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Clause 2 

MR. CHAIRMAN: There is an amen
dment given notice of by Shri R.P. Das .. 
He is net present in the House. So, I shaH 
r:ow put Clausc-2 to the vote of the 
House, 

The question is : 

"That Clduse-2 stand part of the 
Bill" 

The motion was adopted 

Clause.2 was added to the Bill 

Clause·l, the Enacting Formula and the Title 
were added to the Bill 

THE MINISTER OF LAW AND 
JUSTICE (SHRI A.K. SEN) : Sir t I beg to 
move: 

UThat the Bill be pas~ed" 

MR. CHAIRMAN: The question is : 

"That the Bill be passed" 

The motion was adopted 

17.03 brs. 

DISCUSSION RE : REPORT OF 

NATIONAL INSTITUTE OF PUBLIC 

FINANCE AND POLICY ON 

"ASPECTS OF BLACK ECONOMY 

IN INDIA", 

[English] 

MR. eHA lRMAN: Now We sh.t11 take 
up dil'cussion under Rule t93. Smt. Geeta 
Mukherjee. 

SHRIMATI GEETA MUKHERJEE 
(Panskura) : Sir, the report of the National 
Institute of PubHc Finance and Policy on 
aspects of black money in India, which 
was presented by our hon. Finance Mini-

ster the other day can truly be called in 
colloquial Bengali : 

Parbater Museek Prasab 

That means "mountain producing mice". 
But there is a trouble here. The mice pro
duced by the NIPEP in the shape of some 
of its recommendations seem to be carry
ing plague germs and if accepted, many of 
these may contaminate the national econo
my with pl.lgllC So beware. 

Sir, I am sure, the report has gladdened 
the hearts of the big businessmen and the 
rich in general-urban and rural. 

17.04 hrs. 

[SHRIMATI BASAVA RAJESWARl 
in the Chair1 

As rar as the cstimate of black money 
given in the report is concerned, it says 
that the tax evaded IIlcome in 1975-76 was 
bl!tween Rs. 9,950 crores to Rs. 11,870 
crOfes. It comc~ to 15 to 18 pel lent of 
the GDP. In 1983-84 It is Rs. 31,584 to 
Rs. 36,876 crores which IS J8 to 21 per cent 
of the GDP. Thi ... rel.ltc~ only to a part 
of the black income, that is, only the tax 
evaded in legal income but the black 
wealth is yet outside this calculation. 

As far as this estimation of the black 
money is concerned the Report itself says: 

"As the enterprise of estimating 
the size of unaccounted money is still 
in its inf~lncy. the authors admit that 
their rcsulls are ba5cd on numerous 
assumptions and approximations each 
of which could be challenged." 

If this is the situation then I do not under
stand why this big exercise for ull these 
three years. Even then many of the cele
brated economjst~ have expressed tllis 
view that even though this one part of the 
thing has been taken up, that is also 
seriously under-estlmated. Corporate sector 
incomt·s are not incluqed in it giving an 
e:l!:planation that they will enter into the 
household incomes. I feel strongly that it 
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should have been definitely studied Seri
ously in aU its spheres. 

1 would like to roint out that not only 
this thing is grossly under-estimated but 
this has also not been taken into considera
tion. The bJ~(k.m('rey that arises out of 
other illC'gal activities including perhap~ 
kick-backs, ,ommis~jons, etc. in the opinion 
of the Report cannot be estimated even 

roughly. But without being an economist 
from commonsense if one can understand, 
which is easily possible, that this part, 
namely, illegal income which is black 
initially is Jarger than the other part which 
is legaJly earned income which becomes 
black through tax evasion. Therefore, I 
think, the enstirnatc of those economists 
who have said that this is grossly under
estimated is substantiated. 

The Report gives the causes-the 
villians of the piece. The causes for black 
money according to the Report are: (1) 
Present structure of taxation being too 
high; (2) The economic controls are one 
of the big evils; (3) The strident Govern
ment spending seems to be a bigger eviJ. 
Of course, they have said about moral 
standards, inflation, weak deterrence etc. 
to which I am not referring now because 
of paucity of time. 

1 would like to comment that the 
sectors generating black income arc: real 
estate transactions, ..{arge-scale manufac
turina, film industry, construction, smuggl
ina, etc. as given in the Report. These 
are the principal sources of black-money 
and often in our day to day life We come 
into contact with these things. From our 
own experience we know these are the 
well known sources. There is nothing neW 
in it. 

The most important part of this Report 
relates to the recommendations and I want 
to straightaway refer to thtse recommenda
tions because I have initially said that 
many of tbese carry the germs of plague. 
Madam, the Government announced one 
pack of recommendations. What arc those 
recommendations? They are: reduction of 
tax OD company profits, on personal in
come .. tax, wealth-tax etc. Of course, the 

Black Ecollomy In I"dia" 

Minister has already done away with tbo 
wealth tax, not funy but practically, I would 
say. Then reduction on stamp duties and 
estate duty has been done away with. So, 
there is a reduction on many direct taxes 
including income .. tax. It is said that this in
cidence of high rates of taxation stimulates 
evasion. So, the logic is simpJe. If evasion 
comes from tbe bigh ra te of taxation, then 
suggest Jower rate of taxation. As I 
said, these recommendations have ,Iad
dened the heart of the big businessman 
and I have also seen that the han. Minister 
is quite enamourned with these recommen
dations. But in reality, he must have 
fallen in line with tbe I.M.F. recommen
dations as our Government, on certain 
things, have already been following them. 
But let us examine the logic whether this 
high tax rates have direct bearing on the 
tax evasion. I would like to know whether 
the percentage of black income to G.D.P. 
increased from 15:18 to 18-21 per cent 
from 1975-76 to 1983 .. 84 according to this 
very report. Is it not a fact tbat in tbis 
very period there were a number of tax 
reductions that took place and that a 
number of relaxation on controls also were 
given? I wiIJ come to the question of 
controls later on. 

Why did that not slow down tho pace 
of generation of black money? 

PROF. N.O. RANGA: Therefore, 
your economic activity is greater. 

SHRIMATI GEETA MUKHERJEB: 
Is anything found out for' absolvina the 
ricb or the monopoly of the big business
men. The rise in the tax rate stimulates 
the propensity to evade, but a rail from 
high level may not produce opposite effect, 
particularly when the return from evasion 
still remains much higher than the retllrn 
from legitimate business. The big opera
tors will definitely manage the situation in 
their favour with their added money power. 
If you reduce the rate of taxation, then 
they will have to pay less tax and jf you 
remove it altogether then they wjJI have 
to pay nothing. So, the public coO'er 
will lose and tbey will be the gainers. So, 
I consider this recommendation &0 be 
ratber retriarade. 
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Another recommendation is the reduc
tion in stamp duty of real estate transac
tions. That will release more money for 
fradulent transactions. That is common 
sense idea. Now, the recommendations 
for so-called prevention of smu,gling are : 
cut in excise and customs du ties, with con
siderable demand, reduction of import 
duties. suitable adjustment in exchange 
vaJue of rupee, in other words de\'aluation, 
etc. 

Let us look at the implications of this. 
Do you have any such l xplricnce in the 
past that by reduction of excise duly, the 
black money lessened? Companies do not 
report their output or sales correctly. How 
many times have the Government regula
riled the production over Jicencsed capa
city of maDY monopoly concerns and 
others? With less cxcis~ duty will they 
race for correct reporting of their output 
and sales ? The experience says 'No'. 

Import relaxation for goods of consider
able demand which are obviously used by 
the affluent section will only benefit there. 
Who else will use electronic goods, man
made fibre. sophisticated watches, etc.? 
It is only the affluent section and not the 
poor section. If you reaJly relax the con
ditions for import of tbue goods, what 
will be the result? That will deal a severe 
blow to some of the import substitution 
industries, which were nursed earlier with 
the national objective, and that will deal 
a severe blow to the indigenou~ textile, 
electronic goods industries etc. Moreover 7 

there will be surely all increase in conspi· 
cuous consumption of tbese goods, which 
in itself is a big way of spending black 
money. It will also have a serious adverse 
effect on the country's balance of payment 
situation. 

The other recommendation is about 
devaluation of ruppee for stopping smuggl
iDg. as if disastrous experience of one 
devaluation has 110t taught t s any lesson. 
I do not think that devaluation of rupee 
is the solution. In any case, at the moment, 
tbe floating exchange rate system of the 
rupee is there ; the rupee has been in 

reality substantially devalued. May I 
know what bas "eeo our cxpcri eoce in 
this period? Has it stoppcd smuggling or 
increased smuggling? It has increased 
smuggling. How will this improve the 
situation? In fact, these are some of the 
measures which are intended to Iqalise 
smuggling and give free reign to conspi
cuous consumption of luxury lOods and 
jeopardise national interest. 

Yet, there is another pack of recom
mendations for removing controls; price 
control and even rent control. It is 
interesting that in suggesting this ·remedial 
measure'. the NIPFP report has contradic
ted even its own stlJdy. While studying 
sugar industry, the report itself referred 
to : 

" .. the absence of any cJearcut 
re1ationship between the time profile 
of sugar output evasion and the vary
ing extent of control ovec sugar price 
and marketing." 

If there was no such relation establish
ed, how come it may that from studying 
that very industry, they gave the recommen
dation of lining controls 1 In fact, the high
est amount of output suppression in sugar 
industry occurred precisely during the 
years of decontrol. It is a well known 
fact. 

If nnything, this actualJy strengthens 
the case for nationalisatioD of sugar indus
try and not lifting of control. But the 
authors of this recommendation in their 
zet\J to provide succour to the private sector 
have recommended relaxation of control. 
What brilliant objectivity indeed! Why are 
economic controls necessary? They are 
necessary in the interest of socially desired 
alJoc.ltion of scarce resources and in the 
interest of the masses in Jow income 
groups. Large sca1e de-control will open 
the door for various degrees of monopoly 
in the market and give free play to profiteers 
and it will throw the poverty-stricken 
masS~s at their mercy. That will be the 
result. Streamlining of control administ
ration is, of course, necessary. But is 
throwinl the baby away with the bath 
water the remedy ? 
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Now rcsal'diPI rent control, I request 
the hOD. ,Minister through you to go to 
the middle-class and poor people in the 
city and ask them about this recommenda
tion. Not that I W~lJlt it, but I am sure 
that he will be greeted with broom-sticks in 
their hands, 

Another mC'st important recommenda
tion is to decrease "strident public spend
ing", as this is the villain of the place, 
causing corruption. Nobody denies that 
in various spheres of governmental spend
ing, there is a lot of corruption. Of course, 
that does not speak very well of the 
Government, but that is not my point at the 
moment. But, may I kr.ow whether replac
ing public spending by private spending 
would improve the situation? J5 not the 
private sector the biggest agency in 
bringing corruption to public expenditure? 

SHRI INDRAJIT GUPTA: He is 
boosting the private sector. 

SHRIMATI GEETA MUKHERJEE: 
Oh yes. I will come to that. That is why 
he has liked that Report. 

THE MINISTER OF FINANCE AND 
COMMERCE (SHRJ VISHWANATH 
PRATAP SINGH): That Report is an 
Institute's report and it is not a Govern
ment report. We have not taken any 
decision thereon and to impute it is a 
Government's recommendation is not 
correct. 

SHRI INDRAJJT GUPTA! You have 
implemented all their recommendations by 
liberaJisation. You cannot have it both 
ways Sir. He says that it is not a Govern
ment's report and he has already imple
mented all the recommendations. 

SHRIMATI GEETA MUKHERJEE: 
And the author is the Economic Adviser to 
the Government. 

As I was saying, is not the private sector 
the billest ageney in bringing corruption to 
public expenditure 1 Sir, just let us recall 
the reports of Vivian Bose Commission, 
tbe Mundhra Dea1 Inquiry Report and the 
Report of tbe MonopoJy Inquiry Com mis-

Black Economy in InJla" 

sion once again to recollect the experience 
of the nefarious role of the business class 
in corrupting public Ufe. Any report 
deaJjng with bJack money or black income 
should realJy pay aU en tion to this aspect, 
when pubJic expenditure has been decried 
so much. But this report has not thouaht 
it necessary. Whut will be the implication 
of reducing the public expenditure? It 
will ultimately lead to more cut in pJ.1Dned 
expenditure, cut in expenditure for expan
sion of public sector, cut in the prolrammes 
for poverty alleviation, cut in supplyinl 
drinking water and many other such thinp .. 
Now who will benefit from that? If black 
income can be estimated as a certain 
proportion of public expenditure, it is 
doubly necessary to make an estimate of 
the size of the black money as a proportion 
of the private turn over. It is very strange 
that it has not been done. Now, a perti
nent question arises. Why did not the 
authors study the trade, particularly the 
foreign trade With all its under and over 
invoicina for black money? Instead, the 
most interesting thing is that they have in 
their recommendations suggested import 
relax.ation. Here again, tbis import relaxa
tion, as you would all agree, would be 
dangerous for proper development of 
our national economy. 

So, these are the principal recommen
dations with which I thoroughly disagree. 
I would request the hon. Minister to reject 
them and not to foist the main thrust of 
the recommendations on the economic 
development of our country. 

As rar as the main thrust is concerned, 
it is a free market. a free economy, a 
laissez loire economy. The heaven of 
laissez !alre economy the U.S.A. even in 
their own Reports, say that there is 22 per 
cent black money compared to the assess
able income there. I am sure as the Report 
of the National Institute of Public Finance 
and Policy has under-estimated the amount 
of black money operating in our economy. 
So how these report underestimated their 
black money. It loes without saying. In 
spite of these recommendations of the 
NIPEP or IMF being in operation there, 
the amont of bJack money is increasiDI. 
The black money i~ endemic to capitalism. 
The black money cannot really be attackod 
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if we- keep the social system of exploita
tion in tact. That is the fundamental view 
to be taken. And we tbink we should 
reiterate it. As far as some of the measures 
about strengthening the collectioD part of 
it is concerned, thut is, total lax callec
tiOD, thcJ<e are some of the recommenda
tions which can surely b~ gone into and 
thought over. I do not know how. These 
can surely be acted upon. There has been 
the Minister's recent drive for changing 
that law-at least, that is what he has said
where the tax Jaws offend er$ would be 
called upon to prove their own innocence 
about the motive or their action in the 
technical term mens rcactees reum etc. 
But the trouble is, how many prosecutions 
at all took place, whether all these things 
would work in the present system. So, 
unJess the prosecution system is totally 
overhauled, I think this chaf1ge in the law 
will hardly help though I do not say that 
it should not be done. So, I say taking an 
overall view of the report, in my opinion, 
it is biased in favour of rich classes; it is 
not even objective and many of its recom
mendations are retrograde. Therefore, I 
again suggest that this Report be rejected. 

Now, I would like to give some sugges
tions very quickly. I am not an economist, 
from a commonsence point of view, ] am 
giving some suggestions for you to think 
over. Some are fundamental and some are 
simple. Acccrding to today's newspaper, 
you are sending us a 22-point questionaire. 
Anyway, I have not received that. If and 
when we receive it, we shaH think over, 
go throuah the questionaire and try to 
answer according to our understanding. 

SHRI INDERJIT GUPTA: Answer 
will have to be only in 'yes' or 'no'. 

SMT. GEETA MUKHERJEF. : If it is 
only yes or no, then I do not ttltnk. we 
can do much. Let us ste what I)appt;ns to 
some !:uI8c.sljcns which ] would like to 
give: (i) nationaJrse foreign trade, one of 
the importallt sectors of bJackmoncy. Of 
course, I will be happier if you also 
nationalize the domestic trade-not all 
trade, but trade in cS6cntia) commoditic •• 
1 hope you will take couraae in both hands 

and try that. Don't reject that .s beiDI 
outside your philosophy. But this is hoping 
against hope-really without any Ilope. 

1 he second is : enforce urban property 
ceiling, though I know it is a State subject. 
It has hard1y been very seriously attemp
ted. (3) Confiscate all the money obtain
ed through I.T. raids. 

Incidentally, I hear that when some 
raids started, large scale disappearance of 
files also started. You must be knowing 
that. That is the report that we are geUing. 
At least before you start the raids, protect 
the files so that you can find something. 

Then, (4) demonetize one-hundred
rupee notes. Launch a massive drive for 
production of low cost, mass consumption 
goods in the pubJic sector. Don't be 
afraid. Try to do it in the public sector, 
and thus overcome shortage of these goods. 
(5) Establish State trading in essential com
modities. 

(6) Launch a massive housing pro
gramme ; conduct land and real estate 
transactions through, again, a public sector 
corporation. Don't swoon. 

I think this is the way, instead of 
having an illusory stamp duty reduction, 
rent control removal etc. This is how things 
should be tackled. 

From another angle, (7) I would sug
gest that you enforce strict control on coo
sumption and purchase of luxury items, 
and mobilize tbose resources for public 
expenditure. 

Streamline the tax enforcement machi
nery, with a time-bound programme for 
the disposal of cases; open aU files, except 
thOle pertaining to national security, to 
public scrutiny files relating to financial 
transactions. 

Simplify control regulations, wherever 
possible, with one-window clearance. 

These are some of the suaeltionl which 
I am aiviDI off-hand, but once apin, with 
great apprehension that the fundamental 



·681 DI,. rl. : Repo,t 0/ 
National Inllt. '" 
Public Flna"ce and 

SRAVANA 31, 1907 (8AKA) Policy on ·'Aspects 01 682 

thjna tbat jl related to black money is so 
dear to the heart of the prelent Govern
ment, and hence we are afraid that very 
litde really can be done. Even then. given 
political will, lometbing can be done. I 
request you to think over this seriously. 

Mit. CHAIRMAN : Before I call. Mr. 
Mabajan, I would like to say that there 
are 25 speakers. and the time allotted is 
only two bourse So, I would request the 
hOD. Members to be brief. 

Now Shri Y.S. Mahajan. 

SHRI Y. s. MA HAlAN (Jalgaon): 
Madam Chairperson : The Report of the 
Study on Black Money by the National 
Institute of Public Finance and Policy is a 
document of great importance. but it con
tains nothing which knowledgeable people 

do Dot aJready knew. But its importance lies 
in the fact that it waC) commissioned by 
the Finance Ministry and it suggests a 
package of measures that could be consi
dered seriously for reducing the evil of 
black money in our society. To suggest 
remedies for the problem of black money 
was not. strictiy speaking, within the terms 
of reference of tbat committee, but the 
committee thought it necessary to do so, 
for the sake of completeness. Its main job 
was to attempt a broad estimate of the 
volume of black money generated in the 
country. Its efforts to quantify the extent 
of black money and study the methods of 
its generation are based on published 
researches, informal interviews, and dis
cussion conducted with businessmen, civil 
servants, politicians, chartered accountants 
lawyers, journalists, economists and reve· 
nue officials. 

Tbe estimate of bJack money in the 
year 1983-84 amounted to about 21 per 
cent of the national gross product or in 
absolute terms about Rs. 36,000 crores. 
This estimate can be accepted, but we 
must remember ns the committee itself 
admits that these estimates are based on 
numerous assumptions and approxima
tions, each of which could be challenlcd. 

An importaDt points to note j, the 
omi.iop from the estimates of black in .. 

Blade £conomy ilf India" 

come generated through large scale smUll· 
,ling activities that have be('""me such a 
pervasive phenomenon in our economy in 
recent years. To that e"tent. the fiaure 
liven by the committee is an underesti
mate of the total situation. 

There can be no doubt, however, that 
tbe report. in spite of its imperfections 
clarifies our idells and provides a packa. 
of remedies which could be seriously consi· 
dered to deal with the phenomenon of 
black money which is a cancer in our 
socio-economic life. 

Dealing with its package of measures, 
the committee's first recommendation is 
that black money generation could be 
effectively or significantly reduced only if 
the rates of all the major taxes could be 
fixed at reasonable levels. Opinions may, 
of course, differ on what is reasonable. The 
committee's suggestion refers to all the 
direct taxes as well as excise duties and 
sales taxes. 

This does not mean that we can pre
vent tax eVJsion completely by Jowering 
taxes to sufficiently low level. Such a con
summation is not to be hoped' for. How
ever low tbe level of "'axes, there will 
always be some people who want to and 
succeed in tax evasion. 

The recommendation means that the 
level of taxes or their telations inter Ie or 
integration should be such as to signifi
cantly reduce bJack money generation or 
in other words, to achieve optimum leveJs 
of revenue. This can be achieved by tho 
empirical method, ; e. by trial and error, 
over a period of time. This procedure will 
necessarily be accompanied by simplifica
tion and rationEtlis8tion of the tax lawi. 
since it is the complexity of tax laws or 
the possibility of differing interpretations 
Which gives rise to corruption and tax 
evasion. 

The hone Minister of Finance hal al
ready moved in this direction by abolition 
of the estate duty, and reduction in tbe 
rates of income tax and the number of 
income tax 8labs. He had also decided to 
brio, forward a comprehensive le,isJation 
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for simplification and rationalisation of the 
tax laws; Proposals for modification of 
direct tax laws will also, we are told, subs
tantially dilute or if possible totally elimi
nate the doctrine of mens roa. The Jaws, 
so modified, will surely have a deterrent 
effect on tax ovaders, since the onus of 
provinl innocence will lie on the person 
accused. 

The other suggestions made by the 
committee are : 

(1) To prevent smuagling, reduction in 
the rates of excise and customs duties on 
man-made fibres, electronic goods and 
watch components. 

(2) A sbift from qualitative import 
controls and a system of import licences to 
rqulation by tariffs. 

(3) Removal of price controls where
ever possible and introduction of duaJ 
priCing in other areas. 

(4) Suitable adjustments in the exchange 
value of the rupee and easing of exchange 
cotltrols. 

Reducing excise and customs duties 011 

certain commodities with a view to making 
smuglio. unprofitable is an experiment 
worth trying. 

After all, it is the price differentials 
which induce people to resort to smuggling, 
which relults in our country losing a vast 
amount of foreign exchange apart from en
COUraging crime throughout the length and 
breadth of the country. 

Tariffs are certainly better than quali .. 
tative import controls, which breed corrup .. 
tion in the sale of Jiccnces on a large scale. 
Besides, it is doubtful whether our indus .. 
tries now need the complete protection 
that qualitative import controls provide, 
_pinst foreiao competition. Exposure to 
the frost winds of competition milht invl
lorate Qur industrial structure. 

Similarly. there is a case for eliminatina 
unnecessary and out-of-date controls, but 
care should be taken to soe that tho appa
ratus of controls is not dismantled. After 
all, their purpose has been to ensure that 
scarce resources are channelised into 
socially useful lines of reduction. 

The history of law shows that the admi
nistration has been battling against people 
who resort to, hoarding, profiteering and 
committing breach of controls. There
fore these controls are necessary in view 
of what the han. Finance Minister has 
called is the capitalists greed. In the same 
way exchange control is something which 
we cannot lightly live up. Our foreign 
exchange resources are satisfactory at the 
moment, but we cannot rely on the conti
nuance of this position in future. We must 
remember that foreign exchange has been 
the most serious constraint on the econo
mic progress of the developing countries 
in the last thirty years and We are not an 
exception to this general proposition. 
Besides, devaluation of the rupee, if that 
is what the report means, will increase the 
burden of increased interest and debt pay
ments beyond our capacity to pay. 

On financing of election expenses. the 
Study recommends a 'floor level' State 
finding of election expenses of candidates 
for the Lok Sabha and State Assemblies. 
This will help the candidates who have no 
financial resources. At least, it will reduce 
the amount of bla(k money in the country. 

Then the Committee recommends 
relaxation of rent control laws without 
undermining the tenants' security of 
tenure. The present laws relating to rent 
control are the result of the conditions 
that we have ourselves created. The owner 
does not repair the buildings, nor do the 
tenants do it, with the result that build
ings collapse. Every monsoon this is the 
experience in Bombay. We must see that 
rents increase sufficiently in order to 
enable the owner to repair the building or 
to see that the onus of repairing the build
ing fa))s on the tenants. 

The Government should start a Nation
al Fupil for slum clearance, with a Iced 
capital of say Rs. J 00 crores and then ftoat 
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debentures with indemnity period of nine to 
ten years on aD interest rate of 8 per cent. 
No questions should be asked as to the 
source of the funds invested in these deben
tures. This is only a proposal. The value of 
debentures and interest thereon should be 
liable to wealth tax and income-tax. 

Under the circumstances, I doubt, 
whether it would be possi,ble to evolve a 
bolder method of dealing with this pro
blem which at the S<ime tiDle would meet 
the crying need for housing of miJIions 
of our people. The proposal would be 
criticised as permission to convert black 
money into white, as offering de facto 
amnesty to tax-evaders. But, We should 
not fOfget the great advantages this propo
sal would confer on the people-millions 
of people-in our country Jiving in condi
tions which can be described as hellish. Jf 
you want to help them, this is one way
out. Unless a blue, remedy is suggested, 
I think, this one should be accepted. 

This brings me to the last point which in 
my view has a special significance i.e. poli
cies relating to l!dministration. promoting 
integrity among officials and better enforce
ment of tax laws. The report lists these 
measures at last in order of priority. But 
in my view these measures should have 
been given the highest priority among the 
measures to be adopted to deal with the 
menance of black-money. 

Apart (rom business and industry, COf

ruption is the most widespread sense in 
black-money generation in our society. It 
is difficult to mention any Department of 
the Government where . it does not exist. 
Even in the administration of justice and 
education-areas which we reflard as 
aacred-corruption has invaded. 

There are universities where affiliation, 
recognition of teachers. promotion of 
Itudents, aU these things take place as a 
result of greasing somcbody·s palm. Cor
ruption bas become endemic in our society. 

Even as far back as 1964 the Santha
Dam Committee had warned about the un
precedented opportunJties for aequirins 

wealth by dubious methods that were 
available to the bureaucracy. With the 
adoption of planning and steep increases in 
Government expenditure these opportuni
ties have inc:reased enormously. The hon. 
Minister has already begun a serious drive 
alainst tax-evaders. First, to ena ble him 
to take a coordinated action apinst eco
nomic offenders, he bas decided to set up 
an Economic Inte1li8ence Bureau in bis 
Ministry. Second, he has started speciaJ 
drive codenamed 'Operation Ketu' against 
tax .. evaders and smugglers. This has 
brought to book contravention of foreign 
exchange regulations to the tunc of Rs. 
20 crores and smuggled gold worth Rs. 28 
crores in the first sjx months of this yoar. 
He hr.s also warned that if the tax evasion 
is not reduced or better compliance of tax 
laws is not forthcoming he wouJd have to 
resort to stricter methods. Surprisingly 
this has brought prole-st from very unex
pected quarters, viz. the Times of I"dia. 
The paper has discovered ill him a police .. 
man. I believe the criticism of the Times 
of India arises out of the failure to realise 
the great harm that the bJack-money has 
done to our society. 

Finally. I would like to make some 
specific suggestion. Corruption is the 
biggest sOl'rcc of black-money generation, 
Prevention is better than cure. Instead of 
prosecuting officials, if we can prevent 
corruption on their p.ut, it will be better. 
For this we should have a flying squad 
which wiJI visit offices without Warning and 
see that business takes place without 
greasing anybody's palm. Take the case 
or the Registration Department whose 
business is only registering deeds of sale. 
But there also registration does not take 
place unless some percentage of the value 
of the pr('perty sold is passed on to the 
bureaucracy. If our squad goes there and 
sees that the registration takes place with
out greaSing anybody's palm, that wjJJ pre
vent corruption in future. 

These measures can be adopted with 
necessary modifications and alterations. I 
believe that their adoptio.l will help a 
great deal in solvin8 the evil of black 
money, 
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SHRI VIRDHI CHANDER JAIN 
(Barmcr): Mr. Chairman, Sir t the 
National Institute of Public Finance and 
Policy on Aspects of Black money in India 
was entrusted with the work of studying 
the causes of leneration of black money in 
India but the report presented by it includes 
IUllcstions also. Constant efforts ar¢ 
beinl made to check the evil of black 
money. Thore was not a sina1e session of 
Lok Sabha when this subject was not dis
&:ulsed. It is the Eiabth Lot Sabba and in 
this session also it is beinl discussed. 
This subject is discussed after the presen .. 
tation of the Budget also. But the 
situation has developed to such an e"tent 
that more we endeavour to check black 
money in the country, the more it increa
les. It is clear from the figures given by 
the boo. Finance Minister that the black 
money is constantly increasing in the 
country and it has not declined in any 
year. 

Now the question arises wbether we 
shan be able to check the generation of 
black money in this capatiJist system or 
We shall have to change this system. 
Without remedyihg this situation our 
country cannot develop and progress. We 
have not been able to achieve the desired 
speed of progress and development in our 
Plans-presently our Sixth Five Year 
Plan is in progress and We are going to 
implement our Seventh Five Year Plan 
very soon -due to black money. It has 
become clear that When the rate of Income 
Tax was high, there was a tendency to 
conceal income 80 as to evade income tax. 
But after the report of the Wanchoo 
Committee, the tax limit has been brought 
down to SO per cent. This is a good step. 

Another step tuken speciaJly to reduce 
the tax is reduction in the rate of Ihcome 
Tax and the number of slabs. This is also 
a welcome step. We have conshmtJy been 
pleading that the Income Tax laws should 
be simplified but so far no efforlS have 
been made to this end. Because of its 
beinl a complicated law. the lawyers take 

··Expunged as ordered by the C~ir. 

undue advantage. The income tax payer 
have to act under the guidance of the 
income tax lawyers. The Income Tax 
Officers are the most corrupt officers. It is 
due to them that Income Tax evasion 
takes place. To check the corruptioDt you 
should take similar harsh steps agajn~t 
the Income Tax Officers as have been taken 
in the case of the Tax Commissioners. I 
welcome the raids being conducted by the 
Government presently. About the raids I 
would like to say that prosecution proceed
ings are not initiated imme diately after 
the iuvestigation. The action is delayed 
because of which tax evaders are benefited 
and they usually go scot free. Thereforet 

the recommendation about mens rea is a 
welcome step because it is very difficult 
to prove the intention and they escape 
punisment. SOt the recommendation in 
this regard should be accepted. In this 
recommendation it hac; been stated that; 

[English] 

An impoatant recommendation is to 
eliminate or substantially dilute the 
doctrine of mens rea in cases of tax evasion. 
The prosecution should be required to 
establish the actus reus of the particular 
offence leaving it to the accused to prove 
that he c.)mmitted the acllIs reus innocentJy. 
The second one is : Special courts should 
be established for tax offenders. 

[ Trandatiofl} 

This must be done. 

Special courts for the tax offenders arc 
a must. Just as We provide in other laws 
that the minimum punishment will be 6 
months' imprisonment similarly in this 
case also, imprisonm~nt of 6 months' 
s.hould be provided. Unlel& the industria
lists and the capitalists are imprisoned 
they will not change their ways. You rna; 
fine them to the tune of lakhs of rupees, 
they are not bothered ; they will pay the 
fine and subsequently with more Income 
Tax evasion t smuggling and hoardinl and 
ot~er type of ** will amass wealth. In 
thiS connection special efforts are required. 
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Though banned. speculative transactions 
are goinl on openly and no action is 
taken against these activities. Our machj· 
nery does not function at all against 
persons indulging in these activities. 
Concrete and firm 'teps should be taken 
against such transactions. 

[English] 

MR. CHAIRMAN : You used some 
objectionable word. I will have to expunge 
it. 

[Trans/ation] 

SHRI VIRDHI CHANDER JAIN : 
Disproportionate assets-the assets of the 
income tax evaders in some cases run into 
lakhs and crores of rupees. The transac
tions are made in their own names or they 
are 'benami' and they escape the Jong arm 
of the law. There is need to take the 
severest action against such people. Such 
disproportionate assets are mainly with 
the advocates, engineers, doctors, film 
stars and such other people. Their assets 
should be thoroughly investigated and 
strict action taken against them. 

I would also like to mention that 
major portion of the election expenses 
comes from black money. Today the ques
tion is that if we, the politicians, use black 
money in ejections, what right have we to 
talk of curbing the black money? How 
shall we be able to persuade the industria
lists and capitalists to desist from these 
things ? We cannot take strict action 
against them. Therefore, it is quite nece
ssary that election expenses are borne by 
tbe Governmept. The Central Government 
should bear the expenses on elections for 
Lok Sabba and the State Governments 
should bear the Assembly election ex .. 
penses. 

Due to shortage of time I would like 
to submit that concrete steps are required 
to be taken to eradicate black money. 

[E",lish] 

MR. CHAIRMAN: Now, Mr. M .. 
Subha Reddy. 

18.00 bra. 

SHRI AJIT KUMAR SAHA : Madam 
Chairman, it is alreaey 6 O'clock. Shall we 
continue this discussion tomorrow 1 

MR. CHAIRMAN : I would request 
the House to extend the time for one 
Hour. I request leave of the House to 
extend the time by one hour more. We 
will sit upto 7 O'clock or more jf neee. 
ssary. 

SOME HON. MEMBERS: It should 
be extended by 2 hours. 

MR. CHAIRMAN: All right. We will 
extend it by 2 hours with the consent of 
the House. Is the House agreeable? 

SOME HON. MEMBERS: Yes. 

MR. CHAIRMAN: Time is extended 
by 2 hours. We will try to conclude it 
today itself. 

I Trans/ation} 

·SHRI M. SUBBA REDDY (NandyaJ) : 
Madam, Chair person, I am happy that 
the Government is trying to control the 
circulation of blackmoney. The main issue 
is how to unearth the black money. This 
is the problem confronting us today. 
Undoubtedly the circulation of black 
money is much more than the white money. 
Perhaps they are intertwined with each 
other. (Interruption) 

MR. CHAIRMAN: No, no, I request 
the House to extend the time. I wiJJ 
request the House to extend time by one 
hour. Let us sit upto seven. (Interruptions) 

·The speech was ori8inaJ1y deJivered in Te)u8u, 
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I have to conclude this item today. I 
request to extend the House for another 
two hours. Mr. Reddy. pl~ase .. speak in 
Telugu because you have started in Telugu. 

SHRI M. SUBBA REDDY: Madam. 
we often come across the rumour that black 
money is flowing into the foreign banks in 
large sums. There arc many secret accounts 
in the banks in Swit7crland where very large 
sums are said to be deposited. This is an 
open secret. Hon. Finance Minister should 
consider this matter seriously. The Govt. 
have imposed ceiling on the lands. But 
so far there is no ceiling imposed on urban 
property. This is onc of the main reasons 
for the generation of black money in the 
country. Corruption in the administration 
is another important source. The rd.mpant 
corrupt jon prevailing in the administration 
is in fact increasing every day. So the 
Government have to tnckke the twin pro
blems of black money and corruption 
simultaneously. Hon. Mini.,ter should not\! 
this. The generation of black money will 
be effectively controlled if the corruption 
in the country comes to an end. If the 
circulation of black money comes to 
naught, the economic conditions in the 
country will improve automatically. 

Tax evasion is another important factor 
which promotes the cinulation of black 
money. The co])cction ~f income tax 
arrears has been too slow. The I.T. arrears 
are mounting up. The GOVl. is showing 
lukewarm attitude in collecting of income 
tax arrears from the bIg wigs. For example 
calculations show that more than Rs. 200 
crores are in 2rredrs in Andhra Pradesh 
alone. Who are the persons who are evadin, 
the income tax? Jt is only Multi-million
airs. The Government is not in a position 
to co])eet the tax from these big shots. If 
this is the position in Andhra Pradesh, I 
don't know how many thousands of crores 
are in arrenrs in the whole of the country 1 
How much amount is (~Cllpjng the net of 
income tax" If all the amount in arrears 
is collected, we cnn do away with deficit 
financing very easily. There won't te 
any more d efic it bu d gets in th e COl.! n t ry . 
The han. Minister should take more 
interest in collecting the tax arrears. Ile 
should not spare the rod wbile dealin8 

with the defaulters. This trend is in exis
tcnce throughout aenerations. Hcnce this 
peril must come to an end. The hon. 
Minister should handle this issue firmly. 

Politics may be an important aspect of 
our life. But at least it should not domi· 
nate other important matters. For another 
5 years at least politics should be set 
aside and e;;onomic issues must take the 
first place. Now there many projects 
which are under progress We ure barrow
ing the money from foreign countries 
req uired for the construction of these 
proj 'cts sJmetimes even fJ.llln~ on their 
feet. Instead of barrow.ng from others it 
is better if we ca, unearth the bllCk money 
whieh is sufficie It to meet th" expenses 
on ongoing projects. Sir, on the way to 
Andhra House. there is a very big hotel 
coming up. Crore~ of rupees is being 
invested on the construclion of this hotel. 
What is the incom:! of the person wllo is 
con~trucLing the hotel '/ How much money 
he has taken as a loan from the Govern
ment 7 How much black money is being 
pump!d into the construction 1 The answer 
for all these questions shows that the bl..lck 
money is in circulation beyond any pro
portion in this country. On e of the main 
reasons why our country is so poor today 
is that the influence of the black money. 
Inflation is the direct result of the black 
money. The prices of every commodity go 
up as more and more black money come 
into picture. An item which costs one 
rupee today costs ten rupees tomorrow. 
The increase of nine rupees in the price 
is going unaccounted. This unaccounted 
money is playing a havoc with our economy. 
There is DO check to cODtrol the unaccount
ed money. Even the officers concerned 
have stooped too low. So absolutely there 
is no control on the unaccounted money. 
Our Finance Minister is an youngman and 
he should put in more efforts in this 
direction. We have every hope that he 
will succeed on this fretnt. The recent 
statements made by him prove his honesty. 

The raids are resulting in the unearth
ing of large amounts of bhlCk monry. 
Markets which have turned out to be black 
m~rk( ts- are beir g successfully raided. The 
black nu'rkctcers are not many. They arc 
not 'Useful to the country in any way. 
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Even if their contributions are substantial, 
no political party can hope of achieviDI 
anything with their help. If all the black 
money is unearthed, our country will 
become more prosperous than any other 
country. So a way have to be found out 
to unearth the black money. This discus
sions about black money have been tak
ing place from time to time. But there is 
no outcome. The scluti()n for this menace 
is yet to be found out. The Government 
should think about ways and means to 
control the circulation of black money. 
The Government may enact a legislation 
to curb the circulation of black money. 
Unless ceiling is imposed on urbun property 
it is difficult to curb generation of black 
money. The cdlirlg was imposed on lands 
which weI e tcquired through sweat and 
toil. But there is no ceiling on the money 
which is being deposited in foreign banks 
chlDdeslinely. lhis is not prorer. A solution 
hvs to be fcund out to fontain this pr~c
lice. A poor man who starts busine~s in a 
humble way becomes millionaire overnight. 
New a Maruti car which costs around 45 
thousJnd rupees is being sold in black 
market at 70 or 80 thousands rupees. From 
where did this extra money is flowing 
into the market. The entire black money 
is being converted into white. I hope the 
Government would try sincerely to find out 
ways to contain circulation of black money. 
The entire Government machinery have to 
work with devotion towards this end. 

Sir, there are many anomolies in the 
pay structure of the employees in the 
country today. For the same work, diffe
rent salaries arc being paid at different 
places. If a Class IV employee draws a 
saJary of Rs. 400 in a Govt. establishment, 
his counter part in a bank draws Re. 1000/
as his salary for the same nature of work. 
So much difference in pay structure for 
the same nature of work at different 
places. The extra money drawn by a 
person who draws more, slowly gets con
verted into black money. 

To say that there is no goJd in the 
country is not correct. Much of the gold 
is hidden in the earth people are afraid to 
take it out and the fear of getting caught 
is the reason ror it. Black money is tbo 

source of these evils and is making aD 
ordinary man's life miserable. So the hon. 
Minister should make every effort to bring 
out all the black money. A Bill should be 
brought before this House for this purpose. 
Unless all these efforts are made, it is 
very difficult to unearth the black money. 
The hidden wealth in the form of precious 
articles etc. which are the sources for 
black money should also be unearthed. 
Launching prosecutions aguinst every body 
who induslges in this kind of acts is nece .. 
ssary. News papers carry such news every 
day. But that is not sufficient. Making 
statements is not sufficient. What is needed 
is determined action by the Governm~nt. 

Since I am speaking in Telugu, I don't 
know whether the hone Minister is able to 
foHow my speech. He has a reputation to 
be a good administrator. He is young and 
energetic. He has a good record. not only 
now, but even dur ing the days when he 
was in Assembly He is known f(lr his grit 
and determination. I hope he will deal 
with the offenders mercy]ess]y and see that 
the menance of black money is wiped out 
once and for all. 

Sir, I conclude thanking you for giving 
me this opportunity. 

[English] 

SHRI G.L. DOGRA (Udhampur) : 
Madam, I was am11sed to hear the com
ments of the friends on the other side. 
They wanted not only to attack the report 
but also to have a dif! on the hon. 
Minister of Finance. 

I do not know why it Was said that 
he is giving some boost to private sector 
and big industries and monopoly houses. 
It is only in this Budget and in the previ
ous Budget that big ;ndustrics were taxed. 
Otherwise, they Were not being taxed. At 
least, 30% of their income is now assess
able to tax. Previously it was not. Then 
there is a recommendation that no exemp .. 
tions should be given to the industries 
and that there should be rt"asonabJe rate 
of tax without exemptions. 
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So I just want to say that as far as 
this problem is 'i;oncerned, it is a very 
serious problem. Blackmoney is acting as 
a parallel economy. 

The problem is this that you hElve to 
be clear whether you want witch-hunting 
only or you want to tackle the economy 
which is funning parallel to your 
official economy. So, naturally the hon. 
Minister of Finance is facing this problem 
tbat black-money is acting as paraJIeJ 
economy. It should be brought within the 
control of the Government and the system 
tbat is operating officiaJly. That is the 
main problem to be tackled. 

As far as the system of high taxation 
is concerned, it started, as far as I know, 
with Shri Liyaqat Ali Khan as the Plrst 
Minister of Finance of the provisional 
Government of undivided India, advised 
by his then Secretary, Shri Mohd. Ali. 
Thls was subsequently followed by all the 
other Governments and probably as far 
as I can imClgine, the system of high rale 
of taxation was introduced in all the 
developing countries at the instance of 
certain imperialist economists and it is 
prevailing in many other countries also. 
For the first time, it was the latc Shri Y. 
B. Chavan who reduced to some extent at 
higher slabs which resulted in greater 
revenue and in Jesser black-money in those 
slabs where the tax was reduced. 

It seems that we do not want to learn 
by experience. We want to go by certain 
theories irrespective of the consequences. 
I say to these Marxist friends "If you go 
to Po1and, you will find that there the 
Government and Communist Party are 
not dependent on Jabour. Labour is 
against them. It is only the sma)) peasant 
proprietor who is supporting, rather I up
holding the Government and there the 
Government is nearly dependent upon 
them. " 

It is only by experience that they have 
found that the small p~asant propnetor 
is their a1ly. It is according to circumst
ances that we have to pr~eed. Marsball 

Tito deviated from the accepted theories 
of Marxism. He was denounced by the 
Marxists all over the world. But he 
followed a policy which resulted in the well 
being of the people. Therefore, accordinl 
to tbe situation we have to act. Our 
Finance Minister has to act bravely. We 
have to pressurise the genetators of the 
black money. but at the same time we 
have also to give outlet to it, so that it 
comes to t he channel of the official 
economy. Instead, if you follow the system 
of witch hunting, nothin, is loing to 
happen. You say that your laws are not 
very stringent. They are stringel1t. Their 
implementation is also very stringent. But 
they could not stop the generation of 
black money_ Do you think that a strict 
Jaw can stop committing of offences 
ranging from murder down eight to small 
offences? Inspite of the fact that there 
are strict laws, you see the day light 
robbery, looting of banks etc. everyday. It 
is not that you don't have the machinery 
to apprehend and try the culprits. Unless 
we create conditions in which this money 
can be controlled, we are not going to 
succeed. Whatever may be the amount, 
I am not going into that. My friends have 
drawn your attention towards that. 

What I mean is that the problem is a 
very serious one, the parallel economy 
has got to be tackled. The report suggests 
many measures and I don't think that it 
is proper to reject them down right. What
ever the opposition may say as far as the 
recommendations of the report are conce
rned, the Government has to give a serious 
consideration. 

Stress was laid on the pu blic sector 
by the opposite sides. Government mainly 
depends on the public sector. They are 
trying to improve it. As far as the private 
sector is concerned, it does not consist 
only of big industries and monopolies, but 
it aJso consists of small scale industries. 
Our self-employment programmes are in 
the private sector, our trade and business 
are also in the private sector. So, how 
can you condemn the private sector? Tho 
evil is not a sectoral one. It has got to be 
looked from tbat poin' of vlow. 
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Madam, since you say there is no 
time, I finish although I have many points 
to make. At the end I will reeommend 
to the hOII. Finance Minister that all the 
points in the report should be thoroughly 
discussed. Two hours discussion in the 
House mllY not be sufficient. At various 
levels, at various forums, this has got to 
be disclls~ed. Certain thinas may have to 
be eliminated; certain others have to be 
added. This is a problem Which is facing 
the country, which is undermining our 
economy. Therefore, I would suggest that 
as far as the parallel economy is concerned, 
it has got to be tackled. In the end I 
would again suggest that you have to apply 
pressure on the generators of black money 
and also give it an outlet. That policy 
alone will bring the p.lr .. dlel economy under 
your control. You have to encourage the 
black money to come to your fold and 
how you do it is a thing you will have to 
thoroughly study. 

SHRI SHARAD DIGHE (Bombay 
North Central) : Madam Chairman, it is 
very gratifying that this report of the study 
by National Institute of Public Finance 
and Policy has been brought before this 
House for discussion. 

] am happy that Government has kept 
an open mind as far as the recommenda
tions are concerned. I am told that no 
final decisions have been taken on the 
recommendations. But considering the 
discussion in this House and considering 
other circumstances, the Government is 
going to take final decisions as far as the 
recommendation~ are concerned. 

The phenomenon of black money has 
been very old and in the past also several 
steps were taken by tbe Governments. As 
far as the voluntary disclosure schemes 
are concerned, they were resorted to on 
fOliT occasions, in 1951, once. in 1965 
twice and in 1975 once. 

But it did not give satisfactory results. 
Quantitative results were disappointing. 
We could get disclosure of Rs. 267 crores 
in the first instance and Rs. 727 crores 
in the second instance as far as voluntary 
disclosures arc concerned. Then the 

remedy of demonctisation was tried twice
once in 19.t6 when only Rs. 8 crores of 
the high denomination tlotes out of a 
stock of Rs. 144 crores in circulation were 
presented ; se:ond, in 1978 When high 
denomination notes of the value of Rs. 20 
crores only out of a circulation of Rs. 145 
crores wer~ brought out. So, relatively 
very paltry results were found in the past. 

Similar Was the experience as far as 
the special bearer bonds were concerned. 
In J 981 the special bearer bonds were 
issued with the maturity date of 1991. It 
was found that even the honest people 
withdrew their money from the savings 
and purchased the ~pecial bearer bonds. 
Really speaking the black money did not 
come out. Therefore, speci:.d approach 
has been made by this study group and 
several suggestions ha ve been made. I am 
al~o happy to note that our Government 
is very serious with respect to the black 
money. Even as far back as February ... 
1985 during the election tour the Prime 
Minister had said that Government would 
launch a two-pronged attack to end the 
evil of black money. The first step would 
be to deal with the sources of black money 
and the sc<.:ond is to ffi.lke the law stringent 
and bring to book these generating black 
money. It is also gratifying to note that 
the Finance Minister had taken important 
steps to dig out this bl,lCk money, viz., 
abolition of Estdte duty, reduction in the 
rates of income tax and reduction of in
come tax slabs. Several !!!tringent steps 
are being taken to dig out black money. 
Effective steps are being taken to find out 
the sources of this bJack money. 

The suggestions that have been made 
by this Committee have to be considered 
in detai1. The first sug~estion which they 
have made is regarding changes. in the 
economic policy designed to reduce black 
income generation and for that purpose 
reduction in tax rates have been suggested. 
This is also partly implemented by this 
Government. I am surprised to find that 
even suggestions have been given to abo
lish direct income tax altogether. Govorn
ment should be very cautiolls about this. 
They shouJd not ever do the HberaUsation 
as far as the tax slabs are concerned and 
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also they should not be very liberal in 
removing the controls and other things. 
We arc huving a planned economy. We 
are folllJwing the Five Year Plans. Though 
we have gOl mixed economy we are insist
ing upon the controls so as to equitable 
distribution of whatever small things we 
are producing. So; it is not necessary to 
remove income tax altogether. You may 
give relief to salaried people or wage 
earners but it is not necessary to give any 
relief to the traders and big businessmen. 
Simplification of tax structure, of course. 
is necessary. 

Now, I come to the main recommen
dation with which I fully agree, viz., 
financing of election expenses. As politi. 
cians, we all know that many parties have 
to depend considerably on the funds of the 
big business people and that loads to not 
only change in policies sometimes, but 
further corruption also. Therefore, finan
cing of election expenses by the State is a 
must now, as far as election reforms are 
concerned. And according to this report, 
it will require hardly Rs. 500 crores for 
implementing the State funding of election 
expenses. We should take courage and 
make this reform immediately so that the 
foundation of this black money can be hit 
as far as this angle is concerned. 

Further, we should be after the corrupt 
people. They may be in administration 
or in politics, but we must insist tbat 
everywhere there should be clean adminis
tration. It is not merely sufficient to have 
Mr. Clean as the head of the affairs at the 
Cr,ntre, but we must also see that every
where in every State, the politicians who 
are a t the helm of affairs. and others who 
are running the administration, must be 
clean and insistence should be placed on 
thJt. That is the main source of corrup
ti"n as also the main source of black 
money. 

Along with the financing of eJection 
expenses, we must also clean the poJitical 
life and we must insist upon such things. 

Finally, the main thing that we should 
do is to insist upon strict measures alainst 

smugglers, because smugglers are the main 
persons who really generate this black 
money. They amass wealth and with that 
wealth, they control the political life of 
this country, they become builders, produce 
films and use this black money in different 
wa Jks of Ii fee 

Therefore, very strict measures should 
be takc.n to stamp out smuggling and stamp 
out corruption from this country. These 
are my main suggestions. 

SHRI AMAL DATTA (Diamond 
Harbour): Madam, we ill India have been 
very much concerned about black money 
not only recently, but for a very long time. 
In fact, we have been having governmental 
investigations into black money right from 
1936. There WdS an Aiyar Committee in 
1936 ; in 1941, there was the Income tax 
Investigation Committee to find out how 
income tax evasion takes place and gives 
rise to black money. In 1953·54, there 
was the Taxation Enquiry Committee; in 
1956, we invited Nicholas Kaldor, the 
world famous economist to make some 
studies into the generation of black money 
and bow the taxation structure should be 
tailored to prevent bJack money. In 1958, 
there was the Direct T dxation Enquiry 
Committee, and in 1968, there was the 
Committee Departmental Officers. In 197 J, 
there was the Wanchoo Committee and in 
] 983, the National Institu te of Public 
Finances and Policy was comm issioned to 
prepare this report which is presently 
under discussion. 

It shows how concerned we are on 
both side~ of the House about black money 
generation. But it appears that the concern 
of the Government is mere]y theoretical 
and sporadic. It raises its head from time 
to time when necessary for the ruling party 
to create an image to the nation that they 
are concerned about black money. Even 
that is not to be thrown away. If such an 
occasion comes, we should welcome it for 
a discussion here, because that would 
reflect the mood of tbe nation. We hope, 
although we do not really believe, that 
some action will come out of it. There is 
another thing which I welcome in the 
attitude of presesent Government. When 
the Wanchoo Commission lave its report, 
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the then Government tried to suppress it 
and lha t report had to be sm 1I ggl cd ou t of 
the Government for the public to know 
the contents of il. Whl re~s this time, the 
Government have voluntarily disclosed 
the report. That is good. 1 should say 
that I gave a cursory reading to the report, 
as I do not have tbe time. Nor do I have. 
frankly ! peaking, all the erudition to 
understand the report in its entirety. So 
whatever I have understood about the type 
of methods employed and the conclusions 
reached by this report, soml.how or the 
other. it appears to me to be somewhat 
tai1or·made. I £m not saying that .hose 
persons hr. ve been told to come out with 
those (.ondusicns. But possibly. they are 
like-minded people. people who in general, 
agree wjth those who nre in the Govern
ment now. And those who arc in the 
Government noW are, by and large in 
agreement with their predecessors in the 
last Government. Possibly, the people who 
have been recruited who have- made this 
report are like-minded people. Naturally 
they have come out with suggestions which 
are suitable for the pi esent Government 
to follow. Liberalisation, doing away 
with the direct taxes, or at least reduction 
of rates, etc. are found in the Budget and 
it is the same thing which this report also 
recommends. This lurking suspicion will 
remain in my mind. whatever the Minister 
may SltY to the contrary. I feel that tbis 
report is for the purpose of getting support 
for certain measures which the Govern
ment have already determined to carry 
into effect for the purpose of building up 
a solid core of supporters in the country. 
And the affluent sections of the country, 
both rural and urban, will be the suppor
ters of this Government, once the Govern
ment to implement these measures. For 
that, it will get sustenance frem the recom
mendations of the report. So, this is a very 
poJitically motivated report in a sense. 

The authors of the report themselves 
have said that people might find fault 
with the methods they had applied, the 
definitions, the parameters and every
thing. I am not finding fault with any of 
these. But the ultimate conclusion which 
they have arrived at, i.e. 37,000 crores of 
rupees of black money was generated in the 

year 1983·84, is I think a gross under-estima
tjon. I say this because for the same year, 
the J MF experts estimated that Rs. 86,000 
erOles of bJa<.:k mon~ y was generated. 
There is a large g"p bdwcen 37,000 and 
86,000. 

SHRI VISHWANATH PRATAP 
SINGH: Whom do you rely on, the IMF 
or this report ? 

SHRI AMAL DATTA: I am not 
reJying on either of them. Both are equally 
unreliable. I WIll not go into all the 
recomendcltions. Certain thinss have been 
stated as a conclusion by this report. It is 
said that voluntary disclosure -scheme will 
help to reduce bt.1Ck mo,ley. It is an 
ab~urd proposition because this voluntary 
disclosure has (ome in ehry dl'cade, not 
once, but twice or thrice, but it has nOl 

at all decreased the amount of black 
monlY. On the other halld, since the time 
of the Wanchoo Commi~sion's Report
jf I am wrong, I may be corrected- from 
Rs. 10,000 crores in 1973-/4, it has gone 
up noW to Rs. 37,000 "'TOfl s. That is your 
own estimate. I am talking abollt your 
own official estimate. So, if that be the 
case, vo]unt~1ry djsclosul es are taking 
place. In the meantime, the bearer bonds 
have been there. One thousand crore has 
been mopped up in the bearer bonds. 

Another suggestion is that some slum 
clearance bonds may be floated so that 
nobody will question the source of money 
and then people will subscribe to it 
because they will be able to satisfy their 
urge to do something for the nation. There 
was no such urge so far as bearer bonds 
are concerned. J think it is an absurd 
proposition. People Who generate black
money do so at the expense of the nation; 
later on they will not give it up for the 
purpose of benditing the nation. They want 
to see that the money in whichever way it 
is earned, is used for their own purposes 
only. once you allow them to do so. 

Now. the Government's spending has 
been held up as a source of bJackmoney 
creation and out of this Government 
spending, what has been singled out is the 
canal maintenance, public works. buildinp 
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and even anti-poverty programmes, Jand 
development agencies, civil and defence 
pllrch. srs, ctc. Why is it so ? It is because 
the- Government does not exercise enough 
vigilance. \Vhy does the Government not 
exercise vigalance with its OWn money 20 
td 40 per cent of which is siphoned off 
into b\ackmoney. This is not the question 
of being liberal with anybody. It is a ques
tion of being strict and very vigilant. This 
Government which is in office for the last 
eight mon1hs should have been able to 
stop all these leakages by this time. They 
have not even taken the first step. 

Then, they say another thing. The 
politican, are always held up and I think 
the parliamentary politics of the West
minster type grafted in Indian soil has 
given rise to a lot of corruption and for 
political purposes, real or imaginary, Jot 
of money flows from the businessmen into 
people in politics. That is true. But that 
can be eliminated by a ~ystcm where 
parties are made accountable for whatever 
money they receive for the election ex
penses. They have also suggested that 
only floor level expenses should be borne, 
which means that for further expendIture, 
the candidate or the party have to fend 
for themselves. That can be prohibited. If 
you follow, for instance, the German 
model for election, direct and indirect, 
both combined, where the candidates are 
fully funded by the Sta teo Unless we go over 
to such a system, we cannot stop it. In 
our present model of Parliamentary demo
cracY we cannot stop .corruption by 
politicians. 

One thing that has been found out is 
that there is a lot of kick-backs, commis
sions etc. given by the businessmen to 
people in Government who are incharge of 
the discretionary controls. So controls 
have to be made non-discretionary. This 
has to be done. The controls have to be 
exercised by people who must be morally 
superior to the present generation of 
people. This is number one. Number two, 
there must be vigilance behind that. To
day, if a person has got some discretionary 
power with him and jf he takes a kick· 
back, he can put the money anywhere 

and there will be no control. Nobody will 
be wiser. The bUSinessmen who accumu
lates, who evades income tax often does 
so not only for the purpose of evading 
income tax, but also sales tax, excise' duty. 
customs and everything all in one go. 
Somewhere or the other there is a record 
that he has purcbased this tbing. But that 
record and the record of the taxation 
departments are all separate. One person 
can go and say something to the Sales Tax 
Departments, something else to the Excise 
Department, something stjll different to 
tbe Income Tax people. But why should it 
be so ? Even though the tax authorities 
are different, there can be one integrated 
form; or somewhere, all these figures can 
come in, and they could be integrated, 
collated and scrutinized, so that the 
businessman will have less opportunity for 
evasion. 

Our prescnt Government is very fond 
of computers. This is one field where they 
can instantly uo so, and I will support the 
installation of computers to see that all 
data from all sources flow into one com
puter, in respect of one business house or 
one individual Then this can be analyzed 
and seen where he is trying to eVade t.lX. 

This is one area, where in so many words 
they have not suggested it. But it should 
be done. 

Another avenue hus been opened, vi:l. 
non-resident investment. Thi!) is lome
thing very important. Non-resident invest
ment was opened last year, or may be in 
1983. 

SHRI PRIYA RANJAN DAS MUNSI 
(Howrah) : I thank you; at least here, 
you have supported the idea of computers. 

SHRI AMAL DATTA: For this pur
pose. This non-resident investment must 
be stopped. This has not only given rise 
to some people bringing ill money from 
abroad, wherein nobody knows where the 
money is coming from-as for instance 
this Escorts take over hid. Government 
itsel f says it is not going to enquire into 
who has financed this Coparo Group to 
purchase these sbares. If that be the 
attitude of the Government, then people 
will take commissions ; people will take 
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kick-backs, particularly on foreign purcha
ses, accumulate the money, and bring it 
back throuah some non-resident. And they 
will try to l'~ ~llr. I the big industrial 
empires here t as it i~ already happenjng in 
this Shaw \VaUace case which is before 
the Company L.),W ilo.trd. There is this 
one person; wha t i~ 1 he asset of that 
person is not kl\{"vl1 Hut a company in 
Hong Kong having $200 as capital has 
borrowed several hundreds of crOTes of 
rupees from somewhere, and got the 
shares of the controlling company of Shaw 
Wallace, This is the type of thing which is 
going to happen. 

Our businessmen helve .dways been 
doing this under-invoicing and over- invok .. 
ing, to accumulate [)Ioney in foreign 
lxchangc ; and now the Government has 
opened for them an ,Ivcnuc to get that black 
money back illto Jndia. This must be 
immediately stopped, if they want to see 
that Government remains independent, and 
that the puraUe) economy is extinguished. 
Otherwise, there is no sense in our dis
cussing this matter here to-day. 

[Trans/alion] 

*KUMARI D.K THARA DEVl 
(Chikmaga)ur) : Maddm Chairman, accord
ing to the report of the lhltjonal institute 
of public finance and policy on aspects of 
black monlY in India, an amount of 3J to 
36 thousand crOfes of rupees of black 
money is in circulation in our country. 
After in dependence several committees 
have been set up and these committees 
have given their reports. Inspite of severa) 
recommendations of these committees the 
generation of black money is going on the 
increase. This factor has affected not 
only our political system and administra
tive system but also 'our economical system. 
My basic question to the hon. Minister is 
why this black money is growing inspite of 
the fact that several )(1\\,8 have been 
enacted to curb it 

I feel that the laws and reports of the 
Committees alone cannot root out! blaok 

money ftom our country. Even the fre
quent raids will not succeed to put an end 
to this malady of black mor.ey. We have 
to bring in a fundamental chang\.! in our 
political system and administrative system. 
First of all We have (0 wipe out corruption 
from these systems. The administrative 
set up has to b\~ set right. Until this slep 
is taken I am afraid that we may not 
succeed in removing black nwney. 

People as they go on accumulating 
more and more money, try to evade t:lxes. 
I do not think that the report of thc-,wari
ous committees and a change in lh~ law 
structure would en.tbJe the Gove to f:et 
rid of this malady of black money in the 
society. Another ironical things is th :t the 
people with black wealth are h.dlcd in the 
society. They and the black markctc:rs 
get ~ncollf[lgemcnt from the political sys
tem also. Society also considers them as 
super beings-

Con-uption is unothcr important factor 
which has encouraged the growth of black 
wealth. They can't be stopped by raids 
and change in tax structure. First of all 
corruption should be rooted out. 

Expendit~re in elections is another 
important factor which is influencing crea
tion of black wealth. It results in increase 
in prices of essential commodities and 
inflation. Therefore, it is high time for the 
Govt. to put a ceiling and to limit the 
election 'ex.penditure irrespective of parties. 
All parties have to agree to limit their 
expenditures in elections. Otherwise it is 
not possible to control inflation. On the one 
hand we give speeches here in the House 
as to how to cllrb black money and infla
tion, on the other hand we give a chance 
to the ~rowth of black wc;"lth and black 
money. Al'wut thiS, I do nllt know whether 
to laugh or to feel ashnmed. 

the malady of black money has spread 
in our democratic set up. We have to 
search our hl'arts. All political parties 
hU\1e to think about this matter serious1y. 

·The speech was originally deliverod in Kann ada. 
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We give various assurances at the time 
of elections but how far have succeeded in 
fulfilling them? Black marketeers and 
smugglers also try to play their role in 
elections. They will try to bring a parti
cular party to power which suits their 
choice. To fight against these forces cbange 
in law structure alone is not sufficient but 
a strong political will is very essential. 

Special courts have to be set up, to 
deal with the offences of black wealth and 
black marketing. Sp(cial staff has to be 
apPointed to deal with such situations. 

This special staff and other higher 
officers should a]so be made responsible in 
such cases. Many lAS officers and polke 
officers even though they know about these 
cases they do not take any stringent action. 
The Govt. should tell those officers to be 
vigilant and to take proper action, in cases 
involving smuggling and b},lCk wealth. 
There are some very good, efficient and 
sincere officers. TheIr devoted service must 
be recognised and all kind of morn) support 
should be given to them. This should be 
the primary duty of the Govt. 

In addition to checking of Income-tax 
evasion and stamp duty evasion corruption 
also should be condemned at all levels. 
There afe instances where ordinary 
village level workers have constructed 
houses worth six lakhs of rupees. Public 
Works Department also delays the works 
and the expenditure goes on increasing 
from SO crores it may go upto SOO crores. 
This is the state of affairs. Many engineers 
are also induJging in corruption and they 
are accumulating black wealth. What 
action has been taken by the Govt. against 
such officials ? 

The tragedy is that even religious 
places are not spared by the people who 
are generating black wealth. They can 
safely keep the money there. Mutts and 
other religious places are used to keep the 
black wealth. Some of Gurus of these 
mutts are also indulging in such activities. 
They evade taxes also. Therefore J urge 
upon the Govt. to take stern action alainst 
l\1th persons also. A black list must be 

prepared of all these unscrupulous ele
ments. If they are doing some busines8 
their licences should be cancelled. They 
should be given severe punishment as it is 
given in the cases of other crimes. Other
wise there cannot be any change. Then 
only they would be law abiding and avoid 
indulging in black wealth. Then only they 
caD avoid wrong path and join the main 
stream of national progress. 

[English1 

PROF. NARAIN CHAND PARASHAR 
(Hamirpur): Madam, the obseSSIOn with 
black money is traditional and has a long 
history an d our friend fr0111 the opposition, 
Mr. Amal Datta spoke of some measures 
which were considered even prior to inde
pendence. But I do not find allY crt"dibiJity 
in his remarks that the present Govern
ment is making a show of it. 

Madam, it is vel y clear tha t the Prime 
Minister has taken up the challenge. He 
promised three things in the beginning of 
this year. The first was to strike at the root 
of political instability and check defections, 
and the anti defection biJI was passed. 

The second is, this the bJack money: 
and third is the misuse of authority and 
to check it the Lok P.11 Bill is coming up. 
So, on all the three fronts whatever be 
promised he is implementing, because 
everybodY knows that it is in the best 
interests of the country because the nation 
IS aware of the sincelity of the leadership 
at the moment. And also the recent trends 
and the recent measures taken by the 
Minister of Finance are also a proof of 
the sincerity. So. let us wish success to 
our leadership in this task. But if we 
only harp upon certain diches the problem 
of black money cannot be wished away, 

We have alreadY taken some measures 
and reference has been made to the volun
tary disclosures scheme launched earlier. 
There were four such schemes in 1951. 
ODe such scheme was there in 1957. two 
were there in 1965 8 nd one such schelDe 
was there in 1975. And similarly, the 
debentures and Bearer Bondus were also 
there. But bow it it tbat still We have Dot 
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succeeded and whatever money was conec
ted through these schemes was only a 
fraction? 

As you kla'W, the estimates differ. One 
estimate, of the present committee puts it 
at Rs. 37,000 crorcs, of another estimate 
by the well-kr,own c(.onomist Adiseshaiah 
puts it at Rs. 59,000 crores, and a tbird 
estimate; puts jt at Rs. 31,000 crores. So, 
it is at variance. According to the system 
of percentage the IMF believes that SO per 
cent of the GNP is black-money in India 
whereas in USA it is 2S per cent. Italy and 
Sweden 20 per cent, Britain 10 per cent 
and Japan 5 per cent. So~ whatever the 
size and scale of the black-money, serious 
measures arc required to curb it. But 
more than that a psychological approach is 
needed. At present, a tHX evader finds 
that there is more saving in evading the 
tax than paying it. So, he resorts to a1l 
sorts of tricks. He goes to the High Court. 
A large number of cases are pending in 
the High Courts and the amount of income 
tax arrears involved is huge. It is cheaper 
to pay to the advocate and carryon the 
case for five years than to pay the income
tax. So people who are tax evaders, adopt 
cheaper methods. We have to discourage 
this tendency. When the transactions 
regarding sale of property takes place, the 
price is quoted sometimes at a higher 
figure and sometimes at a lower figure. It 
is the stamp duty which is involved for 
the State and lower liability for the seller. 
Like this there is a system of convenience 
worked out by the buyer and the seller. 
It is the State which is cheated, and the 
exchequer suffers on account of this leak
age. We have to plug this. The simplifi
cation, as has been sUggested, of our tax 
structure would be in the best interest of 
the country and would be a right blow at 
the evil of black-money. 

A reference bas been made to a num
ber of schemes. One such scheme sug
gested is the creation of a national fund 
for the eradication of slums. This is one of 
the recommendation that if the people are 
allowed to offer black-money for purposes 
which are of socially welfare type, then 
the Bociety will accept it. ODe such project, 
as sugestcd. is eradication of,slup from 

the cities. Rs. 100 crores can be given as 
an initial investment by the Central and 
State Governments. All those people who 
have black money can be' invited to give 
black money there. Then, of course, the 
fund will increase and a social evil would 
also decrease. But be that as it may, an
other scheme is of debentures. There it has 
been suggested that while no question 
should be asked about the s~urce of money, 
the interest from these debentures should 
be subject to income-tax and the value of 
the debentures should be subject to wealth 
tax, but they should be exempted from 
gift tax. These are tbe measures which 
have been suggested. 

There has been a reference to the poli
tical wjJl on the part of the leadership and 
integrity and honesty of the officials. This 
is a big question mark whether we will be 
able to this or not. On the one hand. we 
continue sniping at the Government when
ever there is a step taken in the right 
direction and on the other, whenever a mea
sure is taken to strengthen the hands of 
the Government, tbe opposition starts 
working in the other direction. The recent 
judgement of the Supreme Court regarding 
Article 311(2) is a case in point. Nobody 
wants a civil servant to be dismissed imme· 
diately on frivolous charges of corruption, 
etc. But we have to see that some in
built mechanism for honesty and integrity 
is ensured in the service career. 

Secondly. there is a question of political 
leadership. What more courage is 
required than this that we have taken 
three steps and tackling of black-money is 
one of them 1 Of course, finding of 
elections has been suggested. But countries 
like Japan and USA where it is done and 
the Government prints posters for election 
campaign for various candidates, where 
writing a postcard is a corrupt practice 
but a telephone call is not, black money is 
still there. 

19.00 hrs. 

Who would say this 1 Would the fund
ing of election to these gimmicks eliminate 
black money 1 It win not. Of course, the 
ceiling oC Rs. 35,000 or one lakb for 
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expenditure would not do. SOt I suggest 
some sort of expenditure tax to be there 
so that whatever income is there, it could 
be seen how he spends that. If the entire 
gamut of expenditure is taken into account, 
then various loopholes can be plugged. Of 
course, there are objections to it. Many 
people say it is not workable. But wh<!t 
is the harm in trying it? We h.1VC taken 
so many measures, so this measure can also 
be taken. When a man enters a public 
office, let him file an affidavit, or let him 
file an account. A sy~tcm known as CIN 
(Citizen Identification Number) has been 
suggested, some kind cf a code number, 
year of birth and all tha t. So, evcrybody 
carry an identity card with CIN num
ber and all thut. But this can be done 
whenever a public servant enters the office. 
When be takes the oath of secrecy. let hini 
show his jncome a]so, and When he retires, 
let us find out, by whatever measure you 
can, as to whether all that he has earned 
is in consonance with or in scale with what 
he could have earned as an honest officer. 
Same thing should apply to politicians also. 
It shouJd apply to aU, whosoever is serving 
the public. Whether a legislator or an officer 
or whosoever benefits from the State, a 
business or an industri.tJists, should also 
be accountable to the nation as to where
from he has gathered that wealth. I would 
end by quoting Adam Smith. What is the 
ultimate impact of black money ? Its ulti
mate impact is exploitation. It results in 
exploitation of the have nots by the haves. 
So, Adum Smith said some time back, "A 
landlord, a farmer, a master manufacturer 
or merchant, though they did not employ 
a single workman, could gencraJJy live a 
year or two upon the stocks which they 
have already acquired. Many workmen 
could not subsjst a week. a few could sub
sist a mcnth and scarcdy a year, without 
employment. It So, it is the working class, 
it is the Jabollr, it is the Jand less people, 
it is the people who are unemployed, who 
are vktims of black money. Let us eradi
cate this evil or.ce for alJ and let us try to 
pJcugh it rack. 

19.01 brs. 

(Shrl Sharad DI8he III the chai,J 

[Translation] 

SHRI BIRINDER SINGH (Hissar): 
Mr. Chairman, Sir, the people of this 
country have developed a firm faith that 
since Shri Rajiv Gandhi's Government have 
tried to provide a clean administration to 
them so he will certainly be successful in 
this field also. People are fully confident 
about it. The hon. Finance Minister can 
achieve success in this field. 

If the branches and leaves of a tree are 
trimmed in order to ~tl cngthen the roots, 
efforts should be madc in that regard. But 
there are certain trees which, after their 
branches and loaves have been trimmed, 
sprout rapidly after rainfall. The report 
of the National InStitute for Public Finance 
and Policy lays stress on bringing Improve
ments in this very system. 

Sir, if you go into any Act, whether it 
is the Income-tax Act or the Sales Tux Act 
or the Central Excise Act, you wjJ] find 
basic lacunae in it. If you do not remove 
them, you will not be able to check black 
money. 

An assessee has got the right to go in 
appeal to higbeJ;' authority or a tribun.11 in 
respect of his assessment. But jf any 
higher officer does not uphold the decision 
of some lower officer (.If doe'\ n<'t consider 
that his decision is in the int<:rest of the 
Government, then there is no provision 
for the junior officer to file un appeal 
~lgainst that order. Under an established 
practice higher officers will make suo moto 
review of 10 cases out of 1000 cases and if 
any lacunae come to notice, further action 
will be initiated in one or two cases. 

Sir, I would hke to dr,lw the attention 
of the hon. Finance Minister to how black 
money is generated. In the Schedule of 
the Central Excise Ac.t, there are 1 to 68 
articles on which centra) excise duty is 
levied. If the officer treats article 68 as 
raW material, it also becomes taxable. 
According to the figures supplied by you 
an amount of Rs. 12,000 crores is to be 
realised in a period of one year and an 
amount of RI. 3,000 crores, i.e. 2S per cent 
amount has been realised in the first 3 
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months and it is a satisfactory state 'of 
affairs ; but where does article 68 stand in 
this amount of Rs. 3,000 crores ? Supposing 
coal is consumed in the form of fuel in a 
factory and coal ash is used as raw material 
in another factory; it depends on the 
officer concerned to levy or waive excise 
duty on that raw m.lterial when used in 
the other factory. I would like to know 
the extent of such amount which should 
have formed part of this amount of Rs. 
3,000 crores, but which has been concealed 
from you 1 Law will have to be amended 
so far ,IS these ba~ic things are concerned. 

Mr. Chairman, Sir, many monopoly 
houses and industrhdists indulge in the 
practice of diverting the foreign exchange. 
We import pulp from abroad @ Rs. 300 
per tonne but the rate is shown as Rs. 500 
per tonne. The difference of Rs. 200 is 
deposited in the Swiss and U.S. Banks. 
Thereclfter, this Ill( llly h brought here and 
utilised as black money. In Indonesia, 6 
to 7 factories of Indians exist in the private 
sector and an investment of Rs. 50 crores 
on cHch hc-s been shown in the books, 
whereas the vallie of spare parts and 
ma(hincry which w, ~ installed there was 
Rs. 5 crores only. III this wayan amount 
of Rs. 45 crores has been credited in the 
name of that induslri(llist. These people 
have adopted such methods. 

I would like to point out to the hon. 
Finc:'ncc Minister that if out of Rs. 1,80,000 
crores in\ested in the public sector, you 
earn 30,000 crores during the Seventh Five 
Year Plan, the misconception created by 
the industrialists that there should be com
petition between the public sector and the 
private sector can be removed. It is a 
wrong notion. Supposing, there are 6 
cement factorirs. If you want that cement 
factories should be in the pubJic sector 
cnly, lh€D no cement factory should be 
allowed to be set up in the private sector. 
I would like to give you an example in this 
regard. Take the recovery rate of all the 
cooperative sugar miJJs or the private 
sector sugar mills for the past 10 years. 
The recovery rate of a cooperative sector 
mill was 10.5 against the rate of 9.S of the 

industrialist. If his production is 10 lakh 
bags, he evades excise duty on 10 thousand 
bags and sells them in the black market. 
They have adopted this method. I, there
fore, request you that this structure needs 
to be changed. 

In this report a mention has been made 
about bonds and slum c1~arance. Do 
these industria lists want to offer alms to 
the poor pepple? WilJ their money be uti· 
Jised for clearing slums? Attention should 
be paid towards foreign trade also. U.S.S.R. 
shotlld be asked to negotiate with us 
directly. If she wants to purchase any 
item, she should hold direct talks with the 
Government. Why should she do so 
through her agents? Foreign trade will 
have to be nationalised. Articles of basic 
necessities should be produced in one sector 
only no matter even if it is in the private 
sector. In the ll:' me cf competition they 
cheat the Government. You will have to 
stop it. I hope you will look into the 
matter and see whether We can bring about 
basic changes in these policies. 

·SHRI R. ANNA NAMBI (Pollachi) 
Mr. Chairman, Sir, (In behalf of my party, 
the All India Anna D.M. K., I would Jike 
to participate ill th..: di~~ussioll on the 
Report about aspects of black money sub
mitted by the National Institute of Public 
Finance cmd Policy. I am grateful to you 
for giving me this oppcrtunity to give my 
views and suggestions regarding the pro
bJem of bJack money in the COUll try. 

At the outset I would say that black .. 
marketing has become an inalienable part 
of trading activities in the country Unless 
we eradicate black-marketing we will never 
be able to curb the growth of black money 
in the country Many years ago Santanam 
Committee had ghen \-ery valuable recom
mendations. After that Wanchoo C('m
mittee had a) so recommended sevc;al 
ways and means to end the menace of 
black money. But the very fact tbat black 
money is enveloping the country like forost 
fire goes to prove t,hat these recommenda
tions have not been looked into by the 
Central Government so fUf. 

------------------------------'" ~ .-..,.,..-, -- .. ._., ... --
• The Speecb was originally delivered in Tamil. 
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The report under discussion gives 
example of how year ufter year black money 
to the tune of severa) thousands of crores 
is being generated In 1983·84 21% of the 
Gross National Product got converted into 
black money. This amounted to Rs 
36,786 crores. Our Central Minister, Shri 
Sathe bas referred to this aspect in his 
recently published book. The economic 
policies of the Government are not meeting 
with success because of parallel of black 
money economy widely prevalent in the 
country. Black money is responsible for 
the price-spiral of essential commodities. 
Black money is the main cause of the steep 
decline in the real value of rupee to 16 
paise. In 1980-81 77% of income escaped 
the tax net. The public expeuditure was 
9% of Gross National Product in 1950-51. 
This had gone up to 27% of GNP. in 
1982·83. Santanam Committee and 
Wanchoo Committee have referred to the 
opportunities created by the phenomenal 
increase in public expenditure. Even on 
random sampling of public accounts taken 
up for scrutiny by the Auditor General 
reveals many loopholes leading to genera
tion of black money. The urban real 
estates dealings are also the seed-bed of 
black money. This has become a universal 
feature. The private sector imports con
tribute to generation of black money. Rs. 
2000 crores worth of goods are imported 
under replenishment licences Which can be 
sold and re-sold for huge margins. Unless 
you do away with the system of replenish
ment licences, we will not be able to 
make any dent on black money. The public 
accounts should be prepared in a scientific 
manner. 

It is really unfortunate that in General 
Elections black money plays a vital role. 
Our Chief Election Commissioner has 
referred to this in a public statement . 

. The Government should meet the entire 
election expenditure. Then only there will 
be an appreciable reduction in the genera· 
tion of black money. Similarly, some way 
out must be found out to stop the sale 
and re-sale of urban properties in metro
politan cities, which wiJI eradicate the 
source of black money. 

The Government of India implomented 
the scheme of demonetization of high 
currency notes in 1946 and in 1978 without 
any tangible result. In 19S1, 1965 and 
1975 the voluntary disclosure schemes 
were also implemented without much 
success. In 1981 the scheme of special 
bearer bonds were implemented aDd this 
also did not yield the desired results All 
these schemes proved to be incentiv·es for 
the people wallowing in black money. 

I would suggest creation of National 
Slum Clearance Fund, National Drought 
Relief Fund. National Food Protection 
Fund and such other funds in which 
these people should be allowed to invest 
their money. This investment should be 
exempt from income tax. Under the dyna· 
mic leadership of our Chief Minister. 
Dr. M.O.R. the slum clearance work has 
received a tremendous boost. The work of 
Tamil Nadu Slum Clearance Board has 
recejved encomiums from World Bank 
experts. If be is given more funds in the 
form of National Slum Clearance Fund, 
he will eradicate poverty from Tamil 
Nadu. The State Governments should be 
permitted to float Stich National Funds for 
welf~ue activities. 

Now the Central Government is 
spending hundreds of crores of rupees in 
cleaning the river Ganges. If the other 
national rivers arc also to be cleaned, then 
the Government will have to mobilise 
resource~ to the tune of several thousand 
crores. For example, recently it has been 
found out that many lakhs of people in 
Tamil Nadu are afflicted by serious mala
dies because of drinking pol1uted Cauvery 
water. The cleaning of Cauvery water has 
also to be undertaken. I suggest the forma
tion of River Waters Cleaning Fund in 
which these people should be allowed to 
invest money. At least then the black 
money wilJ be utilised for developmental 
and welfare activities. 

In the end I would suggest stringent 
measures to be taken against tax evaders. 
Unless you award deterrent punishment 
for tax evaders, not merely simple penal
ties, you would not be able to stop genera
tion of black money. Tax evaders should 
be given conviction. Then only others 
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will not be tempted to evade taxes. With 
these few words I conclude my speech. 

SHRI BALASAHEB VIKHB PATIL 
(Kopargaon): Mr Chairman, Sir, first of 
all I would like to thank you for giving me 
an opportunity to speak and then I com
mend the hon. Finance Minister for taking 
many stringent steps te eradicate the evil 
of black money from this country. During 
his speech from the ramparls of the Red 
Fort on 15th August, the Hon. Prime 
Minister had said that Government had 
already solved two major problems and 
proposed to take immediate steps to check 
bJack money or to reduce its generation to 
the minimum. Stringent punishment should 
be awarded to those who indulge in the 
generation of black money in the country. 

It is true that black money is increas
ing in the country A tendency is deve
loping jn the SOC;Cl} that previou~]y We 

used to ccdl the person amassing black· 
money as a sinner, but now we, calJ the 
person not doing so as a sinner. The 
person amassing bJack money is called a 
big person ~md he becomes an industrialist 
also. In this reg~lrd I have rightly read 
somewhere that : 

(English] 

The benefit of the black money is that 
black is beautiful when it is moncy. 

[Translation] 

Such a tendency is developing in our 
country also .... (Interruptions) But When 
it is money .... because we have adopted 
the policy of mixed economy, the result 
is that corruption is increasing in our 
country. Land ceiling Jaws were enacted 
here. As soon as the people came to 
know about them, they divided the land 
in certain States before-hand. It therefore, 
request the hon. Finance Minister to see 
that before announcing any new policy, 
the implications \ber¢of should be fully 
visualised and new policy should be 
announced after considering aU the aspects. 
If any raid is to be conducted it should be 
done secretly because on getting a clue 

they conceal whatever is possible. Then it 
serves no purpose. 

Secondly, it is also correct that Non
resident Indians also want to bring their 
black money to India. It is all right, but 
we would have to be vigilant to ensure 
that paraHel economy does not come under 
their control. Keeping in view our O.N.P., 
it would have to be seen how much invest
ment shou1d be alJowed for the non·resi
dent Indians. It has to be watched, 
otherwise disproportionate investment may 
also prove to be dangerous for our 
economy. 

I would also like to say a few words 
about taxes. Now when We have a look 
at direct and indirect taxe~ and when we 
go through the proposals of indirect taxes, 
we feel that the number of taxes have gone 
up so much that this Lisk now appears to 
be very difficult. When we look at direct 
taxes, we find that in 1950·51, among 
direct and indirect taxes, the number of 
indirect taxes was 231 Hnd in all there 
Were 396 taxes. But when we now look at 
direct and indirect taxes, we find that the 
number of direct and indirect taxes is 
5,000 and 30,000 respectively and in all 
there are 35,000 taxes. But when India 
got the frel'dom, the percentage of direct 
taxes at tbJt time was 33 per cent and 
now after 38 years of independence the 
perccnt(lge of direct taxes has gone down 
to 14.3 per cent and the percentage of 
indirect taxes which was 33 per cent has 
now gone up to 85 per cent. This has 
encouraged the generation of black money. 

Now I would like to say somethins 
about Sales Tax. The Sales Tax is also 
the cause of black money. I do not know 
what additional excise duty, etc, has been 
imposed. We had made many promises to 
remove Sales Tax. but we have not been 
able to abolish Sales Tax so far. So long 
as we continue to increase indirect taxes, 
there would always be a scope for genera
tion of black money, because there is still 
a Jot of difference betwe~n direct taxes 
and indirect taxes. You take Sales Tax for 
instance. You may 80 to any shop and 
purchase any commodity, the shopkeeper 
would not write your name. Hon. Finance 
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Minister may himself go to any shop, if 
he does not disclose his identity to the 
shopkeeper, he would give a simple cash
memo to him. which would not indicate 
the name of the customer and the item 
he is purchashlg. Duplicate accounts are 
maintained in this manner. If the hon. 
Finance Minister reveals his identity. it is 
just possible thnt he may write his name, 
otherwise no shopkeeper writes the name 
of the cUl,tom.cr. I would, therefore. 
reqlltst the hon. Finance Minister that he 
should concentrate more on direct taxes 
and reduce the numbt:r of indirect taxes. 
It would curb price rise and there would 
be a lot of relief to the customer. 

I have collected a number of figures 
in this connection, but as there is shortage 
of time, I do not wapt to quote them 
extensively. Rs. 7336 crores or 59 ~cr cent 
of the total money in India is circulating 
in the form of black money and 39 per 
cent of black money h; generated by Sales 
Tax but whclI raids :'fC conducted and 
when we go thlough the lists, we fil1d that 
only Rs. 10 lakhs. 20 lakhs or R ~ 25 
lakhs have been collected a., are' ult of 
raid~. When cron's of rupees arc circu
lating as black JllOiH,"y in the country and 
only Rs. 10 lakhs, Rs ] 5 Jakhs or Rs. 20 
ttkhs are collected as ;1 remit of raids, it is 
not going to strvr any rurpose. It appear ... 
to me that the persons who undertake 
the raids .. rc also in collusion with the 
busine<>smen, wllo come to know abollt 
the raids beforehand. I do not say that 
only officers arc at f,wIt. We, the poJiti
cians are also involved in it. We, the 
politicians are also to share the blame. 

Next, I want to say something about 
the elections. It is COlflct thnt simply 
rc)'rim I11Jing the offic~ rs is I1(H going to 
serve the purrose. W c: would ~! ho have to 
menu t ur wa) s a bit, b(.caus~ un lil we 
fol1("Iw the light path. thil gs at e not going 
to impro\-c, The otTkl'fs would have 
grievances agcdnst us and we would have 
grudge against the officers and work cannot 
go on in this way. Both of us have to 
work in co-ordination. Both of us should 
have high morale. The officers as wen as 
'the politicians in the States should think 

!, 

that such type of partial behaviour is not 
going to yield any results. Neither would 
dissension between officers and politicians 
be helpful in curbing black money. On the 
contrury, it would help them. Until our 
subordinate officers work properly, work 
cannot go on properly. All the people 
would have to work properly. only then 
work can go on properly. All of us
whether one is Minister, or M.P. or M.L.A. 
or Political worker or anybody else-will 
have to give serious thollght to it. UnHl 
the entire expenditure of the elcctions is 
met from the Gove, nm!.'nt treasury, the 
genel'ation of black money would continue 
uI1Jb.lted. 

These days we sec that a person hav
ing black money has easy access to the 
Minister but the ordinary M.Ps. like us 
havc to wait for ten or fifteen days to see 
the Minister, because We Lannot gh'c them 
anything .tnd we c'nnnt pr'ovide them any 
help in the elel.'tions. The doors of the 
Miniliter's house arc always open to one 
who can provide help to him. I would, 
therefore like to draw your attention to
wards thi" and a ~eriolls thought would have 
to be given to thie;; to tind some way. 

I do not say t hat there i ... lack of politi
cal wilJ t but it h-ts a Iso to he ~cen as to 
how it is implemented. Our Hon. Prime 
Minister mdY l1lJkc :,my number of 
annottnCCInt'l1ts' but, until these announee
ml"..l1ts arc lm;)lemenk<.i, they ale not going 
to s(.rve any flUI p. sc All of u') have to 
implemcnt them ., fh r all. Therefore, law 
5bDllJ be amended. With thesl' words, I 
express my thanks to yOll and conclude 
my speech. 

[English] 

SIIRI VIJA Y N. PATIL (Erandol): 
Sir, it appears that we are pas~irJg through 
real "Kaliyuga". Sir, we have degenerated 
in (Inc single generation from honest 
so.:ielY to dishonest society. The question 
of black money is so much pllrt of our 
society that majority of the individuals, 
knowingly or unknowingly enter intp 
transactions that tesult in tax evasion. At 
some time or the other they make smaJI 
c< nstributions to the tax-evaded money. For 
th.: sake of time saving and for convenience 
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sake, we buy cinema tickets and rail 
tickets in black market. 

A currency note travels in a day some 
times from black area to white area and 
it may land in black money or white 
money in the night. If we take the example 
of a person taking his breakfast in a 
Five-Star hotel, he wiJl give the waiter a 
tip of Rs. 10. That becomes black money. 
The waiter goes to the vegetable vendor 
and purchases some vcgctabks for his usc. 
There the money is convl..rted into the 
white money. The vegetable vendor goes to 
a rinerna haJJ, purchases five tickets for his 
family members in bJack, paying two 
rupees extra. That note again becomes 
black. The man who &old these tickets in 
black, if he goes to a hotel and purchas(.s 
Tandur; Murgl the note is convrrted into 
white. But if he gives bhakshis to a Cabaret 
Dancer, it is again a black money} tin· 
accounted money. 

So, in a society we find this black 
~nd white phenamenon. The Wanchoo 
Committee and other Committees Tt'ports 
on the existence of black money arc com
paratively not a real picture. Of course, 
it is a picture as far as our national 
economy is concerned, as far as exploita
tion, inflation and all these factors are 
concerned. 

What is the main cause, what are the 
main reasons for generation of this black 
money? In this industrialised society, 
mixed economy, ~ttraction for the capita
lists, and the lust for luxury living are the 
main causes for the generation of black 
money. 

Why is the smuggling of gold OD the 
increase? I witness that all Indian women 
have gold ornaments. She will purchase 
gold at any cost. 

Sir, there is also the weakness for 
liquor. A clerk may not take money as 
bribe. But he may accept Johny Walker 
for giving a permi t. 

(Interruptions) 

Our liking for the Flve-Star culture also 
is responsible for this. 

The mojor areas where the black money 
is generated, all of you know. If we COD

sider smuggling, we have seen that in 1969, 
70, 71, we have abolished free purchase. 
Those things are no more. But the smugg· 
lers have become new under world kings 
and they have got their oWn kingdom, 
their own demarcated areas of smuggling; 
but we are not able to control them so 
far. Overseas employment (lpportunities 
also generate black money. Three-four 
yeus ago I had been to Italy where the 
GOVt'rnment was in trouble because of a 
Bill which required hotel owners to keep 
books of account. In this hotel business also 
a lot of black money is generated as the 
accounts are not shown properJy. Then 
there is transfer of real est.lte, expansion 
of Government activities t etc. As the 
activities in the Go\- ernmcnt Departments 
get exp~mdl'd the officers get back kick
backs, commissions. ltC. 

MR. CHAIRMAN: Please conclude. 

SHRI VJJA Y N. PATH.: Just as in 
the case of crimes the lawyers protect the 
criminals so Lere also we find that 
Ch~rtcred Accountant') show many WilYC;; 

tt) big busincs~ nl('n to show the money 
as unaccounted. E\en many Ch .• rtcred 
Accountants are partners in many com
panies. 1 would like to suggest that 
partnership of Chnrtercd A ccountants in 
the (ompanies should be controlIed so 
that they may not suggest illcgttl means 
for avoiding taxes. 

Now, I suggest some means for check. 
ing black money and increasing the 
coJIection of taxes. You ha ve proposed 
door to door survey. In Delhi we find in 
many houses there arc seven-eight cars 
one for each member of the family but not 
a sing1e car is in the name of t hc house 
oWner. They Clrc in the n~mc of the 
drivt'fs. So, how will YOli check? There 
is a bUf'g<lJew in Delhi costing Rs. 50 
lukhs but it bas been rented to the M:.ma
gel' of the Company at the monthly rent 
of Rs. 6CO/· and all the taxes are paid 
accordingly. At the auctions we find people 
giving a bid of Rs. 3 crores for a plot of 
land. How can a person bid for such a 
huge amout unless he has declared his 
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income to the tune of Rs. 20 crores. I do 
not think there is any individual in Delhi 
who has declared his income to that 
extent. So, I request the Minister that he 
should get all the big deals looked into. 

MR. CHAIRMAN: Please conclude. 

SHRI VIJA Y N. PA:rIL : Sir, I appre
ciate the melsures taken by our Prime 
Minister and also the steps being taken by 
the Finance Minister but at the same time 
I would like to suggest that initial slab 
should be increased. There should be 
better implementation of urban ceiling. 
People should be involved in tax planning. 
As we are pleading for better emoluments 
to the judiciary I would like to suggest 
for increase in the salary of Income Tax 
Officers. Lastly, Sir. we have come across 
two C."LSCS of assault on I ncome Tax 
Officers when they conducted raids--one in 
Srinagar and the other at Surat. So, here 
also there should be some amendment in 
the or the law shculd be such that assau1t 
on income-tax officers or the tax. collecting 
authorities should be viewed as an offence 
and those indulging in such actions should 
get dcterrant punishment. I thank you, 
Sir, for giving me this opportunity to place 
my view before this House. 

SHRI THAMPAN THOMAS (Maveli
kara) : Mr. Chairman, Sir. black-money is 
omnipotent in India. It is Almighty. It is 
creating our society or making our society 
omnipotent. It has taken on a monstrous 
posture. I would now go into the detail 
of how black-money has taken on a 
monstrous posture in our country. When 
I say it is Almighty, it is all powerful, I 
mean if they can purchase politicians, 
they can form the Government. So, it is 
Almighty and everywhere it is omnipresent. 
In the recent survey. it has been mentioned 
by the I.M.F. They say that 50% of the 
G.N.P. of the country is blackmoney. But 
this report says that about 30% of the 
O.D.P. is blackmoney. If that is the case, 
then all of us know the grave nature of 
black-money. What can be done for this? 
A number of actions have been taken by 
the Government to check blackmoney. By 
tax relaxation, concessions, exemptions on 

duties, otc. it Was expected that blacle
money would be unearthed. I think it is a 
wrong approach. Unless there is a strict 
law to plug all the loopholes in the eco
nomy, it will not come out. Tax conces
sions and other methods to unearth 
blackmoney will not help at all and on 
the other hand it will further generate 
blackmoney. Already by conducting various 
enquiries and appointment of the Commit· 
tee, the root cause for the seneration of 
blackmoney has been found. The volume 
of blackmoney has also been detected. It 
is the duty of the present Government to 
give a treatment for this malady. I do not 
know whether the Finance Minister will 
give the treat ment. I feel that the con
cessions, exemptions on excise, tax relaxa
tion and various other incentives for 
exporters, laissez faire theory, etc. are all 
wrong approaches to the problem. 

Sir, bJackmoney hus already been identi
fied. I have read in the newspapers recently 
that many Indians are having bank accounts 
in Switzerland. Both the Governments of 
France and America have approached the 
banks in Geneva and the banks in 
Switzerland and they Were able to get the 
details of the investments made by those 
nationals ill those banks. Now, has our 
Government made an attempt to find out 
how many people from India have got 
deposits in Swiss Banks? If that informa
tion is obtained, then, to some extent. 
the generation of blackmoney can be 
brought to light. The report clearly says 
that the politicians play the role through 
the election machinery and the report 
further says that the bureaucrats and 
persons in power, both join together, and 
they give contract abroad and that gene
rates blackmoney, I am only having a 
frank discussion on this Report. If the 
Government's present attitude is to give 
contract abroad for every business it does, 
it will only contribute to the generation 
of blackmoney and because of the Govern
ment's present policy, the American 
Companies and the Japanese companies 
are coming to our country with the 
technology ; in the name of laissez loire 
theory, you otTer them conlractC\. Th,y 
have s.tbotaged the indigenous industry. 
We are purchasing all kinds of thinlS 
right from Boeings to various types of 
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machineries etc. You approach all the fo
reign countries and foreign agents for sup
ply of these articles. I am not going into 
the details. This report says that such fo
reign contracts generate black money. Is 
this Government prepared to say: "We are 
going to stop this policy, we are going to 
encourage indigenous industry atld we are 
going to put a step for the foreign money 
to come." This report says tha t it is tbe 
politicians, it is the bureaucrats, who give 
foreign contracts and generale black money, 
which comes back to this country, and 
plays havoc. How are YOU going to stop 
it? When you give unnecessary relaxa
tions, these things wiJI happen. 

I have been abroad and I have seen 
that very stringent measures have been 
introduced for economic offences. Per
haps, our country is the only country 
where we give laxities and all sorts of 
bonus for such offences. We say, that if 
they deposit this much amount, we will 
give them relaxation to a particular extent. 

",On the contrary, there are countries, where 
the economic offenders are given the 
maximum punishment permissible under 
the law. They never say that if you make 
voluntary disclosures, they will share the 
loot money on SO: 50 basis. Therefore, 
unless we change our approach, we cannot 
solve this problem. 

To solve the menace of black money, I 
have a concrete suggestion. We know that 
today the position is that black and white 
money are SO : SO. Wi11 the Government 
be bold enough to say that unless the 
people come up and account for the money 
that they have, the lOO·rupee notes that 
they have by a particular date. the 
Government is going to withdraw the 
lOO-rupee notes and issue another 100-
rupee notes instead of that? You 
decentralise this operation for purposes of 
convenience. Let every Panchayat area or 
some such area be the centre for this 
operation. Let them come and exchange 
the currency. You will see that within no 
time, the black money will come over
ground and will be accounted for in the 
national wealth. Is the Government 
prepared to say that they are goinS to 
withdraw the present currency and issue 
another currency instead ? 

I have seen in China that there is a 
system of double currency. We, the (or
eilners who go there have to use different 
currency. If I go there, I have to use 
another currency; local people will ·have 
another currency. And there is a safe
guard for mixing both the currencies to 
avoid generation of black m 'ney in that 
society. Have you ever thought on these 
lines? That is intended to prevent the 
generation of black money. 

As I said, if you say that jf the money 
is not accounted for by a particular date, 
you would withdraw the currency, all the 
black money will come out. 

There is another thing. It has been 
mentioned in this Bill that most of the 
money has been invested in lands and 
gold etc. and that is creating a difficulty 
standing in the way of progress of 
the country. Some of these persons have 
invested in the land and the land is, after 
all, in our country. It is our nation's 
wealth. But what about gold which cannot 
produce anything 1 You should persuade 
them to deposit or invest that money for 
productive purposes. Is the Government 
prepared to give any incentives to them? 

Why does this all happen? It is 
because the people think that they have 
no security for their children. They think 
that unless then earn and keep for their 
children, the children wiJ) have no security. 
In fact, if the Government comes forward 
and provides security for the person 
and his children, and there is a 
system by which there is a proviSIon for 
himself and for his children, for his family, 
perhaps tendency of hoarding so much 
money will go. Unless, we are able to 
create that feeling in the minds of the 
citizens, this malady cannot go. 

SHRI AlA Y MUSHRAN (JabaJpur): 
Black money, of course, is a national 
worry today. But so far as this House and 
Rajya Sabha are concerned, on many 
occassions, we have been worrying and 
debating about the causes of black money. 
the ill functions of black money aod the 
residues of black money which probably 
percolate down to the whole society. 
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There have also been cases of white money 
being converted into bl,lCk money because 
of certain faulty implications of highly 
complicated procedural laws of the Govern
ment. This is the aspect that I want to 
to touch upon. 

So far as black money is concerned, 
many more knowledgeable and honourable 
members than I am have gone at gr~at 

length to explain the international ~lnd 

national repercuss;ons. Without boring 
you with repetitions, I only want to high
light how white money generates black 
money because of half-hearted or wrong 
policies, highly complica ted laws and 
extremely technic .. l1 forms onc has to fill. 
particularly for two things-(i) income tJX 

and (ii) estate duty. 

Now, you will be ~urprised to know 
that no tax return today can be filled by a 
middle-class man without the help of a 
lawyer. I am sure, even the hon. Finance 
Minister himself Clmnot fill up his income 
tax return. Why? That is the first step of 
white money being converted into bl.\ck 
money. The common man goes to a lawyer 
to have his form fiIJed. He iC\ taught by 
the lawyer how to SHve his white income 
and not to show it in his return so that he 
can pay less tax. That is the first step. 
The common man cannot fill up his own 
form and obvku~ly the lawyer also has to 
live! The lawyer himself hides his income. 
Then the lawer has another deal with him 
as to the number of times he would appear 
before the income tax officers. 

(Interruptions) 

The larger the im.ome, the bigger is the 
lawyer required. I know many instances, 
where a common man, an army officer with 
some income whi( h is taxable has got to 
spend more money in giving to his lawyer 
than what he would have paid, had he not 
hiddt'n his complete income. As a Govcrn~ 
ment, you becon~e a party to this conver
sion of white money into black because 
of your complicated systems and proce
dures. I am not charging you. I am only 
trying to exprtss the difficulty of common 
middle-class people, whom the Governrnent 
has not taken into consideration. 

I would suggest in all humility: please 
make the forms simple, which can be filled 
in by the tax payer himself. Most of your 
income tax payers are middle class people. 
About 80 per cent of income from income 
tax actually comes from the salaried class 
I would suggest that the forms should be 
simpJified in such a manner that it can be 
computerised. The reriod, i.e. the number 
of days within which the incom\! tax 
officer should give hi'> 'no objection' 
certificate sh0uld be reduct.!d to a week. 
There are CJses of 1981-82 and 1982-83, 
which are pt!nding with the income tax 
officers be.:aur,e their palms have also to 
be greased. Oace you ma.ke the forms 
simple. it C.lO be compute: ised and the 
jobs that the income tax officers are doing 
now, can be done by the computer. This 
bas two advant:1ges. Firstly, the common 
man and the middle clJSS people will not 
be harassed and seco:ldly y HI will be able 
to usefully employ those hotH.st and brilli
ant income t.:x officers for the purpose of 
arresting black money which requires mu ch 
bigger expertise and which the computers 
cannot possibly do. 

Sir, I personally feel th.lt the GOvern
ment deserves full congr tulation.., for the 
abolition of ec;t.~tc duty. It h yOl't 

pragmatic wisdom and your (COile flU'': 

courage that has furced you to .tbolbh thi ... 
tax which was the biggest nub \nee to the 
middle class people. The death of their 
father did not harass the sons so much as 
what the aft~rmath of filling of their return 
did. 

Coming to my suggestion, you have 
made this provision applicable from 16th 
March, 1985. If the heirs of the people 
who have died on this date can to take 
advantage of this then it should be made 
applicable also to the heirs of the people 
who died six months before this date. That 
is because the time allowed is six months 
within which one has to file his nomination. 
Somebody who has filled this nomination 
by 16th March, 1985 may not be benefited 
by this. This will also cover tho' e {' nfor
tunate people who died in the Bhopal Gas 
tragedy. But there are large TIU nbcrs of 
middle cl..ss . people-I may correct the 
impression of this hone House that only 
the poor people have died in the Bhopal 
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Gas tragedy-who were Income Tax 
payers and who had left thdr estates and 
their descendants wil1 have to pay estate 
duty. I want these people al'io to be 
exempted. So, if you make it six. months 
bl;'forc 16th March, 1985 it will also cover 
the second category of those unfortunate 
people v. ho lost their lives but n0t the 
pre perUt!) dur mg the riots after the death 
of the late Prime Minister. This will defi
nitely give a real solace to these people. 

So far as the Govcrnment is concerned, 
it is a \-cry negligible amount. As it is, 
the tot:11 <llllount will be negligible if you 
exempt I hl se people whose relatives died 
~ix months before 16tll March, 1985. If 
tht. y Clrc aho included it will give :ruc solace 
to thl..se two l~.tegorie ... (f pftp1e. more 
pal ticlilarly to the l.nfortunatc people (If 
the 1 iot· .. trilken cl<\s~ as also those who 
were strit.:J...en bClause of the Bhopal Gas 
tragedy. I am SUI e you wiIJ (.onsider this 
suggestion and mnke things simpler 
(Interruptions). Then only the Lt.w of 
Newton will WOI k, namely tht! ~implcr the 
ruJc~, the simp)n will be your efforts to 
catch the blackmarkctccrs. 

~,HRI PRIYA RANJAN DAS MUNSI 
Olowrah) : Mr. Chairman, Sir, I would 
like to !'=pc.lk 11CI (' on this issue free from 
< II prcjudiCt. s blcausc I fec] that u t the 
l'Ost of white money in this HOllse, we are 
.lIso discussing bJackmoney. The morc you 
consume the time of the House the more 
the white money of the country will be 
lost. 

Mr. Chairman, Sir, I feel that there is 
no poit't in discussing and arguing on how 
bhH.kmor.ey erodes the economy of this 
country. I howevl.'r strongly fec] that unless 
,;nd un 1 it within the constitutional frame
W(11 k and with the present trend of the 
devdopir.g nations, some radical and 
1 evolutionary things takc place to make the 
society completely a socialist one, there is 
hardly any room to fight the blackmont'y 
menace, whatever we may do. It is just 
not possible at all. I do not like to have 
an anSWer to this. We may go on 
arguing but it is of no use. I would just 
sUlgest a feW things on how to control it. 
If there is a fever you can live some 

B lack Economy in India" 

medicine. But J do not at all agree with 
the views of those who have suggested that 
the blackmollcy holJCi s be ull<)wed to 
pump out the monl'Y for hou5.ing, this and 
that. It wlll be auJing insult to the injury 
to this countl y; it will also be an insult 
to the very institution called Parliament; 
and it will also be an insult to the very 
sacred OOctlmcnt of thi.;; country's Consti
tution. It is just not possible to put an 
end to blackmorey. However, let me 
make 4·5 suggestions. Oce is this, without 
production of an Inee-me Tax Certificate 
or without quoting the file nllmber, no 
immov~lbIe pn perty can be bought and 
ngistercd in any p41rt of India; make this 
a condition right fn m tomorrow. I will 
tell) ou that bel ami agJ ecments for the 
propcrtits arc cx(cut<d. Surprisingly, Mr. 
Chairman, Sir, we the politidans during 
eJections, whatever we mny do or may not 
do, we arc ulways rtC(' used by the press. 
But. quietly and very nicely, a good 
number of officials in this country includ
ing income tax officials get rid of this. 
Whenever you find a reLfed person with 
a gcod hOl!se the nJ( ment )OU put a 
question to him whether It belongs to him 
or not, he might teU YOll thnt it is his 
father· in-law's property. This is a general 
practice. I have seen the so called father 
in .. law but I do nN know how rich the 
father ... in-Iaw should he vc bl.'en to spend not 
only during the marriage of his daughter 
but also to provide a house to his son-in· 
law on the latter's rdirc.m(nt. So, this is 
the standard practice going on throughout 
the country. I have seen it. They are 
doing it very nicely. 

I do not classify money only black and 
white. There are four colours for money. 
White and black We know. In between, 
two colours are there, viz. red and yellow. 
Government's money is white money. 
Suppose there js a Budget provi~ion of 
Rs. I crore. The Chief Engineer who 
deals with the contral..:tor of the project 
will get the estimate for Rs. 1 crore, 
whether it is the Tecsta project, Farakka 
project or the Thungabhadra project. Out 
of that, the contractor will give him I S%. 
So, what happens is that the white mQney 
comes to him, sucking the blood of the 
people. It is red money. It is a dangerous 
thing, I.e. wotse than black money. 
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Tben there is a money which goes 
abroad from India, and via a Swiss bank 
comes back, like the quarantine and yellow 
fever. It comes into India as yellow money. 
It is anoLha dangerous thinl. 

Apart from this, we have the lockers 
in diffcre·.t banks. Why should not the 
Managers of bauks- they are being mana
ged directly by the Finance Ministry
place the names of people who open 
lockers in their branches, before the 
Income Tax Commissioner of the respec
tive States 1 Intimation may be given that 
such-and-such a person is in possession of 
a locker. 1 know that for this, if you need 
an aH-party agreemellt, you will not get 
that agreement. I am confident about it. 

Thirdly about the lawyers. We are the 
law-makers in Parliament. The law execu
tors are the Administration; the law
interpreters are the Judges, and the law 
practitioners are the barristers and lawyers. 
The tax evaders pay huge fees to the 
lawyers. 

Why don't you do one thing, as China 
is doing? Last year, ) Was in China. 
Whosoever does the practice there, does 
it through the State. In India, right from 
the District Court to the High Court, you 
make one provision; there should be a 
small counter, like the taxi-stand at 
Bombay airport. That taxiwallah is not 
to get the money. It will be deposited 
with tbe Police. He will take the chit, 
finish his duty, come back and get the 
amount. 

Let every lawyer take even a thousand 
cases. His client wiIJ deposit the money 
right in the High Court at a counter. A 
receipt should be enclosed with the bill, 
and given to the Judge. And then what 
happens 1 He will go back, take the receipt 
and collect the money. I wi1l tell you 
that in that case, all the Judges will revolt 
and the lawyers will also revolt. 
(/nttrruptions) Anyway, I am for it. 

My last submission is one which no
body will oppose. In the name of foreign 
trade; the Embassies and Missions here 

do buy materials through some third party 
i.e. agent; and thereby, they give the 
commission to their respective political 
favourites. I suggest that the entire 
purchase should be on a Government-to
Government basis. No third party medium 
should be there. 

You accept all these suggestions. Things 
will at least be controlled. But I say 
again that without having a radical, 
socialist society, or a social revolution, 
you cannot think of eradicating black 
money. These are my suggestions. 

[Trans/ation] 

SHRI MANOJ PANDEY (BClttiah) : 
Mr. Chairman, Sir, I would also like to 
throw some light on black money and I 
shall speak in detail about this subject. 

Our budgetary provisions are consider
ably inflated and the money which is sanc
tioned is also considerably inflated. You 
are aware that for a bridge which could be 
constructed for Rs. 50,000, a budget provi
sion of Rs. 1,OO,0()O is made. In this way, 
the Government money, which is white, is 
turned into black money. This hLlpp.!ns 
at the lev.!) of the engineers and the 
contractors. In this way at m,\Oy places, 
the money changes colour merely because 
of budget allocations. If you look at 
budgetary provisions regarding irrigation. 
P. W.D. or roads, you will find that half of 
the money spent on them has been conver
ted into black money. It is quite essential 
to look into this aspect. 

20.00 hrs. 

The second important thing is to check 
smuggling Many Members who spoke 
before me have also said a lot on this 
subject. I would like to express my views 
on one particular point I come from a 
border area where main business of the 
people is smuggling. More than half of 
the people in the border areas are engaged 
in the smuggling activities. 

[English] 

MR. CHAIRMAN: Wait for a minute. 
The time for this discussion is over. 
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SHRI BASUDEB ACHARIA: The 
time should be extended. 

THE MINISTER OF PARLIA-
. MENTARY AFFAIRS (SHRI H. K. L. 

BHAGA T): With your kind per
mission, I wouJd )ike to move a 
motion for extensIOn of time, because 
,here arc still 5-6 members who want to 
speak on this subject. So, I suggest that 
the time for discussion should be extended 
by one hour or till all the members are 
able to finish their speeches ; and then 
the Mintster will reply tomorrow. 

SHRIMATI GEETA MUKHERJEE: 
By what time will the Minister reply to 
the debate 7 Do 1I0t push it back beyond 
the Private Members' Business? 

SHRI H. K. L. BHAGAT : How can it 
be ? The reply of tbe Minister will not be 
beyond the Private Members' Business It 
will be before that time. So, I move the 
motion that the time of the House for this 
discussion be extended by one hour more 
to aUow the members to complete their 
speeches or till all the members are able 
to complete their speeches, whichever is 
earlier. 

MR. CHAJRMAN: So, with the 
consent of the members present here, 
the time of the House for this discussion 
has been extended by one hour that is 
upto 9 P.M. or tilJ aJl the members are 
able to complete their speeches, whichever 
is earlier, and the Minister will reply 
tomorrow, 

[ Trans/at ion] 

SHRI MANOJ PANDEY: I Was 
saying that smuggling, especially in border 
areas has become such a lucrative profes
sion that people are earning huge profits 
and they do not work hard to earn their 
livelihood. From a labourer to persons 
belonging to the upper strata of the society 
have taken to smussling as a profession. 
There has been so much deleneration in 
our social fabric that without reformina 
it, it would be impossible to check black 
money. Thereforo, the first task should 
be to have a check on smu.,Jina. 

Secondly, our officers at Block l-:vel, 
particularly those who have been entrusted 
with the implementation of. anti-poverty 
programmes, are converting white money 
into black money. We should think of 
measures to check them. Many projects 
are being implemented under N.R.B.P. 
and R.L.E.G.P., and funds are bejng 
misappropriated. If a check is not exerci
sed over this. the white money would 
continue to be converted into black money 
and whatever appears on the surface would 
prove to be tip of the iceberg. It'i basic 
cause needs to be checked. Without mak
ing a change in otlr social structure, 
generation of black money cannot be 
checked. It is a matter of great pleasure 
that our Hon. Prime Minister is working 
in this direction and we hope that his 
efforts would bring about a reduction in 
black money. 

SHRI G.S. RAJHANS (JhanjJrpur): 
Mr. Chairman, Sir, I would like to say a 
few things and would not r'epeat the points 
which have already been mentioned. Sir, 
one wonders that the Public Finance and 
PoHcy Committee has lome to know for 
the first time that public expenditure gives 
rise to black money, when this fact was 
known to tbe gen«al public 38 years ago 
and it has been continuing over the years. 
We are surprised that the Government 
have come to know about it for the first 
time. 

Sir, I would request the hon. Finance 
Minister to issue a questionnaire in the 
leadina newspapers of the country to elicit 
public opinion about how black money is 
generated and the measures which should 
be adopted to eradicate it. Do not take 
my words lightly, as I am serious and am 
speaking with full sense of responsibility. 
The hon. FiDan~e Minister may be ignorant 
of the ways the black money is being 
pcnerated in this counlry and how it can 
be checked. I would like to give an 
example. I know how a cement company 
has accumulated black mODey. The 
proprietor of that company used to show 
fake receipts of the despatch of limestone 
by the truck which could have been 
transported through the railways. Even 
the truck number used to be fake. }Jc 
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did not even have the goods which he 
indicated were in the gOdOWllS. I know 
the wL"lc story but I do not want to 
disclo~e It. There are thoUsands of similar 
raSl:s. I Wllt Id request you to issue the 
qucstionn,dre. You will have to appoint 
100 (0 2.10 n search assistants but it would 
fLhal to ~ou the modus operandi. There 
is a practice in Bihar I Loot divided by four'. 
There is a clear nexus between the engi
neer J the contractor, the B.D.O. or the 
S D.O. and the CoHector and the politician. 
They generate black money which badly 
affects the society. A B.D.O. or an 
Engineer spends at least Rs. ten lakhs on 
the marriage of his daughter. I would 
urge the hon. Finance Minister to 
educate the peop1.! about how black 
money is generated. Our society is con
servative and f.ltaJist. If YQU go to the 
villages you will find that the poor gener
alJy say that a person is rich because it is 
the will of God. He has to be told that 
that person has .become rich because he has 
used unfair means to accumulate wealth. 
If a person stcals Rs. 100 or 200, he is 
sent to jail but if a person accumulates 
crores of rupees through unfair means, it 
is said that God has given him money. I 
am speaking with full sense of responsibi
lity that if black money is not checked in 
time the country's democracy will be in 
periJ. Only those non-political people 
would contest elections, who have crores 
of rupees and can defeat others on the 
strength of their money. Along with the 
recommendations of t he Public Finance 
Committee, the main recommenda.ions of 
the Wanchoo C(}nimittce Report and the 
Kaldcr Committee should also be taken 
into (.onsideration. Some people have 
objected that the norms for sJum clearance 
will not be implemented. I would like to 
remind tbem that during the Sel.:ond World 
W ~Lr, Italy was totaJJy destloyed and then 
bonds were floated whkh led to the 
progress and growth of that country. You 
have never cared to find out how mucb 
black money is generated in the Co-opera
tive Sector. Many big people are involved 
in It. I would congratulate the Hon. 
Prime Minister and the hon. Finance 

Minister for the raids conducted to unearth 
black money which has in turn created 
confidence in the minds of the people. I 
would like that these efforts should be 
further intensified and special courts 
should be set up The names of the 
people who possess black money should 
be announced on the T.V., Radio and in 
the nl wspapcrs. There are people in South 
Delhi who own as many as six vehicles 
and se"Yeral houses. No one knows from 
where they got so much of money. It is 
a serious problem and it should be taken 
seriotlsly. 

* DR. A. KALANIDHI (Madras 
Central): Mr. Chairman, Sir, I am grate
ful to you for giving me this opportunity 
to participate on behalf of my party. the 
Dravida Munnctl'a Kazhagam, in the 
discussion unutr Rule 193 on the Report 
about aspects of black money submitted 
by the National Institute of Public Finance 
and Policy. 

There is no iota of doubt that our hon. 
Finance Minister is a man of integrity with 
innate sense of honesty. He has earned a 
name for upholding laudable objectives in 
his public life. I wish that aU his endea
vours in controlling alld curbing black 
money meet with success. 

My only regrct is that we are still 
talking about black money even aftcr 38 
years of otlr Independence. I wonder why 
the Government clothed with all the 
powers on earth have not taken effective 
steps in this matter. I would like to recaJi 
here what our cIder statesman Rajaji used 
to humourously say that Congress men are 
responsible for the generation of black 
money in the country and the pockets of 
Congress men are so large as to contain 
industrialists and capitalists of the country. 
I would again repeat that our hon. Finance 
Minister's endeavours in curbing black 
money should meet with $ucecss and my 
best wishes are with him in this matter. 

)0 the papers circulated by his Ministry 
to the Consultative Committee attached 
to Finance Ministry, it is reported that 
income tax authorities conducted 4345 

·The speech was originally delivered in Tamil. 
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raids in which concealed income of Rs. 
2.507.59 lakhs was seized. But there is no 
indication as to how much bas been re .. 
funded. 1 ha d in t his House during the 
la$t session ra.s~d OPl nly the reported tax 
evasion of Rs. 1 crore by the popular 
actor and acc Dirt:l:t0f, Shri Bagyaraj, of 
TamiJ Nadu. 1hc authorities did take 
immediately some steps to unearth the 
facts of the casco I do not know the 
reasons wby everything died down in the 
next two or three months. We do not 
know where the case is. No details have 
been furnished to the House about this 
case. 

Recently, in R"JYc.l Sabha one AIADMK 
Member stated that she has no arrears of 
income tax to pay. But, repeatedly, Shri 
Janardhana Poojari, our Minister of State, 
pointed out that th~re are tax arrears 
against her name. I w~nt that such con
tradictory views should not be aired in the 
Houses of Parliament. 

This Report state~ that in 1983-84 the 
generation of black money was of the 
order of Rs. 36,786 crOTes. In 1980-81, it 
was about 20,000-23,000 crores. In 1983-84 
it had gone up by Rs. 13,000 crores. J am 
sure that in 1985 this would have gone up 
to Rs. 5Q"OOO crores. 

I would like to make a few suggestions. 
The Central Government should instil in 
the people a sense of commitment to the 
national causes like payment ~f taxes. If 
we do not do that, the peopJe will become 
experts in tax evasion. The Government 
should also take energet~c steps to cQntrol 
prices of essential commodities. If this is 
not done, it will lead to hoarding, the con
sequences of which is profiteering. A 
commodity costing Rs. 10 wiIJ be sold at 
Rs. 40 in black market. The amOllnt of 
Rs. 30/. will become black money. It wlJ1 
not Come to the coffers of GoVernment. 
Hence I suggest stringent steps for con
trolling prices of essent1al commodities. 

I want that radical chances should be 
bJ;'ought about in the methods of taxation. 
Presently for one lakh rupees income, one 
hal to pay Rs. 36,000 as tax. Por the 
income of Rs. 2 laths, the tax is Rs. 

1,36,000. Naturally one is tempted to 
evade taxes. In my recent tour of USA I 
had the opportunity to have personal 
discussions with many Finance Secretaries 
and Finance Experts. I was told that tho 
income above 70,000 dollars is subjected 
to 30% tax only. I suggest that the bon. 
Finance Minister should consider levying 
such a flat rate of income tax above a 
certain amout of income. If he goes on 
imposing taxes, it leads to tax evasion. If 
there is a fiat tax, the tax payer will invest 
his money in industries and will create 
national assets. It is mentioned in the 
Report that the control of economic 
activities are awsome. The Government 
have to re-examine this aspect also. There 
shouJd be a change in the approach of 
cootrolling inflationary tendencies. 

"would refer to the high rate of cus
toms duty and excise duty. The customs 
duty is of the order of Rs. 8000 on an item 
worth Rs. 1000 being brought from abroad. 
Instead of paying Rs. 8000 as customs 
duty, there is temptation to have that item 
fromJ1smugglers. They charge only Rs. 
306tJ/- and the purchaser saves Rs. 5000/-. 
ne tllte of customs duty is an incentive 
for smuggling. The customs and the 
excise duty should be fair and just. 

.~ II 

As my hon. friend from the Coegres, 
Party pointed out, the income tax return 
forms should be simplified. They are 10 

complex now that without the assistance 
of an Auditor one cannot fill up these 
forms. I would also suggest that income
tax raids should not be the be-all and end
all to reduce economic offences. If We 
resort to frequent incometax raids, the 
charm is lost. The incometax raids should 
not be the main source of collcctina 
revenues. If we do that we will be deceiv
ing ourselves. ' 

I am sure that our capable and talented 
Minister of Finance will consider the 
suggestions that I have put forth and that 
he will brina about radical ch~aes in 
taxation methods so that the aeneration of 
blae"k money can be rooted out from the 
country. With these wdrds I conclude nt)' 
speech. 
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SHRI CHINTAMANI JBNA (Balasore) : 
Hon. Chairman, Sir, I am grateful to you 
for giving me a few minutes to speak on 
tbis subject of black money. 1 must con
gratulate the hon. Minister for his 
courageous steps to curb the circulation of 
black money in the country. The measures 
he has already taken, before the availa
bility of the Report of the National 
Institute of Public Finance, are abolition 
of estate duty, reduction in the rates of 
income-tax, and reduction in the number 
of income-tax slab •. In addition to these, 
tbe Finance Ministry is taking black money 
as a challenge before them. So, 10 com
parison to the previous years, they have 
conducted much more raids and seizures 
as a result of wbich some remarkable 
achievement could be noticed. Raids have 
been conducted on diamond exporters 
and on tin plate dealers in Ghazia~ad, 
Delhi, Calcutta, etc. Similarly, raids were 
conducted on jewelltry traders where also 
large Quantity of jewellery was seized. 
Recently the premises of fruit merch~n,ts 
were also raided and a huge amo\l)ltn qf. 
mODe), has been seized. Only by crit~y
ing the Government, problem w_lI ll~t be 
solved. The problem of black money is 
not prevailing only in our country, it 18 

existing in other countries also~ both 
developed and developing. The circulation 
of blade money waS there before Indepen
dence allo. It increased to a lTeat extent 
durins the time of Second World War 
when money circulation was much more 
aad inflation, etc. were going on. Large 
amounts of money came into the hands of 
the people and they wanted to deposit it 
without reporting it to the Government. 
So, this black money was in circulation 
even before Independence. Rather I w()uld 
asy that after Independence when the 
popular government took some strict 
measures to curb the menace of black 
money, people wanted to evade income
tax and, therefore, black money has been 
Increasins day by day. Why it is so 1 In 
addition to the other factors which my 
bon. friends have already told, I must say 
that our moral standard is also deteriora
tina day by day. In my mother tODlUe. 
Oriya. there is a proverb. The English 
"ersion of it would be like this. In thie 

mortal world nobody likes to pay and 
nobody likes to die. So, it is the psycho
logy of the people that they do not lite to 
pay; they rather want to hide it. 

I am submitting certain suggestions for 
the consideration of the hone Minister. 

The Government may announce such 
concessions like SO per cent of the black 
money amount will be deposited with 
the nationalised banks for seven 
years and the rest of the fifty per 
cent will be paid to the Government as 
income-tax. This fifty percent of the 
amount deposited with the nationalised 
banks after seven years will be equal to 
the total amount of black money. In this 
way the Government will get the entire 
black money to its exchequer. 

Secondly, the payments and donations 
to the charitable "and religious institutions 
should be taken as legal expenditure. 

As per the present procedure, 65,000 
rupees is paid annually as income-tax, 
when the net income taxable is Rs. 1/
lakh per annum. This should be reduced. 

The tax-enforcing authorities and 
Government officials and employees need 
to be given adequate s,dar) so Ifhat they 
may not be tempted to accept bribes etc. 

As per the present system only Rs. 
1500/- is paid to the tax-payers for his 
family consumption per month. ,",at 
should be increased. 

The present policy of allOWing Rs. 1/
lakh for building constructions should be 
increased to Rs. 3/- Iakhs. 

The tax assessing authorities and 
officials should be well-trained and that 
they should be well equipped with vehicles 
and other modern equipment, because 
they have to deal with the people who are 
not only influential. but also moneyed 
peopie. 

A ti~-bound programme should be 
drawn 10lP to assess and levy &be in~OQlO
tax and other taxes. 
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The hon. Members in the opposition 
are criticising and criticising, but our bon. 
Prime Minister has correctly told them 
that this black-money circulation can be 
curbed only by the cooperation from all 
lections of the peopJe, from the oPPolitivn 
and allo from the traders, businessmen 
etc. I must request the opposition friends 
to kindJy cooperate with the Government 
so tbat this black money circulation can be 
curbed. 

[Translat;on] 

SHRI ANADI CHARAN nAS (Jaipur) : 
Mr. Chairman, Sir, many hon. Members 
have expressed their views on the problem 
of bluck money. I would no t ]ike to say 
much in this regard because the day the 
h()n. Finance Minister took over this 
department he had initiated very good 
steps in this dire( tit n becclUSC be had been 
told by the Hon PI ime Minister that there 
was need for political will to solvt the 
i!'lsues. The progress we have made is due 
to the politicJI will we have exhibited and 
it clearly indicates t ha t we shall progress a 
lot in future also. 

I thank you for the effective steps that 
have already been taken and the steps 
proposed to be taken in this regard. 

I have a f&!w suggestions to make before 
the House. in britf. The first suggestion 
is : cne famiJy one job. Nece~sary pro
vision shculd be made under the law to 
provide one job to each family. My second 
suggestion is : one f3miJy one residential 
house. The private parties or private 
concerns should not be alJowed to transact 
in residential hous(·s. All the houses 
should be taken over by the Government 
and these ShOlrJd not be left in private 
hands. Every family should be provided 
with a house. 

Physical verification of the property 
statements submitted by the Government 
servants should be made every year to 
verify their veracity. It would help in 
checking malpractices. 

lesldes, I wO\lld suaest that there 
abo14d be a "iIiD, on movable and 1m-

movable property. If some such ceiling is 
Unposed. the tendency in the people to 
conceal income will be curbed. Moreover, 
no one should have excessive wealth. 
Banks have been opened in every village. 
Government should enact laws to impose 
ceiling on the amount of money one can 
keep in one's house. The same .h<)uld be 
true in the c~se of a company. A ceiJin. 
should be imposed. This would belp in 
checking ,he generation of black money. 

So far as demonetisation is concerned, 
it is a difficult step. If 100 Rupee notes 
are demonetised, only then it would serve 
some purpose. 

I would also suggest a ceHing 011 

earnings which should not be more than 
Rs. 2 to 3 lakhs for each famity. If any
one earns mere than that, the Government 
should take it aW.lY be.;ausc the objective 
is to benefit not a few but all the families. 
Therefore, if anyone has property which 
exceeds the Hmit fixed by the Government, 
it should be taken over by the Govcrn~ 
ment. 

I would also suggest that the land 
reforms shoUld be Stl ktly enforced in the 
country. Besides, all the smuggJed goods 
which are coufiscatt d should be burnt 
immediately. Why do you aHow such 
goods to be sold? They are Dot our own 
goods and the entry of such goods in 
our markd is a national loss. Our workers 
do not get employment, as a resuH of 
this and, therefore, the smuggling of such 
goods should be immediately checJced. 

The subsidy portion 0 f the loan which 
is granted un'der the IRDP should be 
converted into interest free loan, though it 
can be recovered at a later date. Thought 
should be given to it in this House and at 
the administrative level too. It is nece
ssary because it would help in checking 
the misappropriation that is taking place 
therein at present. 

Government should pay attention to 
the black money generated by big industries 
and monopoly Houses. Other hOD. 

Members said many things in the House 
and I believe there is also a need for social 
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reforms. Our countrymen are bocomina 
fatalists and, therefore, there is immediate 
need for social reforms. With thesQ few 
IUlleations, i tbank you for givin, me 
this opportunity to speak here. 

SHltI MANKURA M SODI (Bas tar) : 
MI\J Chairman, Sir. an interestihg debate 
has taken place in the House and i" our 
party meeting with regard to tbe Report 
presented by the hon. Finance Minister on 
black money. The steps taken in this 
direction are reaUy appropriate. There are 
people who indulge in unfair activities 
with brazenness. The steps tbat you have 
taken have created a stir in the country 
and lakhs of people are spending sleepless 
nights. These steps are indeed drastic but 
there is no need to look back, particu. 
larly when the people of this country have 
expressed their solidarity with Rajivji and 
have encouraged him by giving him full 
support. You too would get the same 
support. The common people will support 
you but you should bear in mind that you 
will have to check the situation before it 
takes a turn for the worse. The things 
which have happened in the past ate on 
the national level, but I ~vould like to tell 
you What is happening at the lower level. 

I would cite an example to illustrate 
my point. The staff and the officers in the 
Income Tax and Sales Tax Departments 
get a fixed amount every month from the 
people indulging in tax evasion. Even the 
peon gets that amount. It is known a8 
Mahawarl. Whenever there is a surprise 
check, the informers in the department 
warn the affected party to keep theIr 
accounts in order. In this way the checking 
Inspe~tor does not find anything incrimi
nating. A close watch will have to be kept 
on the staff which receive the Mahawarl 
amount and It wiJ) hav~ to be stopped
whether it is of the Income Tax Inspector 
or the Sales Tax Inspector or tbe Peon 
in the office. Surprise checks and raids 
will have to be conducted. The surprise 
raids would automatically put an end to 
payment of the Mahawari and the due 
amount would go to the State Exchequer. 
I would like to add that the amount of 
reward to the Government informer $ho\lld 

\ " 
be raised so that he may work more 
,zealously to expose tb~h luilty. Thereby 
m~ue money would be deposit~d in the 
axcbequc;r. ( I 

After a raic:i is conducted, a lengthy 
proced\lre is followed before the date for 
hearing is fixed. In the first instance, 
scrutiny is conducted, Demand Notice is 
served and tben lthe date is fixed for hear
ing of the case. It is, therefore, essential 
to h.tve counter vigilance because it is 
at thi') stage that the parties enter into a 
deal to share the unaccounted money. 
The raiding party is mide to understand 
that they will not get .any reward for their 
catch. Man is greedy by nature and as 
they think that there is no witness to this 
deal, they strikes a deal for SO : 50. 

If surpri~e raids are conducted only 
then it will work Abo;oJute secrecy should 
be main\r.lined about it. Th~ Munim alld 
the servants of tbe house where search is 
conducted should be taken into confidence 
and secretly asked if deals have been 
struck during the night. Rs. 10,00,000 
worth of goods at e seized and the deal, is 
struck at Rs. 500,000. The 'Mahawari' will 
have to be stopped immediately. We 
ourselve~ do not have good Intentioos and 
we arc helping the indmtri.1Ii'its in expand
ing their cmrlrc by constructing more 
bUildings. The black money is degenerat
ing the society. But still we hope that 
the steps thJ.t have been taken would help 
in reducing the bLlck mOlley in the country 
and we expect th~,t you w('uld be success
ful in your ende..lVOl.lT. 

SHRI NARAYAN CHOUBEY (Midna. 
pore) : Our hon. Finance Minister is fair 
complexioned but he is going to stamp 
out bldck money. I welcome it and wish 
him succe~s. He is well aware that worms 
do exist in the slush. Capitalism is a slush 
and he wJl) have to work against it while 
remflinif1g within it, however clean he may 
be him$df. The suggestions given by 
Shrimati Qeet.! Mu~herjee an'" Shri Priya 
Ranja.n Das Munsi regarding Imotivation 
should be born~ in mind and implemented~ 
Otherwise, suggestions given by our 
colleagues will go in vain and it would 
not be po,sible for him to a~t on them 
despi~ his b~hlj straisbtforward, clean 
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and sincere. If there is no motivation. 
there would be no mass support and we 
would not get success. Until we propl\,ate 
the idea that black money will not be 
encouraged, that socialism will be brought 
about in the countJ'Y, that poverty will be 
eradicated and poor will be uplifted, we 
shall not achieve success. Our present hone 
Finance Minister may be good at heart 
and may be straightforward and sincere 
but who knows that tomorrow we may 
have a bad Finance Minister who may 
encourage black money. 

I would like to remind you of the 1943 
Bengal famine. Forty lakh people had 
then starved to death. A t that time, all 
the leading Congress leaders were in jail. 
When Panditji was released in 1945, he 
decJared that had it happened in free 
India he would have hangt'd the black 
marketcers by the nearest lamp-post. In 
1947, we achieved indepen.denc~ but the 
few excr:utions that took place were those 
of the workers and farmers. I cannot 
recaJl even a single case where a black
marketeer wrs hanged and I believe you 
too will not be able to do so. An M.P. 
with black money enjoys more respect 
than the M.Ps. who are not Wealthy. 

SHRI MANKURAM SODI : A wea1thy 
man is honoured everywhere. 

SHRI NARAYAN CHOUBEY : What
ever little steps he has taken are not 
adequate. We have a saying in Bengal which 
goes like this. There was a daughter-in-law 
and a mother-in-law in a house. The mother
in·law had Filaria which caused swelling 
in her feet. She used to warn her daughter
in-law that if she got furious she would 
kick her, but she did not do so. The 
daughter-in-law was afraid of her. One 
l'ay tpe mother-in-law kicked her dauahter
in-Jaw and the latter realised that it was 
not painful at a11. Similarly, our kick to 
the capitalists and those who possess 
black money is as painless and ineffective 
as the kick from a diseased foot. It would 
be effective only when you wear football 
shoes and kick them. 

THE MINITER OF FINANCE AND 
COMMERCBS (SHRJ VlSHWANATH 

PRA T AP SINGH): That shoe is beinl 
made. 

SHRI NARAYAN CHOUBEY: It is 
not yet ready and the ordor for manufac
ture would also 10 abroad and in that 
deal also some people will make money. I 
would not like to say much in this re.ard t 

I would only like to point out that tbe 
steps that you arc taking will not be effec
tive. The law has many loophoJes and it 
is ineffective. The report on civil Uberties 
will be made public and you will not be 
able to do anything. At least demonetise 
100 rupee notes about which everyone is 
makins a demand. This you should do. 
You have become Minister for a period of 
five years but no one knows when you 
may be changed. Who knows 0 f tbe 
future? If you do a sood deed, may be a 
thief or vested interests may report against 
you and then you may be forced to 
resign. 

You propose to introduce the Lokpal 
BiJI. Why is the Prime Minister being 
kept out of its jurisdiction? 

AN HON. MEMBER: Leave it. You 
speak on the subject. 

SHRI NARAYAN CHOUBEY: Why 
should I Jeave it That is also linked with 
it. I would like to remind you tbat in 
1970-71, the then Prime Minister Indiraji 
tried to nationalise the wheat trade but it 
did not work even for a )'ear aDd the law 
had to be amended after six months. The 
senior Members know about it. It 10 

happened that the big people started 
raising a voice against it and therefore it 
had to be withdrawn. I would, therefore, 
f(quest you to wear football shoes and 
kick one or two of them. At least domo .. 
netise 100 rupee notes. 

A due notice may be given before
hand but it must be done. You would see 
for yourself what happens. Why do you 
not listen to our counsel? There is a 
saying in Bengal that you may abuse me 
as much as you wish but I have stuffed my 
cars with cotton and again. you may beat 
me as much as )'ou like as I bave pu, 
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'Supa' on my back and, therefore, it i. all 
ineffective. We may cry as much as we 
wish but you will not listen to UI. We are 
baving a debate on the measures that 
have been adopted to combat and eradi
cate black money and we have a notice 
on behalf of Shri Janardhana Poojary 
which announces the number of tax 
exemptions that have been granted. There 
will be no end to black money till the 
policy formulated in the Budget is not 
chanled. You cannot stop the process of 
proliferation of black money though you 
may be able to uaearth a part of it. 

I conclude with these words, and 
thank you for siV'ing me this opportunity 
to speak here. 

[English1 

SHRI GIRIDHAR GOMANGO 
(Koraput) : Mr. Chairman Sir, I would 
only like to suggest three or four points. 

Firstly, when there was barter economy 
in the country, there was no black money. 
The barter economy still exists in tribal 
areas. It also exists in fordgn trade. Hon. 
Members h.we spoken about the demoneti
sation of one hundred-rupee notc. Their 
intention may be that instead of carrying 
hundred rupee notes people may carry 
ten-rupee and twenty rupee notes 10 al to 
make it a little more heavier by which 
they will be caught! 

(Interruptions) 

The meance of black money liel In 
the formula of ABC. 'A' stands for 
accumulation of capita). 'Bt stands for 
bluck marketing, 'C' stands for corruption. 
These three are mainly responsible for 
generating black money in the country. 
When we are attempting to eradicate the 
black money, we have to take these steps 
one by one. First we have to stop the 
accumulation of capital and check black 
marketing as well as corruption at differeDt 
levels. 

Sir, when our party dcviced the 20 
point programme, tho 19th poimt wu 

cbecking the black mODey. Our party and 
our Government Is committed to check 
the black money in whichever form it may 
exilt. 

Sir, we have not yet imposed ceiling 
on individual property. We can impose 
ceiling on land. Ceiling on property 
should also be there. I would like to know 
whether we can bring any legislation to 
impose ceiling on mind and desire of the 
individual. I think neither Government, 
nOf God himself can impose ceilins on 
mind and desire. But we are trying to 
impose some ceiling on the minds of the 
people by bringing about legislative 
measures and administrative measures. 

In all humility I would SUlsest some 
steps in which the Government should 
take to eradicate this menace. 

Sir, our friends have suuested tltat if 
there is socialism the black money will be 
stopped. I am of this view: let there be 
any system, as long as honesty is not 
there black· money will remain. We are 
talking of socialism. We can talk at Jcnatb 
of capitalism or any 'ism' but any 'ism' 
cannot be successful unless you stop 
escapism. What is escapism? If the politi
cians escape from the reality by blaming 
each other and if tbe officials escape by 
shifting responsibility then no 'ism' will 
succeed. 

What is black money? You can com
pare black. money with G~. As God is 
Dot seen 10 as bJack money DDt .een but 
as we believe God is there 10 everybody 
is aayin. there is black money. What j, 
needed is to check the black money at 
different levels. How can we check the 
black money? You have to 8trenlthen 
the financial administration by which tile 
implemeotation of these proposals will be 
fulfilled. What is administration? Adminis
tration should have- tbe attitude, the 
approach, the accouutability. the appraiaal 
and answerability to the people. 

Labtly I will conclude by saying that 
why tbis has not been done. They will say 
implementation. is. wrCDI. E'Very\)04y says 
impteDJeatatloo is Wfoaa but wbo Will 



imploment it. We have to implement. The 
question before u. i. of implementation. 
AnytbiDI can be developed if there is a 
lood infra-structure. Likewise implemen
tat jon can be done jf there is lood 
infra-structure for implementation. The 
infra-structure for implementation should 
consist of: (1) interpretation; (2) impli
cation; (3) intention; (4) impact; and 
(5) imrortance. The implementing agencies 
on whom you have given responsibility
we should have to see' whether they have 
got interest, involvement, in~entivet initia
tive and proper instructions. 

I lonclude with the hope that the 
implementation part which is the vital 
part will be re-vitalised and administrative 
structure would be changed according to 
the need of the hour. With these words I 
conclude. 

MR. CHAIRMAN: So, Members have 
spoken. Now, the hon. Minister will reply 
tomorrow. 

20.47 hrs. 

BUSINESS ADVISORY COMMITTEE 

Twelfth Report 

[English] 

THE MINISTER OF STATB IN THE 
MINISTRY OF PARLIAMENTARY 
AFFAIR.S (SHRI GHULAM NABI 
AZAD) : Sir, I beg to present the Twelfth 
Report of the Business Advisory Commi
ttee. 

SbrcCl Dur,a Prjntin, Preas, Delhi 

PAPERS LAID ON THE TABLE 

(Engll~h] 

THE MINISTER OF FINANCE AND 
COMMERCE (SHRI VISHWANATH 
PRATAP SINGH): Sir, on behalf of Shri 
Janardhana Poojari, I beg to lay on the 
Table a copy each of the following Notifi
cations (Hindi and English versions) issued 
under the Central Excise Rules, 1944 : 

(1) Notification No, 186!8S-CE publish
ed in Gazette of India dated the 
22nd August, 1985 fogether with 
an explanatory memorandum 
making certain amendment to 
Notification No. 123/81-CB dated 
the 2nd June, 1981 so as to pro
vide that the goods manufactured 
by Hundered Percent Export 
Oriented Undertakings and suppli
ed to ONGC projects in India 
against global tenders shall be 
exempted from the whole of the 
duty of excise leviable thereon 
subject to the conditions specified 
in the notification. 

(2) Notification Nos. 187/85-CE and 
188/85-CE published in Gazette of 
India dated the 22nd August, 1985 
together with an explanatory 
memorandum seeking to provide 
excise duty exemption on excess 
production of sugar produced in a 
factory during the period from Ist 
October to 30th November, 1985. 
[Placed in Library. See. No. LT-
1380/85). 

2O.48bn. 

The Lok Sabha then adjourned to meet at 
Ele'len of the Clock on Friday, A.ugust, 

23, 1985/Bhadra 1, 1907 (Saka). 


