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Seeds Act, 1966 be taken into 
consideration*”

The motion was adopted 
MR. DEPUTY-SPEAKER: We will 

take up clause by clause considera  ̂
tion. There is no amendment to clause 
2* The question is:

“That clause 2 stand part of the 
Bill”

The motion was adopted 
Clause 2 was added to the Bill 
MR. DEPUTY-SPEAKER: To

clause 3 there are two amendments. 
Is Shri Naik moving his amend
ments’

SHRI B V NAIK (Kanara): In
view ol the clarifications given oy 
the hon. Minister, I do not want to 
move them 

MR DEPUTY-SPEAKER; Then 1 
will put all the clauses to the vote 
together The question is:

“That clauses 3 to 5, clause 1, the 
Fn acting Formula and the 
Title stand part of the Bill.”

The motion was adopted
Clauses 3 fo 5, clause 1, the Enacting 

Formula and the Title were added 
to the Bill,

SHRI ANNASAHEB P SHINDE: 
I move:

“That the Bill be passed.”
MR. DEPUTY-SPEAKER: The

question is:
“That the Bill be passed”

The motion was adopted

m z  fen.
MOTION RE: FINAL REPORT OF 

THU DIRECT TAXES ENQUIRY 
COMMITTEE.

MR. DEPUTY-SPEAKER: Now we 
take up the motion of Shri Jyotir- 
moy Bosu.

“That this House do consider the 
Final Report of the Direct 
Taxes Enquire Committee, 
laid on the Table of the 
House on the 20th March,mz»

Id* whteiii three hours have been al-

SHRI SURENDRA MOHAN*TY <&&• 
ndrapara): The time may be extend
ed.

SHRI JYOTIRMOY BOSU (Dia
mond Harbour): I beg to move:

“That this House do consider the 
Final Report of the Direct 
Taxes Enquiry Committee, 
laid on the Table of the 
House on the 20th March* 
1972.’*

Let us start with the birth of thig 
Committee and why it came into ex
istence. On the 19th of December, 1969 
in Rajiya Sabha a resolution Was 
moved which reads:

“This House is of the opinion 
that Government should con
stitute a committee consist* 
mg of experts and Members 
of Parliament to go into the 
failure of Central Board oI 
Direct Taxes, Ministry of 
Finance, in the timely col
lection of taxes and to sug
gest remedial measures for 
improving the same.”

Accordingly, this Committee was 
constituted by a resolution dated 2nd' 
March, 1970 by the Government. I 
will not go into the details of the 
resolution iust now. The object of 
this Committee is quite clear from 
what I have read out But how the 
Government has ran away, escaped 
from the issue, that I shall narrate 
slowly. If we go to an ancient book, 
the Indian Tax Reform, Report of A 
Survey by Professor Kaldor. it says 
at page 105:

“The total of assessable incomes 
in all sectors outside agricul* 
ture comes out at almost ex
actly twice the assessed in
come. No significances atta
ches to this precise figure, 
but it receives some confirm** 
tion from the fact that in the 
only sector in which the 
figures of income distribution 
are based on relatively sold 
material—in mining *&d ffee- 
tory industry, and wh&e «&* 
most the whole of tfte acti
vity is carried on by compa
nies and hence iqconfe is 
not subject to m  exemption 
limit-Mhe ratio is #too T : t



103 Meportqf AUGUST 26, Wfc

[&hri Jyotirmoy Bobu].
H these figures are anywhere 

near the truth* the amount 
of income tax lost through 
tax evasion is more of the 
order of Rs, 200—300 crores 
than Rs. 20—30 crores which 
is sometimes quoted m this 
connection/’

This relates to the Budget of 1956-57 
of the Finance Minister. The Gov
ernment at that particular time had 
been talking of evasion to the tune 
of Rs. 20—30 crores. But the eminent 
professor had very rightly pointed 
out that the evasion was to the tune 
Of Rs. 200—300 crores. And this r e  
port wonderfully tallies with what 
Shri Rangnekar said in the note of 
dissent and also m regard to certain 
portions of the Wanchoo Committee 
Report.

The final Report of the Wanchoo 
Committee says:

“As regards the extent of tax 
evasion, we find that the 
average rate of tax on the 
income assessed for 1965-66 
was around 25 per cent But 
considering that the size of 
the problem of black money 
and tax evasion has grown 
over the years and tax eva
sion is more widely practised 
at higher levels of income, 
it would be appropriate to 
adopt the rate of tax appli
cable to evaded income of 
not less than 33 1/3 per 
cent for 1968-69. On this 
basis, the extent of income- 
tax evaded during 1968-69 
would be of the order of Rs* 
470 crores, being one-third of 
Rs, 1,400 crores The money 
value of deals involving 
Black income may, therefore, 
be not less than Rs. 7,000 
crores for 1968-69 .

These are revealing facts.
Then, the economist member in 

the Committee m his note of dissent 
has pointed out

“My exercise which is based on 
a detailed analysis of expen* 
diture statistics tur the
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of Rs, 1,150 crores as com
pared to the estimate of Rs. 
811 crores mentioned m para 
2.17 of the main report. For 
1965-66, my estimate of 
‘ black money” is of the 
order of Rs. 2350 crores as 
against Rs 1,216 crores men
tioned in the report. It is 
not my claim that my esti
mates are absolutely accu
rate, but 1 think, they pro
bably approximate more to 
the realities Estimates of 
black income sector-wise are 
given below m respect of 
the year 1965-66: —
Industrial Sector—Rs 677 
crores
Tiade, transport, etc—R&. 
975 crores.
Construction—Rs. 262 crores. 
Films, professions and other 
services—Rs. 439 crores.”

The Directorate of Inspection (Re
search, Statistics and Publications) 
has said that loir 1961-62 alone, Rs. 
811 crores was the amount which 
escaped tax. Other figures are equally 
staggering.

Then, I quote from Economic and 
Political Weekly which gives very 
useful figures.

“As may be observed from Table 
1. during all the years from 
1951-52 to 1964-65, the non
farm household income asses
sed to income-tax rarely ex
ceeded one-third of the act
ual assessable income (Le. 
the actual income accruing 
to the high-income house
holds). In other words, about 
two-third of the non-farm 
assessable income gets con
cealed from the taxation au
thorities.

It follows therefore, that the 
actual incidence cf direct 
taxation on the non-farm 
high-income household group 
is much smaller than what 
the income-tax data reveal.

Then, there is Table 1 given with 
w w v wrc different columnjL I take only
afferent sectors of the eco~ year, that is* M M  because ti#e

I b m  Hooi^Md incante > * » « ’■
, ... V * * '
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printed by High income groups— Rs. 
3,904 crores. Income Assessed to In- 
come-tax~Rs. 1,229 crores; Tax as. 
sessed~Rs. 152 crores; Income Asses
sed to Tax as percentage of Non-farm 
Household Income—Rs. IB crores; In
come Assessed to Tax as percentage 
of Income of High Income Groups— 
Rs. 31.5 crores; Tax Assessed as Per
centage of Income Assessed—'Rs. 12.4 
crores; etc. etc.

These are very reveaing figures 
and should act as in eye-opener to 
people who really give their mind 
to this problem.

This morning, the Indian Express 
gives a very beautiful cartoon drawn 
by our respected friend from the 
Rajya Sabha, Mr. Abu It says:

“When does black money become 
White?—

When it is wrapped up m Khadi!”
I could not agree with it more. 

This is how really it is working,
Then, I go to avenues of black 

money. I have called this final Re
port to be a report written under 
duress, under pressure. So, we do 
not agree with most of the things 
this report says The interim report 
was the genuine report

It says:
“It is also spent in purchasing 

illegally quotas and licences 
at j>remia, financing secret 
commissions* bribes, litiga
tions, etc. giving ‘on-money’ 
in business transactions, buy
ing industrial peace, financ
ing election expenses and 
giving donations to political 
parties. Black money is also 
utilised in call deposits, bo
gus huftdi loans, etc. etc.”

I will not go into all the details.
Then, there is another quotation 

which I would like to give from the 
Economic and Political Weekly. It 
is an article written by an eminent 
professor Dandekar. It says:

**Whe& the big businesses jump 
Hie hurdles placed in their 
expansion path, they usually 
shed part of the black money 
they i^utaalate by evasion 

The fall ojat is 
spared by Hie

dans working in close coope
ration. It seems that the 
ruling party or parties re
gard big business as a milk
ing cow to be milked at will. 
It is not without significance 
that when recently the Con
gress Party decided to build 
an Indira Bhavan in Delhi 
worth a crores of rupees, the 
Congress Chief Ministers sub
scribed on the spot funds 
amounting to several lakhs 
of rupees; they could not 
have done this without know
ing the vaults of black 
money . . .”

So, the Indira Bhavan should be 
named as “Black Bhavan". Further, 
it says:

“This private understanding bet
ween the ruling party and 
the big business is the se
cond or probably the first 
major obstacle on the road 
to socialism . .

Again, it says:
‘ The scramble for election tic* 

kets and later for office sug
gests that all offices from 
top to bottom, in the Union 
Cabinet, m State cabinets, in 
Zila Panshads and Panehayat 
Samities are offices of profit 
and bring in direct and in
direct profits sufficient to 
compensate more than ade
quately the expenses of 
election . . . .  Furthermore,
some of the sitting members 
of the ruling party who 
could not be accommodated 
in the cabinets are given 
suitable remunerative jobs on 
Committees, Commissions and 
public sector corporations; 
in fact, the latter are looked 
upon by the ruling party es
sentially as providing need
ed opportunity for this pur
pose . .

I am ashamed to read this. But this 
is what the fact is.

I quote further:
"Once the bi« business jtfns in 
the election efforts H does not 
leave the ruling party during its 
tenure it asks for 
the quid pro quo md
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it *. . ,  . It explains the hold 
6f the big business over the 
government in spite of its 
socialist professions a**8 pro
testations So long as this 
hold continues undimiiushed, 
there is no chance of making 
any genuine progress along 
the socialist path . . Jt has 
been rightly §a»d that at the 
bottom ol the present liaison 
between the big business and 
the ruling party lies the re
gulatory and licensing proce
dures by means of which the 
government tries to control 
big business. This offers the 
meeting ground between the 
two and the result is that the 
big money wins and it ends 
up in big business controlling 
the government. Hence, to 
break this power of big busi
ness over the government, it 
is suggested that it would be 
advisable for the government 
to give up its efforts to con
trol the big business . .

MB. DEPUTY-SPEAKER. Almost 
whole of your speech is made up of 
this article.

SHRI JYOTIRMOY ROSU: Then, 
the Monopoly Inquiry Committee Re
port says:

“We are bound to mention here 
in this connection that the 
considerable assistance that 
some of the leading industria
lists in the country had given 
to the ruling party from time 
to time has furnished 
ammunition for the attack. 
Hie big business is hand in 
gloves with the party in 
power. The fact that such 
assistance has been liberally 
given at the time of the last 
General Elections has been 
admitted by the Government 
in a statement in parlia
ment. But people cannot be 
blamed if they believe that 
it m the hope of favours 
that induces such payment 
and after the election is over, 
businessmen try their best to 
see p m  the ‘investment’ 
by thm  bring satisfactory

Enquiry G m m - (M )
Three days ago is was revealed in 

the Rajya Sabha that ten big busi
ness houses, in the course of the 
last five years, had accumulated ex
tra wealth ranging between 25 and 
75 per cent. Mafaflal had made 75 
per cent in the course of five years. 
Now compare that with our indus
trial growth. When the industrial 
growth was next to nothing, how 
was these industrialists’ wealth swel
ling, we want to ask them It is 
perhaps because they have been al
lowed to siphon out their wealth 
that they generated from the indus
tries into the corndors of blind 
alley, and that is why we could not 
see them

Wanchoo Committee's final report 
is a dictated report I disagree with 
many of the things that they have 
said The interim report which was 
written suo moto on their own, with
out pressure, m fact, has been the 
real report 'Regulation of donations 
to political parties*, we do not agree

SHRI K N TTWARY (Bettiah)* 
On a point of order He is saying that 
the final report is dictated one By 
this he is misleading the House Has 
he any proof? Without any proof, 
how can he say that’

MR DEPUTY-SPEAKER: This
side of the House can contradict him. 
There is no point of order in this.

SHRI JYOTIRMOY BOSU: “Allo
wance of certain business expenses— 
Entertainment Expenses and Expen
ses on Maintenance of Guest Houses" 
—we do not agree ‘Reintroduction 
of Expenditure Tax’—nwe disagree. 
These are things with which we do 
not quite agree.

SHRI N. K. P. SALVE (Betul): l-et 
him indicate the basis on which be 
feels that the final report was not 
written on the volition of the Com
mission and that onlv the fflterfm 
report was written by them. Are 
there any inconsistencies?

MR, DEFUTY^&AKJSR: It is up 
to him.

SHWt jyOTraMOY BOBU: I *m
malting the speech aftd m* 
Salve I 'tfant to aafe
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loopholes lor generation of black 
money/ You will not find them any
where in the final report because it 
was written under duress.

I have a Memorandum which has 
been given by Class II ITOs. They 
have made very valuable sugges
tions:

“It has been seen from experi
ence that mere lowering the 
effective rate of taxation 
failed to generate an atmos
phere in which tine assessees 
would reveal their income 
truly and deliberately If such 
would have been the cose, 
Voluntary Disclosure Sche
me*; could have been success
ful m bringing out the con
cealed income to tax net.”

It also says:
“Though there is a proposal for 

capital levy at a very lower 
rate, the Committee while 
exhorting much cm reduction 
of rate of taxation should 
have also put on record that 
the Corporate Sector, unlike 
the individuals, enjoys the 
immunity from incidence of 
Wealth Tax which is much 
higher on individuals than 
the proposed capital levy.”

Such things have been said. I go to 
the next point.

“Thus it is envisaged that the 
Committee has recommended 
for (1) two types of functions 
and responsibilities but (2) 
prescribed three classes of 
officers, viz., Class II, Class 
I (Junior) and Class I (Se
nior) From this one may see 
how absurd and paradoxical 
the recommendations are. 
Firstly, when the 1ob and 
responsibility of Class I 
(Junior) and Class II officers 
is one and the same, why 
should there be two classes 
of officers?

Xt is. needless to point out that 
the Committee has tried to 
draw an artificial class dis~ 
tinetion—a legacy of the past 
« § " a  colonial hangover,”

* j

the backbone of the revenue struc* 
ture, and, therefore, this discrimina- 
tion and injustice is very much un
warranted.

The final report makes a mention 
of a very important thing. (Interrup
tions).

“After detailed deliberations and 
careful consideration of the 
valuable suggestions offered 
by them* we are still fully 
convinced about the efficacy 
and feasibility of the mea
sures recommended by us in 
the interim report*”

But what is the interim report? The 
final report is absolutely silent on 
that On 12th November, 1970 the 
Wanchoo Committee had submitted 
an interim report. It was the most 
eventful day m this matter. But what 
happened’  Shrimati Indira Gandhi 
was the Finance Minister at that 
time; she not only did not imple
ment the recommendations, but sup
pressed the whole thing. Even the 
Cabinet Ministers were kept in the 
dark because quite a few of them 
took copies from me; they did not 
know what was the interim report 
of the Wanchoo Committee. A team 
of officials consisting of two Secre
taries of the Ministry of Finance and 
the Reserve Bank Governor was sent 
to the Wanchoo Committee to pres
surize. to say, ‘Withdraw and des
troy the interim report'. The Com* 
mittee did not surrender to their 
pressure, but they accepted one re*- 
quest that, in the final report* they 
would not make a mention of the 
contents of the interim report. That 
is why, today, you see in the final 
report that there is no mention about 
the contents of the interim report.

Mr. Y. B. Chavan, on 10th August, 
had said in this House:

“I will sav whv we have not pub
lished the interim report. An 
interim report by nature is 
such that it can be publish* 
ed before the main report is 
published). Now whm  the 
main report is published, 
the interim report as such 
has lost its value."

These utterances are as baseless 
the Finance Minister himself. m m -  
wise, cleanly and cjafawdriafltj** I 
have Just now ^uqted-^w can he
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my this? The Finance Minister had 
the courage to mislead the House by 
saying that the interim report had 
lost its value once the final report 
which contains very little has been 
published.

AN HON. MEMBER: Which Fi
nance Minister do you refer to?

SHRI JYOTIRMOY BOSU: Mrs. 
Indira Gandhi primarily. There is 
only one Minister to my mmd. . . 
(Interruptions)

THE MINISTER OF STATE IN 
THE MINISTRY OF FINANCE 
(SHRI K. R. GANESH): He is mix
ing up the whole thing He says he 
is intelligent. .

SHRI JYOTIRMOY BOSU: Let 
both of us go for IQ test and see. 
(Interruptions) I had regards for Mr. 
Ganesh, and when some members 
talked about his arrogance, I tried 
to dispute it. But it is becoming too 
much at times He is trying to carry 
coal to New Castle Let him not 
prove that he is too big for his boots

SHRI K R. GANESH: My point is 
this. Let him talk about the Pnme 
Minister But when he says that the 
Pnme Minister was the Finance 
Minister when this report was sub
mitted, I am objecting to that

MR. DEPUTY-SPEAKER: He was 
refemng to two things, when the re
port was submitted and what the 
present Finance Minister said . . .

$HRI JYOTIRMOY BOSU. Whit 
Mr, Chavan said, I approve of, Sir 
This is what the Final report says 
at page 12 I quote:

“After detailed deliberations and 
careful consideration of the 
valuable suggestions olffered 
by them, we are still fully 
convinced about the efficacy 
and feasibility of the mea
sures recommended by us in 
the interim report**

So. Sir, who will decide what is 
right and what is wrong? Who will 
decide what should fee accepted and 
what should not be accepted? You 
talk about democracy. Ym  were a 
garb of democracy. U reminds me of 
wh#t our great leader Engel said

once Here is the executive which is 
supreme Democracy is nothing but 
a garb. Sir, this is August House and 
this morning I heard that our 
honourable Speaker was bom in the 
month of August: Mr S. M. Baner- 
}ec was also born ra the month of 
August, everything is August, but 
when it comes to takme a decision, 
formulating a policy, they are left 
to the executives This democracy is 
nothing but a garb, nothing but a 
misleading to the common man. I 
will quote this most precious docu
ment which they had given I thank 
them for these recommendation^ 
made in their interim report They 
said:

“We decided therefore to address 
ourselves ”

Mark the date 12th November, 1970, 
don t lose sight of the date

“ to the task of making an 
interim report on matters 
which called for urgent re
medial action and could not 
wait until our final report ” 

They did not realise that two elec
tions were coming and some
body wanted lot of money 
for them . Then they said:

“One subject which we felt 
needed immediate attention 
was that of ‘black money* as 
it has been eating into the 
vitals of our economy ”

Then the report says about parallel 
( conomy Then it says:

“After careful considieration we 
have come to the conclusion 
that some radical steps will 
have to be taken immediately 
if the problem is to be 
tackled effectively In this 
interim report, we therefore, 
recommend the following 
three measures:—*

(1) Demonetisation;
(2) Ceiling oft cash holding*; 

and
<3> Acquisition of immovable 

proK̂ ettv in earn of under- 
jftatement of purchase dp *  
sideration.”
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Then the report says. t quote:
**We, therefore, suggest, that al

though the last two mea
sures are meant to be of a 
permanent nature, they 
should be brought on the 
statute book, without undue 
delay.”

So, Sir, the primary recommenda
tion on the 12th of November 1970 
by this high-powered and eminent 
committee was, immediate demoneti
sation. Sir, Mis. Gandhi survives on 
biack-money, her politics lives on 
black-money Therefore, the report
was not only implemented but 
it was suppressed for an year and a 
halt. In the interim report they said:

“We felt that it would be only 
appropriate if, subject to 
adequate safeguards, the De
monetisation measures is 
utilised also to collect at 
least part of the arrears of 
tax that may be due from 
those who tender the demo
netised notes for exchange.”

Then it is stated*
'That first question th$t needs 

consideration is the deno-i 
mmations of the currency 
notes which should be de
monetised It is understood 
that the break-up of the 
notes issued, as at the end 
of June, 1970, was as follows

SHRI C  M STEPHEN (Muvattu- 
puzha): I rise on a point of order 
The House is considering the final 
report of the Direct Taxes Enquiry 
Committee laid on the Table of the 
House on the 20th of March, 1972. 
That document is now before us. 
My learned friend is dwelling at 
length on some other document that 
is, the interim report. He is making 
lot of allegations also. All I ask for 
is, his speech on the introduction of 
the motion has got to be relevant to 
tne document which we are to dis
cuss. t  w t only pointing out this!

Observation is mad«* 
by 1 with resfleet t<* 
a#  of to tin* flnai

report or its recommendations. H* 
makes all sorts of allegations. We on 
this bide were keeping quiet in spite 
of the wild allegations he made that 
the Prime Minister is existing on 
black money and all that m the hope 
that the Member would be called 
to older 1 am only requesting that 
tho Membei must be directed to be 
relevant, discussing the mater which 
is m the final report, not in the in* 
tei lm leport (Interruptions).

MR DEPUTY-SPEAKER: Order
please. Let me understand him first 
you have understood his point of or
der I have not Please sit down. 
Mr. Banerjee I have not replied. I 
am trying to seek clarification from 
him. 1 am not replying, order please. 
What is the point ol order; what is 
it that you want? (Interruptions), 
Mr Salve, it his point of order and 
not yours

SHRI C M STEPHEN: The point 
of order is this. Sir, that the speech 
has got to be relevant in this sense 
that it must pertain to the specific 
document which is mentioned here 
• « «

MR DEPUTY-SPEAKER: No, if 
it is just a general question of rele
vancy. it is rather difficult to contain 
that; but if you have any specific 
thing where he is irrelevant, then 
only I can give my opinion on that.

SHRI C. M. STEPHEN: May I ex
plain it. Sir’  The point is. this My 
learned friend has now specifically 
quoted the interim report and he is 
proceeding to speak on the interim 
report

MR. DEPUTY-SPEAKER: Now I 
understand it. Your point is that the 
interim report here is irrelevant; 
that is your point. That is your main 
contention . .

SHRI C M. STEPHEN: Yes.
MR. DEPUTY-SPEAKER: Now, 

the difficulty is that the final report 
itself has made mention of the in
terim report That is the dilfteuftv. 
(Interruptions). I have given my 
ruling.
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R- ■ GANESH: Sir, I have 
one ^bnilssion. In the notice that

te hon. Member gave and also in 
e submissionhe made her »̂ he re
ferred to two Finance Ministers. He 

is]jfer̂ ing to bring . . .
MR. DEPUTY-SPEAKER: You

made that point before, I know . . .
SHRI K. R GANESH: It is very It 

important. Sir. He is referring to the 
Ptfme Minister having prevented the 
publication of this report and having 
sent some officerg and all that The 
Prijne Minister was not the Finance 
Minister when the interim report 
was submitted. This is all that I 
want to say.

SHRI JYOTIRMOY BOSU: That, 
in fact, amounts to adding fuel to 
the fire- Is there any Member in this 
honourable House who would dis
pute the fact that in Government of 
India since the middle of 1969 there 
is more than one Minister? In the 
ruling party is there more than one 
leader? And, decision had to be 
taken by. (Interruptions).

MR. DEPUTY-SPEAKER: Order
please. The main point is this. The 
hon. Minister’s contention is that the 
Prime Minister was not the Finance 
Minister at the time when this in
terim report was alleged to have 
been sent to the Government.

SHRI JYOTIRMOY BOSU: I 
maintain this, Sir. Let it go oh re- 
corclVl ipaintain that honourable; 
Shrimati Indira Gandhi the Prime 
Minister and once uppn tdme* the1 
Finance Minister was wholly respon-. 
siblefor suppressing this report, I

■ ■'fSBBL lotting it on record. Mr. G&fte$b» 
while giving his reply, may reply 
to my pbint. I am pointing out what 
this impoTtant learned boitfer has 

;v';-
■ l4We are folly aware of thie not 

: - Mp&t; ■c^&kn$: mea-

would achieve imbsfcai^ 
suits because of , altered Cir
cumstances.”

It says:
incorporates a number of safe
guards such as imposition of 
ceiling on cash-holdings* 
stamping and signing of 
books of accounts and prompt 
examination of declarations 
by the Income-tax Depart* 
ment.”

says further:
“The first question that needs 

our consideration is the de
monetisation of the currency 
notes which should be de
monetised. It is understood 
that the break-up of the 
figures . ♦

The bulk of the currency ie in 
Rs. 100-notes and Rs. 10-notes.

MR. DEPUTY-SPEAKER: My
difficulty is that most of the hon. 
Member’s speech is made up of 
quotations which are lengthy.

SHRI JYOTIRMOY BOSU: I al
ways like to use their own stick to 
hit them with. That is my way of 
doing things.

I would not take much time now, 
because I have more or less deliver
ed what was in my pocket. Now* I 
come to Shri Yeshwantrao Chavan, 
We saw the Delhi press coming out 
with a lead article ‘Government de
cided on imposition of celling «n 
possession of cash to the tune of 
Rs. 5,000*. That was the indication 
that Government gave When the 
pressure was too severe, public opi
nion started forming. The country 
has known what the Government 
have done with this \atal recommen
dation, and how they haveplayed 
foolWith the Parliament and the 
people. They immediately came with 
a shock-absorber. The entire Press 
Information Bureau was mobilised to 
give a story which would act ag a 
buffer- So, this came out But Shri 
Yeshwanti'no Chavan could not even 
bear that. Soon. He somersaulted and 
said that too could not bedone. "
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I now say in view of what I have 
stated already today and on previous 
occasions that the country demands 
that the interim report of the Wan
choo Committee must he implement
ed in toto; there should be ceiling 
on cash, possession of cash, jwellery 
and other precious items. There 
should be screening of lockers and 
vaults and for each bank account, 
where there is more than a certain 
amount of money, it must be tagged 
with the income-tax number that 
has been given. The entire operation 
should be simultaneously conducted 
on one single day. I can assure the 
Government that if they really wish 
to take the* bull by the horn, there 
is Uo wav out to take drastic mea
sures and save this country from a 
complete peril, msfc* id of looking 
after their political, coterie and 
party interests to remain entrench
ed m power.

MR. DEPUTY-SPEAKER: Motion 
moved:

“That this House do consider 
the Final Report of the 
Direct Taxes Enquiry Com
mittee, laid on the Table of 
the House on the 20th March, 
1972.”

DR. V. K. R. VARADARAJA RAO 
(Bellary): I do not know if I really 
could go into all the political pole
mics which my hon friend Shri 
Jyotirmoy Bosu has indulged m.

SHRI JYOTIRMOY BOSU: It is 
because of his Prime Minister.

DR. V- K R, VARADARAJA 
RAO; I am really surprised that 
Shri Jyotirmoy Bosu should speak 
of the IPrime Minister all the time; 
the Prime Minister seems to be so 
much fixed on his mind that every 
time anything i$ mentioned, he feels 
he must come back to the Prime 
Minister.

SHRI JYOTIRMOY BOSU: Who
else is there?

DR. KAILAS (Bombay South); He 
is allergic to her.

, Vs t K  B. VARADARAJA 
U t m  Prepared to suggest to 

%  W m  mBfatotot Hu* the Prtime

m

Minister may give him an interview 
so that he could tell her all that he 
has to tell her about her and then 
stop talking about her in this Bouse.

SHRI JYOTIRMOY BOSU: But
I have not sought an interview; I 
may not have the desire to have an 
interview with her.

DR. V. K. R. VARADARAJA 
RAO: I only want to say that what 
I was reallv expecting, since Shri 
Jyotirmoy Bosu, of course, is a very 
distinguished member of the Com
munist Party-Marxist, and leader of 
one of the Opposition groups, I be
lieve, was this. I thought that he 
was also a student of economics and 
has bad practical experience of eco
nomic affairs. I was expecting, there
fore. when he initiated the discus
sion on this motion, while, of course* 
he would spent a little time on his 
political angle, which was natural, 
he would spent at least some time 
on the more important economic as
pects ol the Wanchcto Committee’s 
report. I am really sorry that he has 
not chosen to do so.

The main point that he has made 
is about demonetisation He has left 
out everything else and he has pick
ed out only this recommendatiofti 
from what he calls the interim re
port. There is no doubt that the 
Wanchoo Committee has in its final 
report reiterated its adherence to its 
previous interim report. Shri Jyotir
moy Bosu has from some source 
known to himself got a copy of the 
alleged interim report and I think 
he has placed it on the Table of the 
House and he has been quoting from 
that m extenso and has made a plea 
for immediate demonetisation.

I would like to suggest to this 
House that demonetisation is not a 
remedy which one can take up in a 
lighthearted fashion. Further, that 
is not the kind of remedy which is 
taken up on the recommendation of 
a committee consisting of officials, 
non-officials and so on. Demonetisa
tion is a kind of decision, if and 
when it comes, which will be takefy 
by Coveihnmetit only oo the basis ol 
the thinking and advice confined 
within the precincts of Government,
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which are subject to all the various 
secrecy and other clauses which gov
ern the functions of such Government 
officials and Ministers. If, for exam
ple* therewas some kind of hyper
inflation that the country had where 
we would have to change the cur
rency, by all means, one could have 
demonetisation.

We had demonetisation some time 
back; But that related to Rs. 1000-* 
notes- I believe we are all aware of 
What happened at that time. I at 
least happened to be a resident of 
Delhi city at that time. Even the de
monetisation of Ks. 1000-notes creat
ed a considerable amount of confu
sion in the market. Ks. 1000-notes are 
usually held by a very small num
ber of people, may be, the kind of 
people that Shri Jyotirmoy Bosu 
is showing such a verbal aversion 
for. But the kind, of demonetisation 
which he has as&ed for, quoting 
from the alleged report, is not only 
for Rs, 100-notes but for Rs. 10-notes.

SHRI JYOTIRMOY BOSU: They
have given the statistics also.

DR. V. K. R. VARADARAJA 
RAO: It is not a question of statis
tics. I would like to submit that we 
should remember that we all repre-* 
sent the country. After all, we are 
a responsible House. We represent} 
large numbers of people from all 
parts of the country. Demonetisation 
of Ra. 100-notes is bad enough* But) 
according to what he has stated, and 
according to the document that has 
been placed on the Table of the 
House, demonetisation of Rs. 100- 
notes will not do. It is a package 
deal. It has got to be Rs. 100-notes 
plus Bs. 10-notes.

If Rs. 10-notes are to be demone
tised, I do not think that it is neces* 
sary for me to elaborate in any 
length oh the numbers of people who 
will be affected all over the country. 
^  Will not)’ affect just the black- 
marketeers, capitalists and political 
contribution-wallahs, to whichever 

tfcev maymake contributions,
■ but it will affect larcse:; numbers o f ■

.' Bnqmry Oomm* (M) y]
primary schObi teiUJhers* o fa a ^ n i^
■ labourers and so on ■* ■,, ■:

SHRI JYOTIRMOY BOSU s 
will be hoarding black money?

DR. V. K R VARADARAJA 
RAO: I hope Shri Jyotirmoy Bosu 
would not like to be quoted outside 
this House as suggesting that every
body who holds a Rs. 10 note is a 
hoarder of black money . . .

SHRI JYOTIRMOY BOSU: But
how much? A primary school tea
cher cannot think of it.

I>R V. K. R. VARADARAJA 
RAO: I think that my hon. friend, 
if he wants, can be reasonable. I 
would request him not to interrupt, 
and I am sure he will respect my 
request.

JYOTIRMOY BOSU: ISHRI 
would.

DR. V. K. R VARADARAJA 
RAO: I am not at the moment 
going into the economics of demone
tisation as such. But the question is 
one of demonetisation of Rs, 10-notes. 
Somebody was asking by way of in
terjection why the interim report 
was not published. First Of all. I 
was rather shocked that an interim 
report of that kind should have been 
submitted by them- I do not know 
what the terms of reference were 
which made possible such a recom
mendation to be made. But in any 
case a recommendation of this type 
is usually made very secretly and 
once the recommendation is made, if 
it is accepted and it is immediately 
executed, there is no long time~inter- 
val between the two.

Demonetisation is something like 
devaluation. You do not have official 
committees recommending devalua
tion and afterwards Government con
sidering it and then coming forward 
with devaluation, tf I may j » y  so* 
the interim T̂ toort must not have 
been released* because there wag no 
intention of
recommendation. But to come^l3#i&; 
to mv main ,



be caused in the economy, and all 
the villages will be affected. Out of 
the 500,000 villages, there would at 
least be 300j000 to 350,000 villages, 
where some people will have Rs. 10- 
notes. I do not want to elaborate on 
the nature ol the people who will be 
having such Rs. 10-notes, such as 
petty shopkeepers and others. Of 
course, you may say that immediate
ly they will get substitute notes and 
they can go to a bank. But how 
many banks are there in the villages, 
with all this nationalisation and 
everything else? I think there are 
only about 10,000 branches including 
the ones that have recently been 
opened. The people who were hold
ing Rs. 1000-notes at least knew 
something about currency, but take 
the case of the common man who 
may hold Rs. 10-notes; if that gets 
demonetised, consider the amount of 
confusion and loss of confidence in 
the currency and the kind of break
down in the economy that would 
take place at a time such as we are 
facing in the country’s economy to
day. which would be most undesir-i 
able, from the point of view of the 
safeguarding of the economy.

So I would strongly resist the re
commendation that there should be 
demonetisation of one hundred and 
ten rupee notes and any demoneti
sation of anything less than that will 
not serve the purpose for which de
monetisation was intended by the 
person who has recommended it.

Then I would also like to point out 
one thing. One seems to be undei* 
the imnreasion that black money 
just stavs somewhere staying con
stant. Rs. 5.000 crores. Rs. 6,000 
crores. Rs. 7.000 crores of black 
money Black monev transactions 
could have been in terms of these 
thousands of crores of rupees. But 
a urmt deal of this black money had 
now %ecome eHher solidified into 
Hu* Win*. )*md, iewellerv. gold etc.

into white money 
Th^r^fore. ** • Wifm1*.

V -"I* ■’ -tjwfc. ><sTd!

series of effects that.■' -'bfecjlc;; ■ ,̂ piiE»ê vv-1®--: ̂ 
having on tjhe economy islike'using 
a kind of axe to try and kill ft fly 
on one’s nose. ■■■

SHRI JYOTIRMOY 
7,500 crores.

DR. V. K. R. VARADARAJA 
RAO; Shri Bosu has allowed hina- 
self to interrupt me and say Rs. 7JQ00 
crores. I am prepared to take a bet 
—silly on my part; but I am prepar
ed to be silly—that Rs. 7,000 crom  
will not be the unclaimed money. 
How do you account for Hie black 
money? Black money will be when 
the notes are not claimed. They are 
not claimed because of the conse
quences that will follow* Now where 
do you have Rs. 7,000 crores? The 
total volume of currency in circula
tion is not 7,000 crores.

SHRI JYOTIRMOY BOSU: I Said 
black wealth.

DR. V. K, R. VARADARAJA 
RAO: He was talking of black
money and demonetisation. Now he 
talks of black wealth, which is some* 
thing quite different. We are talk
ing of demonetisation and black 
currency.

Therefore, I would most respecH 
fully suggest that demonetisation on 
the scale—and the only possible 
scale on which it can have arty effect 
—which he has suggested would be 
very deleterious to the interests of 
the economy, will not serve the pur
pose for which it is intended and 
will, on the contrary, cause a great 
deal of upset to the entire working 
of the economic structure, and this 
too at a time when we cannot afford 
to have such interruptions to the 
smooth recovery of the economy.

At the same time, t  do not want 
to ignore the phenomenon. There is 
the fact of black money operating. 
We know a number of things are 
bought in terms of accountable 
money accompanied bv what is call- 

! ed: unaccountable', money.' ■'.! '■ ■ would 
like to descend from w>lemics and 
g«t. down to some constructive ''W$c 
<?estions—what l  hope to be 
ttuctive ;■ .:'su^9tiohi^^lot 
^rat& p of'



:'|he ’Wsmihao Committee Report. I 
would make a series of suggestions.

I want to deal with (hat the 
A'iaggedt&n' made by Shri Bosu, 

based on what he calls the interim 
a ceiling on cash hold- 

ings.Quite honestly, I do not un
derstand how ^ is possible to en
force aceiling on cash holdings. 
To have a ceiling on cash holdings 
means that every person becomes 
st^pect. It is not a question of 
raiding A, B, C or D. I do not think 
a ceiling on cash holdings is a 
remedy for blackmarketing or for 
preventing the use of currency for

rirposes other than legitimate. What 
would like to suggest is that what 
We want is to stop payments in cash 

over a certain minimum amount 
Because the root of the black money 
comes when you pay in cash for 
something for which you need not 

in cash. You have tp pay in 
cashfor things worth Rs. 10, Rs. 20, 
Rs. 40, Rs. 50. Rs. 90, Rs. 100. But 
when you have to buy a car for 
Rs. 25,000, you do not have to pay in 
c&4h; when you have to buy a refrn 
gerator for Rs. 2,500, you do not have* 
to pay in cash. And if I may say so, 
i f  you buy an airlines ticket, it will 
not be necessary for you to pay fori 
that in cash..

SHRI PILOO MODY (Godhra): 
Find out from Indian Airlines.
, life V. K R. VARADARAJA

1 ^ 0  : t’ do nqt know what Shri 
Bfeo mom' does with his airline

ficket; 1 am not referring to him;
! ân ;a$s#e l̂ ltn X was certainly not 

referring to MPs.
PILOO MODY: They want 

nothing but cash.
d r. y : K. R, VARAftAllAJA 

BAO: I atn coming to that.
When you m  into the root of it, 

it is not a question a ceiling on cash 
folding TO* root, q f it crimes >when 

; you; my 'm;* cash' lor *$hat ifeed. not 
;.ipVe, 1%en :$aiS in ca$h. And almost

cash
: ;0 l^  ' ■ .■

-cheques bounce?..

.....  V . ; ' X £ . - .  '
RAO: I know the dangerof 
bouncing. I just wasted to 
this principle that the most 
tive way of countering black vaaxm 
in this country is by seeing if we 
can devise some practical methods 
of seeing that payments in cash, 
where payments can be made fey 
cheques, are stopped. I would go fur
ther and say that payments in cash 
should only be made for small 
transactions where the amount is in 
terms of #iree figures and certainly 
not in terms of four figures.

Now comes the question; how do 
we enforce it? As for the question 
Which you. Mr. Deputy-Speaker put,
I have beep racking my brain to find 
an answer. I dfc> not think I have 
got the correct answer, but from 
the limited wisdom I have or may 
not have. I would like to make this 
suggestion. I would say that, first of 
all, in many cases cheques are ac
cepted where the person is known. 
A person who is walking in the 
street, who is not known to anybody, 
cannot go and buy a car without 
cash. But if I give a cheque, it will 
be accepted. Of course, t agree that 
in our country people are more re
luctant to accept a cheque than in 
a country like England. May be 
cheques bounce more in this Coun
try or may be we are more distrust
ful of each other than is the case 
in other countries—whatever be the 
reason. But I would certainly Say 
that wherever cheque payments can 
be made, they should be made in 
cheques and not in cash payments, 
lfthrs.

Then the question comes: What
happens if the man is not known, 
where the identity of the man is 
not certain, where if you take a 
cheque there 'is a possibilityofits 
Bouncing? Here I want to make a 
Suggestion Which I hope the Finance 
■■ Minister : will examine*~he ti»av 
throw it out as nonsensical, but I 
hope he will fihd some practical 
sense in it. Is it not possible for us 
to have something in between an 
unlimited, unrestricted on-sightlegal 
tender whidhr requires no signature, 
no endorsement, which just %  pass- 
ing from one Hand to another
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pietes the legality of payment, and 
cheque payment, an intermediate 
between a cheque and an unlimited 
tegal tender? Can we not have some
thing like a sight cheque?

SHRI N. K. P. SALVE (Betul): 
Traveller’s cheque-

DR. V, K. R. VARADARAJA 
RAO: Or traveller’s cheque, where 
it is possible for anybody who 
wants to buv a costly thing by pay
ing in an intermediate currency 
which is neither a cheque nor on- 
sight legal tender. I suggest this is 
the thing which will break the black 
market in this country which is not 
going to bo broken by penalties and 
so on, bo cause the people who in
dulge in black money transactions 
are not afraid of penalties.

SHRT N. K P SALVE; Not nego
tiable

DR. V. K. R. VARADARAJA 
RAO: Wo have got to devise a 
technical contrivance which will pre
vent them from ooorating black 
transactions

I would suggest this for the consi
deration of members, as a student of 
economics and I sav that it is possi
ble to devise a kind of currency 
which is not a currency in the full 
sense of the term, which at the same 
time does not carrv all the limita
tions which a cheque carries with it. 
This will be like traveller’s cheques 
for Rs. 5,000. Rs JQ.000, Rs. 20,000 
whatever it is- The only condition 
would be that I have got to give mv 
name, address and occupation before 
T get this money.

SHRI N, K. P. SALVE: Will it be 
negotiable?

DU. V. K R. VARADARAJA 
RAO: Traveller’s cheque, sight
cheque or intermediate currency, 
whatever may be the name, if it 
comes to be accepted, when it is 
paid, there must also be a signature 
of the person who pavfe it. so that 
?om«bodv will knew that this has 
been paid. »emebody will know who 
baa bought H for the ourposes o#
navmf»rrt

It seems to me if we can control 
this cash business, these cash trans
actions—-black money really means 
cash transactions; if there is no cash, 
there will be no black money 
transaction—we can tackle this evil. 
The root of the evil is the preva
lence of cash transactions on a large 
scale. I just throw out this sugges
tion. I am not an expert in all these 
matters.

SHRI JYOTIRMOY BOSU: You
ate.

DR. V- K. R. VARADARAJA 
RAO: I thank you. But not an ex
pert in black marketing! Sir. I would 
suggest, therefore, that this is one 
way and we can work out the de
tails and work out all the various 
implications and so on. But I would 
seriously and most earnestly suggest 
that the best way of attacking black 
money is to find some method by 
which you can minimise cash pay* 
ments. Why do we pay the airlines 
by cash? Why do we pay for so 
many goods by cash? I go to the 
length of saying, why should we 
pav, if we go to stay in the Ashoka 
Hotel, in cash, and spend Rs, 2,000 
or Rs. 3,000 or Rs. 5,000? Whv should 
I pav it in cash? Why can’t I have 
this kind of intermediate document 
between cash and the other thing? 
Any difficulties that this may pre
sent can be worked out and we can 
eome to solutions which will be of 
enormous benefit to the country.

The second suggestion which, I 
believe, has been accepted by the 
Government, is the right to purchase. 
We know a great deal of black 
money has gone into property*—re
gistered price, cash price, under the 
counter and so on. We say the Gov
ernment will take over the property 
and has a right to buy the proparty.
I would only suggest for the consi
deration of the Hoqpe that this right 
given to Government to buy the pro
perty at the registered price win. not 
solve the problem of the conversion 
of black money into property. I do 
not think this is going to be exer
cised very readily, and if and when? 
it is exercised there will be so many
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things which wiU come in the way. 
It is not going to be an effective de
terrent at all. What 1 would like, 
therefore, to suggest is that all sales 
of property should be a matter of 
public information. There should be 
a regular gazette from every State 
or every big area, so that ail sales 
of property—house number so and 
so, so and so, belonging to so and 
so and sold to so and so and at such 
a price at which it was registered— 
could be known and this information 
should be made public Because, the 
public will be much more anxious to 
catch the fellow I sav it with due 
respect to mv friends on the Trea
sury Benches I do not blame them 
for it, because thcjy are also victims 
of the machine So, the public will 
he much more interested in finding 
out these people than the official 
machinery that is entrusted with 
this particular task It can be pub
lished. If you do not want to pub
lish it, it should be possible to be 
referred to in other ways. For ex
ample, we have got the ioint stock 
companies, in respect of which if 
you pay one rupee to a public office, 
you can get all the details and see 
the documents. So. any member of 
the public can go there and see. Re
search people can go there; research 
analysts can go there and see, and 
have a look at the property deed; 
make a study of Viem and indicate 
which are the kinds of property 
where there is obviously some kind 
of hocus pocus* It seems to me that 
unless some such thing is done, it 
will be difficult You can indeed 
specifv the persons among the gene
ra! public; say, accountants, or law
yers. Unless the public is allowed to 
raise this question, merely to say 
that the Government has the right 
to repurchase it at the declared 
value is not, T ttyink going to solve 
the oroblenn at all I would sug
gest that hratead of having this kind 
of futile provision, it is far better 
t6 have a provision like thK which 
will also involve the general twblie 
in seeing that black market does not 
Nourish at all,

*The t$rd suggestion is about 
strengthening of the income-tax ad

ministration. I believe the Wanchoo 
Committee have made this recom
mendation and I would like to un
derscore it. Have industrial specia
lists and trade specialists. At the 
moment, as a matter of fact, the 
cost of production is so shown that 
things are put m as expenses which, 
arc not expenses We only talk of 
entertainment allowances, and guest
house and so on, there are expenses 
on transport, expenses by way of 
TA. purchase of commodities, pur
chase of raw materials, payment of 
commission, etc. There are so many 
ways and means by which the busi
nessman knows how to conceal ille
gitimate expenditure under a legiti
mate gaib and get it accepted by tho 
income-tax authorities as part of ad
missible cost of production, and 
thereby get the money for illegiti
mate purposes It seems to me that 
this is not a matter that can only 
be dealt with by the income-tax offi
cer with all the training that he 
mav get And that is why, I believe, 
the Wanchoo Committee have made 
the recommendation, and I would 
like to support and get it strengthen
ed There should be industrial and 
trade specialists who would be spe
cialists in analysing. May be, we 
should get a chartered accountant 
who is a specialist in industry; a 
chartered accountant who knows 
about the textile business; a charter
ed accountant who knows about 
drugs and pharmaceuticals business; 
a chartered accountant who knows 
about the sugar business. like that, 
I think we have to get experts who 
will then be able to determine the 
norms of expenditure. So, broadly, 
one can say, if the statistics are on 
the table, what is wrong with the 
things, because, normally if we have 
been doing the subject for a long 
time, you have a sense of propor
tion, a sense of magnitude* and if 
something does not fit in immediate* 
ly, you raise your eye-brows and 
start working on it. md you may 
find yourself wrong oar right at the 
end Similarly, some kinds of nqfms 
have got to be there for all the affe
rent types of acpendifoire; in head
ing tip these norms, the fcmpHtfsatton 
of tShese tiorms, the creation o f ipe*
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cialists machinery of this kind will 
go a long way to deal with the prob
lem of generation of black money.

It may cost, I think, Rs. 25 lakhs 
or Rs. 30 lakhs or Rs. 50 lakhs. But 
certainly it is not going to cost more 
than a crore of rupees. But I do 
suggest this is another way of stop
ping the generation of black money.

Now 1 shall go a little faster. I 
thought I should not brush it aside, 
fortunately, thanks to Mr. Jyotirmoy 
Bosu's political convictions! (Inter
ruptions). He did not say anything 
about reducing the taxation for the 
purpose of preventing black money.
I would suggest that reducing the 
rati* of taxation is not going to have 
any effect at all on tax evasion, and 
thereiore, on the creation of black 
money. (Interruptions). I hear a 
whisper from my very distinguished 
hon. Member behind me saying it is 
not so. I do not know- As far as I 
know, if somebody were to say that 
the imposition of 95 per cent margi
nal rate of taxation will prevent a 
man from earning a particular slab 
above the margin* because he will 
only get five per cent thereof, I can 
understand. As a matter of fact,—I 
was thinking in my mind, but I have 
not worked it out—how many in
comes are really made by slabs, and 
how much time and how much effort 
do they exercise whether ‘I can make 
my next Rs. 5,000 or not make the 
next Rs. 5/JOO’? As far as T can s«e, 
this can be done by doctors and law
yers only. I think it is very difficult 
for business people to do it. In their 
case, the slabs may not go into the 
kind of slabs that the income-tax 
authorities make. Therefore, honest
ly, I do not see any economic justi
fication for suggesting that if you re
duce the rate of taxation, this can be 
achieved. If you say that you should 
reduce it from 95 to 20 or 10* there 
can be some meaning in it, but by 
reducing it from 05 to 75 it is not 
going to make all the dishonest fel
lows to become honest now* I think 
it is not a legitimate expectation at 
all. It has no foundation at all in 
economic analysis and 1 suggest 
that that particular reccmunendatian 
of theWanchoo Committee should

definitely not be accepted by the 
Government, apart from the so-call
ed recommendations about demone
tisation.

The next important point is about 
controls. It is not only tax evasion. 
If you were to ask me, the most im
portant reason for black money S» 
control, or licence. I am afraid I 
have not made a study of licences* 
but I am told that today you have 
got to take a licence for almost any
thing. Only, I do not think we 
should take a licence for making 
speeches in this House except, of 
course, with the favour of the Chief 
Whip of the party concerned and the 
favour of the Dejjuty-Speaker or the 
Chairman who happens to be in the 
Chair. (Interruptions\ But the licen
ces, I refer to, are of a different 
character. I find that if one wants to 
have spindles in the textile industry, 
if one wants to extend the textile 
industry, one should have a licence; 
if you want to have 50 more spindles, 
or a little raw material, anything, 
there has to be a licence-

SHRI JYOTIRMOY BOSU; Stain
less steel.

DR. V. K. R. VARADARAJA 
RAO: Well, he is very familiar with 
ail those various fields in whtoh 
these licences are given. Why and 
how, I do not know But these licen
ces become bad when it is a question 
of shortage of economy, and the 
Wanchoo Committee have suggested 
a committee to be appointed to go 
into this question of licences. I want 
very strongly to endorse this view. 
We have been going on with licences 
for the last 15 years. We have not 
so far really found out a rationale, 
nor have we examined what has led 
to these licences, how far it has re
sulted in the plan priorities being 
accepted and how far it has led to 
the production and distribution that 
we wanted and what are the conse- 
auences of licensing. There is no 
doubt that licensing has led to de
terioration in character and tfse 
growth of black money. Everybody 
knows that. But all the other things, 
we do not know. I suggest v S f  
strongly that th$ government fhouW
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take a decision. They need not take 
a lot ol time. After all, they have 
accepted certain recommendations 
like the account number and so on. 
They do not have to say that we can 
only take a decision on the report as 
a whole* They have already taken 
a decision on certain recommenda
tions of the Committee. I would say 
that this particular recommendation 
is most important from the point of 
view of dealing with the phenome
non of black money. In the meanwhile 
I suggest to the Ministry of Finance 
and other concerned Ministries: Let 
them take a sample of the licences 
and' investigate them, if a licence is 
given to A, how he has used it Do 
we follow up that licence* We give 
so much cement, what has he done 
with it, Wc give him so much pig iron 
or steel, has he used that* Have we 
asked the men who get licences 
what they have done with that 
licence7 Such a sample investiga
tion is of great importance, it should 
be taken up at once and a thorough
ly competent expert objective inves
tigation of the whole system of 
licences should be made

Further. I should like to know 
whether traders in durable commo
dities are licenced Jewellers or dea
lers in gold ornaments dealex* in 
houses, cars etc What are we doing 
with them* Have you got any con
trol over them* Do they make any 
returns* These are some of the ways 
by which black money gets convert
ed into white wealth . (Interrup
tions) If you licence them, you can 
get some return and control* This 
may not be liked by everybody.

We should get returns from our big 
tourist hotels X am all for tourism. 
But it will be interesting to find out 
how much of the money is being 
spent hi these big tourist hotels by 
foreigners who bring foreign ex
change find how much is spent by 
Is&liart businessmen, their meads 
arid others I think out of the most 
l®*pa*t*nt avenues for the expendi
ture. of black money is the big 
hotels, expensive cabarets and the 
bfg restaurants in the country.

AUGUST 2ft, i m  m m  fm m  Mmtiry m
Comnitite (M)

SHRI JYOTIRMOY BOSU: They 
will not give you a ticket next time.

DR V. K. R. VARADARAJA 
RAO: I think it would be desirable 
to have some kind of control of 
know who are the people who give 
the parties there and what are the 
returns Anybody spends more than 
100 or 200, let there be a return of 
such people m these hotels

Now, legardmg tax arrears, an* 
other important part of the problem. 
I am all admiration for the work the 
Wanchoo Committee have done. I 
hope the Government will not wait 
for long to accept the recommenda
tion for the creation of a special 
body to deal with the question of 
arrears Tax arrears are bad for the 
morale of the Government, morale 
of the honest tax payers and also 
bad for the income-tax payer, even 
for those who have not paid their 
taxes Special machinery should be 
created; without any further speech 
I should like to support that sugges
tion m toto and T want Government 
action m regard to that immediate
ly

I have to say something about 
clubbing There was a lot of discus
sion and some minute  ̂ of dissent 
also on this question whether a hus
band, wife and minor children 
should all be clubbed together I do 
not have the time to elaborate my 
argument; you have been patient 
with me, I am not in favour of dub
bing the income of the husband, 
wife and minor children without any 
Qualification The income of minor 
children should certainly be clubbed 
with that of the income-tax payer. 
I do not see the point of minor child* 
ren having an income. What are the 
minor children to do with that in
come* The income is safeguarded, 
the corpus is safeguarded.

What is the purpose of gifting pro
perty to minor children* You gift to 
mv minor children and I gift to 
vour minor children Minor children 
have no right to have non-taxable 
income from that property: tike in
come from that property should be 
taxed Tftn* ifcay net tax the wealth; 
T am not w*Restin# wealm tat, m%
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all income from the property of 
minor children should be clubbed 
with the income of the head of the 
family and taxed.

When it comes to wile, I suggest 
that we have to make a distinction 
between an earning wife and a wiie 
who is not earning. It is not only 
because of sentiment In the latest 
employment review which was circu
lated to Parliament two days ago 
you will find the problem of educat
ed women unemployed is becoming 
shaiper, acutcr than even the prob
lem of educated men’s unemploy
ment Honestly, I am terrified what 
will happen if a laige number of 
women educated unemployed started 
marches and piocessions and other 
things because it is much more diffi
cult to handle them than the educat
ed men unemployed Some distinc
tion should be drawn between 
women woikeis who are wives and 
women wives who are not workers 
These ate matters of detail

About trusts, who do we not have 
a directory of trusts9 I have seen 
manv times a huge publication of 
10,000 joint stock companies m India; 
it is published once in two vears, I 
have seen lists of large industrial es
tablishments, 5,000 names, two 
volumes What is there to prevent 
us from having a directory of all the 
tiusts in this country’  There are 
charitable lehgious medical and edu
cational and other trusts Let us 
know their names, the members of 
their governing bodies, and so on 
Every one of them should get its 
accounts audited. There is no doubt 
that trusts constitute another way 
through which black money grows 
and tax evasion takes place It is 
simple and it should not take much 
time for Government to accept It.

There is one more suggestion and 
I do not know whether it is good 
for me as a member of a political 
partv to make that suggestion but if 
one feels impelled to make the sug
gestion, T feel one should do so, All 
wftlitiGftl parties should be registered. 
Wo political party should function in 
secret We should know who toe 
«SlMnMrs of a political party are; we

should know who their office bearers 
are, what their funds are, etc. AU 
political parties should be in the 
natuie ol trusts because they are 
trustees for the people and they up 
beiorc the country m the name of 
then parties and get elected and 
sometimes run the Government and 
sometimes run the opposition; It 
makes no difference to me, I think 
it is very important to see that for 
the working of democracy as well as 
prevent any temptation that may be 
there -people with black money 
ma\ tempt political parties* that in
cludes all political parties—I think 
it js very important that all politi
cal patties sjiould be registered and 
we should know, there should be 
open lists and registers showing who 
the members aie, who the office 
bcaiers aie and what are their pro- 
csduie foi election what is their 
constitution etc.. as we do under the 
Societies Registration Act of 1860 
and their accounts should be audited 
and theie should be annual reports. 
If some such thing is done it will 
go a long way to bring back health 
to our economy and polity and also 
check many other things that are 
happening m this country

I am finishing with one last sug
gestion I should like to add my 
voice to the need for treating the 
income-tax department officers a 
little better than we were treating 
them hitherto T do not know what 
then status us. I do not know whe~ 
thei they have the same status as 
members of the Indian Administra
tive Servirt, I do not know whether 
they have the same promotional 
prospects as members of the now be
coming extinct ICS or the upcoming 
IAS If I can think of any job which 
is the most imooitont, it is this job* 
It ig not merely law and order which 
is most impoitant m our country. 
Many law and ordei problems are 
connected with the solution or aon- 
solution of economic problems like 
mobilisation of resources and so on. 
The Government should make a 4e 
novo examination of the entire cadrfc 
of income-tax officers, their promo* 
tiom and their prospects and othtfr 
things and see to it that they «rt
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given a sufficiently strong position 
and sufficient incentives so that they 
can function honestly and courage
ously in the best interests of the 
country.
u m b ra ,

[Shhi K. N. Tiwary in the Chair]
SHKI K. BALADHANDAY U-

THAM (Coimbatore): Let us remind 
ourselves that when we are discus
sing this question we are living in 
an acquisitive society where real 
values are at a discount and nothing 
succeeds like success. W« are all ag
reed that in this acquisitive society 
we are confronted by a problem of 
agonising dimensions and we also ag
ree on the disastrous consequence?. 
The need to combat this menace is 
also a point on which we all agree. 
We called upon the Wanchoo Com
mittee to go into this question. But it 
is not as it Mr. Wanchoo and his com
mittee were going into this question 
for the first time. There have been 
many committees which have gone 
into this question in the past

For example, there was the Ayyar 
Committee in the yea?: 1936, the 
Varadachariar Investigation Com
mission in the year 1948, the John 
Mathai Commission in 1954, Profes
sor Kalder who was invited to come 
and go into this question in the year 
1956, the Mahavir Tyagi Committee 
in 1958 and the Departmental En
quiry Committee in the year 1968. 
So, it is very clear that they are 
seized of this problem for a long 
time and committees after commit
tees have gone into this question and 
submitted their reports. In spite of 
all this, the verdict now is that the 
proportions have Increased, they 
have become even more menacing 
and we have reached a stage when 
we cannot do anything because th*y 
are eating into the vitals of our eco
nomy* We now call it a parallel 
economy,

While going into the question of 
the parallel economy* X am afraid 
the Wanchoo Committee has been 
very disappointing and has shown 
its affection for wealth and privilege,

The Wanchoo Committee has elabo
rated the crimes at length but it is 
afraid to name the criminals. Unless 
they name the criminals, unless they 
identify the criminals, all their re
medies. all their palliatives, ail their 
arsenal to deal with this question is 
not going to be of any use whatso
ever.

Why do I sav that the Committee 
has been disappointing and it has 
shown affection lor wealth and pri
vilege? The recommendations of the 
Wanchoo Committee can be broadly 
classified into two categories. One 
set of suggestions deals only with 
administrative measures. They have 
not gone into the root of the prob
lem. Secondly, they have accepted 
the evidence of the yery criminals, 
of the very perpetrators of the 
crime, and then made their recom
mendations.

The monopoly houses have been 
demanding two things. They have 
been pleading and leading evidence 
to the effect that unless the rate of 
income-tax is reduced “you cannot 
deal with black money, we will de
feat you” That has been their chal
lenge. The Wanchoo Committee at 
the very outset has conceded this 
demand. They want it to be reduced 
from 97.75 per cent for the highest 
income bracket to 75 per cent. I 
totally agree with Dr. V. K. R. V. 
Rao here and his view, coming as 
is does from an economist, has got 
greater weight than that of mine* 
This proposal of the Wanchoo Com
mittee for reduction in the rate of 
taxation shows how far they have 
degraded themselves on this quea* 
tion.

Secondly, they have suggested the 
doing away with controls. This has 
also been one of the persistent de
mands of the big industrial houses. 
Controls have failed is another taai- 
ter. Whv do the big industrial houses 
want de-control? It is not as if con
trols are responsible for the accu
mulation of black money. Even if we 
remove controls, they will accumu
late black monev. Was it because of 
the high incidence of taxation that 
they created artificial scarcity? It is
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because of the high incidence ot 
taxation that they violate the foreign 
exchange regulations? Is it because 
of the high rate of taxation that 
they aie indulging in speculation? 
No, high rate of taxation or controls 
has nothing to do with this. Yet, 
the Committee thought it fit to agree 
to the pleas of the industrial houses, 
the big shaiks o£ the monopoly 
houses, and make these recommen
dations for implementation by tne 
Government.

Even in the matter of administra
tion I find that this Committee has 
got its partiality for the privileged 
The Committee concede the right of 
the wealthy, of the powerful, of the 
moneyed people to tempt others.

MR CHAIRMAN He should tiy 
to conclude soon.

SHRI K BALADHANDAYU- 
THAM T cannot cover such a vast 
subject so soon If you so desire, I 
will iPbume rrly seat now itself 
Hore 1 ma\ point out that the pre
vious speaker was Riven moie than 
45 minutes

MR CHAIRMAN Mv difficulty is 
that the time allotted foi vour parly 
ib onlv seven minutes I know it is 
an important sublet I do not want 
to be vei v strict But he should also 
be considerate to the Chair

SHRI K BALADHANDAYU- 
THAM' I am in your hands I will 
take the time allotted by you But 
I expect you to show some consi
deration for the subject, if not the 
speaker.

With regard to the administration 
also we can see the bias of the Com
mittee. They concede the right or 
the monev bags to tempt people 
They also concede the right of peo
ple to be tempted The income-tax 
officers, who are Gazetted Officers, 
have got the privilege and nght to 
be tempted, So, in order that they 
are not tempted, the Committee re
commend that they must be Paid 
higher emoluments, After all, tne 
Pay Commission is there which is 

into tfce adrvice conditions or

all Government officials. Still, this 
Committee is recommending b ip r  
emoluments to income-tax officers.

One of the dangers facing the 
economy today is bn account of tfce 
bureaucracy Today there are two 
classes ot income-tax officers. Class 
I and Class II Though both of them 
are doing the same work for doing 
equal work they are paid diffeteat- 
ly There is difference in the method 
of promotion also. Those who are in 
Class I, that is to say, those who 
come by direct recruitment, they are 
automatically promoted after five 
years But those who come from the 
ranks, even though they are much 
more experienced, they are oot given 
the same^rate of promotion. So, the 
bias of tne Committee is for tne 
rich, for the Gazetted Officers, tne 
higher officers in the administrative 
machinery.

The root causes for the existence of 
black monev are three There are 
three devil*, operating m the Indian 
cconomy One is the monopoly 
houses, which were born m black 
monev It was during the last world 
war that these big industrial houses 
came mto being How did they come 
into being’  It was through the accu
mulation of bbek money Even as 
children they lived with it and thev 
have grown up with that They 
were born in the cradle of black 
money

Thev were helped and abetted by 
another devil, namely, bureaucracy. 
The thud devil is the party in power; 
the bouj&eoise political party sn 
power is capablc of being financed 
by black money It is not merely 
the fact that there are big industrial 
houses which are in the highest in
come brackets which are evading 
taxes and which are able to corrupt 
the bureaucracy that has creates* 
this situation. It is the policies pro
pounded and followed by the govern
ment in the last 2$ years which has 
created the conditions for the deve
lopment of this parallel economy.

So, these three devils are there 
and they have to be dealt wftfa' 
While dealing with it, you have to 
take the interim report wltlcfc Is
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VteSty much relevant here. The rele
vance is that they made a recommen
dation of demonetisation. They have 
not referred to it in the final Report. 
In the final Report, they have not 
made any reference to it except to 
say that It will be efficacious if it is 
implemented. There is a difference 
between the interim report and the 
final report. If demonetisation Is 
efficacious, the final report must have 
dealt with that because the Govern
ment has not implemented it. I do 
not agree with Dr. V. K. R. V. Rao 
that the Committee cannot recom
mend demonetisation. The Commit
tee can recommend socio-economic 
changes, the structural changes in 
the economy. If I were put in the 
Committee* I would recommend even 
more. The terms of references itself 
is on black money. When dealing 
with this question of black money, 
they have to recommend att those 
measures like demonetisation. It can
not be merely done by suggesting 
administrative measures. It has to be 
more than that.

They made a proposal of demone
tisation. With regard to demonetisa
tion, I do not agree that 10-rupee 
notes should be demonetised. It 
should be 100-rupee notes and above. 
Demonetisation is inevitable. If the 
Government does not do it today, it 
will have to do it tomorrow. Without 
mopping the black money in curren
cy, transactions cannot Sttop in 
spite of the cBeques system being 
proposed. You must have cheques for 
nigher transactions. They can also 
be like travellers’ cheques. I agree 
with the proposal and I also say 
that the proposal must be mmexb  
see these things are implemented, 
that payments are made only in this 
way. It is necessary for mopping up 
the existing currency in black money. 
Demonetisation is inevitable. The 
Government need not go about say
ing it that they are going to demone
tise it. Demonetisation must be done 
with all the preparations overnight 
suddenly. Unless they* do that, they 
cannot mop up bla&fc“ money

With regard to other things, I ex
pected the Wandtood Committee to» 
make a recommendation that tfcerfe 
must he a ceiling on profit. We title 
of having a ceiling on land and ur

ban property. Why not there be a 
ceiling on profits also. It is a ques
tion. of income. Why not fix a ceil
ing that nobody would earn more 
than 2 per cent or 4 per cent or the 
maximum of 5 per cent profit. Un
less there is a ceiling on profit, the 
black money will continue to be 
there.

I also agree with Dr. V.K.R.V. Rao 
m suggesing that there should be 
simultaneous chcck-up of the safety 
vaults m all the banks. Combined 
with demonetisation, there should be 
simultaneous check-up of all the 
safety vaults of the banks, at one 
stroke, all over the country.

Apart from that, they must also 
acquire properties which have been 
under-assessed and under-estimated 
m value. Any immoveable property 
which is under-estimated should be 
acquired by the Government. Un
less you do that, you will not solve 
the problem. Mere transactions alone 
will not solve the problem You will 
have to acquire the properties 
which are under-assessed and under
estimated I say this because we need 
money. Our Finance Minister has 
said that Rs 6,000—7,000 crores of 
additional revenue are needed in the 
next period Even as a revenue, you 
have to acquire properties which are 
under-assessed.

Not only that Mcney is being sent 
out. You must nationalise the foreign 
banks. Otherwise, you cannot stop the 
leakage You will have to nationalise 
monopoly houses I expected the 
Wancnoo Committee to make that 
recommendation Unless you take 
over the monopoly houses, you can
not deal with tnis problem By leav
ing them, you are allowing them to 
make money. Unless you take them 
over, the results will not be achiev
ed.

Then, foreign trade should be 
nationalised. There should be natio
nalisation of all essential consumer 
goods factories and other such estab
lishments. There should be nationali
sation of foreign trade and also 
food trade in the country. Without 
these socio-economic change* about
which tfee Government ba? been 
talking and wftich has bum vto 
pledge given to tbs peofde,
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itoptefflmtim  them, you cannot deal 
With black money, Mere administra
tive measure will not do.

Under these circumstances, the 
Government appointed this Commit
tee and the Committee has come 
out with a report. Now, while deal- 
tog with that, the thinking of the 
Government seems to be that they 
will have joint ventures with the 
very people who have accumulated 
black money, the Tatas and others. 
They are going to have jdhat ventures 
in industrial sphere. On the other 
side, the slogan is “Work” . Work is 
the only slogan of Indian economy. 
The concentration of wealth and 
accumulation of black money goes on 
merrily.

So, the Wanchoo Committee report 
has been very disappointing. The 
slogan of self-reliance by the year 
1980 is becoming a big joke a moc
kery. While we talk about Indian 
conditions, the Wanchoo Committee 
refers to Western conditions. The 
Western conditions have no rela
tionship to Indian conditions. They 
have no comparison to our coun
try. We are 300 years behind them 
in the case of development. To talk 
about Western conditions in relation 
to India is ahsurd. They do not want 
to evolve an Indian way of dealing 
with black money.

Whatever we try to do by way of 
implementation, it has to be not 
pierely administrative measures but 
structural changes must be brought 
about m the socio-economic system. 
Unless! you bring about structural 
changes, the black money cannot be 
dealt with. Without dealing with 
black money, you cannot bring about 
the development of this country or 
solve any of the people’s problem. 
Garibi Hatao will be merely a slogan, 
a day-dream, if you do not bring 
about structural changes and deal 
With black money as it should be 
dealt with.

SHRI N. K P. SALVE (Betul): Mr. 
Chairman, Sir, since the Report was 
published and was, thereafter, made 
available to us in the early part of 
W b  3tea*. it evoked considerable in- 
w aited in the cotmtry for it dealt 
ivfcifo a very topic*} matter and

various comments were made exg&es* 
sing divergent shades of opinion as 
was inevitable. The comments were, 
as usual, inevitable, good, bad ana 
indifferent. They were relevant, also 
irrelevant and some oi them worthy 
of very useful consideration to see, 
to what extent, those comments could 
supplement the Report, to find some 
solution to this malaise of black 
money and tax-evasion. However, if 
someone wants to use this Report 
only for purposes of a very cheap 
political gimmickry, it is for the 
person concerned to do so if he 
thinks he is achieving some political 
ends. But so far as tne purpose of 
finding out some solution to this 
menacing problem of tax-evasion and 
black money is concerned, there is 
no contribution made.

Various comments were made by 
Shri Jyotirmoy Bosu. Unfortunately, 
he is not here now. I would have 
convinced him how vague those com- 
ments have been He referred to 
various estimates of tax evasion and 
tried to create an atmosphere as if 
we were living in a parallel economy, 
black money, which economy is more 
powerful than the real economy and 
that the parallel economy was the 
real economy, as it were. While I 
have not the slightest intention of 
minimising the extremely delete
rious, harmful and pernicious charac
ter of black money and tax-evasion, 
I must point out that the figures 
given by Shri Jyotirmoy Bosu, 
though drawn from the Committee 
Report, arc not put up here in a 
proper perspective. They have them
selves relied on figures bereft of any 
conviction and with tremendous re- 
servationss The system they have 
followed is anything but systematic. 
They have made no secret about it.

On p. 7 of the Report, they have 
themselves said:

‘^Research work on tax-evasion 
in this country is extremely 
limited: also attempts to es
timate and study tax-evasion 
suffer from some basic ittr 
firmities owing to the insufft- 
ciency or non-availability of 
reliable data. Unless a detail
ed breack-down of the total 
assessed income generated m

\
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each year is available, it is 
dimcuit to make a scientific 
study of the trend of tax- 
evasion . . .

Later on, while commenting on their 
own estimate of black money tran
sactions to the tune of Ks. 7,000 crores, 
the Committee itself looks upon their 
estiirate with some degree of ridi
cule. They themselves say.

‘ The money value of deals* in
volving black money may, 
therefore, be not less than 
Bs 7,000 crores for 1968-69

were trying to find a solution to. 
They have themselves given a find
ing to which I wish to refer. It is 
a complete answer to every one who 
is likely to be obsessed with thte 
idea ot demonetisation and run 
amuck as the Mover of this motipn. 
They have themselves stated it. I 
wish he was here. This argument, 
this finding, I am inclined to consi
der, was made by the Committee m 
anticipation of the fact that this 
type of argument would be put for
ward by people who would not be 
able to properly digest the interim 
report ot the final leport They haveI  } V W  «fcN/A ^  W  w w w mm+m W wr

We would, however, hasten said that moneys are not available
to emphasise that the amount 
of tax evaded income for the 
year 1968-69 is only a guess 
estimate based on certain as
sumptions about it Substan
tial difference of opinion ex
ists for want of adequate 
date . . .

Therefore, the figures must be* taken 
subject to these very serious limita
tions that there was not scientific 
data available, that there was no re
liable basis for this estimate 

Then it was said that the second 
report was written under duress 1 
asked him as to what was the basis 
for this type of allegation against a 
Commission which was headed by a 
retired Chief Justice I do not know 
what was the basis He did not want 
to divulge If any of the two reports 
is written under duress, then both 
the reports are not worth the paper 
they were written on How does he 
say that the first report is every
thing and that the second report is 
nothing? I submit that this type of 
allegation is bereft of any restraint 
and responsibility and does not help 
one way or the other.

He has become the greatest cham
pion of the cause of demonetisation, 
and He draws his entire 
from the interim report of the Cow- 
tmssioa. I wish he had read this 
report a Uttle more carefully and 
in deMil Then he would have realis
ed that after the Committee.had put 
in some more work, after they had 
called i»  some more witnesses ana 
had taken their evidence, after they 
had collected some mosfe facts, they 
found that d e m o n e ^ ^  would not 
be a solution to the problem they

m currency notes, the moneys have 
gone m lavish consumption, they 
have gone in jewellery, m gold, in 
properties, m stocks, and that it is 
wholly wrong and erioneous to 
assume that moneys are hoaided and 
the moment demonetisation takes 
place, we will have uneaithed all 
those rroncvs Nothing can be more 
fallacious and unrealistic th<m this 
The Commute* has given its finding 
on page 8.

“In addition, we would also 
like to dispel a possible im
pression that the tax-evaded 
income is all lying hoarded 
which can be sei/ed by the 
authorities, much ol it has 
been either conveited into 
assets or spent away m con
sumption or else m circula
tion m undisclosed business 
dealings ”

Either demonetisation could have 
been recommended or this finding 
could have been giyen. The two could 
not have simultaneously found a 
place m a report which could be 
considered a consistent and a rational 
report In the light of this, one can 
only coir«e to this conclusion that, 
after the Interim report, they must 
have reviewed the entire matter, 
looked Into alt the facts connected 
with black money, m what shape or 
form it is kept by different people, 
and then come to this conclusion that 
it is not hoarded in cash* they have 
said so in those terms; they have 
said that they want to dispel such 
an impression and, therefore, they 
have not recommended demonetisa
tion which is feeing so much chan** 
pkmed fcy Storf Steitt
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The basic difficulty about demone
tisation which Mr. Bosu does not 
seem to realise is this. However 
fanciful the idea may be* in practice 
does he realise how ineffective, how 
impracticable, how dangerous, the 
whole idea is going to be? The re
cent raids conducted in Bombay re
veal that there was hardly any cash 
available for the tax officer to find 
in the houses of the film people. 
Then, finally, they have said that 
Bs. 7,000 crores worth of transactions 
are taking place in a parallel eco
nomy with unaccounted money. We 
want to curb that parallel economy. 
It is wholly a fallacious idea to con
sider that once we have taken out 
the current money and have intro
duced, for example, red currency in
stead of blue currency that will take 
care of the whole problem. Nothing 
can be more fallacious than this. 
The money is in circulation all right, 
never mind what is the colour. You 
may withdraw the old currency and 
introduce a new currency, but even 
then that money will still be in 
circulation. What about the circula
tion of Ks. 7,000 crores? It is the 
circulation of those Rs. 7,000 crores 
which leads to generation—and after 
generation, proliferation—of black 
money. How is that to be eradicat
ed and remedied with demonetisa
tion? Demonetisation is being resort
ed to as some sort of over-simplified 
process for finding a remedy for a 
malady where the remedy itself is 
much worse than the malady. There
fore, I suggest that the idea of de
monetisation i* utterly ridiculous.

One more question, I would like 
to ask him. Has he studied what was 
the result of demonetisation that we 
had in the country in 1944, how 
much black money, soon after the 
War, was the Income-tax Department 
in a position to unearth as a re
sult of demonetisation? Wherever 
the Department started cases when 
demonetised notes came for encash
ment, wherever cases were started 
by the Income-tax Department, ‘Here 
is the black money which is sought 
to be converted intd new currencies*, 
old currencies being repayable, all 
those cases we*e struck down in 
©ocrtsi there was no evidence to 

that Rs. 10*000 or 20,000 which

these people had brought was not 
the money available with them. 
Where is the guarantee that this 
time the same thing will not hap
pen?

Finally, the day you announce de
monetisation, gold prices will go up 
by another Rs. 20 and every one 
will purchase gold, there will be a 
large scale organized racket taking 
advantage of demonetisation. Do not 
play havoc with your economy by 
this suggestion imagine the crisis 
that you are likely (to create be
cause of this. This Government  ̂ has 
to have a stable monetary policy. 
You cannot distrust all the people in 
your own currency. Theretore, the 
whole idea of demonetisation, for 
him it is allright, but any one who 
carries some responsibility will not 
consider its worth the thought.

Coming to ceiling on cash hold
ings, it is an equally fanciful idea. 
We cannot be disrespectful to a legal 
tender. I hâ te myself been thinking 
on the lines suggested by Dr. Rao, 
to have, if not a travellers’ cheque, 
some sort of a cheque marked good 
for payment, some sort of demand 
draft of different denominations, but 
the real difficulty comes if you probe 
into the matter further, whether it 
is negotiable or not. For instance, 
A gives to B A puts his signature 
and B's name is written. The ques
tion is whether B, the recipient, 
can negotiate it or not. If he cannot 
negotiate, then we have the difficul
ties. There are not adequate banking 
facilities. If you are in the remotest 
corner of rry constituency, for in
stance. where to get the cheque en
cashed? He will have difficulties In 
encashing this type of cheque. But 
then if the negotiability is unres
tricted, that will become a parallel 
currency and that will be a subject 
matter of black money and black 
transactions. However, it is a matter 
which Can be looked into more scien
tifically. The restriction on cash 
holdings need not be exactly in the 
form in which it was suggested, but 
some via media can be found out to 
curb black money transaction.

On acquisition of properties. we< 
have already made the laws. T|uwre* 
fore,' excepting unleashing a ptitS&l*
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cal attack on us, I do not know what 

/Mr, Bosu had in mind while making 
the speech that he did today, try
ing to attack the Prime Minister un
necessarily.

With your permission, I will take 
a few minutes to make some of my 
comments on this report.

The first relates /to reduction of 
spates. I entirely agree with Dr. Kao 
in what he has said about reduction 
of rates. The entire recommendation 
on reduction of rates has been made 
in such a cavalier manner, one is 
simply startled; no rationale is given 
how a person who would be a tax- 
evader at 99.75 would not be a tax- 
evader at 75 per cent, If a person 
wants to evade tax, he does not see 
what rates of taxation are there at 
the highest slab. If it is, say, Rs. 10 
lakhs, usually tbe decision that he 
takes is, T am going to pay tax on 
Rs. 3 lakhs irrespective of the rate 
of tax’. He will submit a return of 
only Rs. 3 lakhs and will resist all 
the efforts of the Department to tax 
him on even a rupee more than Rs. 
3 lakhs. That is how it is done. I 
might submit that 90 per cent Of 
the people may not ie  knowing what 
are the highest rates, the different 
rates at different slabs. The tax-eva- 
der’s psychology is not built with 
reference to high rates of taxation— 
the highest marginal rate of taxa
tion—, it is essentially built with re
ference to what income he wants to 
pay tax on. They are suggesting re
duction in the rates of taxation,. But 
there is an important obligation 
which we have to carry out. How is 
that to be taken care of? That is the 
obligation connected with our social 
objectives and eradication of inequa
lities. Ending inequalities in wealth, 
Opportunity and power is as much our 
kfther ats growth is. If we want to 
arrest the malaise of tax evasion and 
black money equally we want to en
sure that these disparities are brought 
to an end.. Now, this question of dis
parities ms been dealt with in one 
sentence very cursorily; they have 

' dispensed with ■ it in one -m*- 
;■ tencei tMs ■■ iswhattfcey say on page

'
- iM m  for ■'

would narrow down 
lities of income and wealth. 
In theory this might be a 
va lid proposition but in prac
tice high rates of taxation 
are apt to make the rich 
richer and the poor poorer 
thereby widening the gap 
between the two classes.”

I wish they were serious about what 
they were saying and I wished at 
least two-third of it should have been 
devoted to do some research work, 
saying, all right, here has been the 
following rate of increase in taxa
tion, this is how the disparities have 
grown, this according to us, will be 
the fair rate at which  ̂ >would 
have an incentive to pay his taxes, 
this will ensure the objective name
ly, of ensuring the highest; iret urn to 
the exchequer and at the same time 
ensuring that it will not increase 
the disparities. But all that work has 
not been done. Instead, what do you 
find? Relief is given at the highest 
point. If you are earning about 
Rs. 70,000 they have re
commended a rate of 74.75 
per cent. It is for the benefit of people 
earning above Rs. 2 lakhs who will 
get the benefit of 23 per cent. A per
son earning Rs. 30,000 gets no bene
fit in the revised rates given by them. 
A person getting Rs. 15,000 gets a 
benefit of 0.6 per cent, A person 
who has Rs. 25,000 gets a 
benefit of 2 per cent. These people 
are, all those who are crushed; 
people getting Rs. 1,000 and Rs. 1,600 
are mostly salaried people and they 
are the most crushed section among 
the tax payers. They are not en
titled to any relief whatsoever.

The only people who are entitled 
to relief are those earning Rs. 2 
lakhs and above. Therefore, Sir, this 
proposal by which they are suggest
ing redaction in rates of taxation is 
thoroughly irratianal and it has to 
be completely rejected.

,The, basic difficulty which is "be-' 
fore us is this. Tnv&rious recommen
dations tMt they
are putting up arguments in twrim.:'

■ fsein..̂ .a^aih^.ftem ,; as.tiM $y 
to them;':b^;di!Gte^ ■
peared before them. There are no 
statistics, no data, no original work 
don* in a report of this character. 
We have spent tekh of rupees m
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it anti one would have expected that 
whenever they make a suggestion 
they will go into it thoroughly.

They have suggested clubbing. At 
least in the rranute of dissent, they 
have suggested clubbing and the en
tire report is suggesting limited 
clubbing. When they do it, one 
would have wished that they gave 
some figures saying, as a result of 
dubbmg, m 5 years, what is going 
to be the offtake increase of the exche
quer Are we going to do this type 
of clubbing just for the sake of 
clubbing, or, does it serve any real 
purpose*' If it has any real purpose, 
why cannot you put your idea into 
something more concrete? That has 
not been done, unfortunately, and 
that has not been achieved.

The Wanchoo Committee has not 
stated a word about the taxation of 
the companies Yesterday only I was 
reading m Bombay a report given 
as a result of a study of the Reserve 
Bank, after a study of over 1205 top
most companies and the effective 
rates that they have paid. That 
means, the real rate on the profits 
is 42 per cent in the year 1970-71 as 
against 47.5 oer cent m the year 
1967-68, Therefore, Sir, our companies 
arc subject to a rate of taxation 
which is very rational, very liberal. 
But that is not dealt with at all, 
that is not mentioned here.

BHADEi 4,1394 (8A&A) Dwea Too#* Enquiry m  
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the lesser income group than those 
who are on the higher income brac
kets. There are some calculations 
made and they are startling calcu
lations .

Apart from the reasons given by 
Dr. Rao for not clubbing the income 
for purposes of taxation with which 
I entirely agree, this is my reason, 
purely on the basis of taxation, as 
to how the burden will tall on those 
who are m lower income group and 
how relief as a result of clubbing 
will really go to those who are re
ally rich.

This is a very crafty manner in 
which these things are done which is 
very unfortunate. May be they have 
done it inadvertently not knowing 
what they are writing. What they 
have done is really unfortunate. Take 
for example the case of a husband 
and a wife each earing Rs. 50,030. 
According to the existing rates of 
taxation, if they are separate, each
has to pay a tax of Rs. 19,550 and bet
ween the two of them the tax would 
be Rs. 39,100. Now, if the clubbing is 
done, as per the report of Mr. Rang*- 
nekar and Mr Chitale, what will 
happen is this Tax is levied at the 
rates given by them at page 20. Then 
on this Rs. 50,000 plus another B& 
50,000, that is, on this Rs. one lakh, 
the tax payable will be Rs. 48,575, 
meaning an increase of Rs 9,475,

* that is, 24 per cent increase. Take
Why is there evasion m companies? the case of a husband and wife, eam-

They have not gone into it. This de- mg Rs 5 lakhs each. Today on Rs 5
partment has not done, sufficient lakhs, the tax is Rs. 4,45,050; that
amount of research, unfortunately, 
to find out what the effective rates 
of taxation are over companies as a 
result of various deductions, various 
rebates and various concessions. The 
effective rates which ultimately come 
under companies are much less than

means, husband and wife, together, 
will have to pay a tax of Rs. 8,90,100. 
If it is clubbed and it becomes Rs. 10 
lakhs, then, according to the rates 
prescribed on page 20. instead of Rs, 
8,99,300 according to the existing 
rates, the tax on the two will come

the paper rates which we describe to Rs. 7,21,325, a reduction of 18 per 
year after year in the Soheoule to cent. The richer you become clubbing
the Finance Act.
W Iuw.

About clubbing, Sir, this is sug
gested in the Minute of Dissent by 
Mr, Rangnekar and Mr. Chitale. It 
4* a wry pernicious and, dangerous 

aa. 1 had' a banish that the finance 
** possibly toting with this

„^a and t thought it ever that idea ---------- ---------- ^
is  how it is W- to the various countries which ha*e
ing to fce m  the people who are in clubbing?

does not make any difference, be
cause above Rs 60,000 they are re
commending that the rate should be 
74 per cent. So if it is clubbed at 
that level, it is going to make no 
difference. This is an extremely dan* 
gerous idea and St needs a sophisti
cated and well-trained machinery t o  
doing this type of dubbing. Httte 
they any idea? Have they looked in*
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In U.K. it has been made optional. 

Look at Canada, Australia, Sweden 
etc. They have complicated methods 
of clubbing it about and when they 
club it about, they have tremendously 
streamlined methods of bringing 
about and ensuring that there is no 
harassment caused to the people who 
are assessed and that the exchequer 
is not put to any jeopardy. There 
different higher slabs of exemptions 
are given. They have other relief 
given and there it is a more homo
geneous sort of society which is more 
easily amenable to that type of pat
tern. It is certainly not possible in 
India.

This is my last point I wish to deal 
with litigation, very wastful litiga
tion which the Department indulges 
in. Large amount of appeals,—trivial, 
flimsy, frivolous appeals,—are filed/ 
by the Department, lock, stock and 
barrel, against all the orders passed 
by the Appellate Assistant Commis
sioners of Income-tax. Persistently, 
Sir, I have been objecting, objecting 
and objecting with the Finance 
Minister and with the Minister of 
State and saying: Kindly check up 
from the tribunal, whether of the 
appeals you are filing against the 
order of the Appellate Assistant Com
missioner of Income-tax, 30 to 90 per 
cent appeals have been dismissed or 
not.

Sir, what is the use of foisting liti
gation on to the heads of the asses
se s  when you are only unnecessarily 
adding to the litigation?

Something needs to be done about 
it. If they think that the litigation 
is a justified litigation in the inte
rests of revenue then let them agree 
to the principle of costs. If they 
will have to bear costs, then many 
trivial and flimsy litigation cases will 
not be there, and are could under 
Stand it. Unless this is done, It will 
be impossible to put an «ad to 
this type of attitude ,m  the part 
of the Department, jfor, I have 
realised that the umvw^gness of the 
tax-payer to desist I r w  avoiding 
taxation can only be matched with 
the over^nwiningnes* Of the Depart- 

to dotist fifom hawing ike mast 
futile, the ihost unproductive and 
the v(*091 insensible tax litigation.

SHRI MURASOLI MARAN (Mad
ras South): The Wanchoo Commi
ttee’s report is a strange mixed bag 
containing something for the radical- 
minded people and some other things 
for the richest sections of society. 
Dr. V. K R Varadaraja Rao and 
Shri N. K. P. Salve ably defended 
the Government for not demonetis
ing the currency notes as suggested 
in the interim report. But I am sorry 
to say that the great expert in eco
nomic and the expert in taxation 
laws could not defend the Govern* 
ment for withholding the publication 
of the interim report. Some time 
back, Shri Yeshwantrao Chavan ex
plained that the publication of the 
interim report was found unnecessary 
as the final report had been publish
ed. But now here comes Shri Yesh- 
wantrao C ha van’s advocate who has 
pleaded some other thing I am sorry 
to say that Shri N K. P Salve was 
quoted out of context from the final 
report My hon. friends opposite 
maintain that this kind of suggestion 
about demonetisation was found un
necessary, they also maintain that 
suddenly wisdom dawned on the 
members of the committee after they 
released the interim report. This is 
not true. I would like to quote from 
the same report. The Committee say:

“An interim report was submit
ted to the Government to
wards the end of 1970 recom
mending therein some Im
portant steps of a radical 
nature for immediate imple
mentation. After detailed de
liberations and careful con
sideration, the Committee Is 
stilt fully convinced . . ".

—mark the words ‘still fully con-vtnced—
. about the efficacy and feasi

bility of the measures re
commended in the interim 
report*

This is the feeling expressed in the 
final report. As the Deputy-Speaker 
himself has pointed out, the interim 
report and the final report are linked 
together. But while the final report 
has been placed on the Table of the 
House, the interim report has not 
been placed bv Government on tha 
table of the House, but it tag bean 
placed on Table of tlie w W  ty
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Shri Jyotirmoy Bosu. I do not know 
what the rules of the JHouse have 
to say in this matter. But if a report 
contains something produced before 
and if the two have some relation1 
ship, then even though the rules may 
not derr&nd that both should be 
placed on the Table of the House, 
yet I feel that conventions demand 
that the interim report also should 
be laid on the Table of the House.

The interim ieport was not the 
result of a hasty conclusion They 
pondered over the matter for eight 
months and they were going mto the 
very urgent problem of the nation, 
namely the creation and prolifera
tion of hlack money, and they have 
suggested some radical measures. 
But we are vet to understand why 
Government have not produced the 
interim report It is not as though 
all the reports given by all the com
mittees or all the recommendations 
made bv the so-called committees are 
accepted by Government. Government 
can at any time pick and choose. 
They are at liberty to do whatever 
they want. But so far, no sufficient 
reason has been given for withhold
ing the publication of the interim 
report.

I would say that Government are 
themselves to blame for making Shri 
Jyotirmoy Bosu a James Bond type 
hero, and I congratulate Shri Jyottr- 
traoy Bosu on his 007—operations. We 
all know that Government are in an 
embarrassment. In my language there 
is a proverb which describes this 
kind of embarrassing situation. It Is 
that faced by a Brahmin lady whose 
dry meat had been stolen. She could 
not cry; she could not complain and 
she could not own the mistake also, 
this is the situation which Govern
ment are fk<*fng.

If Government themselves were 
thinking in terms of introducing de
monetisation. if at that stage, Shri 
Jyotirmoy Bosu had released the in
terim repart then Shrt Bosu has 
spoilt a good move by disclosing this 
tfgport publicly. The guilt on the part 
0!  the Government te more because 
Ihey have failed to keep a secret 
H#oeume»t. I think Parliament and 
the public have a rijrttt to know what 
im* happened. Is tfoe report placed 
m  t&e TWWe of tfee House by SW  
Jyotirmoy Bosu the m l  «me 0* fe
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it a fake one? If so, why did Gov
ernment not place the same on thp 
Table of the House? I hope the hon. 
Minister will give a good explanation.

The Wanchoo Committee’s report 
is a little disappointing to those who 
wished that the jungle of tax laws 
which confuse us, the tax payers and 
the tax administrators would be 
cleared. We all expected a simplifi
cation and rationalisation of the en
tire tax structure. But nothing of 
that sort has happened. We all know 
that taxation is the principal means 
of redistributing the resources. But 
it is our view that the Wanchoo 
Committee’s report has failed to 
view direct taxes and their role 
vis-a-vis the e 'onomic and social ob
jectives I do not think that the 
Wanchoo Committee themselves are 
to be blamed for this. Perhaps, the 
terms of reference were so narrow 
that they could not act otherwise. 
But yet, for the first time, a detailed 
and authoritative study has been 
made on black rroney and the cause* 
for black money have been diagnos
ed. Unfortunately, no data exist and 
so, it is a guess work, and one can 
only make a ‘guesstimate’ in regard 
to the existence of black money in 
various forms.

The Wanchoo Committee have 
listed various reasons for the emer
gence of black money. But they have 
failed to pinpoint the major foun- 
tainhead of black money. The in* 
come-tax payees are allowed an 
amount of expenditure necessary to 
create the income. Here is the loop
hole which provides the income-tax 
payee with a means to amass huge 
sums of black money. But nothing 
has been suggested by the Wanchoo 
Committee to plug that loophole. 
Unless that loophole is plugged, I 
think the generation of black money 
will continue to grow.

MR CHAIRMAN: Now, the hon. 
Member should try to conclude.

SHRI MURASOU MARAN: Please 
give me some more time. It is an im
portant problem.

SHRI JYOTIRMOY BOStI: I sug
gest that this may continue on Mon
day, because is a very important 
discussion. We are working for 
davs a week and with no luneh«breafc» 
After all we are human being* and
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our capacity to sit fox longer hours 
is limited. Just thmk of the people 
sitting above, the press people who 
have to make out a story* Again, how 
about the staff of Lok Sabha Secre
tariat?

MR. CHAIRMAN* We shall see. 
Now, let the hon. Member try to 
conclude his speech 

SHRI MURASOLI MARAN; Dr 
V. K. R. Varadaraja Rao had Sug
gested some kind of method, but 
Shri N. K. P. Salve had disagreed 
with it. ' I feel that instead of 
taxes like income-tax and others, if 
we have a big turnover tax, that 
would do away with black money. 
Whether one makes a profit or loss, 
a tax should be there on the turn
over, and I think that could solve 
the problem to some extent.

Strangelv, as pointed out by my 
hon friend, the Wanchoo Committee 
have suggested that the taxation 0*1 
the highest income bracket should 
beu'oduced from S7 5 per cent to 75 
oer cent It is very strange indieed. 
We have no record to show that if 
the tax on the highest income brac
ket is reduced, they will not evade 
income-tax 

Black money came into existence 
during the second world war. At that 
time, the maximum rate of tax was 
onlv 68 per cent. Ironically, it was 
during that time that the term ‘black 
money’ came into coinage.

There is a difference between this 
Committee and the Bhoothalingam 
Committee. The latter suggested that 
the minimum exemption limit for 
income tax should be raised Rs. 7.500. 
In India there is a cry that taxation 
k  high. I agree it is high, for whom? 
wot &>r the rich or super-rich, but 
fttr the Door and the middle Income 
group. If the Bhoothalingam Com
mittee’s recommendation had been 
accepted in this regard, that would 
have brought a good result*

MR. CHAIRMAN: There is one diffi
cult*. I will have to be strict now 
With tinre There are many speakers 
on the list. We have to finish this 
business, today 

m m  m m  MODY: The Congress 
Party has exhausted its time.

SHRI MURASOLI MARAN : Givem three mm

If that recommendation had been, 
accepted, at least half of the staff 
employed m the income-tax depart* 
ment could do more productive work 
find more than 2 million assesseee 
will be grateful to Government. I 
think Government should consider 
this kind of view.

Whenever we talk of black money 
operating, there is an impression 
abroad that only the rich industrialists 
or moneybags are the culprits. It is 
net so. It extends to small traders, 
lawyers, doctors, small entrepreneurs.

SHRI PILOO MODY: Pan-wallas.
SHRI MURASOLI MARAN: Yes, 

an-wallas, selfemployed people. All 
ave black money according to their 

capacity to earn. Where is the machi
nery the Government of India have 
to inspect and check this kind of 
people7 Pan-wallas are there not only 
in towns where the income-tax de
partment operates, but everywhere in 
the country, doctors are there every
where, self-employed people are there 
everywhere These people are there 
in every big village. As regards those 
who are the big people in the towns, 
the income-tax department can take 
care of them. But the Government of 
India have no proper machinery for 
tackling* all these people.

Regarding income-tax, two things 
happen Out of tax assessed, there 
are huge arrears every year, to the 
tune of Rs 500 crores. Secondly, 
there are Trillions of income earners 
who do not pav tax. Let us compare 
these figures with the sales tax which 
comes under the State Governments. 
There the State Governments have 
got the proper machinery. I think 
evasion is lefts: arrears also should 
be less if we compare them with 
those of the income-tax department.

What I plead is that for incomevfeax 
assessment and collection, the ma
chinery of the State Government 
should be made use ol. Even now 
they me malting use of it. If $hri 
Piloo Modty does not nay his tas  ̂ the 
Collector wilt «o> to his house on the 
rawest of the income-tax department. 
But I »av» thte Is not enough. The 
State Governments ha*e the ptojM
machinery. Jt̂ ah#*ld be m&e use <6
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Secondly, a major iecomir endation
?i  the Wancnoo Committee u  that in 

he interest of umlorimty and la 
bility, the central Government snouid 
assume the power to levy and ad
minister tax on agricultural income,

SHRI PILOO MODY Why not the 
States themselves?

SHRI MURASOLI MAJvAN. We 
also agree that many industrialists 
and film stars own i t{ farms and 
also convert black money into white 
money through the ê advices. We do 
not deny it But should tie Centre 
take away the right oi the States*' 
Now th<» cntiio India lamil
Nafiu is mied Vy a >mt?le pait/ Even 
ni Tamil Nadu id-o*o«icaily we die 
not diffeient bom tho iuling party 
elsewhere. We never la<£ behind them 
m socialist policies

SHRI PILOO MODY Shame on 
you

SHRI MURaSOLI MARAN In 
this context wnv should not the 
ruhr g paity ask the Chu‘» Ministers 
to put a tax on the rural rich? It 
could easily have been done Why did 
they not do it7 

AN HON M FM ^R Because it is 
a Stite subject 

SHRI MURAoJi I MARAN In 
Tamil Nadu, we have made a begin
ning to tax the rural rich end we 
know what followed I do not want 
to go into that controversy But we 
should do some heart-searching whe
ther we are genuinely and honestly 
interested m taxing agricultural in
come Even if the Ontre takes the 
power from the States, is there any 
guarantee that it will effectively use 
that taxing power’  Those industria
l s  and film stars who now show big 
incomes from their agricultural ope
rations witt later show hu«e losses 
if the Centre link * income tax with 
in agricultural income tax Today they 
are showing profit because it is very 
convenient for them to convert black 
rronev into white If tomorrow you 
link the two, they will show huge 
tassf*.

Moreover Tamil Nadu is complet
ing tb* tend jelling operation vary 

If tfeft Congress is sincere all 
th,* State Gov&mubnts will comntete 

land e&ira+tans, T N «

I ask where will there be biff land 
holdings to tax? Theoretically no big 
land holdings will be there for the 
big industrialists who take shelter 
under agriculture.

Gmy a lew of the recommendations 
of the Wanchoo Committee have been 
highlighted. Now I want to focus 
attention on one of the most impoi- 
tant recommendations of the Com
mittee. It is on p. 129 It reads;

“We consider that the Central 
Board of Direct Taxes should 
not be a part o; the Mimstry 
of Finance”*

Why’  They answer as follow >.
“As it happens, the secretariat 

offices function in an envi
ronment where they are sus
ceptible to political influences. 
In a democracy, the elected 
representatives of the people, 
no doubt, have to formulate 
and shape policies including 
fiscal policies It would be 
unfortunate, however, if m 
execution and implementation 
of policy, there were ele* 
ments of intrusion and inter
ference'*

1 thmk this is the most revolutionary 
suggestion made by the Coironittee 
We know the result ci not following 
this system Many leaders of State 
Governments have become Governors 
because the Government did not 
follow this suggestion. I hope this 
is an epoch-making, revolutionary 
suggestion will be accepted by Gov
ernment

MR CHAIRMAN: Shri D. D Desai
SHRI N K. SANGHI (Jaiore): Two 

Congress members should be called 
and then an Opposition member 
Otherwise, Congress members will 
not get their chance.

MR CHAIRMAN- We will finish 
this business today

SHRI JYOTIRVOY BOSU On a 
ooint of order under rule 370. The 
list of business shows that the Hous*' 
will rise at 6 p m. Secondly, you must 
not lose sight of the fact that to ^ v  
is Saturday. You should not aho 
forget that we have been fan*oj#£ 
the tacfa hour since Mcmday, W  
doe* thte Gsoyafmneni expect out o ” 
us? You irtsst ma^e it deatv
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sm i PILOO MODY; Let Govern? 
ment cut down their legislative pro- 
gramme. Let thetr. cut out useless 
Bills which are being brought.

SHRI JYOTIRMOY BOSU: The 
Chair has to function within its rights* 
You cannot say that the House will 
sit till S a.m. tomorrow.

MR CHAIRMAN: It is true we 
have been sitting continuously from
11 to 6. But whenever any subject 
comes* extension of time is demanded 
Nejtft week we are very tight in 
schedule. So we have to finish this 
today.

SHRI JYOTIRMOY BOSU: I feel I 
have not been able to impress on you 
what we have at heart.

We have foregone the lunch-hour. 
How much are we expected to work? 
We just cannot do it  If you force us 
this way, we have to tmnk about a 
different action.

MR. CHAIRMAN: Let us see. Mr. 
D* D. Desai.

SHRI D. D. DESAI (Kaira): Mr. 
Chairman, Sir, if one looks at the 
composition of the Wanchoo Com
mittee, one can say that they were 
Impartial people. During the debate 
many references have been made re
garding black money and tax con- 
cealments. Also the quantum of the 
black money turnover on which tax 
is evaded ‘has also been referred to. 
They have been ir/mtioned in the 
Wanchoo Committee’s report.
17.26 hrs.

[S h r i  N. K. P. Sa l v e  in the Chair].

Particular mention has been repeat* 
edly made about the black money 
turnover of Rs. 7,000 crores but for this 
turnover one would not require Rs. 
7*000 crores as such Anyone in busi
ness would easily know and say that 
for an annual turnover of Rs. 7,000 
ow es and, that'if it is said that Rs. 
1*40$ crores h the income concealed 
which means, 20 per cent of the turn
over is net inefcme, and when the best 
bai$iu»*shfc*ts. do not disclose four to 
flye pet cent as net income; the 
amouuit required would not exceed 
Rs, l M w m p  nMe * tutiwnrar 
of concealed deals off Rs. *$00 m m *.

The tax evaded annually has beer*, 
computed in report a3 Rs. 4'<0 crores. 
Tiiat appears to be on the higher side, 
because, once the total amount ol 
black money is computed at ha. i.4U} 
crores oi* Rs. 1,50© crores, then we 
can easily judge that over a long 
period, the total amount conccai^d 
is that Rs. 1,400 crores or Ks. 1300 
crores and the tax evaded wouid be 
correspondingly lower. Further, the 
basis assumed by the Wanchoo Com 
mittee for computing black deals has 
been that of Kaidor Here again, we 
must know that the basis has since 
changed. More assessees have come 
in with the lesult that the incomes 
have got distributed and >50 also 
wealth and so also the tax liabilities

Further, we observe that each time 
reports are not taken m their totality, 
being interlinked. An impression 
exists that if we accept the recom
mendations adverse to the assessee 
and reject the recommendations 
favouring the assessees, then we are 
improving the exchequer's resource* 
This could not be Hue Kaidor rim- 
self has recormr-ended about 40 <'» Z0 
per cent as the maximum marginal 
limit. We did int accept that. If we 
look at tax fr mi the other an^lc, to
day, a tax assessee would put m 
efforts, risks and so on, but be a 2$ 
per cent commission agent of the 
Government of India, if he has to 
pay the highest rale. As against that, 
it has been trientioned that if a 75 per 
cent marginal maximum tnx limit 
was fixed, there would not be much 
of tax loss, but again one must re
cognise that 25 per cent of white 
money that an asses^ee might get 
wou’d bring him year after year such 
incoir<e on it that he would make 
efforts, run risks to earn and defini
tely go in for that 25 per cent satfing 
as against concealing the whnle 100 
per cent. He does not like to take the 
risk of losses, and if he mafces an 
earning, he gains tmlv to the extent 
of 21 per cent.

Then we come to the Tax Act itself. 
Here* we find that up to 1935, we had 
hardly 09 sections in the Tax Afefc 
Today, wet have W  sections In th« 
Taxation Act This is^odnplieating for 
assessees, the collection* and also Om 
procedure. To that extent1, tfe#r<? must 
be some revision made In wHtfevw'
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legislation or recommendations we 
make.

Then ther$ is the question of the 
total number of tax assesses. We 
find that probably there are over 
three million tax assessees today; it 
is, about 3.2 million to 3.5 million; 
any figure around that. But oat of 
that, nearly two million have hardly 
an income above Hs. 7,500 a year. 
Therefore, if we make this slab free, 
probably the loss to the exchequer is 
not more than Rs. 7 crores to Hs. 10 
crores as was estimated by Bhhotha- 
hngam Committee. But then the 
department’s workload will be hardly 
a million assessees and in that case, 
they can discharge the responsibilities 
better and more than make up in 
taxes collected.

There has been mention made about 
demonetising and even eliminating 
transactions through currency. Replies 
have been given in this House about 
demonetisation, and I do not want to 
repeat. But eliminating transaction 
through currency would not be a 
proper thing, because, after all, cur
rency is the iredium, and the media 
can change. So, even with a changed 
medium, illegal transactions could be 
done or devised and taxes avoided.

MR CHAIRMAN: The hon Mem- 
ber’s time is up.

SHRI D.D. DESAI: There should be 
an incentive to produce, an incentive 
to earn and an incentive to pay.

SHRI JYOTIRMOY BOSU: To 
which party does Mr. Desai belong?

SHRI D. D. DESAI: Dr. Rao has said 
that business Income is not flexible 
and that any professionals like law
yers, medical practitioners and so on 
lean adjust their incomes but business 
or industry cannot and will up or 
down their incomes. Believe me. Sir, 
industry or business can do that, make 
losses also, and if there is no return, 
certainly indifference creeps in and 
a certain airount of indifferences is 
sure loss and thus a loss of tax re
venue can also take place.

su m  w m tm a  a g a r w a l
<Morada£ad): Mr. Chairman, Sin

black money is growing every day* 
The common man feels that the 
present Government is neither 
serious not sincere to unearth black 
money. Black money and blackmail 
are tne essential virtues of the pre
sent Government. It is well know** 
that die present Government will not 
accept either the interim report car 
the final report. It is very obvious 
from the speeches made by the Con
gress Members.

We know that the Wanchoo Com
mittee has made five major recom
mendations. First, demonetisation; 
second, a ceiling on cash holdings; 
third, reduction in tax rates; fourth, 
reirovmg controls and permits; and 
fifth, strengthening of the tax ad
ministration I support all these five 
recommendations of the Wanchoo 
Committee.

The democratic functioning makes 
it obligatory on the part of the 
Government to be guided entirely 
by public opinion. Rightly or wrong
ly, public opinion in this country 
feels that demonetisation is the only 
solution to end black money. If the 
Government does not resort to 
demonetisation, that would simply 
imply that the present Government 
has got a share in black money. 
Therefore, it is not a question of go
ing into the merits of the problem. 
Whether demonetisation is wrong or 
right, the Government have been do- 
mg a large number of things which 
are not in the interests of the people. 
The people of this country are con
vinced that demonetisation! is the 
only solution to solve the problem 
of black money. Therefore, if this 
House and the country are to be 
guided by pubic opinion—and we 
know that any democratic country 
has to be guided by public opinion- 
then, surelv public opinion in this 
country is that demonetisation would 
be the only solution for unearthing" 
black money.

I know the reply that the Finance 
Mmister gave the other day, namely, 
demonetisation will not be good for 
the country When there Is a debate 
troing on in Parliament here, oft 
demonetisation, I do agree with it. 
But it is true that the country is djs
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tending demonetisation from the 
Government, because the country is 
<6oftvinced that this Government has 
developed vested interests in black 
tnoney. Therefore, it is not necessary 
that the Government should declare 
demonetisation today. Let the Govern
ment wait and see for the right time 
to demonetise. Demonetisation is a 
must, and if demonetisation is not 
done, the common man will believe, 
the nation will believe that this 
Government has got a share in the 
black money and their party has got 
a share in black money. I would like 
to make that point emphatically 
dear.

We have just heard the argument 
against ceiling on cash holdings also. 
I do not really see any reason why 
we should not place a ceiling on cash 
holdings.

SHRI K, R. GANESH: Black deeds. 
(Interruption)

SHRI JYOTIRMOY BOSU: Black 
deals by R. P Goenka?

SHRI K. R  GANESH: I am talk
ing about black deeds. (Interruptions)

MR. CHAIRMAN: What is it’

SHRI JYOTIRMOY BOSU: On a 
point of order under rule 376. The 
bon. Minister just now said, loud 
enoiigh to be heard by some of us, 
that we were taking recourse to cer
tain tactics. What tactics is he talk
ing about? Is it about black money? 
Is it B. P. Goenka’s patronage, the 
posters? What is it about? I want 
to know.

MR. CHAIRMAN: There is no 
point of order.

SHRI VIRENDRA AGARWAL: 
Talking about ceilings on cash bold** 
ingg and the national debate on the 
subject, t would support the demand 
of Mr. Bose that the interim report 
must be published, if the Govern
ment wants that people should have 
confidence In its dec£ncy, if tne 
Gmreniment want that the, people 
#0uW rW e tsonft$e$c» in 
Gavmm&att......  ' *• ‘ '

AN HON. MEMBER: That is why 
they have elected this Government.

SHRI VIRENDRA AGARWAL:,.. 
what is the difficulty for the Govern* 
ment to place the interim report be
fore the House?

Finally, I know that it is true that 
$ej»©crecy always functions through 
committees and commissions. But if 
the reports of such commissions and 
committees are not paid full at
tention by the Government and 
they remain in the shelves of the 
various Ministries allowing to get 
dust accumulated on them, 1 can 
fell you people will start losing faith 
*n tne democratic structure. There- 
lore every possible attention need 
be paid to valuable suggestions made 
by the Wanchoo Committee; we must 
go into the various issues. I know 
that various derogatory remarks have 
been made about the integrity of 
justice Wanchoo which I must con
demn them with all my force No 
decent man in this country, no man 
of integrity would like to be apso- 
ciated with any Government activity 
if any derogatory remarks are made 
about the integrity, about justness 
of a man like Mr. Justice Wanchoo. 
That point we must understand. We 
must pay respect to the recommen
dations that tne Wanchoo committee 
had made. Wanchoo committee had 
made various estimates; we may have 
difference of opinion. I know data 
is not available. But Wanchoo com* 
mittee has estimated black money 
at Rs. 1,400 crores. I, know in 1965- 
66 while Mr. T. T. Krishnamachari 
was the Finance Minister of this 
country he had told me that black 
money did not exceed Rs. 1*000 cfrores 
in this country. These are various 
estimates that are being made. The 
question is, while income-tax rates 
have risen from 82 to 9ft per cent, 
this is an incentive for tax evasion. 
If the reward of tax evasion is great
er than there Is no tendency towards 
declaration. A very high incidence 
of tax puts $ premium m  honesty 
and makes evasion profitable- The 
Public Aeteoupts Committee in its 
17th report said the Government 
should adopt aftscal pm ty fb*t tax 
erosion is uiwwwarding. Wk*<pm4mt 
M m  m  almost wSftscM & l* <•
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Lastly, I can say that it is being 
argued that the wanchoo committee 
recommendations are not in accor
dance with the economic and social ob
jectives of the Congress Party. I want 
to know, what are the objectives of 
the Congress Party? What is the phi
losophy of the Congress Party? Is it 
the philosophy to produce corrupt, in
efficient man or to produce an econo
mic structure based on honesty, effi
ciency and enterprise? I take it for 
granted that the Congress Party can
not stand for corruption or dishonesty, 
it must stand for honesty, and effi
ciency and therefore I do not see how 
any Government on earth can ever 
check black money without reducing 
tax rates. Similarly, I would support 
what Dr. V. K. R. V. Rao has said. 
Government must go into the whole 
question ol controls, permits and 
licences It is equally true that the 
poor is being burdened unnecessarily.

MR. CHAIRMAN: Please conclude.
SHRI VIRENDRA AGARWAL: I 

led that the common man is having a 
huge burden because of high tax rate 
and prices. He must be given tax ex
emption upto Rs. 7,500. If these two 
proposals are accepted by the Govern
ment, then both the proposals will not 
bring about a loss of more than Rs. 52 
creres to the Government, which can 
go a long way not only to unearth 
black money but also to raise the rate 
of saving and investment which I 
think is absolutely essential for build
ing a socialist society in India.

MR* CHAIRMAN: Mr. Stephen.
SHRI PILOO MODY: The Congress 

Party has exhausted its time . r . 
(Interruptions). Prof. Rao spoke for 
fifty minutes.

MR, CHAIRMAN: It has got one 
hour and 25 minutes. Dr. Rao spoke 
for 36 minutes and I spoke for 24 
minutes. Mr. Desai spoke for six 
minutes—making a total of 66 minutes. 
These the calculations.

m m  e  u . & rw & m  (Muvattu-
a ): Rising to speak on this doeu- 

I am conscious etf a very impor- 
ict that this House is discussing

a report which could have been ol a 
very vital importance to the economy 
of our country. But the trend of dis
cussion and debate, and the method in 
which the discussion was initiated and 
the act of adventurism Mr. Bosu de
monstrated have done more disservice 
to the country than any service. Mr. 
Chairman, you spoke from this side 
and Dr. Rao also, and both of you 
have dealt with different proposals of 
this report and I do not want to cover 
the same ground.

I do want to highlight another aspect 
as between the Government and Mr. 
Bosu, the way in which the report was 
handled by the Government on the 
one hand and Mr. Bosu on the other 
hand I specifically say Mr. Bosu, be
cause I do not identify him with the 
entire opposition, nor even with the 
party to which he says he belongs, 
because I do not find much of enthus
iasm m the party generally on the 
line he has taken.

This report was not put in cold 
storage by the Government. The re
port was discussed by the Consultative 
Committee of Parliament which met 
recently and at two sittings elaborate 
discussions took place. More than that, 
I understand that under the auspices 
of the Government themselves, a na
tional seminar was organised wherein 
economists, professors, financiers and 
persons from different walks of life 
participated and detailed discussions 
took place for over two days. I am 
sure this report must have been 
studied by serious persons who count 
and who are going to execute this. 
That is the way a report of this nature 
has got to be handled

A specific question was asked: why 
not publish the interim report? Was 
there any need to publish it? Would it 
have done any service to public at 
large9 Demonetisation is a matter 
which he highlighted. If the Govern
ment wanted to accept demonetisation 
proposals, nothing would have been 
more foolish than publishing the re
port to give the warning that demo
netisation was coming. On the other 
hand, if the Government do not want 
to accept the demonetisation proposal, 
government would certainly fcsdota*
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fShri C. M. Stephen] 
a havoc to the economy and the mone
tary structure of this country, giving 
fright to the people by officially pub
lishing this demonetisation recommen
dation, by giving an indication that 
there is a possibility for demonetisa
tion to come through. Either way, it 
would have been causing havoc for the 
government to publish the report on 
demonetisation. Therefore, I should 
compliment the government for the 
act of sanity, sobriety, maturity and 
administrative efficiency and foresight 
they showed m treating this report as 
secret which considering the recom
mendations made in this report.

I entirely agree with the submissions 
made here about the contents of the 
report. I do not want to go into that 
But I will deal with the way m which 
our hon. friend, Shri Jyotirmoy Bosu, 
handled it. He has said so many things 
about the Prime Minister I am not 
bothered about it because the Prime 
Minister is tall enough to stand up to 
any slander. But what did he do? Let 
us look at it from a moral standpoint. 
The document which he produced the 
so-called interim report, is either 
genuine or not genuine. If it is ge
nuine, then I submit it is a stolen pro
perty. I can understand a journalist 
making a scoop. But before the Par
liament of India, a sovereign body, a 
Member comes with a particular do
cument, saying here is a document I 
have stolen, and the document is 
placed before the House. That docu
ment was not initially placed on the 
Table of the House. He made an appli
cation to the Speaker. Pending consi
deration by the Speaker, he distributes 
copies of that to the press. In fact, a 
question of privilege arises . .. (Inter
ruptions). It is stipulated m the rules 
that where a notice is given, before 
the notice is disposed of by the 
Speaker the concerned document shall 
not be published. That is a specific in
junction contained in the rules. Any
way, I did not give notice of a privi
lege motion . . . (Interruptions).

By bringing this document before 
the House, by repeatedly shouting 
about demonetisation* by giving notice 
to the entire country that thi# matter 
was before the government, tyhat has

happened? Prices have gone up. Even 
tne twenty rupee note which wad re
cently issued is not seen. Persons who 
have got black money have changed it 
into small denomination notes and 
they are m a safe position.

Shri Bosu makes an allegation 
against us that we are hand in glove 
with people who have black money. 
Now I put the allegation on him that 
this was not an innocent performance 
of his. It was a calculated, deliberate 
attempt to play the role of an agency 
of certain people who have black 
money, giving warning to these people 
so that they may . . . (Interruptions). 
This is what has happened. This is a 
very important matter. This is the 
result of his action. By the discussion 
of this topic the prices have gone up. 
the gold prices have gone up, small 
denomination notes have just gone 
underground and persons who have 
got black money have changed it and 
they are now m a safe position 
Though he now puts on or assumes 
the image of a different person, this 
is what he has done.

Now that my time is up, I want to 
say onlv one thing about demonetisa- 
ti'-i before concluding. Demonetisa
tion is not so simple a matter. If de
monetisation is effected, lakhs and 
lakhs of people in the rural areas,, 
workers who may have a few hundred 
rupee notes with them will have to 
declare them and they will be in a 
«alamitous position and may be other 
consequences may follow I do not 
want to go into the details, but I do 
want to deal with this aspect of the 
matter. The way Shri Jyotirmoy Bosu 
initiated the debate, the way he 
brought forward the interim report, 
the way he made noise about demo
netisation, by that he wasvmakin/p a 
deliberate attempt to safeguard the 
blackmarketeers, people with black 
money. That is why he initiated that.

I say that this government must 
take drastic steps for the purpose of 
combating black money. Apart from 
that, our socio-economic fabric hag to 
*>4 changed. Th«t is the only answer 
to combat black money. Thte sort of 
gimmicks have to be faced up. I appeal 
to the government to initiate steps 
and make m  inquiry m to )low this
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stealing took place from the archives 
of the government, That inquiry has 
to hi instituted. With these words, I 
conclude.

SHRI PILOO MODY (Godhra): 
Mr. Chairman, Sir, today I have 
heard Shri Stephen make the most 
enlightening speech that has ever 
been heard in any Parliament of any 
country in the world He ha& actually 
stated that it is Shri Jyotirmoy Bosu 
who is responsible for the circulation 
of the black money m this country 
and that he, his leader and his party, 
are totally absolved from all res
ponsibility for having brought about 
and created this black money in the 
last 20 years or more The Congress 
Party has been fooling the people 
all these years bv saying that they 
are anxious to eradicate black mon^y 
I charge this Government of the nioht 
blatant hypocrisy eveiy time they 
mention they are interested in eradi
cating black money because they are 
iuut not interested m eradicating It. 
They have from time to time brought 
experts, instituted committees, called 
upon commissions to examine the 
question

The Q u estion  of eradicating black- 
tnoncy requires no examination, re
quires no study, but a modicum of 
commonsense which I cannot 
bly credit this Government with. If 
I ‘had been asked ten years a g o  to 
give on two type-written sheets how 
black monev can be eradicated. I 
would have given them the same con
clusion which thev have arrived at 
after having gone through alt these 
tortuous processes of consulting ex
perts, committees and commissions

Thev appointed a committee, by 
all ir^ans, bv all methods the ̂ rrost 
unexceptional committee consisting 
of Justice Wanchoo and many others, 
experts in their own fields, and that 
committee with gj*eat pains, with 
great care, with great effort sought 
to find out how this blackmoney has 
accumulated and how it can be 
cored.

; t&Qu K  N. Ttw m  in the Chair]
* When. the W4**cfco0 Committee

Comm* <*)
happened? The Young Turks qi the 
Congress Party, I do not kftrtir 
whether they were ted or m&M 
Shri Salve himself, started cagtjtag 
derogatory remarks against the 
Wanchoo Committee Report—at one 
time Shn Salve himself got up and 
said that this leport could have been 
written by the Swatantra Party, as 
if this was the greatest smear that 
he could put on the Wanchoo Com
mittee Report. After all, if the 
Government were anxious to produce 
a report which reflected their own 
thinking, I do not see why they did 
net appoint a commHtee or com
mission consisting of Shri Mohan 
Kumar^mangalam as its Chairman, 
Shri K. R. Ganesh, Shri Raghunatha 
Reddy, Shri S. M Banerjee, Shri 
Chandrajeet Yadhav and Shri N.K.P. 
Filve so that he could point out all 
the loopholes in the suggestions that 
they made

SHRI K R GANESH* That Cum
in ittee would not be complete with
out an agency I hope he will pro
vide that agency,

SHRI PILOO MODY, I do not know 
how I can possibly represent the KGB. 
In case he likes, I can give him a list 
of the names of the persons belonging 
to the agencies of the KGB, from top 
to bottom m order of priority and pro
tocol Do not give me any nonsense 
about agencies It is all in his mind.

Commg back to the Committee, it 
was an honest Committee consisting 
of decent people in this country who 
were entrusted with a decent job of 
work to do and who have done a de* 
cent job, and they came out with a 
report only to find it being smeared 
by those people who are much too 
clever by half.

It was, after all, Mr. Kaldor who 
came here many years ago, in 1950* 
and suggested a method by which 
black money can be eradicated, He 
suggested a tax structure which if it 
had been employed by them* today 
there would have been hardly any 
black nomey in this country. But this 
Government could not, cannot and is 
not willing to accept any rattonaljpg- 
gestion which will eradicate Ijfedte
mcm$ from this mv(KV<

im  {8AKA) Direct Taws SnpUty *70
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- reasons, which we understand only 

too Well, not a single one of them 
would have been elected to this House 
but for the fact that black money is 
available to them from morning, noon 
and night, year in and year out, day 
in and day out. None of them would 
have been here . . . (Interruptions).

SHRI K. R. GANESH. It is a wild 
allegation. . .

ME. CHAIRMAN. Mr. Piloo Mody, 
ym  are casting an aspersion on all 
your colleagues on this side of the 
House . . .

SHRI PILOO MODY: I am prepared 
to exempt you.

MR. CHAIRMAN: I am one of them 
This is very objectionable

SHRI PILOO MODY: When he gels 
up and makes an accusation of people 
belonging to agencies, this and that, 
his voice gets choked in his mouth 
But when somebody makes a little 
allegation which is a hundred per cent 
right, he shivers and starts raising ob
jections It is time that somebody 
spoke the truth.

SHRI K. R GANESH- It is a wrong 
allegation

SHRI PILOO MODY: It is time you 
leariit the truth.

SHRI K R. GANESH. It is time 
somebody called you this . (Inter
ruptions).

S-HRI P K DEO (Kalabandi)* He 
has got the right of reply,

SHRI K R GANESH' He will go 
away; he will not sit here to hear 
my reply. (Interruption)

SHRI R. D BHANDARE (Bombay 
Central): On a point of order, Sir.

Mr. Piloo Mody has made certain 
remarks—I will not use the word 
‘alj îsation’—wfaich east an aspersion 
on the Members of this honourable 
Hc<uae. It is derogatory not only to 
th* houmiraW* Hmise but afco tfet

Members to say that but for bl&eic 
money, they would not have been able 
tc come to this House. This is a repre
sentative form of Government. We 
have been elected by the people un
less he goes to the extent of saying 
that without even votes we have 
come here.

SHRI PILOO MODY; That is also 
true in some cases

SHRI R D. BHANDARE: It is not 
m keeping with the dignity of the 
House. Therefore, his remarks which 
are derogatory to the House and to 
the Members must be expunged from 
the records

SHRI PILOO MODY: Never.
SHRI R D BHANDARE. Have I 

made the point dear9 He says, but 
for the black money, we wo’ild not 
have been elected to this House This 
i«; doiofiatorv to the House and to 
the Members Ours is a parliament
ary deirocrary Under the Constitu
tion, we have been elected by the 
people. These remarks should be ex
punged

Under the People’s Representation 
Act we have made a provision that 
certain amount would be spent on 
elections Under the People’s Re
presentation Act, we are allowed to 
spend certain amount. If that rmount 
is to be called black money, then, 
I think—I am not making an allega
tion or an accusation—he is making 
derogatory remarks against the 
House and against the Members. 
Therefore, those remarks should be 
expunged

18 tin.
MR. CHAIRMAN: I will look into 

the records There is one thing. It 
is not in very, good taste, ^hat you 
have said about your colleague# on 
the Congress Benches sitting here.. * 
(Interruption*)

SHRI R D. BHANDARE; I have 
made a point of order. You have not 
given your ruling. Yoti have cmty 
made an observation that it Is tiflt 
befSUItitf th# hotu Member to *ajr 
that. The hop. Member 
e«illy %hat w m  mift
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would Uke to make one very pep* 
tinent objection on the percentage 
of highest taxation slab that the 
Wanchoo Committee recommend, 
that is, of 75 per cent. This is very 
pertinent to note thatin 1856 it was 
permissible for an expert to get UP 
and say that in order to eradicate 
black money, you have to bring 
down the maximum slab of taxation 
to 45 per cent It is indeed strange 
that within 15 years, we have been 
so brain-washed, so completely 
frightened, so completely injected 
with fear m our mmds and thinking 
that it is with the greatest hesita
tion that the Wanchoo Committee 
reported and managed to bring it 
down to 75 per cent.

If you were to go back to the 
Wanchoo Committee and ask them, 
“Do you really think 75 per cent 
is enough?”, they will say, No. But 
we were airaid of suggesting a fur
ther reduction for fear that the en
tire report would be thrown out.

I say this only to illustrate the 
sort of propaganda offensive, the sort 
of bi am-washing, that the entire 
country is going through so that even 
dispassionate advice tends at times 
to be somewhat hesitant.

Prof. Kao made several, rather 
interesting suggestions.

SHEI JYOTIRMOY BOSU: Where 
is he?

SHRI PILOO MODY: He has gone 
home. He only comes to make 
speeches

Being a professor, he has, of course, 
been carried away. But there is one 
thing that he said, that 
shall not be made in cash that is 
worth considering. It is a very good 
idea Nobody likes to make payment 
in cash. I myself have very often 
been inconvenienced by the fact 
that I did not have enough cam 
with me; I had to carry so muchcash 
with me in order to make a particu
l a r  purchase which I could not make 
by cheque or any other £ocummt* 
that it had made me uncomfortable. 
Therefore, I think that ^  mefcM 
is necessary by which less and leas 
transactions take place W cash-

the help of black money. That is 
derogatory to the Members and the 
Hou ê. Therefore, it ought to be ex
punged.

MR. CHAIRMAN: I will look to 
the rules and the records also.

SHRI R. D. BHANDARE; Alter 
looking into the recoids, you ex
punge it

SHRI PILOO MODY: What is your 
ruling* Sir?

MR CHAIRMAN; 1 will look to 
the rules and the records Then, I 
will come to a decision.

SHRI JYOTIRMOY BOSU: On a 
point of order, Sir

I thought Mr Bhandare was a 
knowledgeabe person. At one point, 
he was going to be the Law Minister 
in the last House. If he looks at Rule 
380, it docs not bay about derogatory 
remark. I am irost disappointed.

SHRI PILOJ MODY. Sir, to the 
best of my knowledge, I have not i»aid 
anything that is unparliamentary and 
requires to be expunged I have not 
been elected to the House of the 
People, to the Indian Parliament, 
only to say things that this Govern
ment would like to hear or to flatter 
my colleagues as iar as the House 
is concerned. If he wants my flatteiy, 
he will have to come out m the 
Lobby or m the Central Hall. I am 
not prepared to flatter them in the 
House; I am here to speak the truth.

This is as I see it. If this is what 
I feel has been happening in the 
country, it is my birth-right to be 
able to say it in the Parliament of 
this country. If it is unparliamen
tary according to the rules, by all 
means, expunge it. I certainly will 
not be a party to any expunging of 
what I have said so far. What I 
might say in future is subject to 
your ruling, Sir,

I was talking about the various 
coittmittees and commissions that 
have been appointed from time to 
time, first Kaldor, then the Bhoo- 
thalingam Committee Report, now 
tis$ Wanchoo Committee Report. I
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fortunately this cannot be done by 
legislation. Unfortunately the Pro- 
fessor being highly technical had

n  beyond himself. What should 
one is that the banking system 
should be made better as in European 

countries or in America. You do 
not have very serious difficulties m 
encashing cheques there, and I cer
tainly do not want to say that we m 
India are more dishonest or less 
dishonest that we cannot adopt this 
system easily. I grant you that there 
are certain difficulties, particularly 
in rural areas where you have a 
shortage of banks and their bran
ches. But it is a very good idea.

Then another suggestion which Dr. 
V. K. R. V. Rao has made, which is 
excellent from every point of view 
and unexceptionable, is that the 
transactions which take place on 
property and things like that, should 
be in the public gaze, in the public 
domain. Nothing destroys as much 
as public exposure. Therefore, I 
would like the Government to have 
the names of tax-evaders posted up, 
to have their names published. I 
would like to see the transactions 
taking place in the open and not in 
a clandestine fashion where nobody 
knows what the relevant details of 
the contracts are. Even about the 
system that .the Government hasi 
started of publishing peoples in
comes etc., at fixftt I thought that it 
was in questionable taste, but from 
the sort of corruption and nepotism 
I see today in which the entire 
country has been shrouded, I think 
it is a very good idea. We must have 
public exposure of those who evade 
and break the law. But then there 
must be a certain rationality about 
the law itself. There must be some 
reasonableness about the law; the 
law must be such that people like 
to obey it. After all, the way the 
tax structure is at present fixed, no 

in the country who works or 
h »  the capacity to work will want 
to work. This , the sort of society 
that they have .created,

t have said this once before. All 
that we have managed to create 
after 25 years of Independence as a 
value *0r our society Is the value of

being poor. With the language tussle 
and the educational tussle that have 
been going on, we have now added 
another dimension to the values that 
we have created for our country— 
the value of being ignorant—so that 
if you are poor and ignorant, you 
can inherit this country. But if you 
are hard-workmg, if you are talent
ed, if you have skill, if you have 
entrepreneurship, if you have any 
capacity, this rountry is no lit place 
for you to live In. These are the 
values that we have created after 
25 years of self-government.

When 1 hear discussions on Bills, 
reports and Commissions, all the 
time evading the basic issues and 
going round and round on the peri
phery, trying to get a little bit here 
and a little bit there, trying to gain 
political leverage out of a situation, 
1 get angry, when what you want is 
to clean up society, and wh«n I find 
my colleagues, whom you say 1 
should treat with love and respect, 
getting up and defending this sort 
of things, it makes my blood boil.

It is with these words that I re
quest that Govern'ent accept the 
Wanchoo Committee report in toto 
if it is serious about eradicating 
black money, and fiddle with it if 
it is not

18.10 hr*
BUSINESS ADVISORY COM

MITTEE
S ixteenth  R eport

SHRI R. V. BADE (Khargone): 
Sir, I beg to present the Sixteenth Re** 
port of the Business Advisory Com
mittee

MOTION RE FINAL REPORT OF 
THE DIRECT TAXES ENQUIRY 

COMMITTEE-^cofitd
SHRI N. K SANGHI (Jalore): 

Sir, today we are discussing a very 
serious matter. We are considering 
the final report of the l>ir«ct Taxes 
Enquiry Committee which was lafd 
on the Table of the House on the 20th 
March, 1972. It is ft very im$t>rtfl$f 
subject. The whole House to eawfds*
#d over th% mtttftfe; and m m  mmlh* * ,


