, as the hon. Finance 
M inister has stated  th a t people do not 
die according to the expectations of 
tlhe sta te  or those who die have no 
estate or those who have estates have 
so arranged is beyond the vulnerable 
period as to be outside the pale of the 
Uw. B ut the accum ulation of wealth 
is r o t  a static thing, it is a continuous 
process. The purpose of this Act is 
to take away the idle and unproduc-
tive w ealth  in the form of gold, 
jeve lle ry  etc. These w ere the  reasons 
for which the w ealth has to be taxed 
But I am  extrem ely sorry tha t the way 
it  has come back from  the Select 
Committee, I am doubtful w hether 
the purpose for which this Bill was 
introduced w ill really  be served. 
While introducing the Bill, the hon. 
Finance M inister said: “This will give 
us a better base for assessment of tax 
liability, specially in respect of higher 
Income ranges and will help us close 
progressively the loopholes of the tax 
evasion and corrt>sion of the tax 
base” . I am really unable to And 
w hether this purpose will be served. 
My feeling is tha t the provisions of 
the Bill, as they stand today, w ill give 
fu rthe r scope for evasion W e have 
been hearing the case of the m iddle 
class on the floor of the House that 
middle class will be adversely affect-
ed as a resu lt of this w ealth tax. 1 
th ink tha t m iddle class is existing 
only in their imagination. This 
W ealth-Tax Bill w ill not be appli-
cable to an  individual who has wealth 
below Rs. 2 lakhs. In a country like 
India, I  do not know how many 
m iddle classes have got m ore than
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Rs. 2 lakhs of wealth. F u rther, it- Is 
not Rs. 2 -lakhs only. If  you go 
through the  exem ption clause, • you 
w ill find th a t it  is very much more. 
You have got the 10 year treasury  
deposits, 15 year arm unity certificates. 
You get an exem ption of Rs. 90,000/ 
fo r one, plus Rs. 56,000/- plus 
Rs. 25,000/- for the minor. I t  con^a 
to about Rs. 1,56,000/-. So the  total 
exem ption is Rs. 2 lakhs plus 
Rs. 1,56,000/-, th a t is, Rs. 3,56,000/-, 
plus postal savings bank  deposit, plus 
jew ellery Rs. 25,000/-, plus house 
fu rn itu re  including silvers, plus Bhares 
in the new  capital, plus agricultural 
land.

Shri C. D. Pande (Naini Tal): P lus 
sh irt and shoes?

Shri P rabhat K ar: Including race 
horses. I do not know which sections 
of the middle class have got this much 
of wealth. Still, we are clamouring 
tha t the m iddle classes w ill be very 
much affected as a resu t of the wealth 
tax. I am really  surprised to hear 
that the m iddle classes w ill be affect-
ed by the w ealth tax . Even under 
the Bill as it was presented before 
the House, th a t is, before it w ent to 
the Select Committee, w e had the ta x -
able lim it of above Rs. 2 lakhs plus 
household furn iture jew ellery to the 
tu n e  of Rs. 25,000/- plus the exem p-
tion under sub-section (xvi) in the 
treasury  savings and so on. So, a 
person w ho comes under this wealth 
tax  m ust have a t least Rs. 4 lakhs In 
order to be taxed.

A part from this, fu rther concessions 
have been granted by the Select Com-
mittee. I am afraid th a t as a result 
of this the revenue of Rs. 15 crores, 
which is expected by the hon. Finance 
M inister, w ill be reduced to Rs. 12J 
crores. So that Rs. i  crores have 
been w hittled down once by the con-
cessions. Now it w ill be reduced to 
50 per cent of the expected revenue 
from  the Bill as it was originally 
introduced.

Then, concession has been granted 
to the companies. I m ay add here, it
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m i  made quite clear while introduc
ing this wealth-tax, that it has a very 
limited application. It applies only 
to individuals who have a wealth of 
more than Rs. 2 lakhs, to undivided 
Hindu families who have a wealth of 
more than Rs. 3 lakhs and to com
panies which have a wealth of more 
than Rs 5 lakhs. On a rough estimate, 
It is expected that not more than
28,000 individuals, 4,000 undivided 
Hindu families and 6,000 companies 
will come within the net of the 
wealth tax. Now, out of these 26,000 
Individuals, as contemplated at the 
beginning because of the further 
exemption that has been given, the 
number will be reduced, say, to the 
tune of 18,000. In the case of un
divided Hindu families, the original 
limit of Rs. 3 lakhs has been raised 
to Rs. 4 lakhs. There also, naturally, 
the number will be reduced. In the 
case of companies also, it is going to 
reduce the number of companies. So, 
as a result of these changes, roughly 
about 25,000, including individuals, 
undivided Hindu families and compa
nies will come under the purview of 
this tax, out of the 36 crores of 
people.

My friends have been shedding 
tears that/ people w ill be harassed. 
How ihany of these people w ill be 
harassed, wlho belong to the lower 
strata of society or the middle classes. 
So far as companies are concerned, 
the hon. Finance Minister, while 
opening the debates, has stated that 
he did not agree with so much of 
concessions but all the same he has 
given certain concessions. Let us try 
to understand what w ill be the result. 
There is an exemption called inter
corporation investment exemption 
Then there are exemptions for new  
companies and losing companies. I 
am quite sure that toe hon. "Finance 
Minuter will agree with me that as a 
result of this provision w e w ill And 
many of the companies becoming 
losing companies in order to evade 
taxation.

Before I deal with the role of the 
companies and other corporate bodies

in the economy of the country, X want 
to streft* •  f*vr things. Suppose a
company hat got Rs. 1 crore of reserre 
which ordinarily would have been 
taxed under this Wealth Tax BiU. If 
it invests that amount in four com
panies, up to the tune of Rs. 26 lakhs 
in each, in the original company this 
reserve' of Rs. 1 crore w ill not ba 
taxed because it is an in ter-corpora
tion investment. The new companies 
also w ill not be subject to tax for five 
years because they are new companies. 
These companies will evade tax for 
another five years as losing companies. 
So, this Rs, 1 crore w ill not be taxed 
for ten years from now, even under 
the provisions of the law, not to think 
of other manipulations that they may 
make. This is how the amount of 
wealth that could have been taxed 
under the provisions of the Bill will 
go out, and naturally the expected 
revenue will not be realised.

15 hra.

There was a demand from various 
sides that the companies should be 
exempted. The hon. Finance Minister, 
while replying to the Budget in tke 
Rajya Sabha said: ''In this country, 
you know quite a large number of 
companies are owned by a few  indivi
duals, and even in companies which 
have got a broad-based shareholding 
structure, they are the people who 
own 20 to 25 per cent and therefore 
control the companies.” I am quite 
sure that the hon Finance Minister 
will agree with this also that the 
balance sheets of the companies do not 
represent the actual state of affairs 
of the companies.

Who are these capitalists or the 
monopolists of whom we have been 
thinking so much? The bogey is that 
capital is shy; w e want further indus
trialisation, and therefore, there 
should not be more taxation in this 
particular sector. What is the role of 
these industrialists? They have been 
granted concessions under the Income- 
tax Act. I am quite sure that tfhe
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House i t  »wara as to how much con
cession they have been given In 
respect of taxation at vahous stages. 
What part have they played? The 
other day it was aald even by the 
Prim* Mlnirtrr that because of the  
hoarding of foodgrains, the prices 
went up and the Reserve Bank could 
not control i t  Who hoarded the food
grains? Were they not the capitalists 
who had money who hoarded the 
grains in order to raise the prices of 
food stuffs so that the common people 
may not buy and they could get 
higher prices even for foodgrains?

i  think we have not forgotten the 
role of the capitalists in 1943 when in 
the State of West Bengal SO lakhs of 
people died of starvation. There was 
an enquiry and it was said that for 
every death the capitalists had earned 
Ra. 1,000 because of black market. 
This is the role of the capitalists and 
the industrialists in this country, and 
our heart is pining for them to grant 
certain concessions so that they may 
come forward and help the country 
in building up the national economy.

Today I am quite sure the wealth 
tax will not serve its purpose. There 
is inequality in properties. It must 
be made good and that can be done 
by forcing the wealth tax without 
granting any exemptions on these 
companies, particularly the companies 
whose role has all along been against 
the national interests.

I want to draw attention to the fact 
that all the time there has been a 
force working against the imposition 
of any taxation on the capitalists, 
whether it is the wealth tax or 
expenditure tax. We have seen much 
controversy in the papers. Every time 
we have been told that there is a 
strong force working to see that the 
wealth tax should not be imposed, and 
there was an attempt also to see that 
it should not be imposed on com
panies. The Finance Minister had 
said that so far as he was concerned, 
the scheme of taxation would drop if 
h e  had to remove the wealth tax on 
companies. In spite of that statement 
he has had to submit, we see, to the

forces that have been working, the 
result of which w e find the Bill as 
amended by the Select Committee 
before the House. If w e are very 
serious about raising our revenues,, 
about the fulfilment of the task ahead,
I am quite sure concessions cannot be- 
granted to the persons who am capa- 
ble of paying. Concessions should be 
given to the common people, not to  
the wealthy people who can pay.

It is not a question of harassment of 
capital formation. We need tunas 
today,, we need revenue, and It Is. 
essential that we should have it from, 
the sector which can pay it. The 
wealth tax is on* of those taxes meant 
mainly for the richer section. There- 
is no scope for the middle classes to- 
come within the orbit of it. not to 
think of the working classes coming, 
within it. So, if the wealth tax has 
been proposed today, it should be in 
such a way that really the wealthy 
persons and the corporate bodies pay.

We hanre seen thfe effect of indirect 
taxation on the common people. The 
common people have been asked to' 
sacrifice. The common people wilL 
sacrifice, but here when it is a ques
tion of the- wealth tax which is im
posed only on a small section of the? 
people, why is it that the Finance 
Minister does not take steps so that 
they are mad* to pay their due share 
in building up the national economy,, 
in increasing our revenue. I would 
request the hon. Finance Minister and 
the House to reconsider the exemp
tions granted under clause 5 and' 
amend the Bill so that the revenue, 
may go up- and this section of the- • 
people may not get the privileges they 
are asking for.

Then I find that there is a discrimi
nation made here which I feel should 
not be there. According to my under
standing, when a law is passed, it 
should be made applicable to all 
citizens alike, T do not know why in 
the case o f the Rulers certain extra 
exemption has been granted. If a 
palace is exempted for a Ruler. I am 
quite sure every citizen- has got the
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r ig h t to claim the exemption of a 
house. The only point here is that 
persons who have got w ealth beyond 
a  certain lim it will have to pay the 
tax. Whether it is a palace or a small 
house, it does not m atter. If he has 
got wealth beyond Rs. 2 lakhs, he 
must pay tax for that. In this m atter 
there should not be any discrimina-
tion bewteen a  Ruler and an ordinary 
•citizen, between one citizen and 
another, and I would request the hon. 
Finance Minister to remove this dis-
crimination.

The revenue exported originally 
was only Rs. 15 crores, I would have 
.liked the Select Committee to amend 
the Bill so that this revenue coujd 
have been stepped up to  Rs. 25 or 
Rs. 30 crores. I am really sorry that 
i t  has come down to Rs. 12J crores, as 
the  Finance Minister said. I know 
the  hon Finance Minister has got the 
machinery to work it 'out. But, if he 
can place suggestions before the House 
even now so tha t the revenue may go 
up, I am sure the House will consider 
them in the light of th e  needs of the 
country to build up the national 
economy and to m ake the Plan a 
success

W ith these words I suggest that the 
concessions that have been granted to 
the companies and individuals should 
be w ithdraw n The Bffl shou’d be 
•passed in the way it stood earlier, if 
not in a far better form.

Shrim ati Renuka Ray (Malda):
* W hen as a result of the critical 

situation in the country arising out ot 
inflation, depletion of foreign reserves 
and the need for going ahead with 
deve'opment plans, the Financc 
Minister placing this Budget before 
the House brought forw ard b reath-
taking and novel measures, I  think if 
■can be truly said that it was the 
wealth tax which was acceptable to 
the large majority not only in this 
House but in the country as a whole. 
I t  was indeed the first m easure of its 
k ind  and we felt th a t the Finance

M inister had indeed taken a  good, 
progressive step forward.

At th a t time, some of us perhaps 
had some misgivings about giving up 
a t one stroke the Rs. 7J crores by 
raising the exemption lim it because 
we felt th a t a b ird  in the hand was 
worth* two in th e  bush. B u t the F in-
ance M inister assured us th a t the 
loopholes of evasion would be plug-
ged if we had the w ealth tax  and 
that this would bring in a m uch la rg -
er amount.

As this wealth tax  stood, when he 
placed it before the House first, it 
was indeed a progressive measure. I 
am sorry tha t I m ust own to a feel-
ing of dismay at the resu lt of w hat has 
happened to the Bill in the Select 
Committee. I find that the Finance 
Minister, who spoke a little while ago 
on the Finance Bill, has the same feel-
ing about it, although he has accept-
ed it for the present. I would ask 
him, however, th a t before this Bill is 
actually passed, he should a t least 
consider one or two fundam ental 
things, as to w hether some of the 
exemptions tha t have been introduc-
ed by the Select Committee could not 
be restored There are some exemp-
tions which are all right. They do not 
matter, e g exemptions for shipping 
companies, exemptions for new com-
panies up to five years and even for 
those companies which do not run at 
a profit But why exempt new units 
of old companies? Is that not a way 
by which again we shall have fu rther 
evasion? I would ask the Finance Min-
ister to seriously consider this p arti-
cular m atter

Turning to another point, tha t is, 
exemptions to a num ber of new as- 
sessees, I fail to understand why these 
have been included. W here we have 
had to have our taxation structure 
broad-based, to lower the exemption 
limit to bring in incomes of Rs. 3,000 
—and we have had to do it in the 
present juncture—w hat justification 
can there be for exem pting heirlooms
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-and jew ellery  of ru lers or houses or 
palaces of ru lers? 1 am  quite certain  
th a t the Finance M inister has the same 
point of view as I am  expressing. I 
would request him  again to consider 
this m atte r because afte^ all taxable 
capacity  is a criterion of taxation, and 
w h at is more, w hat have w e here  in 
th e  aims and objects of the original 
Bill.

“A part from  this, the fact that 
a composite tax  system of this 
type has to satisfy the criterion 
of the ability to pay, it is con-
sistent w ith the avowed goal of 
the attainm ent of a socialist p a t-
tern  of society”.

W ith both these considerations in 
view, I th ink it is very necessary 
th a t we do not m ake so m any exem p-
tions to th e  Bill. I do not say. like 
some persons, th a t as a resu lt of these 
exemptions th e  Bill m ight as well as 
not have been brought a t all. That is 
not so. The Bill is a good Bill. B ut 
why w hittle it down? Why m ake it 
much worse? I m ust say th a t in some 
of these m atters the Select Committee 
has perhaps gone almost beyond the 
scope given to them  as a result of 
the discussions in this House, because 
when the discussions took place here, 
except for a few vociferous sectarian 
interests, the large m ajority were 
urging two points: one was to plug 
the loopholes of evasion, and the 
other, of course, was tha t harassm ents 
should be checked, tha t the adm inis-
tration of this tax  should be proper-
ly done, so tha t the am ount of money 
the Finance M inister anticipated 
would actually accrue to the exchequ-
er.

That was the sense and feeling of 
this House, and I would ask in all 
hum ility why the Select Committee 
departed in any m easure from thus I 
am glad th a t they have not departed 
to the extent of leaving out the com-
panies, as some persons in this country 
have been wanting. I am glad that 
they have perhaps kept the main fea-
tures—the core—of th e  Bill; a ll the 
same, there is no gainsaying the  fact

that some a t least o f  the im portant 
exemptions made should not hav* 
been made.

We lose any am ount of money—to 
the i;une of Rs. 3 crores at least. Ac-
cording to w hat the Finance M inister 
said, I th ink he has misgivings that 
the loss m ight be greater, because he 
expects a drop to Rs. 6} crores in th« 
case of companies, and he could not 
say w hat the actual drop on those 
other items of exem ption would be.

I would again com pare the B ill we 
ju st passed w ith  the Bill now  under 
discussion. We have been saying tha t 
in a broad-based taxation structure, 
it is necessary to  bring in persons w ith  
middle class incomes who really  can-
not pay any tax; we have had to  do 
it and we agreed to  it. We know tha t 
m the  m arginal cases, it w ill be hard  
because even a tax  of Rs. 5 or Rs. 6 
for the m arginal case is m uch greater 
than the palace and jew ellery of the 
richest people of the land. Therefore, 
I do not see w hat justification there 
is for exem pting those people. I  re -
peat this again and hope th a t this 
m atter will be taken into considera-
tion.

In regard to the penalties, I would 
ask the Finance M inister w hether he 
has satisfied himself tha t when the re  
is no m inim um  laid down for reali-
sation, the tax  is likely to be realised 
in the proper m anner, as he desires 
it to be. As regards clause 4, in the 
definition of irrevocable transfer that 
has been pu t into the Bill, as it has 
emerged from the Select Committee,
I would request the Finance M inister 
tha t if not here, at least when a tax  
on transfer of property is g ift is 
brought, this m atter should be finally 
dealt w ith because otherwise here 
also there would be loopholes.

Today, we find, as the Finance M in-
ister knows better than anyone else, 
a most difficult situation Prices nre 
soaring. I have ju st re tu rned  from 
West Bengal w here prices have soar-
ed, w here floods have come again and 
the situation has become very  critical.
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To meet all thi*, even to provide 
fund* lor relief measures throughout
the country where people are affected 
by floods, large sums of money are 
required; crores of rupees have to be 
■pent In a welfare state, w e cannot 
have a re-occurrence of famine con
ditions leading to starvation. There
fore, it has to be done no matter what 
happens, even if it delays our plan- -  
I hope it would not—but even w e are 
to delay the plans.

Therefore, it is all the more essenti
al that when we have this tax and so 
many other taxes, as to the manner 
in which we spend our money, mere 
planning is not sufficient; the imple
mentation of plans is more important 
than planning itself. The manner in 
which we implement our plans has 
become important. I know that the 
Government are focussing attention on 
this point, but I would ask them to 
take note of one or two things.

For instance, floods and the condi
tion of the port of the city of Cal
cutta requiring an expenditure of 
crores of rupees. You have to help 
the people. You have to bring dred
gers to dredge the port because it has 
been silted up. But the whole thing 
could have been avoided if the Far- 
raka Barrage was completed. Some
times we are penny wise and pound 
foolish. Let us try to avoid being 
penny wise and pound foolish in this 
matter, because it is necessary that 
we must start thing6 even if they are 
of a long-term character. I know that 
the Finance Minister and the Cabinet 
are looking into this matter, but I 
would merely ask them to take parti
cular note of such schemes and also 
schemes where bunds are required to 
be set up to prevent floods. Sometimes 
there are quite small things which 
are not done and which result in pay
ment of money from our coffers by 
way of relief. There are many such 
items I know that our minds are 
exercised about it, but we have to 
move swifter with it.

Before I conclude, let me say that I 
support fully the Wealth-Tax B ill as

it stood. So far as the alterations 
made by the Select Committee are 
concerned, some of them are food 
whereas others are not. X would still 
plead to the Finance Minister to look 
into them. If he cannot at present do 
very much, at least I would request 
him to make suitable changes, because 
unless that is done it may happen that 
this Wealth Tax Bill—let us hope that 
it won’t—might follow the way of the 
Estate Duty A ct Let us hope that it 
does n o t Let us hope that the antici
pations of the Finance Minister, his 
dreams, come true. But there is fear 
in the very manner in which the BUI 
stand changed with the loopholes 
that are still there that at least the 
amount anticipated may not be realis
ed. I hope the Finance Minister w ill 
put his mind to this and, if possible, 
before this Bill is passed make at 
least one or two changes to restore 
some of the essential features of the 
Bill that he placed before this Home, 
and which was hailed in this country.

With these words, Sir, I support the 
main features, I support the wealth 
tax as it was proposed in the Bill 
placed before this House, and I hope 
that at least some of the amendments 
wiU be accepted.

Shri B. S. Marthy: Mr. Deputy-
Speaker, Sir, I welcome this B ill and 
request the Finance Minister, as has 
been done by the previous speakers, 
to see whether the B ill could not be 
made to conform to the principles and 
the provisions of the original Bill 
introduced in this House.

Sirj wealth tax is inevitable, and it 
is an inevitable corollary in view  
of t the fact that India has 
chosen the socialistic pattern of socie
ty as its goal. In a socialistic pattern 
of society there should not be any 
section which is having a lot of 
wealth, perhaps, not able to digest 
and another section always suffering 
from hunger. Therefore, it is but pro
per that all the people who are capa
ble of giving should come forward to 
pay taxes and see that the country’s 
economy is not jeopardised.
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Again, the country is pasring 
through a crisis at the present junc
ture. We want money for the fulfil
ment of the targets of the Second 
Five Tear Plan. We want money to 
see that people who are not able to 
have two square meals a day are 
given at least one square meal a day. 
We also must have money to see that 
all the undertakings so far committed 
to by the Centre or by the State Go
vernments fulfil their targets. There
fore, wealth tax is inevitable, essenti
al and I congratulate the Finance Min
ister for having taken courage into 
both hands and brought this Bill ^iere 
inspite of lpt of adverse criticism.

Sometimes people think and speak 
cm behalf of the common man. Very 
often the common man is very un
common to be found in this country. 
Everybody is trying to talk in the 
name of the middle class. I am un
able to see where exactly this middle 
class exists. There is another invidious 
distinction; they say upper middle 
class and lower middle class.

An Hob. Member: Middle middle
class.

Shri B. S. Murthy: I hear someone 
whispering middle middle class. 
Therefore, if I am to be excused, many 
distinctions are used or misused by 
those who want to make profit out of 
the present situation through which 
India is passing.

With regard to this Bill, I am very 
unhappy at the work done by the 
Select Committee. I do not think any 
Select Committee has done so much 
injustice to the trust reposed in the 
Select Committee as the one which 
has gone into this Bill and pruned 
not only the exterior but also the 
Interior. The core also has been re
m oved out of this Bill.

An Hon. Member: Then what re
mains?

Shri Narayanankutty Menoa
{Mukandapur&m): ‘Pruning’ is very
mild.

Shri B. S. Murthy: Some friends
Have also been talking about joint 
Jamiliea. Exemption has been given

up to a limit of Rs. 4 
lakhs. They want to give 
more exemption. One friend, who has 
been a member of the Select Commit
tee, has even tried to say something 
very curious, something very unten
able, something very wrong. He says 
that he feels, with the introduction of 
the wealth-tax the concept of socia
listic pattern of society w ill go into 
direct conflict with the fundamental 
principles of the Constitution, which 
in article 39A says that the citizens, 
men and women equally, have the 
right to adequate means of livelihood.
I cannot understand the logic of this 
friend.

The fundamental right of any citi
zen is to live fairly and squarely. Any 
institution, any law, any innovation 
which is in the way of a fair and 
square living of the common man 
should be removed lock, stock and 
barrel. He may be a capitalist, he may 
be an ex-ruler, as long as he does not 
contribute to the common good of the 
common man he has no right to exist 
in this socialistic pattern of society. 
It may be too harsh, but India is being 
driven to that end.

Therefore, as far as joint families 
are concerned, I do not think any 
more exemptions are needed. And, aa 
I was telling my friend Shri Bharu
cha, joint families are a passing phase 
like the ex-rulers in this country, 
because they do not exist, they can
not exist, they have failed. They have 
existed wnen they were needed. They 
are now out-moded, and in this socia
listic pattern they have no place. 
They cannot exist and they should not 
exist either in a democratic pattern 
or in a Communist pattern. In a demo
cratic pattern the individual is becom
ing more the unit where he has to 
give his consent, whereas in the 
Communist pattern, as is known, the 
hegemony of the party is more promi
nent than the individual, the family 
or the society as the case may be. 
Therefore, in either case the ex-ruler 
or joint family has no place to exist.

Then, I cannot understand why we 
should have a special consideration to 
ex-rulers. Their privy purse is being
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exempted and heirlooms like jew ellery
are being exempted. Their places are 
also being exempted. I w ant to tell 
the House that in A ndhra we have, 
though not exactly rulers, zamindars 
who do not live in their own palaces. 
I had been to Viyyur. I had been to 
Pithapuram. I had been to Venkata- 
giri, and I had once been a guest of 
my friend here, in this House, Shri 
V. Raju, the M aharaja of Vizayanaga- 
ram. All these palaces are  today de-
serted. Lots of money have been in -
vested in them, and I do not under-
stand why the Finance M inister does 
not think of making good use of these 
palaces I think the time has come 
when these palaces should be acquir-
ed and made as places of resort for 
the people. Especially in Viyyur there 
are nearly a dozen and odd palaces 
and a few crores of rupees have been 
sunk in that village-cum-town. 
Therefore, the Government should 
take note of it. Why should we not 
make use of those palaces which are 
the properties of ex-rulers and why 
should we exempt them?

In the same way, the privy purse 
is a gift of the people to the ex-rulers. 
It may be given by the Government 
or a ruling party, bu t when the peo-
ple are themselves suffering, w hat is 
the fun of saying that the covenant 
is there and that therefore the privy 
purse should not be touched? Today 
we are going here and there and are 
trying to get help from other coun-
tries. When there is money available 
here, and when the money belongs to 
the country and its people, why should 
not the ex-rulers come to the rescue 
of the people and help them in their 
endeavour to fulfil the targets of the 
second Five Year Plan. If they are not 
generous, if they are selfish, it is high 
time that the country and the people 
and this Parliam ent took note of it 
and  tried to do something so th a t the 
privy purse is either reduced or con-
fiscated. A fter all, it is people’s 
money. I think it is Dr. Schott of Ger-
many who said that it is the people’s 
money and, therefore, if the people 
•an&ot pay, nobody need find fau lt

with them. Therefore, 1 say th£t the
privy purse also m ust be brought 
into the purview  of this B ill and  it  
should be seen th a t the  palaces a re  
made good use of and used for the- 
good and betterm ent of the  people.

I should like to say ju s t a  few 
words about the houses in th e  town 
and houses in the ru ra l areas. Peo-
ple are try ing to  say, “w hy should 
you not have a house in town and' 
then get the same exemption as th e  
house which a man has bu ilt in the- 
r u ra i  area?” B ut India is m ainly a 
country of villages and tfiese towns 
are parasites on these villages. The- 
richer a town is, the w eaker its su r-
roundings. Therefore, it  is h igh time- 
that we taxed each and every house 
in a town and saw tha t the money 
is spent on the people who live in the- 
ru ra l areas.

Shri Supakar (Sam balpur): W hat
about Asoka Hotel?

Shri B. S. M urthy: Asoka Hotel is
one of the many things which India 
needs, and for tha t money is neces-
sary and the rich people m ust be 
taxed. The houses in towns m ust also- 
be taxed. Therefore, Asoka Hotel is 
one Where the money spent is not in 
vain. It is money spent for the good' 
of the country. I hope Shri Supakar 
who comes from  Orissa w ill appreci-
ate how the Chilka Lake has been 
a thing of beauty in th a t p a r t of the 
country in spite of its dangers.

Therefore, in conclusion, I would' 
like to suggest to the hon. F inance 
M inister th a t he should no t yield an y -
more. He has yielded to the m axi-
mum. And now, any m ore yielding 
will be injurious to the interests of 
this country. W ith these words, I 
support the Bill.

Shri M. R. Masani (Ranchi—East): 
Mr. Deputy-Speaker, Sir, a colleague- 
of mine pointed out to me this m or-
ning tha t he had taken the trouble to- 
count the num ber of tim es the hon. 
Finance M inister favoured m e with a* 
personal reference yesterday, and that-
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file num ber wa* n® lew  than  &2. The 
suggestion was m ade th a t I  m ight 
utilise this occasion to  reciprocate. 
My answ er was that, in any event, it 
is im portant on the floor o f this 
House tha t we should be impersonal 
and discuss issues and  not personali-
ties. In  a way, even this morning, we 
have had  enough of an exchange of 
personalities and I  th ink it w ill suffix 
my principle of avoiding any refer-
ence either to the Finance M inister 
or to any other individual.

W hat I would like to do to confine 
myself to one particu lar aspect of this 
Bill.

Mr. Deputy-Speaker: I might in te r-
vene here. Those references w ere 
very unfortunate. I appreciate the 
policy of the hon. Member, and I 
would advise others also to follow the 
same. B ut P andit T hakur Das B har-
gava felt it very much—th a t the 
amendments tha t he had moved were 
not even answ ered by the hon. F in-
ance Minister. The Finance M inister 
had w ritten to me th a t because there 
was no tim e available he could not 
refer to them. Otherwise, he did not 
mean any discourtesy to the hon. 
M ember or to the House. He indeed 
w anted to reply to them, b u t there 
was the guillotine to b e ‘ applied, and 
the time was very short. When we 
ourselves fix a tim e-lim it, there is 
certainly that helplessness w ith the 
Speaker, be he on this side or the 
other. Therefore, that also should be 
appreciated.

Then, another hon. Member took 
th a t point and he gave a h it which 
was not justified a t all. He used the 
word ‘im pertinence’ w ithout knowing 
w hether really it was also the official 
w ork in which the hon. M inister was 
engaged. He m ight be busy in the 
other House. So, the hon. Member 
should first ascertain the cause of the 
absence of the Minister, and in his 
absence, a representative of the Gov-
ernm ent is taking down notes.

Shri Supakar: How can w e konw 
it?

Mr. Deputy-Speaker: He should
w rite to me. He had raised th a t point

105a *

when the M inister w as no t there.. H« 
ought to have enquired Into it  then, 
and subsequently he could have had ' 
no justification of m aking any re -  
marks._ These things would not add 
to the  dignity of the House. This 
should not be resorted to w ith o u t 
knowing all the facts which are there.

Therefore, I would request the  hon. 
Members to exercise some restra in t 
and, as Shri Masani has said,—he said' 
tha t he would be impersonal—they 
should all follow th e  same rule.

Shri Masani may continue his- 
speech.

Shri M. R. Masani: My in terest is- 
in w hat is right, as to w he-
ther the Bill is right or certain 
aspects of it are correct and not w h o 1 
is right. The point on which I would 
like to  focus my rem arks is one p ar-
ticular topic which I have covered in 
the M inute of Dissent which 1 fo u n d 1 
it necessary to w rite to Che report of 
the Select Committee. So far as other 
points are concerned, they form  
the subject-m atter of amendments, 
im portant as they are, and they will 
be placed before the House when we 
come to the clause-by-clause conside-
ration of the Bill.

The topic I would refer now is the  
inclusion in the Bill of a category of 
institutions which should not form- 
logically or in principle a p a r t of the- 
w ealth-tax. I refer to the investments 
made by individuals in joint-stock 
corporate enterprises. Now, it is true 
tha t we do not have to go by Mr. 
K aldor as Shri Naushir Bharucha has 
said, bu t when we adopt a m an's 
idea, it is just as well to stick to the- 
foundation or the integrated thinking 
on which certain proposals a re  based.

The w ealth -tax  is a tax on the p er-
sonal w ealth of individuals. I t has no* 
relevance to sm all investments m ade- 
by small people in their thousands in 
joint-stock companies for certain  
lim ited purposes. The extension of th is- 
tax  to companies is, therefore, both* 
illogical and unprincipled. There are,, 
apart from  this general objection, 
specific reasons why companies should ' 
not be brought w ithin th is context. 
The only reason given so fa r for in -



:ro5*9 W ealth-Tax «8 A va u sn ^  m i M H,tNY 10530

[Shri M. R. Masanl] 
eluding companies is that there is 
BÔ ythlny peculiar about the economic 

-structure of India which justifies this 
departure from sound principle. I 
have been waiting for the last few 
weeks to be told what is so peculiar 

.about the economic structure of India 
iha t what not be legitimate in a 
Wealth-tax elsewhere becomes legiti-
mate here. I do hope that some reply 
will be forthcoming to this question 
as to what is this peculiar phenome-

non, which justifies the extension of a 
tax to a class of organisations to 
which it cannot legitimately be ap-
plied

What are the specific reasons why I 
•deprecate the inclusion of companies 
within the wealth-tax? Mr. Bharucha 
has obligingly given a very fair sum-
mary of those reasons. He pointed out 
that the first of these reasons was 
double taxation. He says he believes 
in it I do not believe that the same 

-wealth belonging to the same person 
should be taxed twice in the same 
context The position of a man who 
happens to have Rs 2 lakhs in the 
world and who invests it in a joint- 
stock company is that he not only 
pays tax on the Rs. 2 lakhs as an indi-
vidual, but in addition, so far as his 

.holdings in the company are concern-
ed, he pays another half per cent on 
that particular investment.

The Bill, as reported by the Select 
Committee, does give relief It gives 
relief to a certain class of monied-man 
who has investments in shares, but 
very oddly, in a socialist pattern of 
society, that exemption is given to 
those who possess Rs. 22 lakhs or 
more, not to those who possess any-
thing from Rs. 22 lakhs down. Part II, 
Buie 2 of the Schedule lays down a 
ceiling which says that people will not 
be made to pay more than 1.5 per 
•cent. If one examines the schedule, 
one realises that this relief from 
double taxation—I think it is to be 
welcomed and I suppose people who 
«arn more than Rs. 22 lakhs are also 
"human beings, even though Mr. 
Murthy does not concede them the 

.right to live in a socialist pattern—

I would suggest H ut it is very odd 
in a socialist pattern that relief 
from double taxation is given to 
a class of people who are the meat 
wealthy of all the wealthy peo-
ple. If they are entitled to relief 
from double taxation, certainly a man 
who has Rs. 2 or Rs. 24 lakhs, in n jr  
view, would appear to be much matm 
eminently desirable subject for relief.

On the other hand, there are small 
investors who do not possess either 
Rs. 2 lakhs or Rs. 1 lakh or even 
Rs. 20,000 in the world. I have got 
statistics in regard to various cate-
gories of compaines, published by the 
research and statistics branch of the 
Reserve Bank of India, to show 
that an analysis made of public limit-
ed companies reveals that a large 
amount of shareholding belongs to 
very small people. 1 should like to 
refer to just one series of figures given 
by the Reserve Bank in regard to the 
holdings and shares in Bombay city. 
They show that 59" 51 per cent of the 
shareholders were persons whose 
monthly income is below Rs. 866; 17* 5 
per cent were persons whose monthly 
income is between Rs 600 and 
Rs. 1,250; 13*2 per cent were persons 
whose monthly income is between 
Rs 1,250 and Rs. 2,500 and only 9*8 
per cent of the shareholders were per-
sons whose monthly income is Rs. 
2,500 or more

I will answer the next question 
about the quantum of the holdings. 
The survey goes on to point out that 
more than 73 Der cent of the total 
number of shares, the quantum of the 
holdings, were held by income groups 
below Rs. 2,500 per month and only 
27 per cent of the shares m toto were 
held by what you may call rich 
people.

Shri T. T. Krishnamachari. Is he 
referring to any company?

Shri M. R. Maaani: No; this is aboul 
shareholders in Bombay. There may 
be a man having Rs. 10,000. He hai 
the option of bying gold or jwellerj 
or he may put the money in a bank 
He may invest it in a plot of land oz 
buy a few shares in a corporation. 1 
suppose it will be agreed that bj
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investing m osey in a corporation and 
producing wealth in  this country, 
•bout which w e are also keen, he has 
not com m itted a crime, which he 
would not com mit if he kept the 
money in  a less productive way. On 
the  contrary, I  suppose th a t a citizen 
who invests his savings in industrial 
production, ra th e r than  in ostentatious 
living or in buying gold or jewellery, 
Is a w orthy citizen whom we should 
a ll cherish.

W hat is the position of a man who 
has Rs. 10,000 or Rs. 20,000? If he 
does not pu t any money in  the com-
pany, the w ealth-tax leaves him  com-
pletely untouched. He does not come 
anyw here w ithin miles of the w ealth- 
tax. B ut the moment he buys one 
share of a company, he pays a certain 
am ount under the w ealth-tax . 
I m ust confess that the illogic of 
this, the injustice of this, the 
disincentive th a t this gives to p ro-
ductive saving in this country some-
th ing which I consider appalling. I 
th ink it  would be a sham e if this 
Bill w ere to be allowed to  pass w ith-
out this blemish being removed.

I have talked about disincentive to 
saving. I do not suppose this country 
ever needed people who can harness 
th e ir  savings and pu t them  into pro-
ductive use as it does now. I would 
imagine an enlightened policy would 
lie in giving every incentive to people 
to pu t money into productive en ter-
prises, so tha t this country m ight 
thrive. A t this juncture, for a disin-
centive to be given, for a penalty to 
be imposed, means that, if today I 
happen to have a share and I sell it 
and  put the money in some other 
unproductive way, then I escape. 
But if I put the money in a produc-
tive enterprise, so th a t m ore w ants of 
the people m ay be met, I m ust be 
punished for this m eritorious act!

I t is quite obvious tha t the ex ten-
sion of th is tax  to companies, to  the 
ex ten t th a t it applies to those who 
are  outside the purview  of the tax, 
those who do not possess Rs. 2 lakhs 
o r  something like that, is definitely a 
blow to incentives to saving in our 
country.

I am  very glad th a t shipping com-
panies, banking companies and invest-
m ent houses have been excluded from  
the scope of the  Bill. To th e  extent 
th a t any  relief is given to  any c la n  
of industrial enterprise, i t  m ust be 
welcome, even if some injustice is 
done in the  process. B ut th e re  again, 
i t  is difficult to justify  this distinction. 
I  w as glad to vote for the exem ption 
of these companies, because I believe 
th a t all companies should be exem pted 
and if we cannot secure justice for all, 
le t us a t least have it fo r a favoured 
few. B ut w hat is the ground of dis-
tinction between a shipping company, 
a  machine tool factory, a  locomotive 
factory, a cem ent factory or any o ther 
factory producing the needs of this 
country?

I t is said th a t foreign exchange is 
being saved by shipping. Certainly, 
bu t is not foreign exchange saved by 
steel companies, cem ent companies 
and other companies, which also pro-
duce in this country m aterial tha t 
otherw ise would have to be imported? 
I th ink  the hon. F inance M inister— 
I  am  referring  to him  in an apprecia-
tive way this tim e—referred  a few 
days ago in this House or in the 
Select Committee to the  saving th a t 
is m ade w hen a steel p lan t in  this 
country doubles its production by 
w ay of crores and crores of foreign 
exchange. Surely if a shipping com-
pany saves foreign exchange for this 
country, every factory w hich replaces 
imports, which otherw ise would entail 
foreign exchange expenditure, also 
serves the country in the same way. I 
for one do not feel th a t th is distinc-
tion between shipping companies on 
the one hand and the others which 
serve the country equally vitally in 
o ther sectors of our economy is one 
th a t can be justified except purely on 
grounds of sentiment.

An Hon. Member: The question of 
protection is there.

Shri M. R. Masani: I th ink  th a t all 
enterprises tha t save India from  a 
foreign exchange drain  deserve pro-
tection to the same m easure. H ie  real 
reason for the extension of this tax  to 
companies is to be found in  a rem ark
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made by Mr. Bharucha: "We need
money for the Plan.” He justified it. 
B ut I cannot. I cannot understand 
this policy; "Let us take it  w here we 
find it". Let us be quite frank. The 
policy of applying this Bill to lim ited 
companies is a policy of grab. I say 
that because money th a t is in the tills 
of public corporations is money that 
is kept in proper books, money that 
cannot be hidden, as money can be 
hidden by private rich people who are 
not conforming to the laws of this 
land. “Since the money is there, let 
us grab w hat we can out of it.” That, 
Sir, seems to me to be only justifica-
tion for this particular aspect of the 
Bill. Since such a policy I do not 
wish to be a party  to, I would like to 
record my protest and my opposition 
to the extension of this Bill to any 
companies whatsoever.

Shri Bimal Ghose (Barrackpore): 
Sir, in this particular case, it  is a 
strange phenomenon that we w ant to 
give the Finance Minister more reve-
nue which he is not w illing to accept.

An Hon. Member: W hat is your
contribution in th a t revenue?

Some Hon. Members: No personal
reference, please.

Shri Bimal Ghose: I w ill refer only 
to two or three m atters, because there 
are certain other sm aller things which 
we may take up at the clause-by- 
clause consideration stage.

Firstly, w ith regard to taxation on 
companies and secondly, the limit 
w ith regard to individuals. The hon. 
Member, who just preceded me, tried 
to make out an eloquent case against 
extension of the provisions of this 
Bill to companies and he stated that 
this was unprincipled and illogical. I 
do not understand w here the illogi-
cality or unprincipledness of the case 
lies. Because, w hat is our objective? 
W hat is the practice abroad in regard 
to  taxation on companies.

Let us first take  th e  H cond point: 
w hat is the practice abroad? Is th is 
the first country in  the w orld  th a t la 
imposing a tax  on w ealth  and  a tax  
on the w ealth  of companies.

An Hon. M ember: Yes.

Shri Bimal Ghose: There a re  o ther 
countries also in  the  w orld. Tor 
example, Iceland. I t m ay be said, it  
is a sm all country. I w ill take N or-
way. I w ill go fu rth e r and quote 
West Germany. I have found m any 
of m y capitalist friends appreciatively 
quoting the  exam ple of West G erm any 
w here production is proceeding apace, 
w here there is great wealth. There 
also, companies are taxed. If it w ere 
the contention th a t the taxation on 
companies severely restricts savings, I 
should have imagined th a t in West 
Germany, it would not have been 
adopted.

This question of savings w e have 
to analyse: why and to w hat extent 
a re  savings likely to be affected. Is 
it quite sufficient to say tha t any taxa-
tion w ill have a disincentive effect? 
I believe it was some financial jo u r-
nal or some financial house in 
Calcutta who gave the opinion on the 
W ealth and Expenditure taxes, tha t 
they will probably encourage savings 
and investm ent. Of course, others 
m ay not agree. But, th a t is not the  
opinion of either a socialist o r a com-
munist. As regards this taxation on 
companies, I say, therefore, th a t there 
is no principles involved as such.

The question is, w e have certain 
objectives in taxation. If our objec-
tive is (a) tha t we w ant money for 
certain purposes, and Cb) to reduce 
inequalities, I .say, the w ealth -tax  is 
a very desirable tax. Of course, if 
our objective is not to reduce inequa-
lity, by no m eans should we impose 
the w ealth-tax.

Then comes the question, w hether 
companies should be brought under the 
purview  of the tax  and w hether cer-
tain companies should be exempted. 
Take the question of losing companies.
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I do not know why the Finance Min
ister accepted that amendment «t the 
Select Committee stage. Because, I 
should like to say that in the present 
situation in India, probably there  is 
something to be said lor not exempt
ing any companies. My reason is this. 
Firstly, w hat happens about taxes? If 
there is a tax  on the  income of, let 
us say, a losing company, w hat will 
happen? I t will have to come out of 
the company. There is no profit. 
Therefore, it w ill have to be a part 
o f the cost. W hat is the company 
losing as such? W hat it w ill mean 
w ill be, if tha t business is not going 
out of existence altogether,—there is 
no prospect of tha t in India today 
because the country is insulated from 
foreign competition—that the burden 
w ill be passed on to the consumer. 
You may object to tha t on that 
ground. I can understand th a t we do 
not w ant the burden to be passed on 
to  the consumer and therefore, the 
losing concern should not pay. But, 
the re  is no point in saying tha t the 
losing concern w ill be in a very diffi-
cult position because they have to 
pay the tax.

I say that it would not be a bad 
thing if prices w ere to rise a little. The 
Finance M inister has been imposing 
excises w ith a view to raise the price 
of articles so as to restrict consump-
tion, and for the purpose also of 
encouraging export of those com-
modities. Therefore, on economic 
grounds, on theoretical grounds, in 
the position in which we are today, 
w ith the economy as it is today, I do 
not see there is any justification for 
excluding losing companies from  the 
purview  of the tax. Therefore, I am 
opposed to this provision.

As I said, there is no reason why 
companies also should not be taxed. A 
lo t is said about incentive and sav-
ings. I should like to say, in this con-
nection, one thing about the private 
sector. When reference is m ade to 
th e  private sector, it  is to the organis-
ed  private sector w e refer to. I do not 
exactly rem em ber the figures; I  have 
not looked a t them. Hon. Members

who have read the Second FUua w ill 
have seen that there is an estimate of
investm ent in  the organised private 
sector. The estim ate is about 
Rs. 720 crores or something like that. 
Out of that, the private sector is find-
ing out of its own resources only 
Rs. 160 crores. The balance is found 
either from  out of reserves for which 
the private sector as such, apart from  
the profits*that it makes, is not res-
ponsible or from  institutional organi-
sations like N.I.D.C., I.F.C., S.F.C., 
etc. The capital th a t is proposed to be 
raised from the public is only Rs. 80 
crores. Loans and other things from 
managing agents, etc., is Rs. 80 crores: 
Rs. 160 out of Rs. 720 crores. W e have 
also to recognise th a t this organised 
private sector is responsible fo r only
8 to  9 per cent, of our national income. 
We get excited as to w hat will happen 
to the private sector. Therefore. I say 
th a t the consideration th a t we show is 
out of all proportion to  the im port-
ance and contribution of this sector 
to the national economy.

Then, I come to the question of 
individuals. Let us be clear tha t this 
Bill is not going to affect any small 
man or a medium-sized man or a per-
son w ith medium wealth, and so on. 
The persons who are going to be 
affected by the Bill as it has come to 
the House from the Select Committee 
are those who own more than about 
Rs. 5 lakhs in wealth.

Shri C. D. Pande: Rupees 3 lakhs on 
the outside.

Shri Bimal Ghose: I ask hon. Mem-
bers to consider w hether we’ are doing 
anything very great in  imposing a 
taxation on people who own, let us 
say, from Rs. 4 1|2 to 5 lakhs in 
wealth, if one of our oBjectives is,— 
I dislike the w ord socialistic pattern— 
to reduce inequalities of income and 
bring about a socialist society. Let us 
say that tha t is not our objective and 
then let us criticise this measure. If 
tha t is our objective, I do not see th a t 
there can be any valid objection to *  
measure of this sort. The objection 
can only be that it does not go fa r 
enough. Do we think th a t in a coun-
try  like India, a person who has a net
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wealth of about Rs. 5 lakhs Is an 
average person? If  he is not, then, 
le t us shed no tears about this Bill. 
I  hope that it should be our desire to 
bring down the disparities, to lower 
the disparities in  income and there-
fore the lim it should be brought 
down. Even in the original Bill when 
it came before this House, the exem p-
tion limit was Rs. 2 fakhs. There 
were exemptions in the original Bill 
also.

16 hrs.

These exemptions have been enlarg-
ed in  the Select Committee stage. 
Therefore, I propose th a t the exem p-
tion limit should be reduced, a t least 
in conformity w ith the tex ture of the 
Bill, as it was presented in the House 
in its original form. I suggest th a t it 
may be reduced to Rs. 1 1|2 lakhs. I 
should be happier if the Finance Min-
ister agrees to the suggestion of my 
communist friends tha t it should be 
brought down to Rs. 1 lakh. I think 
the Finance M inister may not accept 
it. So, I have moved an  am endment 
to bring it down to Rs. 1 1(2 lakhs.

Now there is one point on which I 
w ant to say a few words and tha t is 
about sm all savings. I do not under-
stand why there should be exemption 
only in the case of small savings. 
There was a proposal in the Select 
Committee about bank deposits, but it 
was not accepted. I can understand 
the  Finance M inister saying: the
public sector requires money and ex-
emption of the  small savings will bring 
some money to the public sector. If 
the objective is satisfactorily satisfied, 
then I have nothing to say. But I 
should like to know from the Finance 
Minister w hat is the am ount of money 
that he expects the public sector to 
get by this exemption. He has p arti-
cularly to rem em ber th a t this w ill be 
a one-time gain because once an asses-
see has purrhased sm all savings up to 
the amount of the exem ption limit, 
then in subsequent years he w ill not

purchase any more because that w ill 
not bring any exemption. Therefore, 
the gain is only once for All and the 
expansion in public subscription 
through thin channel w ill turn out only 
during the first year and not during 
subsequent years.

16.03 hrs.

[Mr. B arm an  in the Chair]

I  should like to know from  the F in -
ance M inister w hat is the  am ount that 
he expects in one year by giving this 
exem ption and w hat is the am ount 
th a t he w ould be losing year by year 
by granting this exemption. If 
th e  Finance M inister is convinced th a t 
the first year w ill bring in  m ore, I 
shall leave it a t that. B ut if the objec-
tive for which he w anted this exem p-
tion is not being fulfilled, I w ill not 
support th a t provision.

Now I come to the exem ption tha t 
is given to the rulers. I w ant to  know 
w hy it  is being given and w hy it  was 
not incorporated in the original Bill. 
Is it the idea th a t the constitutional 
provisions require it? Or is it  on 
grounds of equity? If it is on grounds 
of constitutional provisions, then w hy 
was it not introduced earlier? Was 
the omission detected later? If it is 
given on grounds of equity, then  we 
can have difference of opinion because 
I believe that on grounds of equity no 
special treatm ent should be given to 
them. But if it is because of the cons-
titu tional provisions, I should like to 
be satisfied why it was not incorporat-
ed in the original Bill? Had it escap-
ed the notice of the Law M inistry? If 
it is so, then of course I will accept 
it.

Shri T. T. K rishnam achari: May I
in te rrup t you for a m inute? There is 
no constitutional provision against the 
imposition of tax  on ru lers because 
we have not exem pted them  totally. 
The exemption is only partial. There 
is, however, article 362, w ith which, I 
am  sure, the hon. M ember is familiar. 
Before I reply to the hon. Member's 
point, m ay I request him to re-reed
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articles 362 and S63. Then, I  suppose, 
he  w ill be In a  b e tte r  position to  
appreciate w hat I am  saying in  this 
m atter.

S hri Bimal Ghose: I am  not a con-
stitu tional lawyer. W hat I was saying 
w as th a t if it is a constitutional obliga-
tion, it should not have escaped the 
notice of the  Law M inistry originally 
w hen the Bill was brought before the 
House.

S hri C. D. Pande: Even now it  is 
being taxed.

Shri T. T. K rishnam achari: I t is not
a question of it escaping the attention 
of the Law M inistry because I still feel 
th a t there is no constitutional prohibi-
tion.

Shri C. D. Pande: There is a m oral 
obligation.

Shri T. T. K rishnam achari: There Is 
no constitutional prohibition. As the 
hon. M ember is aware, articles 362 and 
363 a re  the relevant provisions. P rob-
ably it is the provisions of article 362 
and the pre-em ptive w ording of a r ti-
cle 363 th a t has impelled people to 
suppose this. We w ill have to  exa-
mine that.

Shri Bimal Ghose: As the hon. M in-
ister has stated, we w ill have to exa-
m ine that. My point is th a t if it  was 
given on grounds of equity, then  it is 
not treating  other people equitably.

Shri M orarka (Jhun jhunu): Mr.
Chairman, from the various m inutes 
of dissent appended to the Select Com-
m ittee Report and from the debate 
which has been going on in  this House 
this afternoon, you m ust have noticed 
th a t the m ain issue of controversy in 
this W ealth-Tax Bill is w hether this 
tax  should be imposed on companies 
or not and, secondly, w hether any 
exem ption should be given to the ru l-
ers or not.

Much has been said about th if tax  
on companies and I  feel th a t yet some 
of the  salient points about tht« Bill 
have not been explained. There w ere

tw o extrem e views before the  Com-
m ittee. One view was th a t companies 
should be to tally  exem pted and  th a t 
no w ealth-tax  should be levied on 
companies. The second view  w as 
th a t w ealth -tax  should be imposed on 
companies, as i t  is imposed on the 
individuals in a progressive m anner. 
The Select Committee, a fte r consider-
ing all these views, and considering 
the evidence th a t was tendered before 
it by the people who knew  something 
and who have authority  to say 
som ething about companies, has come 
to the deliberate conclusion tha t a via  
media  should be followed, w hat is tax  
on companies should be imposed but, 
a t the same time, certain  exemptions 
should be given so tha t hardship to 
companies m ay be avoided.

Before I go into the various aspects 
of this company taxation, I beg the 
indulgence of the House to explain 
how these companies are form ed and 
w hat was the case for exem pting them  
from the purview  of this w ealth tax. 
A few persons get together, bring 
their money together and they create 
a legal person, a corporate entity. A ll 
of them  contribute their capital and 
against that, they take shares and 
thus create a legal person, in whose 
nam e they trad e  and carry  on their 
business. By doing so, they get two 
advantages. The first advantage of 
corporate en tity  is th a t of lim ited lia-
bility. The second advantage is cor-
porate finance. Let us m ake no mis-
take of these advantages; they are 
undoubtedly very valuable; they are 
conferred by the State. Every year 
therefore corporations have to pay a 
tax  called th e  corporation tax. This 
tax  is borne by the corporation 
because it is given special privilege 
by the State.

Now, having said this, I m ust try  
to place before you the case of th e  
people who advocated before us com-
plete exemption for the companies 
from  the purview  of th is tax. The 
first f^oint was, as has already  been 
stated, tha t a levy of w ealth -tax  on 
companies inevitably m eans double 
taxation on the people, who, on the ir 
w ealth  are  liable to pay w ealth -tax
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o r it would brine into its fold people 
who are otherwise exem pt or beyond 
the purview of this tax. In other 
words, if the total w ealth  of a person 
in the whole world is only about 
Rs 20,000 and if he is otherwise 
exempt, not liable to pay any tax, if 
he invests his Rs. 20,000 in a com ' 
pany, then, merely because he invests 
his money in a company, he is liable 
to pay a tax of 1/2 per cent., which 
according to them, would discourage 
people from investing in joint stock 
companies. Not only that, it will even 
encourage people to w ithdraw  their 
money from joint stock companies, In 
ordeT to escape the w ealth-tax  They 
would sell their shares and invest 
their money on some other purpose. 
Similarly, the person who is liable to 
pay w ealth-tax m his own right first 
of all pays the tax because he holds 
the shares of the company, because 
those shares are his personal assets. 
Again the tax is paid by the company 
the assets of which are represented 
by the shares already taxed. That 
means the same wealth suffers doub’e 
taxation Make no mistake. Income- 
tax can have an elem ent of double 
taxation, it makes no difference, but 
a tax  of this nature, which is of a capi-
tal nature, which is of a confiscatory 
nature, cannot be imposed twice. The 
only test you can apply, in their opi-
nion, is w hether a particu lar wealth 
has been taxed or w hether it has 
escaped taxation. If you apply this 
test, they say you w ill find that there 
is no justification a t all fo r taxing the 
companies. The w ealth  of the com-
panies is already taxed in the hands of 
the individual shareholders who are 
holding the shares. Then why tax  the 
same wealth again in the hands of the 
company?

The hon. friend who preceded me 
said that the w ealth -tax  can have only 
two purposes, and no more. E ither it 
is a revenue-earning measure, or it 
has a socialistic purpose. So fa r  as 
the  companies are concerned, it 
have only one purpose. You can pu t 
th is tax  on the companies for raising

revenue. I t is easy to  collect the 
revenue as it  is an  organised sector 
and you are sure of w hat you are 
going to collect, bu t the re  can be no 
social purpose a t  a ll in pu tting  this 
tax  on the companies. Even if you 
w an t to reduce the inequalities, the  
inequalities th a t m atte r in Society are 
only of the individuals and not of com-
panies. By reducing the inequalities 
of companies w hat do you achieve? 
You m ay cripple the companies, you 
m ay disturb their productive purpose 
and only put things out of gear. And 
w hat do you gain? In m y hum ble 
opinion, there was a very strong plea, 
a very impressive plea, th a t so fa r  as 
companies are concerned, it is not only 
tha t there is a double taxation in the 
case of this w ealth  tax, b u t also the 
levy cannot have any social purpose

Let S h n  Bharucha be under no m is-
apprehension tha t the shares of a com-
pany go scot-free, as the shareholder 
would be taxed ju st the same w ay 
as any other person If he holds 
shares in a company, the  value of the 
shares would be determ ined not only 
according to the paid-up capital of the 
company, bu t according to  the m arket 
price of the shares, and if the m arket 
price on a particular day includes 
consideration for the reserves and for 
the goodwill of a company, the share-
holder w ill have to pay a tax  on all 
that. Therefore, when you are  
exempting companies from tho p u r-
view of this tax, you are not exem pt-
ing any one in any sense of the term

The hon. Finance M inister, somehow 
or other in the very beginning w hen 
he introduced the Bill included the 
companies, though he him self was 
halting. I would read only one line 
from the speech he m ade w hile p re-
senting the Budget. This is from  
paragraph 59. He said: “The w ealth- 
tax is intended prim arily  as a m easure 
of personal taxation, bu t in the pecu-
liar economic structure of India, I 
consider i t  advisable not to exclude 
companies from  the purview  of this 
tax .” W hat those peculiar conriitinna
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In th is country are, th e  F inance Minis-
te r  has not explained, bu t th e  F in-
ance M inister did tell us, and it  car-
ried  conviction to  a ll of us, th a t the 
revenue consideration is a very strong 
one, and there  is no doubt th a t the 
m ajo r portion of the revenue under 
th is Bill is going to come from  the 
companies.

A rgum ents have been advanced 
here th a t th e  losing companies should 
not have been exempted. W hat is the 
philosophy behind exem pting the  los-
ing companies? A very  strong plea 
was m ade before the Select Commit-
tee th a t this w ealth -tax  which is an 
annual feature, though a tax  on 
w ealth, must come out of the accruals 
and not out of the w ealth  itself, not 
out of the corpus. Now, even after 
hearing all the argum ents—and I shall 
soon quote some of the authors—the 
th ing th a t the Finance M inister 
accepted was this principle in relation 
to  the companies only. So far as indi-
viduals fere concerned, he said: no, 
this tax  can come out of the corpus 
because it would reduce the inequali-
ties to th a t extent. So far as com-
panies are concerned, w hen you 
exem pt a losing company, w hat do 
you say? You only say th a t no w ealth- 
tax  will be payable by the company 
unless it m ade a profit. In o ther 
words, the capital structure or the 
corpus would not be im paired by any 
fiscal m easure or m easure of taxation. 
I th ink th a t is a very sound principle, 
and a person of Shri Bimal Ghose’s 
calibre could have im m ediately under-
stood it.

Shri Bimal Ghose: The exem ption is 
not given in W est Germ any either.

Shri M orarka: W hen I heard him, I 
w ent through his M inute of Dissent 
again, bu t I find there is nothing in it, 
not a w ord about losing companies. 
Not only that. On companies he w ants 
th e  exem ption lim it to be raised from  
Rs. 5 to Rs. 7-112 lakhs. He has plead-
ed for it in h is M inute of Dissent.

There is ano ther m isunderstanding 
on th is p o in t The hon. Member from  
Hooghly belonging to the  Communist

group who spoke today stated th a t the 
w ealth  tax  on companies can easily 
be evaded if new companies are given 
exemption, by splitting up  one com-
pany into five companies. A  capital of 
Re. 1 crore could be split u p  among 
four or five companies, each w ith  a 
capital of Rs. 20 or Rs. 25 lakhs. I am 
very much surprised th a t the hon. 
Member did not care to read  the 
actual clause giving exemption. I f  you 
perm it me, I w ill read th a t clause: 
The exem ption would apply only to  
companies which answ er this descrip-
tion:

“44(d) any company establish-
ed w ith the object of carrying on 
an industrial undertaking in 
India in any case w here the com-
pany is not fo rm ed ..........

—this is im portant—

" ..........  by  the splitting up, or
the reconstruction of a business 
already in existence or by the 
transfer to a new business of any 
building, m achinery or p lan t 
used in a business which was 
being previously carried on.”

A nother very interesting condition was 
m entioned here. I th ink  it was the 
hon. M ember from  the Punjab  who 
said tha t losing companies should not 
be exempted. Why? Because losing 
companies are non-productive compa-
nies. A company which does not make 
a profit is a non-productive company; 
a company which makes a profit is a 
productive company. It is a very 
strange definition, a novel conception 
of a productive company or produc-
tive wealth.

Take the  example of Tata Iron and 
Steel. I t was m aking loss in  the ini-
tia l stages though it was producing 
steel, though it was employing labour, 
and according to  the definition of the 
hon. M ember it  would be an unpro-
ductive company, unproductive 
w ealth.

Shri D. C. Sharm a (G urdaspur): 
W hy does he look a t me? I am  not 
th a t hon. Member.
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Shri V. P. Nayar: Now th a t a con-
troversy has been raised, le t us know 
who that hon. Member is.

Shri Morarka: The hon. Member
whom I am referring to is sitting in 
the vicinity of Shri D. C. Sharma. He 
is also from the  Punjab

Shri M. C. Ja in  (K aithal): I too
have not spoken yet on this Bill.

Shri Morarka: So far as this tax  is 
concerned, there is no doubt that 
the object of the Bill is to encourage 
the transfer of wealth from unproduc-
tive into productive sectors, but m ere-
ly because a company dot« not make 
a profit, it does not cease to be pro-
ductive. Therefore, this oDjection to 
exempt losing companies on either 
of these grounds is, w ith  great res-
pect, misplaced.

Then w hat is the position of taxa-
tion on companies in other countries? 
The w ealth-tax, according to Professor 
Kaldor. is levied in as many as twelve 
countries In m any of those countries 
either the w ealth-tax  is not imposed 
on the companies a t all, or where it 
is imposed there is an overriding 
condition, that in any year the Gov-
ernm ent w ill not take m ore than a 
certain percentage of the total income 
by w ay of all the taxes pu t together 
including the w ealth-tax . In Sweden 
it is 80 per cent. In  America, also, 
w here though it is not a federal tax— 
it is a S tate tax—it has been laid down 
th a t th e  total tax  payable by a com-
pany or even by individuals would 
not exceed a reasonable percentage of 
the to tal income.

Now, le t m e read  a passage from  
the Kaldor R ep o rt To begin w ith, I 
must say th a t Prof. K aldor never 
advocated imposition of this tax  on 
companies. His estim ates w ere based 
only on tax  on individuals and, as the 
hon. Member for B udaun said, they 
w ere to  the extent of Rs. 17J crores. 
This estimate was w ithout including 
companies. The rates which he re -
commended and which the Finance 
M inister has adopted are alm ost tho  
same, w ith slight variation. He has 
recommended an exemption lim it of

Rs. 1 lakh w hile th e  F inance M inister 
has kep t it  a t  Rs. 2 lakhs. E ven w ith  
tha t the to ta l revenue the  F inance 
M inister expects from  individuals and  
HUFs under th is Bill is only Rs. 8 
crores, w hereas H aider’s expectation 
was 17i crores. E ither P rof K aldor 
was w rong in anticipating the revenue 
or the hon. Finance M inister is m ak-
ing an  error. B ut th e  fac t r e -
m ains th a t K aldor considered i t  out-
side the realm  of possibility to impose 
this tax  on companies. He considered 
it only in relation  to individuals.

W hat Prof. K aldor says about th is 
tax  is this:

“An annual tax  on w ealth, 
though it  is levied on th e  value of 
the principal, is rea lly  a ta x  on 
accrual and not a tax  on the p rin -
cipal itself—as, for exam ple,
estate duties or a capital levy 
are”.

Then he says in  the nex t p a ra -
graph:

“The tax, sim ilarly to income 
tax, should be conceived as a pro-
gressive one, and levied a t rates 
(i) which a re  w ell w ith in  the  
to tal accrual from  property— 
w hether in  the form  of money 
income, expected appreciation, or 
psychic income; and (li) which 
take into account the o ther taxes 
on accruals, in particular, the  in-
com e-tax".

The whole theory  of Prof. K aldor 
was this—w hen I refer to Prof. K aldor 
again and again, I am  quite conscious 
th a t the Finance M inister has very  
thoughtfully absolved K aldor and 
divested him  of all responsibility 
concerning the present tax  m ea-
sures. B ut h ere  I  am  just
rem inded of a story. A person
not gifted w ith academic learn-
ing w ent to a professor—not Prof. 
Kaldor—and asked him : "Please ex-
plain to  m e the difference between 
prose, poetry  etc.’. W hen th e  pro-
fessor explained th e  difference, he  
burst into an  exclam ation: ‘Oh, a ll 
this tim e I  have been speaking in 
prose w ithout know ing th a t It Is
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prose*. I am  sure some day th e  hon. 
Finance Minister m ay himself bu rst 
into the  exclamation th a t a ll the 
w hile be w as adopting Kaldorian 
principles w ithout knowing th a t he 
w as doing so.

1 come to my nex t point. A  very 
strong plea was made th a t the to tal 
tax, including the w ealth-tax, should 
no t exceed 100 p er cent of a  m an's 
income. Now, there are two or three 
considerations here. F irst of all, 
w hether in the case of an  individual, 
th is tax  should be used as a  capital 
levy, as a confiscatory measure or it 
should not. There is ample authority 
to  bear on this point, th a t an annual 
tax  should never be a capital levy. 
You can impose a capital levy, but 
only once in ten or five years and 
for an emergency. But an annual tax  
can never take the form  of a  capital 
levy. I support m y  contention by 
quoting an  Indian economist, who is 
a joint author of many books along 
w ith  Shri A njaria and Prof. VakiL 
Shri D. T. Lakdawala, in ‘Taxation 
and the Plan’ (this is a recent pub-
lication) , says. . . .

Shri Nanshlr Bharncha: Is he an
international authority?

Shri M orarka:.......... “A property -
tax, however, earns low m arks as a 
device to reduce w ealth inequalities. 
I t is a very salutary principle tha t an 
annually recurring tax, w hatever its 
basis, should be paid out of income, 
not out of capital. A yearly tax  paid 
out of capital breeds a  habit of capi-
tal consumption. Capital accumula-
tion h itherto  has been greatly helped 
by the  social convention regarding 
capital as something sacrosanct, to  be 
preserved, and if possible, increased 
and passed over from  father to  son. 
I t should not be used for current 
purposes except in the gravest 
emergencies. A weakening of thj« 
convention m ay prove pernicious. 
P roperty-tax  must, therefore, be 
levied a t a ra te  lower than  the nor-
mal rate  of re tu rn  on it”.

Now, in Sweden, w here this tax  
has been adopted—and even Prof.

K aldor says th a t this tax  has suc-
ceeded of all countries only in  
Sweden—w hat do w e find? The p ro-
vision in Sweden—this is from  a pub-
lication I  got from the Swedish 
Consul—is:

"A system which combines na-
tional and local income tax a-
tion w ith a progressive tax  on 
capital assets can, under certain 
circumstances, lead  to th e  absurd 
situation th a t to tal taxes due fo r 
a given year are greater than  in-
come during the same year. To 
avoid such an  eventuality, the  
tax  laws contain a special lim ita-
tion clause which states tha t total 
taxes due for a given period may 
not exceed 80 per cent of the 
taxpayer’s net income for tha t 
period, before direct taxes”.

Shri N anshir Bharncha: India la
not Sweden, which is one of the 
richest countries in the world.

Shri M orarka: I do not th ink such 
an intelligent m an should rem ind me 
of such an obvious thing.

Shri N&ushlr Bharncha: H e is fo r-
getting it.

Shri M orarka: W hen the Finance 
M inister originally introduced the 
Bill, he said tha t he did not w ant to 
kill incentive; he w anted to  keep 
incentive intact. These are his actual 
words:

“I t is necessary a t the same 
time to adopt other measures 
which are egalitarian in in tent 
but which do not have a disincen-
tive effect”.

You have heard in the House and 
outside, people asking for a ceiling 
on income and we have not accepted 
tha t principle. In his Report, K’nIHor 
has condemned such an idea, bu t this 
wealth-tax, as it is imposed now and 
as it  is going to operate, prescribes 
a definite ceiling on the unearned In-
come—I am not talking of the earn-
ed income. W hat is th a t ceiling? 
The maximum yearly unearned In-
come th a t a  m an can have hereafter



Wealth-Tax 28 AUGUST 1»57 B ill, 1987 10550

[Shri Morarka] 
would be Rs. 31,648, if his wealth is 
Rs. 15 lakhs.

Shri Narayanankntty Menoa
(Mukandapuram): More than th a t

S h r i M o ra rk a : If it increases from 
Rs. 15 to Rs. 20 lakhs, it would be 
reduced from tha t to Rs. 29,448. If 
it increases further to Rs. 50 lakhs, 
it would be further reduced to 
Rs. 16.248.

Under these circumstances, you will 
see that the maximum unearned in-
come that a man can have is Rs. 31,000 
odd. If he has more property, his 
income goes down. I t  is not only a 
ceiling on income, but it is indirectly 
a ceiling also on wealth, because it is 
in his interest not to have more than 
Rs. 15 lakhs. That may lead to divi-
sion or disintegration, w hatever that 
may be, but if the statistics I am 
quoting are correct—I submit they 
are correct—hereafter a person can-
not have more than Rs. 31,000 odd 
unearned income, and he cannot have 
more than Rs. 15 lakhs; if he has 
more, his income will s ta rt dwindling 
thereafter.

I am obliged to you for the few 
more minutes you have given to me. 
Still I have many more points to make. 
I hope during the clause by clause 
stage I  w ill have another opportu-
nity.

Shri Bimal Ghose: Sir, I w ant to 
say something by w ay of personal ex-
planation to w hat the hon. Member 
from Rajasthan said about my minute 
of dissent. I am  surprised th a t he 
made tha t statement. As he should 
have known, Sir, I had to leave for 
Calcutta suddenly on the 13th and I 
was not present a t the last two m eet-
ings, but the discussion was over and 
I wrote my m inute of dissent and 
sent it to the office. B ut w hen I  
came back I found tha t at the last 
two meetings these provisions were 
passed and included in the will

Sh*i Morarka: I do not want to 
contradict my hon. friend, but I do

rem em ber that this question o f  
exempting the companies was discus
sed not in one meeting or two 
meetings bu t a t m any of the meetings, 
and over and over again for a long  
period.

Mr. Chairman: Order, order, th is  
is no time for such arguments.

Shri Ajlt Singh Sarhadl
(Ludhiana): Mr. Chairman, Sir,
much has already been said about th e  
principles underlying the w ealth-tax, 
that is, taxation on ne t w ealth  o f  
individuals and companies, and I  do 
not propose to speak on them  again.

But one thing is very obvious, th a t 
this Bill, as it was placed before this 
House and before the Select Commit-
tee, had the general support through-
out the country. Of course, there is  
a microscopic m inority of vested in te-
rest who are opposed to it, bu t it 
could not be denied, tha t the country 
as a whole has given its support, 
particularly when we have got to  
tap those sources which have been left 
untapped so far.

Hon Members who have been 
criticising the different provisions of 
the Bill forget one thing, that we are 
in the m idst of a war, not a war 
against external aggression bu t a w ar 
against poverty, and we have got to- 
find resources to fight th a t war. And, 
our implements of w ar against poverty 
is the Second Five Year P lan th a t is 
before us. The com plaint th a t has- 
been made against the Bill as it 
emerged from  the Select Committee 
has also been voiced by certain  spea
kers who preceded me.

Prim arily, Sir, the object of the  
Bill certainly is to raise funds to meet 
the expenses of the Plan. A t the same 
time, we should not forget the o ther 
objectives, the underlying objectives 
which are before us, th a t we have got 
to have a socialist pattern  of society. 
That objective m ust be before us.

Taxation is not expropriation, but 
taxation is certainly contribution to
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the public fund, to  the S tate  expenses, 
in  accordance w ith  the  capacity or 
ab ility  of the individual, and  th a t in 
consonance w ith  the  exigencies of 
th e  tim e. If  w e need money for the 
purpose of th e  P lan, we have got to 
tap  a ll the  resources.

Now, in  the context of our ideology 
to atta in  a socialist pattern  of society 
w e have got to see w hether the Bill 
as i t  has em erged from  the  Select 
Com mittee m eets w ith  th a t objective 
or not. I beg to subm it th a t it  has 
been w hittled  down to a very  great 
extent, and the purpose w ith  which 
the  original Bill was brought before 
th is House has been forgotten.

S hri Feroze G andhi (Rai B areli): 
Completely.

Shri A jit Singh Sarhadl: I won’t
say ‘com pletely’, a t least I w ill say 
'partly’.

Shri Feroze Gandhi: I was a m em -
ber of the Select Com mittee and even 
I say ‘com pletely’.

Shri A jit Singh Sarhadi: The object 
of attain ing a socialist p a tte rn  of 
society is this, to elim inate the  dis-
parity  in the different classes of peo-
ple. Does it m eet w ith tha t objective? 
W hat it takes w ith  one hand it  gives 
aw ay w ith  the o ther hand. W hereas 
you pu t in a lim it of Rs. 2 lakhs for 
net w ealth  and you tax  w ealth  w hich 
is above th a t lim it in the case of 
individuals and above Rs. 4 lakhs in 
the case of Hindu jo in t families, you 
pu t in a series of exemptions w hich 
give scope for a  lo t of evasions.

I w ill draw  your attention  to only 
one thing. L et us see item  No. 9 in 
sub-clause (i) of clause S. That gives 
exem ptions to all the  fu rn itu re  th a t 
an  individual holds, a ll the household 
utensils th a t he has got and other 
articles. W hat does it  signify? T hat 
would only prom ote or, rather, p er-
m it ostentatious and showy sort of 
living. How can you rem ove dis-
parity  if  you give th a t scope. Not 
only that, I would even go to  th e  
ex ten t of saying th a t it w ill b ring  in

a lo t of evasion. W hat is fu rn itu re?  
You see th a t fu rn itu re  is not defined 
in th e  Bill. We have no t got any 
definition for it  in the G eneral Clauses 
Act. We have got to fa ll back to th e  
dictionary m eaning for its definition, 
w hich says, a ll th a t is m ovable in  th e  
house, all th a t decorates the  house, all 
th a t you use and so on. Even if  you. 
have got gold posts fo r your bed-
stead it  comes w ithin the exem ption. 
If you have got golden vases fo r your 
flowers they come w ith in  this exem p-
tion. .

Shri Feroce Gandhi: S ilver utensils.

Shri A jit Singh Sarhadl: Even now 
the m iddle class people—I w ill u se  
th a t expression, m iddle class, desp ite  
objection by m any—have got s ilv e r  
utensils. If they s ta rt having utensils 
of gold they come w ith in  the exem p-
tion. I, possibly, cannot understand  
how this provision has been brought 
in, which gives so m uch scope fo r  
evasion to the m ain object w hich th e  
Bill purports to convey.

T herefore m y respectful submis-
sion to the Finance M inister would be- 
th a t he should carefully look into this 
provision, which practically allows 
every individual to d ivert his w ealth  
to such things and escape taxation.

Again, jew ellery up to Rs. 25,000 
has been exem pted. Reading the two 
clauses together you find practically 
the object of the Bill is defeated. A  
m an can go to the ex ten t of holding 
money w orth lakhs of rupees w ithout 
paying any tax. Of course, there  is 
a difference between a man and a 
company. A m an may be honest to 
declare his wealth. But those w ho 
do not w ant to declare, those who- 
w ant to  keep things secretly, can 
essape paying this tax.

There is another aspect which we- 
have got to see. The houses of ex -
rulers are exempted. The hon. Minis-
te r  has conceded th a t there is no con-
stitutional bar to it. A rticle 291 o£ 
th e  Constitution only gives protection 
to  the ex ten t of p rivy  purse and no 
further. A rticle 363 has got no rele-
vance here. The only article  w e have-
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[Shri A jit Singh Sarhadi] 
got to fall back is article 362, and 
article 362 only gives protection to 
those rights and privileges tha t are 
given in article 291. So, the thing 
boils down to this, th a t only the in-
come of the ex-rulers, their privy 
purses are exempted and no further. 
When it is adm itted that the houses 
which they occupy are not protected, 
giving exemption to them can only 
be on concessional grounds or on 
equitable grounds. I would respect-
fully say that it is not an  equitable 
ground.

Even in the interests of the ex- 
ru lers  we have got to see that under 
the present set up of society they also 
should go along w ith the progressive 
conditions which we are entering. You 
have got to bring down your standard 
of living to the  ordinary level, other-
wise you w ill be just an eyesore to 
others and cause trouble to yourself.

I should like to say, in this con-
nection, that the country is very 
grateful to them for w hat they have 
done. They have contributed a great 
deal to the unity of the country. They 
have sacrificed a lot by acceding to 
the Indian Union. For tha t the 
country is grateful and th is House is 
also grateful. But, they have got to 
sacrifice more for a certain objective, 
the objective of attaining a socialist 
pattern of society. The hon. Member 
speaking before me was saying that 
Government ought to purchase the 
palaces tha t they occupy. T hat would 
be a mistake, because I  feel that 
Government can hardly  afford to p u r-
chase all the palaces. So, it  is for the 
princes—and it would be, I think, 
mobility on their part—to bestow all 
the palaces to the interests of the 
country and donate them. That is a 
big sacrifice no doubt, bu t they could 
do so for the country’s stability and 
strength. So, I  would subm it th a t 
the princes should appreciate it. H iey 
have already contributed a great deal 
certainly. They have sacrificed a great 
deal bu t they should appreciate th a t 
th e ir strength and stability is due to, 
o r  rather, the strength and stability 
of the present ruling party is the only

guarantee and security of the  princes’ 
income and th e ir p rivy  purse. The 
moment tha t power goes into the 
possession of the Opposition, God 
forbid, the princes w ill be nowhere. 
So, their in terest lies in the fact tha t 
they should come forw ard to help the 
country. They should not do anything 
to the contrary.

Of course, the Finance Minister, I 
think, has fe lt th a t the princes have 
already sacrificed much, th a t their 
standards of living should not be 
brought down so suddenly and th a t 
they should have some more tim e to 
live in the m anner in which they have 
been living previously. So, he has 
shown them  some concession.

16.41 hrs.
[Mr. D e p u t y - S p e a k e r  in the  Chair]

But these concessions are not in the 
interests of the country. B ut the 
princes should remember this. They 
have contributed to the unity  of the 
country. They should now contribute 
to the strength of Che country, and to 
the social ideology th a t the country 
has adopted and they should become 
part of it, and for tha t purpose, they 
should themselves volunteer and say 
th a t they do not -want the  privilege 
having a big house. They can come 
down to a small house as the Prim e 
Minister of India has come down to 
live in a house w orth only Rs. 2 to
3 lakhs.

An Ron. Member: I t has been post-
poned now.

Shri A jit Singh Sarhadi: I would
not take more tim e of the house. I 
would submit that the in ten t and the 
object of this W ealth-tax Bill is not 
only that we have got prim arily  to 
raise money for the expansion pro-
grammes, but also to  achieve the 
abjective of socialist pattern  of socie-
ty. Taxation is one of the ways to 
achieve this end. Taxation Is not ex-
propriation. I t is a contribution and 
it is one of the ways in which w e can 
remove disparities. In this context, T 
would subm it that this Bill to
some extent, w hittled down the policy 
that is aimed a t
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I feel that so far as sub-clause (lx )  
in concerned, that exemption  should 
be eliminated in respect of furniture 
household utensil wearing apparel 
and the original sub-clauses (v) or 
(v i) should be restored and also the 
exemption for the rulers in respect of 
the house* should also be taken ou t

Shri V. Raja (V isakhapatnam ): 
Mr. D eputy-Speaker, Sir, the W ealth- 
tax  Bill has evoked an extrem ely 
lively debate and  for one I feel tha t 
the  tax  proposals have a larger m ea-
sure of support from  the Opposition 
than possibly f~utn the Treasury Ben-
ches.

Some Hon. Members: No, no.

Shri V. Raja: I know th a t when 
ultim ately the vote is taken, discipline 
would operate and the  m easure final-
ly passed. However, I believe th a t 
analysing this opposition would help 
to  a large extent to clarify and clear 
the a ttitude th a t Socialists should 
have tow ards this particu lar piece of 
legislation. I believe th a t in the p re-
sent context of opinion in the  coun-
try , taxation on income is assumed to 
be an act of socialism and therefore, 
to the ex ten t tha t th e  w ealth -tax  or 
the allied taxes would lead to taxing 
income accruing to assests, either of 
companies or of the individuals con-
cerned, who own capital, this tax  is 
being opposed by a large section of 
the Members present. I know, how-
ever, th a t a w ealth -tax  would neces-
sarily and m ust apply to  capital as 
such not m erely income. However, 
the  argum ent is being introduced to 
say tha t the aggregated total of taxes, 
aggregate here m eaning income-tax, 
w ealth-tax , the existing super-tax  
and the proposed expenditure tax. The 
hon. M ember Shri M orarka from  
Rajasthan said th a t in a nation like 
Sweden, not m ore than  85 per cent, of 
the to ta l taxes collected on all heads 
in a single year should be collected 
from  cu rren t revenues. Therefore, 
w ealth-tax  should conform to, or con-
fine itself, w ithin the  re tu rn  of income 
in a given year and only in such an

instance, such a tax w ill be legitimate, 
but otherwise, it would be a retro
gressive tax, as it affects capital hold
ings.

I  th ink  th a t in th is context quoting 
situations from  abroad w ould be of 
little  o r no  value. I do no t know if 
the purpose of G overnm ent is neces-
sarily  to tax  capital. But, if th a t is  
the purpose, then  this is extrem ely a  
laudable m easure even though I would 
term  It as only one of a start, because, 
the ex ten t of capital tax  envisaged in  
this w hole enactm ent is not m ore than 
one and a half p er cent, w hen i t  
reaches a certain  ceiling and above, 
and therefore, I cannot understand 
why there is or should be such a 
great objection to  this m easure, I h av e  
only one example. In  the Soviet 
Union, w here incentive to save is 
guaranteed to the population, ap art 
from  the fact th a t the earner in th e  
Soviet Union is not allowed to  accu-
m ulate w ealth in the form  of m eans 
of production, and w herever savings 
are available to the people, such 
savings not only are legitim ate but 
are expected to be the form  in which 
th a t particu lar society saves for re -
investm ent w ithin the  capital struc-
tu re  of the nation. Even in such a 
situation, periodically a revision has 
been m ade of the savings m ade in tha t 
society. In other words, if indivi-
duals save money in tha t economy 
and they invest such savings in  Gov-
ernm ent holdings once in ten or fifteen 
years a revolution is made. I th ink  
afte r the w ar,—I am  no t quite su re  
on the exact date—I think it was d u r-
ing 1948-50, the rouble was devalu-
ed because of inflationary tendencies.
I am not sure of the year, and m y 
friends would tell m e correctly. In 
th a t devaluation process, an  indivi-
dual was allowed to continue to  hold  
bonds if th a t was the accum ulation 
of his savings the outcome of service 
and—effort in the community. Simi-
larly, my friends would like a provi-
sion to be m ade th a t genuine incen-
tives, genuine earnings of individuals 
in the pursu it of service to the  nation 
should be exem pt w holly or to a la rge
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[Shri V. Raju] 
extent from a recurring capital levy 
annually. The State should merely 
apply the tax in the form of a direct 
capital levy at that point once in 5, 10 
or 15 years, when over a period of 
time, the economy requires re-revision. 
I can understand the rationale, but 
here by no stretch of imagination are 
the means of production being w ith-
drawn from private holding. Even in 
the case of capital taxation cm com-
panies, the company itself, when it 
pays the tax, redistributes the burden 
of that taxation on two planes. It 
revalues the capital holding as among 
its own shareholders; to that extent, 
the basis of the tax drops or becomes 
limited over a period of time, or the 
transference of the asset is w ithin the 
same segment or class the captalistic 
holdings

In other words, supposing an indi-
vidual or a corporation has, for the 
purpose of this tax, sold out its hold-
ings, it necessarily has to be repur-
chased by the same class in society 
and therefore, there is no question of 
redistribution of the capital holding 
or the right to means of production, 
which is the prim ary aim, I believe 
of socialism Ultimately we cannot 
define socialism merely as one of dis-
tribution of equitable income The 
right to spend and the right to earn 
alone is not merely the factor to be 
controlled under socialism, but the 
right of ownership of the productive 
sources have necessarily to be equalis-
e d  in a socialist economy and I am 
afraid this taxation measure does not 
allow for that purpose to be fu l-
filled

There are a num ber of m ajor rea -
sons, I believe, which are being put 
forward to support this piece of legis-
lation. The Finance Minister has 
been telling us during the last one 
month or so that the needs of a tax 
become more and more im portant 
because of the requirem ents of the 
Plan. The overall question of the 
second Five Year Plan looms large 
before us. Here I would just like to 
m ake a passing comment, because I

know that the whole tax structure 
has been -discussed just yesterday and 
today when the Finance B ill was 
taken up. When the question of dis
cussing taxation and justifying taxa
tion under the Finance Bill came up, 
the main question of Rs. 93 crores 
and odd of new excise taxes was 
justified on the ground of the Plan. 
Here, I believe that the Finance 
Minister may be going partially 
wrong in his estimate

On the one hand we find in the 
country that agricultural facilities are 
not being availed of, even though 
provided for under the schemes of 
the first Plan and the second Plan. 
Secondly, in the case of basic con-
sumption, such as cloth, today the 
the stocks of cloth in the country are 
far higher than they were before. 
Such a situation would dem onstrate 
to the nation that the common man, 
the smallest tax-payer, w hether he is 
a ryot or a person who is wage earner 
and has to live in this country and 
pays indirect taxation in the form of 
various taxes that are being levied 
on petrol, kerosene, matches, tax on in-
creased railway passenger fare etc., or 
the various other smaller taxes—there 
i r e  a whole lot of them—are not able 
to absorb the benefits provided under 
the Five Year Plan They are not 
able to utilise the excess production 
that is today available either through 
Government agency or through tne 
agency of private capital As such, 
the present tax would, I believe 
to a large extent rectify the excess 
increase in the private sector, which 
has been there during the last three 
or four years, which has been creat-
ing an imbalance in the economy and 
m the Plan programme tha t the 
Finance Minister is putting forward. I 
can understand the argum ent tha t In 
the case of State production enter-
prises and the priority given to steel, 
a large measure of saving in foreign 
exchange would be available to the 
nation when the steel plants begin to 
produce But in the case of private
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capital, the accum ulation of consu-
m e r  goods In our store house* only 
Seeds to an  im balance and necessari-
ly  to a  feeling In capitalist circles th a t 
on the  one side the re  m ust b e  a to tal 
subvention of th e ir efforts by Gov-
ernm ent agencies and on the other, 

-the necessity for increasing the  export 
quo tas should be  actively pursued by 
the Government. This will not 
alw ays be possible and therefore, the 
presen t Bill should be  used as a source 
of blood-letting. The capitalist hold-
ings, w hich are  begining to grow too 
qu ick ly  and too artificially because 
of the  desire of G overnm ent to in-
crease the period of industrialisation 
during the Five Year P lan m ust 09 
necessarily curtailed and therefore, I 
would support not m erely the  present 
Bill, bu t I would ask that for the goou 
o f  this country, the slab of taxation 
on  capitalist holdings should be in-
creased, because th a t would be one of 
th e  mothods w hereby the present 
economy could be m ade to balance 
itsett.

A num ber of exemptions have been 
given, which frankly  I am not able to 
support. In clause 4, the Explana-
tion says:

“For the purposes of this sec-
tion, the expression ‘transfer' in-
cludes any disposition, trust, 
covenant, agreem ent or arrange-
ment, and ‘an irrevocable trans-
fer’ includes a transfer of assets 
which, by the term s of the instru-
ment effecting it, it not recovera-
ble for a period exceeding six 
years or during the lifetime of the 
transferee."

17 hrs.
I do not see why there has been a 

lim itation. I believe that once a 
transfer has been made, re-transfer 
of the assets to the individual, w hen-
ever it takes place, should be subject 
to  the tax. F urther more, no p ro -
vision is m ade for taxation of the  
transfer itself. As a mat*er of fact, 
th e  basis of the whole ta ra tion  has 
been the K aldor report. I do not 
think it  is very fa ir to  keep referring

to th a t report. Because, I believe 
th a t even though we have a tendency 
in this country to call upon foreign 
exports, a  stage should soon be re a d i-
ed w herein our own fiscal policy ma> 
evolve in such a w ay th a t w e can 
create independent policies fo r out- 
selves. As such, this continuous re -
ference to this report, I believe, 
damages the purpose for w hich te a t 
is being p u t forw ard. However, in  
tha t report, it has been suggested 
th a t a gifts-tax should be one of the  
ways In which tax  evasion could De 
stopped. I do not know w hy the 
g ifts-tax  has not been introduced.

Shri C. O. Pande: T hat is coming
in November.

Shri V. R aju: If th a t assurance
comes from  the f i a n c e  JVnmleT, I 
would take it. I Inoe it conies next 
time. Shri C. D. i ’ande says it  is 
coming.

Shri C. D. Pande: It is a certainty 
now.

Shri V. R aju: So far as exemptions 
are concerned, in sub-clause 2 of 
clause 5 it is said:

“W ealth-tax  shall not be pay-
able by an assessee in respect of 
any deposit m ade by th e  assessee 
w ith the G overnm ent or in any 
security of the G overnm ent o r of 
a local authority  not specified...”

I th ink this clause would, to a large 
extent m ilitate against the paym ent 
of tax by corporation. I know that 
the savings of profits, th a t is, sinking 
funds of companies are today to be 
m aintained in deposit w ith the Re-
serve Bank. But, still these assests 
have yielded, do yield a r i  continue 
to yield a profit to the corporation in 
so fa r  as borrowing are m ade from 
banks against such holdings on which 
curren t business is transacted. So 
far as this w ealth as profit is> collect-
able or is made a t the sourcc of capi-
ta l and also a t the source of profit, 
this allows for the capital holding 
to go exempt, I cannot understand 
why this cushioning of the financial
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[Shri V. Raju] 
basis of a corporation Is being allow-
ed by the present G overnm ent To-
day, one of the main problems before 
us is the question of gradual or creep-
ing inflation. A ll means should be 
adopted by the Finance M inister to 
see that assets which do not come 
under the tax’s purview  should not, 
as far as possible, go exempt from 
taxation if they are to be used for 
production purposes, because, as I 
have earlier pointed out the present 
production has reached a stage where 
i t  is being bogged, where, it is unable 
to be consumed within the economy 
of the country, because of the cumila- 
tive deterioration in the purchasing 
standard of our people: not merely
the income-tax payer, but the general 
masses of the people who have been 
so over-burdened w ith taxation.

So far as the general exemptions 
made under clause 5 are  concerned, 
there are quite a lot of exemptions 
to both individuals, to the aristo-
cracy and also towards individuals 
who invest in companies or private 
corporative holdings. Here, I would 
like to suggest th a t the emphasis 
towards exempting under item  (xvi) 
ten year treasury savings deposit 
certificates, fifteen year annuity 
certificates, deposits in post office 
savings banks, etc., would not be 
incompatible w ith the goal of social-
ism. But, in the case of individuals 
holding shares in a private capitalist 
holding, I believe a different basis of 
assessment is necessary.

Shri M orarka from  Rajasthan tried 
to distinguish between the  tax  being 
levied on an individual and the tax 
being levied on a corporation and 
tried to s ta te  tha t the impersonal 
nature of a corporation, would require 
it to be exem pt from this taxation. 
He said that a corporation being an 
inanimate body should not be 
subject to the same concepts of 
equity of justice as an  individual. 
Unfortunately, the main problem  of 
capitalism is that it w ears the im -
personal garb of a corporation. In 
the name of a corporation, certain 
families, certain castes in  thin

country are able not merely to wield  
unlim ited political influence, but also 
have unlim ited financial resources at 
their disposal Therefore it is that 
I would say th a t in the case of an 
individual investing in the  imperson
al or Governm ent sector there m ight 
be an argum ent fo r exem pting h im  
from taxation. Furtherm ore, I  would  
say th a t it would be an  incentive for 
saving in  the economy. W herever 
the individual invests in Governm ent 
bonds or securities and w here we 
know th a t the S tate is the investing 
agency, w here we know th a t Gov-
ernm ent activity leads to develop-
ment, in  such instances, I  w ould go 
to the extent of saying th a t exem ption 
should be given. I would give the 
example of Soviet Russia w here 
there is no income-tax, fo r the  
obvious reason th a t money is owned 
and h e ld ........

Shri C. D. Pande: Up to 20 per ceat-
there is.

Shri V. Raju: I t may have been 
introduced lately.

Shri C D. Pande; W hen you w ere 
there, it was not there.

Shri V. Raju: I have never been
to Russia yet. Any way, certain  
capitalist economies have a tendency 
to criticise this exemption on tax  as 
very low. But, there is a valid 
reason and that is th a t the holding 
is in S tate securities. The S tate is 
the developing agency. Further, any 
transferanee of such assets at the  
death of the individual can only be 
towards continuing a certain m ini-
mum or maximum standard  of living 
of the family concerned which has 
developed the money holding through 
its own personal effort. While in  this 
country, when you invest in corpo-
rations business assets, the private 
capital holding continues intact 
irrespective of the tax  levied, unless 
the Government is prepared personal-
ly to take over th e  assets th a t 
become available in the m arket and 
become the owner of such assets, till 
such tim e socialism can never be 
introduced. Because, th e  sum to ta l of 
the private holding would remain
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priva te  hands. This i t  a very  im port-
an t fact. N ot m erely  for the  purpose 
of valuation  o f  p roperty  under the 
ta x  proposals, b u t even from  the 
standpoint o f owing sizeable holdings 
in corporations and sizeable holdings 
in the m eans of production of th e  
aation, G overnm ent m ust s ta rt taking 
over assets an d  utilising them. I shall 
la ter speak on the  clauses.

S hri C. Dl Pande: I  had no in ten-
tion to  participate in  this debate 
because I  had  had m y share only 
tw o days back, and th a t too a full 
share. B ut w hen I  heard  the speeches 
of a few  m embers here, particularly  
th a t of Mr. M urthy, I  w as a little  
pained. He said th a t the  Select Com-
m ittee ha* betrayed the trust reposed 
on i t  by the House. I take strong 
exception to  this expression because 
I feel the Select Com mittee has in 
all sincerity and honesty came to 
these conclusions. I can assure you 
th a t no section of the House prevail-
ed there. I t was a w ell-represented 
body. A ll sections had been there  and 
it is a compromise th a t w e have 
arrived a t—a golden mean. I can 
definitely say th a t because I was a 
m em ber of th a t Committee. I  know 
there w ere extrem e m em bers the re— 
Mr. Menon, Mr. Gandhi and others.

Shri Narayan&nkntty Menoin: I pro-
test against his reference to m e as 
an extremist.

Shri Feroze Gandhi: H e has called 
m e also an  extrem ist.

Mr. D eputy-Speaker: I t  is a compli-
m e n t

Shri C. D. Pande: W hat I  was saying 
was th a t this is a via medio—a 
golden mean. I t is a compromise, and 
a compromise in a good direction. 
People have m ade a great deal of 
capital by  saying th a t th e re  have 
been a large num ber of exemptions 
and expectations of revenue have 
been w atered down and it  w ill come 
to  nothing and so w hy don't you 
drop it? I  w an t to dispel all the  m is-
understandings. W hat was the  
revenue expected out of th is Bill? I t 
was 15 crores of rupees. W hat is 
the  new  expected revenue? A fte r  all

tbe exemp tions, i t  w ill be  Rs. 13§ 
crorw —th e F inance M inister w ill 
correct m e if  I  am  wrong. A fter 
giving aw ay all those exemptions, w e  
have lost in  all about Rs. H  eroras. 
This has been given so th a t ou r m en 
may not be unnecessarily harassed.

I was really  surprised th a t 
Mr. Sarhadi took exception to .d a u a e
9 of all clauses w here w e have 
m ade exem ption in  th e  case of 
w earing apparel, furniture, utensils 
etc. Nobody in the Select Com mittee 
or in the House raised a single voice 
or said th a t exem ption should not be 
the re  or th a t this provision should be 
deleted. Nobody shall purchase things 
ju st to avail of this exemption. He 
says th a t th is w ill be a great source 
of harassm ent. I w onder how his 
economics works. Suppose a  man 
purchases a th ing  fo r Rs. 100 today. 
W hat w ill be th e  price of it the next 
day. I t w ill be about Rs. 80 or 
Rs. 90. Do you th ink th a t a person 
of the h igher s tra ta  of income will 
purchase furniture, tables and 
curtains so th a t the nex t day his 
capital m ay be levied a t 60 or 70 
per cent. Members have also 
suggested th a t people w ill become 
ex travagant and they will spend 
more. B ut then  there  is the  Expendi- 
ture-Tax Bill. I don’t th ink th a t 
m any people in th is land of our 
own will spend money in order to 
make Rs. 60 out of Rs. 100. This is 
bad economics. This never works. 
This is only imaginary. Members 
should not be carried by such things.

Then there is the other point 
about exemption fo r losing concerns. 
Nobody who holds any w ealth above 
Rs. 2 lakhs is exem pt from  th e  
w ealth-tax . If he holds a share  even 
in a losing concern, th a t share is 
taxed. Tou should rea lise  th a t It is 
the  am ount th a t is invented in  th e  
company and th e  com pany th a t is 
losing. Therefore, th e  Select Com-
m ittee, in its w isdom decided th a t  i t  
is fa ir that such companies should 
be left free  becam e th e  shareholders
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of that company have been taxed. The 
only thing is that he has been spared 
of double taxation. Of course, there 
were many in the Committee, w ith 
whose views we do not agree. They 
wanted that there should be no taxa-
tion at alt on companies because 
taxing the company and again the 
shareholder would be double taxation. 
But we were committed to some-
thing and so the Committee in its 
wisdom—Shri P rabhat K ar knows it 
—came to that conclusion because 
companies were ultim ately taxed. 
That is the opinion of the Committee 
and we have got the fullest confi-
dence in tha t Committee. Therefore, 
the rem arks of Mr. M urthy th a t the 
Committee have betrayed the  trust 
reposed on it by the House was 
absolutely unfair and unkind to  the 
Committee. The fact is th a t the 
decision of the Committee was a 
compromise arrived a t by all sections 
of the Committee. Everyone gave his 
personal opinion and finally accepted 
this decision in the national interest.

I can assure you tha t our Finance 
M inister is not a man who will
easily give in. He only gave in  when 
he thought th a t harassm ent can be 
avoided. He was m ore concerned 
about finance and when we assured 
him  th a t all the exemptions w ill not 
involve m ore than  Rs. 2} crores, he 
said that it was w orthw hile and he 
agreed to that.

Shri Feroze Gandhi: On a point of 
order. The hon. Member, w hile he 
may refer to the proceedings of the 
Select Committee, has, I think, no 
righ t to say tha t the members of the 
Select Committee gave up their 
opinion. If w e have expressed an 
opinion, we will stick to it and there 
are members of the  Select Com-
mittee who feel th a t w hat has been 
done to the original B ill is not 
proper.

Mr. Deputy-Speaker: T hat has
been expressed already. I was follow-
ing the hon. Member quite closely. 
He was referring in general term s to 
the members. He did not particularly  
mention any hon. Member. Therefore, 
there la no cause for any objection.

Shrt C. D. Pande: I  am  sorry. I
do not know  to w hat M r. G andhi took 
objection. I  said th a t people do hold 
different opinions bu t ye t in  th e  
in terest of a good form ula they  
accepted a via-media.

Mr. D eputy-Speaker: Mr. Feroze
Gandhi says th a t even now he holds 
the same opinion.

Shri C. D Pande: The Finance
M inister agreed to  m ost of th e  
suggestions because h e  felt they w ere 
just. A t the same time, he was very 
keen th a t no big slice of revenue 
should be lost.

Mr. Deputy-Speaker: The hon.
Member may refer to the decisions of 
the Committee or say th a t they w ere 
just, proper and equitable.

An hon. Member: T here are a
num ber of dissenting notes.

Shri C. D. Pande: There w ere a 
num ber of people who w ere quite
panicky. They were accommodated a 
great deal in the deliberations. Re-
garding am endments and suggestions 
relating to exemption, particularly  
the one relating to clause 9. nobody 
in the Committee raised any point 
about this m atter.

So, may I point out th a t the 
rem arks made by Mr. M urthy are 
not proper? The Committee has done 
its work very honestly and in the 
national in terest and has come to a 
golden mean and, I am sure, the 
House w ill pass it w ithout any 
amendments.

Shri T. T. Krishnam achari: I f  you
will perm it me, I should like to say 
that, though I was not the Chairman 
of th a t Committee, I take full 
responsibility. If I fe lt th a t there  is 
anything wrong in it, I would have 
w ritten  a m inute of dissent. So far as 
the Select Committee is concerned, 
irrespective of w hat transpired  there, 
the resu lt is the thing and I  take full 
responsibility for it, though Gov-
ernm ent have presented the report.
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Sliri O h o a l (U luberia): I do not
know w hether I should congratulate 
the hon. Finance M inister o r I should 
curse him.

Mr. Deputy-Speapcer: He m ay not
do either of the two.

S hri G h o u l: Though in conception 
it  is welcome, still if we go into the 
provisions of the Bill, w e shall find 
m any things w hich are not really  
to the fundam ental principle of taxa-
tion. People are  taxed for the needs of 
the G overnm ent for„the development of 
society and for the prosperity  of the 
country, but the capacity of the 
people varies from m an to man which 
has to be taken into consideration. 
In  our country the structure of the 
society is such th a t most of the 
people are  poor and it is not possible 
to introduce any tax  system  by 
which the poor people can be over-
burdened w hile giving exemptions to 
the rich. Also, the basic tax  struc-
tu re  should be based on the tax -pay -
ing capacity of the lowest rung of 
the ladder in the society, and only 
then can it be on a progressive basis.

If we go through this Bill we find 
th a t the loopholes through which 
generally tax  evasion takes place 
have not been plugged, b u t ra th e r 
they have been enlarged by the 
Select Com mittee report. Scope for 
tax  evasion has been given through 
these legal loopholes or exemptions 
given in the Bill and through the 
m achinery of tax  realisation. These 
a re  the means through which taxes 
a re  generally evaded.

One of the loopholes is in regard  to 
tru st property. We know how these 
tru st properties are being adm inister-
ed by the trustees and how the 
income and expenditure accounts of 
the trusts are subm itted to the 
incom e-tax officers.

Much has been said in favour of 
exem pting the com]&nies w hile tax -
ing the individuals because there are 
accounts and balance-sheets, bu t we 
know th a t the Incom e-tax Investiga-
tion Commission had  found th a t

evasion had  been resorted  to by the 
companies, and not so m uch by indi-
viduals. Therefore, another loophole 
is there.

The w ord “anim al” has been in tro-
duced in order to include dogs, race 
horses etc., owned by the rich people.

Regarding the exem ption given to 
Rulers, of course, the  Finance M inis-
te r has referred  to the bars in  the  
Constitution, bu t they can be rem oved 
by am ending the Constitution. So, 
there is no justification fo r giving 
this exemption to the Rulers wfio are 
considered as a privileged class in 
our society.

A special provision has been m ade 
for exem pting jewellery. I t has been 
well said by P andit T hakur Das 
Bhargava th a t this exem ption should 
be reduced to a t least half.

As regards exemptions for com-
panies of five years’ standing, i t  has 
been said in the House tha t these 
companies some times change the ir 
nam es by a fake transfer of the 
assets of the company and open new  
companies by changing the names. 
We know tha t these businessmen 
many times change the ir form s in 
order to avoid incom e-tax and sales 
tax, particu larly  in our State. Hence 
they should not be given this oppor-
tunity of tax  evasion.

Another loophole fo r tax  evasion 
is the retention of the present 
incom e-tax m achinery for realising 
this tax. We have found tha t the 
incom e-tax m achinery has totally  and 
miserably failed in the realisation of 
taxes, and it is evident from  the  
Incom e-tax Investigation Commis-
sion’s report tha t m any of the com-
panies, in spite of this incom e-tax 
m achinery, had evaded paym ent of 
tax  and the  Governm ent had  to 
surrender to the capitalist section. 
We also do not know how m uch 
am ount has been realised from  this 
capitalist section under the  disclosure 
scheme. That proves th a t th e  m achi-
nery tha t exists a t  presen t has totally




