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Seeds Act, 1968 be taken into SHRI SURENDRA MOHANTY (Ke-
consideration.”

The wmotion was adopted

MR, DEPUTY.-SPEAKER: We will
take up clause by clause considera-
tion. There is no amendment to clause
2' The fuestion is:

“That clause 2 stand part of the
Bill.”

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

clause 3 there are two amendments.

Is Shm Naik moving his amend-
ments®

SHRI B V NAIK (Kanara): In
view of 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
Foacting Formula and the
Title stand part of the Bill.”

The motion was adopted

Clauses 3 to 5, clause 1, the Enacting
Formada and the Title were added
to the Bull,

SHRI ANNASAHER P SHINDE:
1 move:
“That the Bill be passed.”

MR. DEPUTY-SPEAKER:
question 18

“That the Bill be passed.”
The motion was adopted

The

1512 brs,
MOTION RE: FINAL REPORT OF
THE 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 rt of the Direct
Taxes Lﬁr’i: Committee,
laid on the Table of the
Houaﬁ on the 20th March,
1972

m&mwénehomha%mﬂ*

+

2grapara): The time may be extegd-

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

“That this House do consider the
Fimal Report of the Direct
Taxes Enquiry Committee,
laid on the Table of the
ll-é'c?)éxﬁe on the 20th March,

Let us start wath the birth of this
Commuttee and why it came into ex-
istence, On the 19th of December, 1569
in Rajya Sabha a resolution was
moved which reads:

oy
“This House 1s of the opinion
that Government should con«
stitute! a co?mlttgemconmb
ing of experts an embers
of Parliament to go into the
failure of Central Board of
Direct Taxes, Ministty of
Finance, in the timely col-
lection of taxes and to sug-
gost remedial measures for
improving the same”

Accordiggly, this Committee was
constituted i)y a resolution dated 2nd
March, 1970 by the Government. I
will not go into the details of the
resolution just now. The object of
this Committee is quite clear from
what I have read out But how the
(iovernment 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 seys
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 confirme~
tion from the fact thit in the
gn!y sgictfr in whieh the

gures neome
are based on relgmm
material—in mining and fao-
tory industry, and where al-
most the whole of thé scti-
vity is carried on by compa-
nies and hence

is
not subject to an exemzmlm
Umit-~the ratio i slso 2:1.



108 Report of

{8hri Jyotirmoy Bosu].

It these figures are anywhere
near the truth, the amount
of mmcome tax lost through
tax evasion 18 more of e
order of Rs, 200—300 crores
than Rs. 2030 crores which
is sometimes quoted n this
connection,”

This relates to the Budget of 1956-57
of the Finance Mimster. The Gov-
ernment at that particular time had
been talking of evasion to the tune
of Rs. 2030 crores. But the emunent
professor had very nightly ponted
out that the evasion was to the tune
of Rs. 200—300 crores. And this re-

wonderfully talhes with what

i Rangnekar said in the note of

dissent and also in regard to certann
ons of the Wanchoo Committee
eport.
The fina] Report of the Wanchoo
ittee says:

“As regards the extent of tax
evasion, we find that the
average rate of tax on the
income assessed for 1965-66
wag around 25 per cent But
considering that the sjze of
the problem of black money
and 1ax evasion has grown
over the years and tax eva-
sion 18 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, beimng 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 1968-89 . .”

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  statisties frr the
different sectors of the eco-
nomy guu]d geem to suggest
that the tax-eve

in 1861-62 was émﬂu‘"m
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of Rs. 1,150 crores as com-

pared to the estimate of Rs.

811 crores mentioned in para

2.17 of the main report. Far

196566, my  estimate of
“black money” 15 of the
order of Rs. crores as

agamst 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-
babiy approximate more to
the realities Estimates of
black income sector-wise are
given below in respect of
the year 1965-66:—

Industrial Sector—Rs 677
crores

Tiade, transpori, etc—Rs.
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 lor 1961-62 alone, Rs.
811 crores was the amount which
escaped tax. Other figures are equally
staggering.

Then, 1 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-
cecded one-third of the act
ual assessable income (ie.

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 o¢f direct
ﬁ:gtion on hotheh !l'ngn-!at;jm

-income sehold group
is much smaller than what
the mcome-tax data reveal.

Then, there is Table } given with
different columns, I take only onoe
vear, that is, 196465 Hivie
at my oﬂmosal s short. Nondarm

Heosehigld 'ty 0482 crores;
Non-farm Wmm& apprr

S o4 d
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come-tax—Rs. 1,229 crores; Tax as.
sessed-—Rs, 152 crores; Income Asses-
sed to Tax as percentage of Non-farm
Houysehold Income—Rs, 13 crores; In-
come d to Tax as percentage
of Income of High Income Groupg—
Rs. 315 crores; Tax Assessed as Per-
centage of Income Assessed—Rs. 124
crores; etc. ete.

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

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

“When does black money become
White?—
When 1t is wrapped up in Khadi!”

I could not agree with it more.
This 1s how really it 1s 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 1s also spent in purchasing
illegally quotas and licences
at premia, financing secret
commissions, bribes, litiga-
tions, ete. 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 hundi loans, etc, etc.”

I will not go into all the details.

Then, there is another guotation
which I would like to give from the
Economic and Political Weekly. It
is an article written by an emipent
professor Dandekar. Yt says:

“When the big busincsses jump
&%ﬂhu‘ %!‘ac:g o thflir

nsion path, thney wusualy
shed part of the black money
they aec%ulate hy evasion

baxes, The fall out is ¢

«.’-»’ red e
et and the polth

ruling party or parttes 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-
g the wvaults of black
money . . .”

So, the Indira Bhavan should be
r;amed as “Black Bhavan”. Further,
1t says:

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

Again, 1t says:

‘The scramble for election tic-
kets and later for office sug-
gests that all offices from
top to bottom, in the Union
Cabinet, 1n State cabinets, in
Zila Parishads and Panchayat
Samitics are offices of profit
and bring in direct and in-
direct profits sufficient to
compensate more than ade-
quately the expenses
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 .. .”

1 am ashamed to read this, But this
is what the fact is. .

1 gquote further:
“Once the big husiness jains in
the election efforts, it does not
leave the ruling party during iis
tenpre asks for
the guid pro guo and gels
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{Shr1 Jyotirmoy Bosu ] Three days ago is was revealed in

it.....It explains the hold the Rajya Sabha that ten big busi

of the ‘big business over the ness houses, in the course of the

government in spite of its
sociahst professions avid pro-
testations So ] as this
hold continues undimimshed,
there is no chance of makmg
any genuine progress along
the socalist path . ., .It has
been rightly said that at the
bottomn of the present haison
between the big business and
the ruhng party les 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 1s that the
g 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 1t would be
advisable for the government
to give up its efforts to con-
trol the big business

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

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

“We are bound to mention here
in this connection that the
consgiderable assistance that
some 0f the leading industria-
lists in the country had given
to the rulmg party from time
to time  has furnished
ammunition for the attack.
The big business is hand in
gloves with the party in
power, The fact that such
assistance has been hberally

'ven at the time of the last
eneral ections has been
admitted by the Government
in a statement in parlia-
ment. But people cannot be
blamed if they believe that
it 'is the hope of favours
that induces such payment
and after the election is over,
Zi‘é“ that ?htw t'm
3 n .

by them bring satisfactory

last five years, had accumulated ex-
tra wealth ranging betweeén 25 and
75 per cent. Mafatial had made 78
%er cent in the course of five {eara.
ow compare that with our indus-
trial growth. When the industrial
growth was next to nothing, how
was these mdustnalists’ wealth swel-
ling, we want to ask them It s

rhaps because they have been al-
owed to siphon out their wealth
that they generated from the indus-
tries into the cortidors of blind
alley, and that 18 why we could not
see them

Wanchoo Committee’s final report
1s a dictated report I disagrec with
many of the things that they have
said The interim report which was
written suo moto on their own, with-
out pressure, in fact, has been the
real report ‘Regulation of domations
to political parties’, we do not agree

SHRI K N TIWARY (Bettiah)’
On a point of order He 1s saying that
the final report 1s dictated one By
this he 18 misleading the House Has
he any proof? Without any proof.
how can he say that”

This

MR DEPUTY.SPEAKER:
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 nses and Expen-
seg on Maintenance of Guest Houses”
aw&g: néxot agg;e "Reintrodudi ction

iture x'—we sagree.
These are things with which we do
not quite agree.

SHRI N, K. P. SALVE (Betul): Let
him indicate the basis on which he
feels that the final report was not
written on the volition of the Com-
mission and that only the interim
report was written by them, Are
there any inconsistenales?

‘ lﬂi DEPUTY-SPEAKER: It is up
0 m.

SHRI JYOTIRMOY BOSU: I am
making speech and mot Mr.
Kalve Hﬂ?:;m

k4 t to ask
t G Wy 5
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foopholes for eration of black
money. You will not find them any-
where in the final report because it
wag written under duress.

I have a Mcmorandum which has
been given by Class TT ITOs. They
have made wvery valuable sugges-
tions:

“Jt has been scen from experi-
ence that mere lowering the
effective rate of taxation
failed to generate an atmos-
phere in which the assessees
would reveal their income
truly and deliberately If such
would have bcen the case,
Voluntary Disclosure Sche-
mes could have been success-
ful in bringing oui{ the con-
cealed income 1o tax net.”

It also says:

“Though there 1s a proposal for
capital levy al a very lower
rale, the Committee while
exhorting much on 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 1 (Se-
nior) From this one may see

how absurd and paradoxical

the recommendations are.

Firstly, when the job and

responsibility Class

(Junjor) and Class II officers

is one and the same, why

should there be two classes
of officers?

It is. needless to point out that
the Cqmittego has tried to
draw an artificial class dis-

tinction—a legacy of the past
a dolomial hangover.”

wnd
Is all thit ¥ want to sav in con-
ma:qm@ma I‘II‘I‘&&N
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the backbone of the revenue strue-
ture, and, thergforeé, 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
valuable suggestions offered
by them, we are still fully
convinced about the efficaey
and feasibility of the mea-
surcs recommended by us in
the interirm report.”

But what is the interim report? The
final report is absolutely silent om
that On 12th November, 1970 the
Wanchoo Committee had submitted
an interim report. It was the most
eventful day in 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 brcause 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 Rescrve 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.

is why, today, you sce 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 say why we have not pub-
lished the interim report. An
interim report by nature is
such that it can be publish-

before the main report is
published Now when the
main report i8 published,
the interim report as such
hag lost its value”

These uiterances are as baseless ag
the Finance Minister himself.
lently and categoricilly-—

wise,
have :‘sst now quoted—hds can he
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say this? The Finance Minister had
the courage to mslead the House by
saying that the mterim report had
lost i1ts value once the final report
which containg very little has been
published.

AN HON. MEMBER: Which -
nance Mimster do you refer to?

SHRI JYOTIRMOY BOSU: Mrs.
Indira Gandii primarily. There 1is
only one Mimister to my mmd. ..
(Interruptions)

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE
{SHRI K. R, GANESH): He 1s mix-
ing up the whole thing He says he
18 mtelhigent.

SHRI JYOTIRMOY BOSU: Let
both of us go for IQ test and see.
(Interruptions) 1 had regards for Mr.
Ganesh, and when some members
talked about his arrogance, I tried
to dispute 1it. But 1t 1s becoming too
much at times He is trying to carry
coal to New Castle Let him not
prove that he 15 too big for his boots

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

MR. DEPUTY-SPEAKER: He was
referring to two things, when the re-
port was submitted and what the
présent Finance Mimster said . . .

SHRI JYOTIRMOY BOSU, What
Mr. Chavan said, I approve of, Sir
This is what the Final report savs
at page 12 1 quote:

“After detailed deliberations and
careful consideration of the
valuable suggestions ‘ered
by them, we are still fully
convinced about the efficacy
and feasibility of the mea-
sures recommended by ug in
the interim report”

8o, 8ir, who will dectide what is
right and what is wrong? Who will
deride what shonld be accepted and
what should not be accepted? You
talk ahout democracy. You were a
garb of demoeracy, M reminds me of
what our great leader Engel ssid

¢

supreme Democracy is nothing but
a garb, Str, this 18 August House and
this mornig I heard that our
hunourable Speaker was born in the
month of August: Mr S. M, Baner-
jec was also born i the month of
August, everything 1s August, but
when it comes to takmg 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 guote this most precious docu-
ment which they had given I thank
them for these recommendationy
mage in their mterim report They
said:

“We decided therefore to address
ourselves

Mark the date 12th November, 1970,
dont lose sight of the date

o 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 1mmediate attention
was that of ‘black money’ as
1t has been eating mto the
vitals of our economy?”

Then the report says about parallel
cconomy Then it says:

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

(1) Demonetigation;
(2) Cegimz ofi cash holdings;
an

{3y Acquisition of
propecty in cape of umder-
patement of purchsse cop
sideration.”
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Then the report says. 1 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 demonet-
sation. Sir, Mts. Gandhi survives on

black-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 mterim report they said:

“We felt that it would be only
appropriate 1if, subject Lo
adeguate safcguards, the De-
monctisation  measures 18
utilised also to collect at
least pait of the arrears of
tax that may be due from
those who tender the demo-
netised notes for exchange.”

Then 1t 1s stated-

‘That first question that needs
consideration 18 the deno-
minations of the currency
notes which should be de-
mdnetised It is understood
that the break-up of the
notes issucd, as at the end
of q’une. 1970, was as follows

SHR! C. M STEPHEN (Muvattu-
puzha): I rise on a point of order
The House 1s considering the final
report of the Direct Taxes Enqguiry
Committee laid on the Table of the
House on the 20th of March, 1972
That document is now before us.
My learned friend iz dwelling at
length on some other document. that
is, the interim report. He 13 making
lot of allegations also. All I ask for
is, his speech on the introduction of
the motion has got to be relévant to
the document which we are to dis-
cuss. T am only pointing out this
thing pieé mo ahservation is made
by hap, with respect 1
any of the ‘vhpervations in the final
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report or its recommendations. He
makes all sorts of allegations, We on
this side were keeping quiet in spite
of the wild allegations he made that
the Prime Mister 15 existing on
black money and all that m the hope
that the Member would be called
to order 1 am only requesting that
the Membcer must be directed to be
relevant, discussing the mater which
15 1n the final report, not in the in-
terim teport (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 trymg to seek clarification from
him, I am not replymng, order please.
What 1s the point oi order; what is
it that you want? (Interruptions).
Mr Salve, it his point of order and
not yours

SHR! C M STEPHEN: The point
of order 14 this, Sir, that the speech
has got to be relevant in this sense
that 1t must pertain to the specific
document which 1s mentioned here

MR DEPUTY-SPEAKER: No, if
it tg just a general question of rele-
vancy. 1t 18 rather difficult to contain
that; but if you have any specific
ihing where he 1s irrelevant, then
only I can gave my opinion on that.

SHRI C. M. STEPHEN: May I ¢x-
plamm 1it, Sir? The pownt 15 this My
learned (riend has now specifically
quoted the interim report and He 1s
proceeding to speak on the interim
report

MR. DEPUTY-SPEAKER: Now I
understand 1t. Your point is that the
interim report here is  irrelevant:
that 13 vour 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«
tevim report. That is the difMeulty.
(Interruptions). T have given roy
ruling.



x lgmissmn In ‘the notice that
o on.
. ‘the submission he made here, he re-
" ferred ‘to two" Fmance Mmisters He
- 'm:trying to bring .

© MR DEPUTY~SPEAKER You
K made that .point before, I know . . .

. BHRI K. R, GANESH: 1t is very
" .important, Sir. He is referring to the
. ‘Prime Minister having prevented the
... publication of thjs report and having
. sent some. officers and all that. The
- Prime Minister was not the Finance
" Minister . when the interim report
. was submitted. . Thls is all that 1
'-want to say.

. “SHRI JYOTIRMOY ROSU: 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. BEPUTY—SPEAKER . Order
{: please. The main point is thm The
" hon, Minister’s contention is that the
. Prime Minister was not the Finance
" ‘Minister -at the time when this in-
Cterim report was alleged to have
; Lbeen sent to the Government,

SHRI JYOTIRMOY BOSU: 1

" maintain fhis, Sir. Let it go on re- Rs.

- that Govemment gave. When :the
‘ pressure was foo severe.: public ‘opis

. -eord=1 maintain that = honourable
1 Simm&ti Indira Gandhi the Prime
ister and once upon time, - the

' Pinance Minister was wholly resp&nn '

. sible" for suppressing - this report. |
e putting
““while giving his reply, may

. to my. point -1 am pointing. out what
this importﬁnt leamed body  has

X 'R GANESH Sn‘. 1 have -
Member gave aund also in.

‘hes known what the -
ng it on record. Mr. Ganesh, - dation,

. people.

- would achxeve snbstan al
~sults because - of. - altes
cumstances S

It says ) : ! .
“It incorparatea a number of saie-
guards such "as impositionof -
- ceiling .on - cash-holdings,
stamping and signing  of
‘books of accounts and prompt -
examination of declarations
by the Income—tax : Deparb
ment.” .

It says further:

‘The first question that . needs
our consideration ig the de-
monetisation of the currency
notes which should be de-

. monetised. It is understood
that the break-up of the
ﬂgures

The bulk of the currency ig 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
guotations which are lengthy.

- SHRI JYOTIRMOY BOSU: 1 al-
ways like to use their own stick to
hit them with, That is my way of

doing things.

I would not take much txme now,
because I have more or less delivar—
ed what was in my pocket. Now, 1
comie to Shri Yeshwantrao. Chavan.

“We saw the Delhi press coming out

with a lead article ‘Government ‘de-
cided on imposition of celling.on
possession of cash  to the tune of

5,000'. That was the indication

nion started forming. The country
‘Governmentt

have done with this vital recommens

“and how- they have played:

fool ‘with the Parliament and  the
They immadiately came ‘with .
a shock-absorber. The entire Press

Information Buréau was mobilised to
give a story which would act &g a

buffer. So, this came out, But Shri

Yeshwant"qo Chavan could not even
bear that.’ . He somergauited md ‘
sald thut tqn coulﬂ nat be done
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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 be implement-
ed in toto, there should be ceiling
on cash, possession of cash, jwellery
and other precious items. Thera
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 pumber 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 thc¢ bull by the horn, there
is no wav out to take drastic mea-
sures and save this country from a
complete peril, mutewd of looking
afier their political, coterie and
party intercsts to remain entrench-
cd m power,

MR. DFPUTY-SPEAKER: Motion
moved :

“That this House do consider
the Final Report of the
Direct Taxes Enquiry Com-
mittee, laid on the Table of
;ggzljouse on the 20th March,

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 .

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

DR. V. X R VARADARAJA
RAO: I am really surprised that
Shri Jyotirmoyv Bosu should speak
of the Prime Minister all the time;
the Prime Minister seemy to be so
much fixed on his mind that every
time anything is mentioned, he feels
he must come back to the Prime

nister,

SHR! FJYOTIRMOY BOSU: Who
else is there?

. DR, KAILAS (Bombay South): He
is alergic to her.

? R,:, I‘Va, Kwﬂ. Vmwg
the mm ister that the Prime
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Minister may give him an interview
8o that he could tell her all that he
has to tcll her about her and then
stop talking about her in this House.

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

DR. V. K. R. VARADARAJA
RAO: I only want io say that what
I was really 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. L thought that he
was also a student of economics and
hag had practical experience of eto-
nomic aflairs. 1 was expecting, there-
fore, when he initiated the discus-
sion on this motion, while, of course,
he would spent a little time on his
pohitical angle, which was natural,
he would spent at least some time
on the more important economic as-
pects of the Wanchdo Committee’s
report. I am really sorry that he has
not chosen to do so.

The main point that he has made
15 about demonetisation He has left
out everything elsc and he has pick-
ed out only this recommendation
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 in extenso and has made a plea
for immoediate demonetisation.

I would like 10 suggest to this
House that demonetigsation 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~
tionis a kind of decision, if and
when it comes, which will be taken
by Government onlvy on the hasis of
the thinking and advice confined
within the precincis of Government,
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- “ber of people,

© a responsible House, We

Dr. V.XKR. _“Vatadaraja Rao] =

secrecy and other clauses which gov-
ern the functions of such Government

inﬁatxon that the country had where

we' would have to change the cur-.

gency, by all means, one could have

L ‘demonetxsatxon

'We had demonetisation. some time

: “f.‘_-;bnck But that related to Rs. 1000-

. notes. T believe we are all aware of
S happened at that time. 1 at’
- least happened to be a resident of

- Delhi city at that time. Even the de-
_monetisation of Rs. 1000-notes creat-

" "ed a considerable -amount of confu-

" .sion in the market. Rs. 1000-noteg are
usually held by .a very small num-
may be, the kind of
. people that Shri Jyotirmoy Bosu
" is showing such a wverbal aversion
- for, ‘But the kind, of demonetisation
which he has 'ed for, quoting
from_the alleged veport, 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
-7 RAO: It is not a gquestion of statis«

" "tics, 1 would like to submit that we

-should remember that we all repre<
" sent the country. After all, we are
represent
large numbers of people from all
parts of the country. Demonetisation

-:;_' .of Re, 100-notes is bad enough. Buf
. according to what he has stated, and
- . aceording 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
""_.;"Dlus Rs. 10:notes. ~

If Rs. . 10-notes are to be demone-

" ‘tiged, T do not think that it is neces-
“sary. for me to . elaborate .in . any

. 'length on the numbers of people who
~will be affected all over the country.
; I; “will not affect. just the black-

Tty .
bt - it will " affect “large. -numbers “of
; dustrial. worker

ch are subject to all the various.- ‘

officials and Ministers. If, for exam- ._wﬂl b‘-‘ hoarding . blaek maney?

ple, ‘there was some kind of hyper- .

-tion and afterwards
sidering it and then coming forward

rketeers, ‘capitalists .and political.

tribution-wallshe. to . whichever

‘they may “make contributions..g :
of .t

'y -n.,':-

SHRI JYOTIRMOY BOSU' i They: -

DR. V. ‘K. R.- VARADARAJ
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 nmch? A primary school tea-_

cher cannot think of it.

DR. V. K R VARADARAJA
RAQ: I think that my hon. friend,
if he wants, can be reasonable. 1
would request him not to interrupt,
and I am sure he will respect my
request,

SHRI
would.

DR, V. K. R VARADARAJA
RAQ: I am not at .the moment
going into the economics of demone-
tisntion as such. But the guestion is
one of demonetisation of Rs. 10-notes.
Somebodvy 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 timmntar- .
val between the two. . T

JYOTIRMOY BOSU: I

Demonetisation is something Illﬁe.
devaluation You do not have. ofﬂcial‘
committees  recommending devalus-'
Gavermnen‘t con~

with devaluation, If I may’ say. 80,
the interimh révort must nut ave
been reléased, beeause there was mr
intention of accev
rommmendatim




.. ‘b cavsed in the . ecmomy und an

‘villages: will be affected. Out of

the 500,008 villages, there would at

_least ‘be 300,000 to 850,000 villages,
where sotne people will have Rs. 10-

notes.. I do not want to elaborate on
. the nature of 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 noteg 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
opencd. The people who were hold-
ing Rs. 1000-notes at 1lcast 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«
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 anvthing lese than that will
not §erve. the purpose for which de-
monetisation was intended by the
person. who has recommended it.

- Then T would also like to point out
one thing. One seems to be under
the imoression that black money

just * stavs somewhere staving con-
stant, . Rq 5000 -crores, Rs. 6,000
erores, " - 7000 crores of . black

monev: Black monev - - transactions
~could - have baen in terms of these

thousands of crores of rupees. Buf
s grast deal .of this black ‘money hag

mw bvcnm# sither . solidified  “into
Lo damd, wwollerv no!d ete.

'serxes of eﬁects that blan'
~having..on the economy. is ike

_ bought in terms of @ accountable
qum:r! into: whifn monev “money accompanied by what ‘is cmﬂ«

g ed: unaccounfable monev. I :

‘: .

a kind of axe to: try smd kil
on one’s nose.

SHRI JYOTIRMOY BOSU\:-
7,500 crores, L

DR. V. K. R VARADARAJ"
RAO: Shri Bosu has allowed’ Him-' .
sclf to interrupt me and say Rs. 7,000 .
crores, I am prepared to take a bet

—gilly on my part; but I am premr—_'-?.
ed to be silly—that Rs. 7,000 crores .

will not be ‘the unclaimed wmoney.:

How do you account for the 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. 7000 crores? The
total volume of currency in circula-
tion is not 7,000 crores. .

SHRI JYOTIRMOY BOSU: 1. said’
black wealth.

ng V. K. R VARADARAJA -
money and demonetisation, Now he

talks of black wealth, which is some~ -

thmg quite different. We are talk-
ing of demonetxsation and black
currency.

Therefore, I would most respects

fully suggest that demonetisation on

the scale—and = the only possible

scale on which it can have any effech

~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 struchire, and this -

‘too at a time when we cannot afford- -
to have such interruptions to the e

smooth recovery of the economy

" At ‘the same time, L do: nol: wanﬂ‘.‘-.::'
to ignore the phenomenon. There is: "

the fact of black money operating. = -

We know a number of things . are

He was talking of black .



"bﬁy

irst, 1 want to deal - with that ‘the
ggestion'  made by Shri
hmd mi ‘what . !:iei callg the intgrigx
veport, for a ceiling on cash hold-
msf-i-'-uQuite hmesgly. I do noé un-
i ‘to en-

: on cash - holdings.
: :.To have a celling on .cash holdings

means that every person becomes

., Jt-is not a question of

‘midmg A, B, C or D. 1 do not think
" & ceiling . on cash ‘holdings is a .

‘remedy . for blackmarketing or for

. ;.. preventing - ‘the use of currency for
" . puirposes other than legitimate, What
o T 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
. éomes when you pay in. cash for

something for which you need not

. 4in cash. You have to pav ln
- cash for thmgs worth Rs. 10, Rs
' . ‘Rs. 40, Rs. 50 'Rs. 90, Rs. 100. But

_':when you have to buy a car for
" Rs. 25000, you do not have to pay in

» cash. when ‘you have to buy a refri«
gerator for Rs. 2,500, you do not have
~to pay in cash. And if 1 may say so,
*if‘you buy an airlines ticket, it will
' not be‘'necessary for you to pay - for
'that in cash

. 'SHRI PILOO MODY (Godhra):
.-Find out from Indian Airlines,

DR V. K. R VARADARAJA.

" RAO: f'do not. know what Shri

Piloo Madv does . with_his airline

am not referrmg to. him;

© SHRI PILOO MODY Tﬁev .want_
':f_nethmg but cash ' .
‘DR .V, K. 'R

R, VARADARAJA
RAD: I am comlmz to that. - -

When' you &0 into ‘the’ rpot of 'it,
8 a_question g cejling on cash

ash' for what nieed. not

cush. And ‘almost

. ‘bouncing. I just wanted to
‘Bosu, -

) Y.ean assure him T was certainly not
. _-referﬂng to MPs. . -

'."suggestwn which T hope the

V. K R VARADAR

danger of o

RAO I know the -

this principle that “the most aﬁue-
tive way of countering black 7’
in this country is by seeing if we

‘can devise some practical . methods.

of seeing that ‘payments in “cash,

‘whete. payments can be: made by

cheques, are stopped. 1 would &o fur.

‘ther “and say that payments in cash:

should .only. be made. far small
transactions where the amount is-in
terms of “Shree figures and certainly
not in terms of four figures.

Now comes the question: how do
we enforce it? As for the guestion
which you, Mr. Deputy-Speaker put,
I have been racking my brain to find
an answer. I db not think I have
got the correct answer, but from
the limited wisdom I have or may
not have, 1 would like to make this
suggestion, I would say that, first of
all, in many cases cheques are ac-
cepted where the person js 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, 1 agree that
in our country people are more re-
luctdnt to accept a cheque than in
a country like England May be
cheques bounce more in this eolun-
try or may be we are more distrust-
ful ‘of each other than is the case
in other countries—whatever be.the
reason. But T would certainly say
that wherever cheque payments can
be made, they should be made in

‘cheques - and not in cash payments

lﬁhm

" Then the. questxon comes: what
‘happens if the man is not ktwwn
where the identity of the man is
not .certain, - where i ‘you ‘take a

‘chedquie there is a possxbxhtv ‘o its

Bouncing? Here I want fo make a

Minister .éxamine—he

08
The root,of it comes iwhen ~throw it out as ‘nonisensical, “but’ 1

hope he will fihd- some praetical
sense in -it."Is it not possible for’ us
to have something in

unlimited, unrestricted on-sight : lelal

" tender which' requires no signature

no endorgement, which juutbymﬂ-
'msfmmonehmdm_m
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pletes the legality of payment, and
cheque payment, an intermediate
between a chegque and an unlimited
legal tender? Can we not have some-
thing like a sight cheque?

SHRI N. K. P. SALVE
Traveller's cheque-

DR. V. K. R VARADARAJA
BRAO: 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. 1 suggest this is
the thing which will break the black
market in thig country which is not
going to he broken by penalties and
so on, because the people who in«
ditlge in black money transactions
are not afraid of penalties.

SHRT N. K P SALVE: Not nego-
tiable

DR, V. K. R. VARADARAJA
RAQO: We have got to devise a
technical contrivance which will pre-
vent them from oaverating  black
transactions

1 would suggest this for the consi-
deration of members, as a student of
eoconomics and I sav that it is possi-
ble to devise a kind of currency
which is not a currencv 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. 5000, Rs 10,000, Rs. 20,000
whatever it i3. The only condition
would he that 1 have got to give mv
name, address and necupation before
T get this money.

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

DR. V. K R. VARADARAJA
RAO:  Traveller's cheque, sight
cheque or intermediate currency,
whatever may be the name, if it
comos  to be accepted. when it is
paid, there must also be a signature
of the person who pays it. so that
sorhebndy will know that this has
heen paid, somebody will know who
has boght 1t for the ourposes of

DAvWSrT.

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

SHRI JYOTIRMOY BOSU: You

are,

DR. V. K. R. VARADARAJA
RAO: I thank you. But not gn 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
pay, if we go to stay in the Ashoka
Hotel, in cash, and spend Rs, 2,000
or Rs. 3,000 or Rs. 50007 Whv should
1 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
come 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 kno;;v a great . eal 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 property.
T would only suggest for the consi-
deration of the Hoyge that this right
given to Government to buy the pro-
perty at the registered price will 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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which will come in the way.
It Is not going to be an effective de-
terrent at all. What I 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 all sales
of property—house number so and
s0, so and so, belonging to so and
so and sold to so and so and at such
a price at which 1t was registered—
could be known and this information
should be made pubhe use, the
public wall be much more anxious to
catch the fellow 1 sav it with due
respect to mv friends on the Trea-
sury Benches I do not blame them
for it, because they are also victims
of the machine So, the public will
be much more interested in finding
out these people than the official
machinery that is entrusted with
this particular task It can be pub-
lIished. If you do not want to pub-
hsh it, 1t should be possible to be
referred to in other ways. For ex-
ample, we have got the joint stock
companies, in respect of which if
vou pav 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-
gdearch people can go there; research
analysts can go there and see, and
have a look at the propertv deed;
make a study of them and indicate
which are the kinds of property
where there is obviously some kind
of hocus pocus. It seemg to me that
unless some such thing is done, it
will be difficult. You can indeed
specifv the persong among the gene-
ral public: say. accountants. or law-
vers, 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 think going to solve
the oroblem at all I would sug-
gest that instead of having this kind
of futile provision. it is far better
ts have a provision like this. which
11 also involve the general nublic
in seeing that black market does not
fouriah at all,

third sogeestion is about
strengthening of the incpme-tax ad.

AUGUST 26, 1972
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ministration. I believe the Wanchoo
Committee have made this recom-
mendation and I would like to un-
derscore 1t. Have industrial specia-
lists and trade specialists. At the
moment, as a matter of fact, the
cost of production 1g 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 materals, payment of
commission, etc. There are so many
ways and means by which the busi-
nessman knows how to conceal 1ille~
gitimate expenditure under a legiti-
mate gaib and get 1t accepted by the
meome-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, 1 believe,
the Wanchoo Committee have made
the recommendation, and I would
hke to support and get it strengthen-
ed There should be industrial and
trade speciahsts who would be spe-
cialists 1n 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, vou have g sense of propor-
tion, a sense of magnitude, and if
something does not fit in immediate-
ly, you raise your eyebrows and
start working on it. and you may
find yourself wrong or right at the
end Similarly, some kinds &nﬁﬂ
have got to be there for all e-
vent types of expenditure; in build-
ing up these norme, the supliation
of these norms, the creation of spe-
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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 | do
suggest this 1s another way of stop-
ping the generation of black money.

Now I 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
rate of taxation is not going to have
any eflect at all on tax evasion, and
therefore, on the creation of black
money. {(Interruptions). I hear a
whisper from my very distinguished
bon. Member behind me saying it is
not so. I do not know. Ag far as I
know, 1f 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 ‘T can make
my next Rs. 5000 or not make the
next Rs. 5000'? As far as I can see,
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-
1y, T 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 85 to 75 it ig not
going to make a]l the dishonest fel-

to become honest now. 1 think
it is not a legitimate expectation at
all. Tt has. no foundation at all in
eoohomic analysis, and 1 suggest
that that partieular recommendation
of the Wanochoo Committee should

BHADRA 4, 1894 (SAKA) Dirert Taxes Enguiry 130

Committec (M)

definitely not be accepted by the
Government, apart from the so-call-
:_d tr_ecommem’iations about demone-
isation.

The next important point is about
controls. It is not only tax ewvasion,
If you were to ask me, the most ime-
portant reason for black money is
control, or licence. I am afraid 1
have not made a study of licences,
but I am told that today you hawe
got to take a licence for almost any-
thing. Only. I do not think we
should take a licence for ma
speeches 1in this House except, o
course, with ‘the favour of the Chief
Whip of the party concerned and the
favour of the Denuty-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
all those various fields in which
these licences are given. Why and
how, T 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 vears. We have not
so far really found out a rationale,
nor have we examined what hag 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-
ouences of licensing, There is no
toubt that licensing has led to de-
terioration in character and
srowth of black monev. Everybody
knows that. But all the other things,
we do not know. T suggest very
stronely that the Government should
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take a decision, They need not take
a lot of time. After all, they have
accepted certain recommendations
like the aceount number and so on.
They do not have to say that we can
only take a decision on the report as
a whaole. They have already taken
a deciston on certain recommenda-
tions of the Committee, I would savy
that this particular recommendation
is most important from the point of
view of dealing with the phenome-
non of black money, In the meanwhile
1 suggest to the Minwstry of Finance
and other concerned Ministries; Let
them take a sample of the licences
and investigate them, if a licence 18
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, We 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
licence? Such a sample investiga-
tion 15 of great importance, it should
be taken up at once and a thorough-
ly competent expert objective inves-
tigation of the whole system of
hicences should be made

Further, I should hke to know
v{hether traders in durable commo-
dities are licensed Jewellers or dea~
lers in gold ornaments dealers in
houses, cars etc What are we doing
with them”? Have you got any con-
trql 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 vou licence them, vou can
get some return and control, Thig
may not be hked by everybody.

We should get returns from our big
tourist hotels I am all for tourism,
But it will be interesting to find out
how much of the money is being
spent in these big tourist hotels by
foreigners who bring foreign ex-
change and how much is spel:r %
Tudian businessmen, their frien
and others T think out of the most
importent avenues for the expendi-
ture  of black money is the big
hotels, expensive cabarets and the
biq restaurants in the country,
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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 contro} 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 in these hotels

Now, tegarding tax arrears, an-
other important part of the problem.
I am all agdmiration for the work the
Wanchoo Commttee have done. I
hope the Government will not wat
for long to accept the recommenda-
tion for the creation of a special
body to deal with the question of
arrears Tax arrearg are bad for the
morale of the Government, morale
of the honest tax payerg and also
bad for the income-tax payer, even
for those who have not paid theiwr
taxes Special machinery should be
created; without any further speech
I should like to support that sugges-
tion m toto and T want Government
?ctmn th regard to that immediate-
v

1 have to say something about
clubbing There was a lot of diseus-
sion and some minuteg of dissent
also on this guestion whether a hus-
band, wife and minor children
should all be clubbed together I do
not have the time to elaborate my
argument; vou have been patient
with me, I am not in favour of club-
bing the income of the husband,
wife and minor children without any
gualification The mmcome of minor
children should certainlv be clubbed
with that of the income-tax payer.
I do not see the point of minar 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-
verty to minar children” You gift to
mv minor children and 1 gift to
vour minor children Minor children
have no right to have nontaxeble
mcome from that property: the n-
come from that property should be
taxed You may net tay gg wealth:
1 am not sugresting wealth tax, But
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all income from the property of
minor children should be clubbed
with the mcome of the head of the
farmly and taxed.

When 1t comes to wife, 1 suggest
that we have to make a distinction
between an earning wife and a wite
who 1s not earming. It 1s not only
because of sentiment In the latest
cmployment review which was circu-
lated {0 Parliament two days ago
you will find the problem of educat-
¢d women unemployed 1s becoming
shaiper, acuter than even the prob-
lem of educated men’s unemploy-
ment Honestly, I am terrified what
will happen if a large numbher of
women educated unemployed started
marches and processions and other
things because 1t 15 much more diffi-
¢ult to handle them than the educat-
¢d men unemployed Some distine-
tion should be drawn between
women workels who are wives and
women wives who are not workers
There ate matters of detail

About trusts, who do we not have
a directory of trusts® 1 have seen
many times a huge pubhecation of
10,000 joint stuck compantes in Indha;
1t 15 published once in two vears, (
have seen lists of large mdustnial os-
tablishments, 5000 names, two
volumes What 1s there to prevent
us from having a directory of all the
tiusts 1n this countrv? There are
charitable 1ehgious medical and edu-
cational and other f{rusts X.et us
know their names, the members of
their goverming bodies, and so on
Every one of them should get 1its
aceounts audited. There is no doubt
that trusts constitute another way
through which black money grows
and tax evasion takes place It 15
simple and it should not take much
time for Government to accept it.

There 13 one more suggestion and
I do not know whether it is good
for me as a member of a political
party to make that suggestion but if
one feels impelled to make the sug-
gestion, T feel one should do so. All
potitical parties should be registered.
No political party should function in
secret. We should know who the
members of a political party are; we
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should know who their office bearers
are, what their funds are, etlc,
political parittes should be wn the
natne of trusgts because they are
trustees for the people and they go
beiore the country in the name of
their parties and get elected and
sometimes run the Government and
sometimes run the opposttion; it
makes no difference to me, 1 think
11 i1s very important to see that for
the working of democracy ag well as
prevent any temptation that may be
there -people with  black money
may tempt political parties, that in-
cludes all political parties—I i
it 15 very important that all politi-
cil patties should be registered and
we¢ should know, there should be
open hsts and registers showing who
the members aie, who the office
bealers aic and what are their pro-
cedute  for election what 18 their
constitution cte.. as we do under the
Socicties Registration Act  of

and their accounts should be audited
and theie should be annual reports.
1If <ome such thing is done 1t will
g0 a long way to bring back health
to our economv and polity and also
check many other things that are
happening m this country

1 am fimshing with one last sug-
gestion I should hke to add my
voice to the need for treating the
income-tax  department officers a8
hittle better than we were  treating
them hitherto 1 do not know what
then status 8. I do not know whe-
ther they have the same status as
members of the Indian Administra-
tive Service, T do not know whether
they have the same promotional
prospects as members of the now pe-
coming extinct ICS or the upcoming
IAS If 1 can think of any job which
15 the most mmpoitant, 1t 1s this job-
It 15 not merely law and order which
18 most important in our couniry.
Many law and order problems ave
connected with the solution or non-
solution of economic problems like
mobilisation of resources and so on.
The Government should make a de
nove examination of the entire cadre
of income-tax officers, their promo-
tions and their prospects and
things and sce to it that they are
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given & sufficiently strong position
and sufficient incentives so that they
can function honestly and courage-
ously in the best interests of the
country.

1823 hrs,
[Stmz K. N. TiwaRY in the Chair]

SHRI K. BALADHANDAYU-
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 discoynt and nothing
succeeds like success. We 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 consequences.
The need to combat this menace is
also a point on whith we all agree.
We called upon the Wanchoo Com-
mittee to fo into this guestion. But it
is not as if Mr. Wanchoo and his com-
mittee were going into this guestion
for the first time. There have been
many committees which have gone
into this question in the past.

For example, there wag the Ayyar
Committee in the year 1936, the
Varadachariar Investigation Com-
mission in the year 1848, the John
Mathai Commission in 1954, Profes-
sor Kalder who was invited to come
and go into this question in the ycar
1956, the Mahavir Tyagi Commuttee
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

jons have increased, they
have become even more menacing
and we have reached a stage when
we cannot do anything because they
are eating into the vitals of our ecu-
nomy. We now call it a parallel
economy,

While going into the question of
the parallel economy, I am afraxd
the Wanchoo Committee has been
very  disappointing and has shown
its affection for wealth and privilege,
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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, all 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 aftection for 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 recorm-
mendations.

The monopoly houses have been
demanding two things. They have
been pleading and lcading evidence
to the effect that unless the rate of
income-tax 1s 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 gues~
tion.

Secondly, they have suggested the
duing away with controls. This has
also been one of the persistent de-
mands of the big industrial houses.
Controls have failed is another 1ani-
ter. Whv do the big industrial houses
want de-control? It is not as if ron-
trols are responsible for the sccu-
mulation of bleck money. Even if we
remove controls, they will accumu-
late black monev, Was it because of
the high incidence of taxation thai
they created artificial scareity? It is
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because of the hgh incidence ot
taxation that they wviolate the foreign
exchange regulations? lg 1t because
of the high rate of taxation that
they are indulging in  speculation?
No, high rate of taxation or controls
has nothing to do with ths. Yet,
the Comnuttee thought 1t fit to agree
to the pleas uf the industrial houses,
the big shatks of the monopoly
houses, and make these recommen-
dations for implementation by tne
Government.

Even in the matter of administra-
tion 1 find that this Committee bas
got 1ts partiabty for ihe privileged
The Committee concede the right of
the wealthy. of the powerful, of the
moncyed people to tempt others,

MR CHAIRMAN He should ty
to conclude soon,

SHRI K BALADHANDAYU-
THAM T cannot cover such a vast
subject so soon If you so desire, 1
will 10sume my seat now 1tself
Here 1 may point out that the pre-
vious speaker was given mote than
45 minutes

MR CHAIRMAN My difficulty 1s
that the time allotted fu1 vour parly
1 only seven minutes I know 3t 15
an important subject 1 do not want
to be velv strict But he should also
be constderate to the Chair

SHRI K BALADHANDAYU-
THAM: 1 am n vour hands T will
take the tume allotted by you Bu}t
1 expect you to show some const-
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 rght of
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 right to
be tempted, So, in order that they
are not tempted, the Committee re-
eommend that they must be paid
higher emoluments, After all, the
Pay Commission is there W}ﬁch is
going into the sérvice conditions of
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all Government officials. Sﬁﬂ.m&gﬂ
Commuittee 18 recommending x
emoluments to income-tax officers.

One of the dangers facing e
economy today 1s bn account of
bureaucracy Today there are two
classes of income-tax officers, Class
I and Class II Though both of them
are doing the same work for doing
equal work they are paid different-
ly There 15 difference in the method
of promotion also. Those who are in
Class I, that 1s 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 expeilenced, they are not given
the same rate of promotion. So. the
bias of the Committee 15 for the
rich, for the Gazetted Officers, ftue
higher officers in the administrative
machinery.

188

The root causes for the existence of
black money are three There are
three devils operating in the Indian
cconomy One 1s the monopoly
houses, which were born i black
monev It was during the last world
war that these big industrial houses
came nto being How did they come
into being? It was ithrough the acen-
mulation of black money Even as
children they hved with 1t and thev
have grown up with that They
were born 1n the cradle of black
money

Thev were helped and abetted by
another devil, namely., bureaucracy.
The thizd dewvi] 1s the party in power;
the bouggemse political party
power 13 capable 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 created
this situation, It 14 the policies pro-
pounded and followed by the govern-
ment in the last 25 vears 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 with.
While dealing with i, you have to
take the intersm report which is
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very 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 exce to
say that 1t will be efficacious if it is
emented. There is a difference
gén the mterim report and the
1 report. If demonetisation is
cacious, 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 ecan recommend socio-economic
. changes_ the structural changes 1n
the economy. If 1 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 all those
measures hike 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 l0-rupee
notes should be demonetised. It
ghould be 100-rupee notes and above.
Demonetisation is inevitable. If the
Government does not do it today, it
will have to do it tomorraw. Without
mopping the black money in curren-
cy, transgactions cannot dtop I
spite of the cheques systern being
gm . You must have cheques for

igher transactions. They can also
be” like travellers’ cheques. I agree
with the proposal and 1 also say
that the proposal must be made o
see these things are implemented,
that payments are made only in this
way. It is necessary for mopping up
the existing curréncy in black money.
Démonetisation is inevitable. The
Government need not go about say-
ing it that they are going to demone-
tise it. Demonetisstion must be done

h all the preparations overnight
denly. Unless they do that, they
cannot mop up blafk momey
With regard to other things, I ex-

pected the Wanchod Committee to
make & T endation that there
must be a ceiling on profit. We talk

of having a ceiling on land and ur
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ban property. Why not there be a
ceiling on profits also. It 15 a Ques-
tion of mmcome, Why not fix a ceil~
mg 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
allack money will continue to be

ere.

I also agree with Dr. V.K.R.V. Rao
1n suggesing that there should be
simultaneous check-up of the safety
vaults in all the banks. Combined
with demonetisation, there should be
simultaneous check-up of all the
safely vaults of the banks, at one
stroke, all over the country.

Apart irom that, they must also
acquire properties which have been
under-assessed and under-estimated
in value. Any immmoveable property
which 14 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 Mmister has
said that Rs 6,000—7,000 crores of
additional revenuc are necded in the
next period Even as a revenue, you
have to acguire properties which are
under-asséssed.

Not only that Money is being sent
out. You must nationalise the foreign
banks. Otherwise, you cannot stop the
leakage You will have to nationalise
monopoly houses 1 expected the
Wanchoo Committee to make that
recorrmendation Unless vyou take
over the monox%)ly houses, you can-
not deal with this problem By leav-
ing them, you are aﬂowlng them to
make money, Unless you take them
ozar, the results will not be achiev-
ed.

Then, foreign trade should be
nationalised. ere should be natio-
nalisation of all essential consumer
foods factories and other such estab-
lishmerits. There should be nationali-
sation of foreign trade and also
food trade m the country. Without
these socigeconomic nges Rbout
which the Covernment bas
telking and which has been
pledge given to the people, without
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with black money, Mere administra-

tive measure will not do.

Under these circumstances, the
Government a:gm’nted this Commit-
tee and the Committee has come
out with a report. Now, while deal-
ing 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 joint 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, he
slogan of self-rellance by the year
19B0 158 becoming a big joke a moc-
kery. While we talk about Indian
conditions, the Wanchoo Committee

refers to Western conditions, The
Western conditiongs have no rela-
tionship to Indian conditions. They

have no comparison to our coum-
try. We are 300 years behind them
in the case of development. To talk
about Western conditions in relation
to India is absurd. They do not want
to cvolve an Indian way of dealing
with black money.

Whatever we try to do by way of
implementation, it has to be not
merely administrative measures but
structural changes must be brought
about in the socio-cconomic system.
Unless you brinﬁ about structural
changes, the black money cannot be
dealt with. Without dealing with
black money, you cannot bring about
the development of this coumtry or
glve ar;xfr of the ‘s problem.

aribi Hatao will be merely a slogan,
8 day-dream, if you do not bri
about structural changes and dea
with black money as it should be
dealt with.

SHRI M. K P. SALVE (Betul); Mr.
Chairman, Sir, since the Report was
published and was, theresfter, made
available to us in the early part of

. it evoked considerable in-
th the - v !oruit dealt
with & wvery 4l matter and
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various comments were made express
sing divergent shades of opinion as
was inevitable. The comments were,
as usual, inevitable, good, bad and
indifferent. They were relevant, also
irrelevant and some of them worthy
of very useful consideration to see,
to what extent, those comments could
supplement the Report, to find some
solution t{o this malaise of black
money and tax-evasion. However, if
gomeone 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 the purpose
finding out some solution to this
menacing problem of tax-evasion and
black money 1s concerned, there is
no contribution made.

Various comments were made by
Shri Jyotirmoy Bosu. Unfortunately,
he 18 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 economry, as it were. While 1
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 ures
given by Shri  Jyotirmoy Bosu,
though drawn from the Committee
Report, are not put up here in a
proper perspective. They have them-
selves relied on figures bereft of any
conviction and with tremendous re-
servations. The sysiem 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 in-
firmities owing to the -
ciency or non-availability of
reliable data. Unlesg a detail«
ed hreack-down of the total
assessed income generated
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each year 1s available, it 1s
duheult to make a scientific
study of the trend of tax-
evasion . ...

Later on, while commenting on thewr
own estimate of black moncy tran-
sactions to the tune of Rs. 7,000 crores,
the Commuttee 1tselt looks upon their
esturate with some degree of ndi-
cule. They themselves say. |

‘The money value of deals 1n-
volving black money may,
thereiore, be not less than
Rs 7000 crores for 1968-69
We would, however, hasten
to emphasise that the amount
of tax evaded income for the
year 1968-68 1s only a guess
estimate based on certamn as-
sumptions about 1t Substan-
t1al difference of opmnion ex-
ists for want of adequate
date . . .."”

Theretore, the figures must be taken
subject to these very serious himita-
tions that there was not scientific
data available, that there was no re-
hable basis for this estimate

Then 1t was said that the second
report was written under duress 1
asked hum as to what was the basis
for this type of allegation aganst a
Commuassion 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
1 written under duress, then both
the reports are not worth the paper
they were written on How does he
say that the first report 1s every-
thing and that the second report 18
nothing”? 1 submit that this type of
allegation is bereft of any restramt
and responsibility and does not help
one way or the other. eha

He has become the greatest me
pion of the cause of demonetisation,
and he draws s entire strength
from the interim report of the Com-~
mgsion. I wish had read this
report & hitle more carefully and
in detéil Then he would have realis-
ed that after the Committee had put
in sorhe more work, atter they had
called 1n some more witnesses and
had taken their evidence, after they
hag collected some more facts, they
found that demonetisation would not
be a solution to the problem they
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were trying to find a solution ta.
They have themsélves given a find-
ing to which I wish to refer. It is
a complete answer to every one who
18 ukelg to be obsessed with the
idea ot demonetisstion and run
amuck as the Mover of this motion.
They have themselves stated it. I
wish he was here. This argument,
this finding, I am inclhined to cons:-
der, was made by the Commuttee mn
anticpation of the fact that this
type of argument would be put for-
ward by people who would not be
able to properly digest the mnterim
report o1 the final report They have
said that moneyg are not available
in currency notes, the moneys have
gone n lavish consumption, they
have gone 1n jewellery, 1n gold, mn
properties, in stocks, and that it 1s
wholly wrong and erioncous to
assume that moneys are hoarded and
the moment demonetisation takes
place, we will have unearthed all
those moncys Nothing can be more
fallacious and unrealistic than this
The Commttee has given its finding
on page 8.

“In addition, we would also
like to dispel a possible 1m-
pression that the tax-evaded
income 15 all lying hoarded
which can be ceived by the
authorities, much of it has
been either converted into
assets or spent away mn con.
sumption or else in circula-
tion in undisclosed business
dealings ”

Either demonetisation could have
been recommended or this find:
could have been giyen. The two coul
not have sunultaneoule found a
place m a report which could be
considered a consistent and a ratiomal
1‘:50:1 In the light of this, one can
v come to this conclusion that,
after the interym report, they must
have reviewed the entire matter,
looked into alt the facts connected
with black money, 10 what shape or
form it 1s kept by different people,
and then come to this conclusion t
1t is not hoarded in cash, they have
said so in those terms; they have
said that they want to dispel such
an vmpression ard, therefore, they

have not recornmended demonetisa-
tion which is being so much cham-
pioned by B
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The basic difficulty about demone-
tisation which Mr. does mot
seem  to realise is this. However
anciful the idea may be, in practice
does he realise how meffective, 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
jlr‘l the houses of the film people.

hen, finally, they have said that
Rs. 7,000 crores worth of transactions
are taking place in a parallel eco-
nomy with unaccounted money. We
want to curb that paralle] 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 1s in circulation all nght,
never mind what 1s 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 Rs. 7,000 crores? It i1s 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
procesg 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 is 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-ax Department
in a position to unearth as a Ye-
sult of demonetisation? Wherever
the Department started cases when
demonetised notes came for encash-
ment, wherever cages were started
by the Income-tax Department, ‘Here
is the black money which is smx_gh't
to be converted intd new currencies’,
old currencies being regnyable, all

c

those ¢ were struck down &
N ere 'was no ev
Shove ihat Re, 10800 ‘op 50,000 which
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these people had brought was not
the money available with them.
Where is the guaraniee that this
timg' 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
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 s allright, but any one who
carries some responsibility will not
consider its worth the thought.

Coming to ceiling on cash hold-
mgs, it is an equally fanciful idea.
We canrnot be disrespectful to a legal
tender. 1 have 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 reaj] difficulty comes if you probe
intc 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. ques-
tion is whether B, the recipient,
can negotiate it or not. If he cammot
negotiate, then we have the difficul-
ties. There are not adequate banking
facilities. If you are in the remotest
corner of my constituency, for in-
stance, where to get the cheque en-
cashed? He will have difficulties in
encaghing 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 acguisition of t we
have already made the st.%m‘
fore, excepting unleashing a politi.
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Mt Bosu: had in mind while making

.. the spedch that he did today, iry-

-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
. rates. 1 entirely agree with Dr. Rao

inh 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 89.75 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 the decision that he

- tpkes is. ‘I am going to pay tax on
Rs." 3 lakhs irrespective of the rate

" of tax’. He will submit a return of

omnly 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 ke knowing what
are the highest rates, the different
rates at different slabs. The tax-eva-

- .der's psychology is not built with
yeference to high rates of taxation——
the - hichest marginal rate of taxa-
" tion-—, it s essentially built with re-

- -ferepee to what income he wants to
. pay tax on. -They are suggesting re-
‘duction in the rates: of taxation. But
ithere is an important obligation
‘which we have to.carry out. How is
‘that to be taken care of? That is the

- igbligation connected with our social
“-objectives andg -eradication of imequa-

- lities. Ending inequalities in wealth,

“opportunity and power is as much our
' *{]m?her_ as growth is. If we want to
-+ iatrest the malaise of tax evasion and
'plack money egually we want to en-

" gure that these disparitieg are brought
. 'to.an end, Now, thig question of "dis-

 “parities Has been dealt with in ame

with it in one ‘sem-

cal-attack on us, I do.not know what '

-they were saying and

to relief are those -earning R
lakhs and above. Therefore, Sir, this
‘proposal ctg’ which they are suggest- -
ing reducti

' be .completely rejected,
fore us iy this. Tn
ntence.. very “cursorily: they. have

=t thers by

- " peared befare 'tbém".' There
. statisties, no data, no original work
done in. a- report

it Ome ‘wealtl.
In theory this ‘might be ~a ..
valid 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
i 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 ons would
have an incentive to pay lis taxes,
this will ensure the objective name-
iy, of ensuring the highest return 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 7475

per cent. It is for the benefit of people
earning above Rs. 2 lakhs who wil]
get the benefit of 23 per cent. A per- .
son earning Rs. 10,000 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. 25000  gets a
benefit of 2 per cent. These people
are . all. those who - are crushed;
people getting Rs. 1,000 and Rs, 1,500

are mostly salaried people and they.

are the most crushed section among -
the tax payers. They are not én-
titled to any relief whatsoever. .
" “The only -people who. are entitled
Re: 2

1on -in rates of texation {s.
rational and it has to

thoroughly i

" The, basic difficulty which is.

whrious recomniene
are -putting , up

2 arte Do

rt .of this charscter.
We have spent lakh of rupees .of -
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it and one would have expected that
whenever they make a suggestion
they will go into 1t thoroughly.

They have suggested clubbing. At
least 1n the munute of dissent, they
have suggested clubbing and the en-
tire report 18 suggesting lLimited
clubbing. When they do 1it, one
would have wished thai they gave
gsome figures saying, as a result of
clubbing, m 5 years, what is going
to be the offtake increase of the exche-
quer Are we gomng to do this type
of clubbing just for the sake of
clubbing, or, does 1t serve any real
purpose” If it has any real purpose,
why cannot you put your idea into
something more concrete? That has
not been donc, unfortunately, and
that has not been achieved.

The Wanchoo Committee has not
stated a word about the taxation of
the companes Yesterday only 1 was
reading i1n Bombay a repori 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
reans, the real rate on the profits
1s 42 per cent 1n the year 1970-71 as
against 475 per cent in the year
1967-68. Therefore, Sir, our companies
are subject to a rate of taxation
which 1s very rational, very liberal,
RBut that s not dealt with at all,
that is not mentioned here.

Why is there evasion in companies?
They have not gone into it. This de-
partment has not done sufficient
amount of research, unfortunately,
to find out what the effective rates
of taxation are over companies as a
result of varioug deductions, various
rebates and various concessions. The
effective rates which ult:ml:tlely ct%x;ze
under companies are much less than
the r rates which we describe
genr after year in the Schedule to
he Finance Act.

17 brs. hie
About clubbing, 8Sir, thig is sug-
in the Minute of Dissent

kar and Mr. Chitale. bﬁ
d, erous

ce
this
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the lesser icome group ihan those
who are on the higher income brac~
kets. There are some calculations
made and they are startling caleu-
lations,

Apart from the reasons given by
Dr, Rao for not clubbing the mcome
for purposes of taxation with which
I entirely agree, ihis 1s my reason,
purely on the basis of taxation, as
to how the burden will fall on those
who are in lower income group and
how relief as a result of clubbing
will really go to those who are re-
ally rich,

This 13 a very crafty mamnner in
which these things are done which is
very unfortunate. May be they have
done 1t 1nadvertently not knowing
what they are writing. What they
have done 1s really unfortunate. Take
for example the case of a husband
and a wife each earing Rs. 50,000,
According to the existing rates of
taxation, if they are segarate, 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. Ran
nekar and Mr Chitale, what wi
happen 1s this Tax is levied at the
rates given by them at page 20. Then
on this Rs, 50,000 plus another Ra.
50,000, that 1s, on this Rs, one lakh,
the tax payable will be Rs. 48,575,
meaning an increase of Rs 9,475,
that 1s, 24 per cent increase, Take
the case of a husband and wife, earn-
ing Rs 5 lakhs each. Today on Rs, 5
lakhs, the tax is Rs. 4,45050; that
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,
890,100 according to the existing
rates, the tax on the two will come
to Rs. 721,325, a reduction of 18 per
cent, The richer you become cly g
does not make any difference, be-
causc 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 1t needs a sophisti~
cated and well-trained mnehina% for
doing this type of clubbing.
they any idea? Have they looked in-
to the various countries wihich have

clubbing?
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In UX. it has bex.n made optional.
Look at Canada, Australia, Sweden
etc. They have complicated methods
of clubbing it about and when they
club 1t about, they have tremendously
streamlined methods of bringing
about and ensuring that there 18 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 1t js a more homo-
geneous sort of society which is more
easily amenable to that type of pat-
}ex;ﬁ. It ig certainly not possible in
ndia.

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 apyi':eals,—-are filed
by the Department, lock, stock and
barrel, against all the orderg passed
by the Appellate Assistant Commis-
sioners of Income-tax. Persistently,
Sir, 1 have been objecting, objecting
and objecting with the Finance
Minister and with the Minister of
State and saying: Kindly check up
from the tribunalmwhet mg{ :ge
appeals you are filing aga e
orpge?r of the Appellate Assistant Com.
missioner of Income-tax, 80 to 80 per
cent appeals have been dismissed or
not.

Sir, what is the use of foisting liti-
gation on to the heads of the asses-
sees when you are only imnecessarily
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 cosis, then man
trivial and flimsy litigation cases wi
not be there, and are could under
gtand it. Unlesg this is done, it will
be irmpossible to gut an +nd to
this type of attitude om the m

a

of the Department, 'Wor, 1
realised that the uwﬁfnm of the
tax-payer to desist from avoiding
taxation can only be matched wit
the aver-unwillingness of the Depart-
ment to desist from huving the most
futile, the rhost unproductive &
the wmost inserisible tax litigation,
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SHRI MURASOLI MARAN (Mad-
ras South): The Wanchoo Commi~
ttee’s report is a strange mixed b:f
containing something for the radical-
minded people and some other things
for the richest sections of society.
Dr., V. Varadaraja Rao
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 exfert 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 Chavan'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 guote 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
still fully convinced . . .”.

~-mark the words ‘still fully con-
vinced—

“. . about the efficacy and feasi-
bility of the measures 7re-
commended in the interim
report.”

'é‘hili is th:t tf&it ex esauedty_S in &:
n. e . ]

himselfpo pointed out, the igierim
report and the final report are linked
together, But while the final repg
has been placed on the Table of ¢

b ideod by, Covermmoat o the

ment on

table of the House, but it been
placed on the Table of the ﬁww
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Shri Jyotirmoy Bosu. I do not know
what the rules of the House have
to gay in this matter. Bui if a report
contains something produced before
and if the two have some relation®
ship. then even though the rules may
not demand that both should be
placed on the Table of the House,
yei 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 creativn 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
mterim report It 1s not as though
al]l the reports given by all the com-
mittees or all the recommendations
made bv the so-called committees are
accepted by Government. Governmeni
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
themsclves to blame for making Shri
Jyotirmoy Bosu a James Bond type
hero, and 1 congratulate Shri Jyotir-
moy u on his 007—operatinng. We
all know that Government are in an
embarrassment. In my language there
ig 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 facing,

It Government themselves were
thinking in terms of introducing de-
monetisation. if at that stage, Shri
Jyotirmoy Bosu had released the in-
terim report then Shri Bosu has
spoflt a good move by disclosing this
report publicly. The guilt on the part
of the rament ig more
they have failed to a secret
{ ghoeumgwﬁt. tlm think ?ntrﬂ;::ent ngmi

e public have a right to know wha
has hapoened, Is the report placed
on the Table of the House by Shri
Jyotirmoy Bosu the real one or

t
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it a fake one? If so, why did Gov-
ernment not place the same on thg
Table of the House? I hope the hon.
Mmister will give a good explanation.

The Wanchoo Committee’'s report
1s 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 sumplifi-
cation and rationalisation of the en-
tire tax structure. But mnothing of
that sort has happened. We all know
that taxation is the principal means
of redistributing the resources. But
it 15 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 money and the causes
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 Wanchao 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
creatr 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 MURASOLI MARAN: Plesse

give me some more time. It is an im-
portant problem.

SHR1 JYOTIRMOY BOSU: T sug-
gest that this may continue on
day, berause it is a very imvortamt
diseussion. We are working for
davs a week and with no lunch

154

is After all, we are human beings, and



165 Report of

our capacity to sit for longer hours
is limited. Just think of the people
gitting 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
cenclude his speech

SHRI MURASOII 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 maoney.
Whether one makes & profit or loss,
a tax should be there on the turn.
over, and 1 think that could solve
the problem to some extent,

Strangely, as pointed out by my
hon friend, the Wanchoo Committee
have suggested that the taxation on
the highest income bracket should
be°'reduced from %75 per cent to 76
ver cent. It is very strange indeed.
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
tirre, 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
Commdittee and the Bhoothalingam
Committee. The Jatter suggested that
the minimum exemption limit for
incoghg tax should be raised Rs, 7.500.
In India there is a cry that taxation
is high. I agree it is high, for whom?

of %ur the rich or super~righ, but
for the poor and the middle income
group. If the Bhoothalingam Com-
mittee's recommendation had been
acoepted in this regard., that would
huwe brought a good result,

MR, CHATRMAN: There is one diffi-
cnlty. T will have to be strict now
swith tirre. There are many speakers
on the list. We have to finish this
business. today

SHRI PILOO MODY: The Congress
Party has exhausted its time,

SHRT MURASOLI MARAN : Give
mae three more mMiinutes,
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If that recommendation had been
accePted, at least half of the staff
employed in the income-tax depart-
ment could do more productive work
and more than 2 million assessees
will be grateful to Government. I
think Government should consider
this kind of view.

Whenever we talk of black money
operating, there 1s an impression
abroad that only the rich industrialists
or money are the culprits. It is
nct so. It extends 1o small traders,
lawyers, doctors, small entrepreneurs.

SHRI PILOO MODY: Pan-wallas.

SHRI MURASOLI MARAN: Yes,
gan-wallas. selfemployed people. Alf
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
peorle” Pan-wallas are there not only
i 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 willage. As regards those
who are the big people in the iowns,
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 millions of income earners
who do not pav tax. Let us compare
these figures witht the sales tax which
comes under the State Governments.
There the State Governments have
got the proper machinery, I think
evasion is less: arrears also should
be less if we compare them with
those of the incorne-tax department.

What I plead is that for invome-tax
assessment and ovollection, the ma-
chinery of the State Governmentis
should be made use of now

ing use of it. If Shri
Pﬂfio Mody not pay his tax, the
Collector will o. to his house on the
reauest of the income-fax department.
B ottt o ““““f“m%’

a o
machinery, It should be e use of,
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Secondly, a majer recomm endation
f the Wancnoo Committee 1> that 1n
he interest of umiormty and sta-
bility, the Leatral Goverum.nt snould
assume the power to levy and ad-
mimster tax on agricultural .ocome.

SHRI FILOO MODY Why aot the
States themselves?

SHR1 MURASOLI MALAN. We
alse agree that many industrialists
and film stars own ¢ farms and
also convert black muncy nto white
money through the.e ucvices, We do
not deny 1t But should tie Centre
take away the nght ot the States?
Now the catue India catept ‘Lamil
Naflu 1 1aled by a angle patty Even
.a Taml Nadu id.o.ogically we are
not different fLrom the iuling party
elsewhere, We never lag behind them
in socialist policies

SHRI PILOO MODY Shame on
you

SHRI MURASOLI MARAN In
this conteat wny should mot the
rulit 3 paity ask the Chie. Ministers
to put a tax on the rural rich? It
could easily have Fcen done Why did
they not do it”?

AN HON MFMDER Because 1t 18
a State subject

SHRI MURAGJVIT MARAN 1In
Tamil Nadu, we have made a begin-
mng to tax the rural rich snd we
know what followed I do not want
to go mto that controversy But we
should do some heart-searching whe-
ther we are genuinely and honestly
interested in taxing agricuitural in-
come Even if the Centre takes the
power from the States, is there any
guarantee that it will effectively use
that taxing power? Those industria-
listg and film stars who now show big
incomes from their agricultural ope-
rationg will later show huge losses
if the Centre lnk; mcome tax with
in agricultural income tax Today they
are showing profit hecause it 15 very
econvenient for them to convert black
wonev into white If tomorrow you
link the two, they will show huge
1osses.

Morveover Temil Nadu s complet-
ine the land c?:ning oneration very
soois, 1f the gress is eincere all
the Stete Governments will complete
thelr dand céllins rbopations, Then
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1 ask where will there be hig
holdings to tax? Theoretically no
land holdings will be there for the
big industrialists who take shelter
under agriculture.

Cniy a tew of the recommendations
of the Wanchoo Committee have been
highighted. Now I want to focus
attention on one of the most impoi-
tant recommendations of the Com-
mittee. It 1s on p. 129 It reads;

“We congider that the Central
Board of Direct Taxes shou'd
not be a part o the Minstry

of Finance”.
Why” They answer as follows.
“Ag it happens, the secretariat

offices function 1n an envi
ronment where they are sus-
ceptible to politica; influences,
In a democracy, the elected
representatives of the people,
no doubt, have to formulate
and shape policies mncluding
fiscal policies It would be
unfortunate, however, 1f m
excecution and implementation
of policy, there were ele-
ments of intruston and inter-
ference”

1 think this 15 the most revolutionary
suggestion made by the Comrmitiee
We know the result ¢f not following
this system Many leaders of State
Governments have become Governors
because the Government did not
follow thig suggestion. I hope this
is an epoch-making, revolutionary
suggestion will be accepted by Govr
ernment

MR CHAIRMAN: Shr1 D, D Desal

SHRI N K, SANGHI (Jalore): Two
Congress members should be called
and then an Opposition member
Otherwise, Congress membsrs wnil
not get their chance.

MR CHAIRMAN: We will finish
this business today

SHRI JYOTIRVWOY BOSU 0On a
voint of order under rule 376. The
Lst of business showg that the Housr
will rise at 6 pm. Secondly, you must
not lose sight of the fact that tofav
is Saturday, You should mot alse
forget that we have been f%
m lutz}xgh hour since Monday, %

Gg?ernmenz expect out 0"
us? Vou must make it clear.
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SHRI PILOO MODY: Let Govern»
ment cut down their legislative pro-
grmmha. Tet them cut out useless

ills which are being brought.

SHRI JYOTIRMOY BOSU: The
{hair has to function within its rights.
You cannot say that the House will
git till 5 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
Next week we are very tight in
gggedule. So we have to finish this

ay.

SHRI JYOTIRMOY BOSU: 1 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 think 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
eomposition of the Wanchoo Com-
mittee, one can say that they were
impartial people. During the debate
many references have becn made re-
garding black money and tax con-
cealments. Also the gquantum of the
black money turnover on which tax
is evaded ‘has also been referred to.
They have betn mentioned in the
Wanchoo Committee’s report.

17.26 hrs.
[Sur1 N. K. P, SaLvE in the Chairl.

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.
1000 crores as such Anyone in busi-
ness would easily know and say that
for an annual turnover of Rs. 7,000
aroves and, that if it is said that Rs.
1400 eroves is the income concenled

ch means, 20 per cent of the turn-
over is net income, and when the best
balgnae-shests do not disclose four to
fiye per cent a5 net income; the
amount requim% would not exgeed

) PO make B turpovey
of concealed lﬁals of Rs. 7,000
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The tax evaded annually has been
computed in report as Ks. 410 ercres.
T'nat appeass to be on the higher side,
because, once the total amount of
black money 15 computed at ks, 1,460
crores or Rs, 1500 crores, then we
can easily judge that over a long
period, the total amount conccalrd
15 that Rs. 1,400 crores or Rs. 15030
crores and the tax evaded wou:d he
correspondingly lowec, Further, the
basis assumed by the Wanchoo Com
mattee for computing black deals has
been that of Kaldor Here again, we
must know that the basis has since
changed. More assessees have coma
in with the 1csult that the incomes
have got distributed and so also
wealth and so also the tax habilities

Further, we observe that each time
reports are not taken in their totality,
being interlinked. An 1mpression
exists that if we accept the recom-
mendations adverse to the assessee
and reject the recommendations
favcuring the assessees, then we are
mproving the exchequer's resources
This could not be true Kaldor rim-
self has recommended about 40 «» 50
per cent as the maximum marginal
limit. We did 1ot accept that. I we
look at tax fr'm the other anzlc, to-
day, a tax assessee would put mm
cfforts, risks and so on, but be a 2}
rer cent commussion agent nf the
G~vernment of India, if he has to
pay the highest rate. As against that,
it has been mentioned that if a 75 per
cent marginal maximum tax Iimi¢
was fixed, there would not be much
of tax loss, but again one must re-
cognise that 25 per cent of whitu
money that an assescee might get
wou'd bring him year after year such
incore on it that he would make
efforts, run risks to earn and defini-
tely go in for that 25 per ceng saving
as against concealing the whnle 100
per cent. He does not tike to take the
risk of losses, and if he makes on
earning, he gains only to the extent
of 2§ per cent.

Then we come to the Tax Act itself.
Here, we find that up to 1939, we had
Todas, we ‘have 300 sections 1 the

ay. we have gections in
Taxation Act. Wﬁmﬁm oy
ek v Vel A i g Bt
be sote revision mude i1 wigtevor

“0\
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legisiation or recommendations we
make,

Then there is the question of the
total number of tax assessces. We
find thay probably there are over
three million tax assessees tuda{i;oit
is, about 3.2 mullion to 3.5 mullion:
any figure around that. But out of
that, nearly two million have
an income above Rs. 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 Rs, 10
crores as was estimated by Bhhotha-
hingam Commttee, 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
transactiong 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 medium, 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 helong?

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
can adjust their incomes but business
or industry ecannot and will up or
down their incomes. Believe me, Sir,
industry or ness can do that, make
losses aldo, and if there ig no return,
certainly indifference creeps in and
a certain amount of indifferences is
sure losg and thus a loss of tax re-
venue ¢an also take place,

< W mm%m AGARWAL

alrman, Sir,
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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 the essential virtues of the pre-
sent Government. It is well known
that the present Government will not
accept either the interim report or
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
rerroving controls and permits; ami
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 opimion. Rightly or wrong-
ly, public opinion in this country
feels that demonetisation is the only
solution to end black money. If the
Governmrent does not resort to
demonetisation, that would simply
mmply that the present Government
has got a share in black money.
Therefore, it is not a question of go-
mi inio the merits of the problem,
Whether demcnetisation 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 demronetisation 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, surely public cpinion in this
country is that demonetisation would
be the only solution for unearthing
black money.

I know the reply that the Finance
Minister gave the other day, namely,
demonetisation not be zood for
the country when there is a debate
going on in Parliament here, on
demonetisation, I do agree with it,
But it is true that the country is dé-
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%oanding demonetisation. from the
vernment, because the country is
¢onvinced that this Government has
déveloped vested interests in black
%oney. Therefore, it is not necessary
at the Government should declare
demonetisation today. Let the Govern-
ment wailt 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 ilike
to make that

emphatically
tlear,

point

We have just heard the argument
against ceiling on cash holdings ulso.
1 do not really see any reason w
we should not place a ceiling on cas
holdings.

SHRI K. R. GANESH: Black deeds.
{Interruption)

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

BHRI X. R. GANESH: I am talk-
ing about black deeds, (Interruptions)

MR. CHAIRMAN: What is it?

SHRI JYQTIRMOY BOSU: On a
ggi;xt of order under rule 376. The
. Minister just now said, loud
enoigh to be heard by some of us,
that we were taking recourse to cer-
ain tactics, What tactics ig he talk-
g about? Ig it about black money?
Iz it B. P. Goenka's patropage, t
posters? What is it about? I want
to know.

MR. CHAIRMAN: There is
point of order.

SHRI VIRFNDRA AGARWAL:
Talking about ceilings on cash hold-
ings and the national debate on the
subject, I would support the demand
of Mr. Bose that the interim report
must be published, if the Govera-
ment wants that people should ha
cénfidence in fts derency, if tRe
B I Aoy O 3

ou ve ton ]
Caovernment Y In the Py
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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
racy always functions through
ittees and commissions. But if

the reports of such commissions and
committecs are not paid full at-
tention by the Government and
they remain in the shelves of the
warious Ministries allowing to get
dust sccumulaied on them, 1 can
tell you people will start losin faith
in the democratic structure. There-
fore every possible attention need
be paid to valuable suggestions made
by the Wanchoo Committee; we must
go into the various issues, 1 know
that various dercgatory 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, mo man
of integrity would like to be asso-
ciated with any Government activity
if any derogatory remarks are made
about the inteqrity, about justness
of a man like Mr. Justice Wanchoo.
That point we must understand. We
must pay respect to the recommen-
dations that the Wanchoo commitiee
had made. Wanchoo committee had
made various estimates; we may have
difference of opinion. I know dats
is not available. But Wanchoo com-
mittee has estimated black money
a& Rs. 1,400 crores. I, know in 1865-
86 while Mr. T. T, Krishnamachari
was the Finance Minister of this
country he had told me that black
money did not exceed Rs. 1000 crores
in this country, ese are various
estimates that are being made. The
question is, while income-tax rates
have risen from 82 to 98 per oent,
thig is an incentive for tax evasion.
If the reward of tax evasion is great-
er than there is no tendency towards
declaration. A wvery high incidence
of tax puts a premium on honesty
and makes evasion profitable.

Public Adeounts Committes in its
17th ;epm said the Government
a-

adopt a-fiscal that tax

n
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Lastly, I can say that it is being
argued that the Wanchoo committee
retommendations 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. Sumilarly, I would support
what Dr. V. K. R. V. Rao has said.
Government must go into the whole
question of controls, permits and
licences It 1s equally true that the
poor 1s being burdened unnecessarily.

MR. CHAIRMAN : Please conclude.

SHRI VIRENDRA AGARWAL:1
te¢l that the common man ig 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
g0 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 . , .
{(Interruptions). Prof. Rao spoke for
fitty minutes,

MR, CHAIRMAN: It has got one
hour and 25 minutes. Dr. Rao spoke
for minutes and I spoke for 24
minutes, . Desai spoke for six
mmutes—-«makmg a total of 66 minutes.

hase are the calculations.

M. STEPHEN (Muvattu-
W) msh‘k! to speak on thig docu-

e oo e L e
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a report which could have been of 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 adventurismm Mr. Bosu de-
monstrated have done more disservice
to the country than any service
Chairman, you spoke from tlns axd
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 1 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 discussiong
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
large? 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 demonetisnﬁou g:oposn
govermment woul dolng
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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 pogsibility 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 samty, sobriety, maturity and
administrative efficiency and foresight
they showed in treating this report as
secret which considering the recom-
mendations made 1n this report,

1 entirely agree with the submussions
made here about the contents of the
report. I do not want to go into that
But I will deal with the way 1n which
our hon. friend, Shri Jyotirmoy Bosu,
handled it, He has said so many things
about the Prime Mimster I am not
bothered about it berause the Prime
Minister is tall enough to stand up to
any slander. But what did he do? Let
us look at 1t from a moral standpoint.
The document which he produced the
so-called interim report. 1s either
geénuine or not genuine. If it is ge-
nuine, then I submit 1t js 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 . , . (In‘er-
rupitions). It 1s stipulated in 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-
Yege motiony . . . (Interruptions).

By bringing this document before
the House, by repeatedly shouting
about demonetisation, by giving notice

at this matter

to the entire country
was befors the government, what has
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happened? Prices have gone up, Even
tne twenty rupee note which was re-
cently 1ssued is not seen, Persons who
have got black money have changed it
into small denomination notes and
they are 1n a safe position,

Shr1 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 mnocent 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 1s what has happened. This 1s a
very important matter. This is the
result of hig 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 mn a safe position
Though he now puts on or assumes
the 1mage 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-
t1~1 kefore concluding. Demonetisa-
tion 1s not so simple a matter, If de-
monetisation 1s 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
gcalamitous 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 was'making 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 hlack money. Apart from
that, our socio-ecanomic fahric hag to
te changed. That is the only snswer
to combat black momey. This sort of
:’imt;;icks have to be 1&1;&? up- ’i:mf

o the government stens
and Tk a Mty oo to b e



! gtealing took place from the archives
¢ the government, That inquiry has

[
to be instituted. With these words, 1
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 has actually
stated that it 13 Shrt Jyotirmoy Bosu
who is responsible for the circulation
of the black money in this country
and that he, lis leader and his party,
are totally absolved from all res-
ponsibility for having brought about
and created this black money in the
last 20 yvars or more The Congruss
Party has been fooling the people
all these years bv saying that they
are anxious to eradicate black money
1 charge this Government of the niost
blatant hypocrisy every time they
mention they are interested m eradi-
cating black money because they are
just not interested m cradicating it
They have from time to time breusht
experts, mnstituted comrmittees, called
upon commissions to examine the
question

The question of cradicating black-
money requires no examination, re-
quires no study, but a modicum of
commonsense which I cannot possi-
bly credit this Government with. If
1 had been asked ten years ago to

ive on two type-written sheets how

lack monev can be eradicated, I
avould have given them the same con-
clusion which thevy have arrived at
after having gone through all these
{ortuous processes of consulting ex-
perts, committees and commissions

Thev appointed a commuttee. by
all r-ans, bv all methods the most
unexceptional committee consistng
of Justice Wanchoo and many others,
£xperts in their own fields. and that
committee with sreat pains, with
grest care, with great effort sought
to find out how this blackmoney has
g??ulatw and how it can be

1152 bes.
. - S X N. Trwasz in the Chair).

/ Wanchov Committee
’ ugﬁuuﬁew published,  what
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happened? The Young Turks of the
Congress Party, I do not kmnw
whether they were led or misled hy
Shr1 Salve himself, started casting
derogatory remarks against the
Wanchoo Committee Repori-—at one
time Shri Salve himself got up and
said that this 1eport coulcf have been
written by the Swatantra Party, as
if this was the greatest smesr that
he could put on the Wanchoo Com~
mrittee Report. After all, if the
Government were anxious to produce
a report which reflected their owm
thinking, I do not see why they did
not appomt a committee or come
mission consisting of Shri han
Kumaramangalam as its Chalrman,
Shr K. R. Ganesh, Shri Raghunatha
Reddy, Shr; S. M Banerjee, Shri
Chandrajeet Yadhav and Shri N.XK.P.
S;ilve so that he could point out all
the loopholes in the suggestions that
they made

SHRI KX R GANESH- That Cum-
mittee would not be complete with-
out an agency I hope he will pto-
wide that agency.

SHRI PILOO MODY. I do not know
how I can possibl¥ 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
1o bottom 1n order of priority and pro-
tacol Do not give me any nonsense
ahout agencies It is all in his mind.

Coming back to the Committee, 1t
was an honest Committee consisting
of decent people mn thig country who
were entrusted with a decent job of
work to do and who have done a dev
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 1956,
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
hlack nomey in this country. But this
Government could not, cannot andl is
not willing to accept any rational sug-
gestion which will eradicate tiack
money from this country. For shvious

PEVEN
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- reasons, which we understand only
well, not a single one of them
would have been elected 10 this House
but for the fact that black money is
available to them from morning, noon
and night, year in and vear out, day
m and day out. None of them would
have been here . .. (Interruptions).

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

MR. CHAIRMAN. Mr. Piloo Mody,
you 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 getls
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
allezation 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.

SHR] X R. GANESH. It
somebody called you this
ruptrons),

SHRI 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)

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

Mr. Pilon Mody has made certain
remarks—Y will hot use the word
‘alleration’which cast an aspersion
%vw:én ;:Ithws nft this %;:non{abtlg

) is derogatory not only
the honourable House but also {9 the

is time
(Inter-
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Members to say that but for blaek
money, they would not have been able
ic come to this House, This is a repre-~
sentative form of Government. We
have been elected by the people un-
less he goes io 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 devogatory to the House and to
the Members must be ¢xpunged from
the records

SHRI PILOO MODY: Never.

SHRI R D BHANDARE. Have 1
made the point clear?” He says, but
for the black money, we wonuld not
have been elected to this House This
15 derogatory to the House and to
the Members OQurs 15 a parhament.
ary democracy Under the Constitu-
tion, we have becn elected by the
people. These remarks should be ex-
punged

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

18 hrs.

MR. CHAIRMAN: 1 will look into
the records There is one thing. It
is not in very, good taste, what you
have said about your colleagugcs or
the Congress Benches sitting here...
{Interruptions)

SHRI R D. BRANDARE: I have
made & point Gfi nrde;iago% h&ve n:‘n?;
ive r ruling. a
Er:ad:: g:u ubs:rvatlnn that it is not
befitting the hon Member

her o
hat, The . Membet
Ml}ﬂmw“”é”m;‘%emm
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the help of black momey. That is
derogatory to the Members and the
Houge. refore, it ought to he ex-
punged.

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

SHRI R. D. BHANDARE: Aftcr
looking into the records, 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, 1t docs not say ahout derogatory
remark. I am most disappointed.

SHRI PILOO MODY, Sir, to the
best of my knowledge, I have not said
anythiag that is unparliamentary and
requires to be expunged I have not
been clected to the House of the
People, to the Indian Parbament,
only to say things that this Govern-
ment would hike to hear or to flatter
my colleagues as far as the House
yg concerned. If he wants my flattery,
he will have to come out in the
Lobby or in 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 1s what
I feel has been happen in the
country, it is my birth-right to be
able to say it in the Parliament of
this country, If 1t is unparliamen-
{ary according to the rules, by all
means, expunge it. I certainly wiil
not be a party to any expunging of
what I have said so far. What 1
might say in future is subject to
your ruling, Sir,

I was talking about the various
cormnmittees and commissions that
have bepen appointed from time {0
time, first idor, ihen the Bhoo-
t‘hliugm Committee Report, now
the Wanchoo Commiitee Report.
)
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would like to make one very per-
tinent objection on the pememtg:
of highest taxation slab that
Wanchoo Committee recommend,
that 1s, of 75 per cent. This is very
pertinent to note that mn 1656 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 15 indeed strange
that within 15 years, we have been
so brain-washed, $0 completeelg
frightencd, so corrpletely inject
with fear m our minds an({ thinking
that 1t 1s with the greatest hesitd~
tion that the Wanchoo Commitiee
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 7 per cent
1s 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 1illustrate the
sor{ of propaganda offensive, the
of bramn-washing, that the enlire
counity 1s going tkrough so that even
dispassionate advice tends at times
to be somewhat hesitant.

Prof. Rao made several, rather
interesting suggestions,

SHRI JYOTIRMOY BOSU: Where
1s 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 payment
shall not be made in cash that is
worth considering. It is a very good
1dea Nobody likes to make payment
in cash, I mysclf have very often.
been inconvenienced by the fact
that I did not have enough ¢
with me: I had to carry so much cash
with me in order to make & particu»
lar purchase which I could not make
by cheque or any other docu
that it had made me uncomfortable,
Therefore, 1 tbhyi_nk iﬁxa}f :{gsr:e ag:lethod
is necessary whic!
transactions take place in cash. Uti~
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fortunstely this carmot be done by
legislation. Unfortunately the Fro-
fessor being highly technical had
gohe beyond himself. What shouid

be is that the banking system
be made better as in European
£o! or in America. You do

not have wery serious difficulties mn
encaghing cheques there, und 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
shoriage of banks and thew bran-
ches, But it is a very good idea.

Then another suggestion which Dr.
V. K. R. V. Rao has made, which is
excellent fromt 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, 1
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 dplace in the open and not in
a ¢landestine fashion where nobody
knowg what the relevant details of
the contracts are. Even about the
systemy that the Government has
started of publishing people's in-
comes etc., at t 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, 1 think
it is a very good 1dea. 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 abnut the law; the
law must be such that people like
to obey it. Afier all, the way the
tax structure is at present fixed, no

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

T have said this once before. All
Ahier 05 youns of Tndebendonce oo g
years ce as @
ﬂlue%t our soclety m value of
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being r, With the lemguage tussle
and thgmeducationaletu:i tg:t have

been going or, we have now added
another dimension to the values that
we have created for our couniry-—
the value of being ignorant—so that
if you are poor and ignorant, wyou
can inhenit thus country, But if you
are hard-working, if you are talent-
ed, if you have skill, if you have
entreprencurship, if you have any
capacity, this country i1s no it place
for you to live in. These are the
values that we have created after
25 years of self-government.

When I hear discussions on Bills,
reporis and Commissions, all the
time evaging the basic issues and
going round and round on the peri-
pherv, 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 1s
to clean up society, and whon 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 iy, with these words that I re-
qurst that Goverment accept the
Wanchoo Committee report in toto
if it is serious about eradicating
black money, and fiddle with it if
it 1s not

18.10 hry
BUSINBSS ADVISORY COM-
MITTEE

SixTeENTRE REPORT

SHRI R, V. BADE (Khargone):
Sir, I beg to present the Sixteenth Re-
po“rt'z of the Business Advisory Com-
mittee

e

MOTION RE FINAL REPORT OF
THE DIRECT TAXES ENQUIRY
COMMITTEE~—contd,

SHRI N, K SANGHI (Jalore):
Sir, today we are discussing a very
serious matter. We are consi
the final report of the Direct Taxes
Enquiry Committee which was laid
o Tabie of the House on the 20th

arsh, , 3 @& wery impor
subiect. The whole House is
ed over thiz matier and every 8



