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STATEMENT RE: COMPULSORY
-DEPOSIT SCHEME (INCOME?TAX
PAYERS) ORDINANCE, 1974

‘THE MINISTEB oF ELNA.NCE
‘(SHRI YESHWANTRAO CHAVAN):
T beg to lay on the Table an expla-
‘natory statement (Hindi ang English
‘versions) giving reasons for immediate
legislation by the Compulsory Deposit
.Scheme (Income-tax Payers) Ordi-
‘nance, 1974, as required under rule
“71(1) of the Rules of Procedure and
«Conduct of Business in Lok Sabha.

‘16,09 hrs.

MATTER UNDER RULE 3%

"REPORTED UNEARTHING OF STEE’ SCAN-
-DiLs AND SHOW CaUSE NOTICE oON
Bocus FACTORY OWNERS

SHRi K. S. CHAVDA (Patan):
Su‘, under Rule 377 I want to raise a
matter of public importance, namely,
unearthmg of steel scandais and con-
sequent issue of show-cause notice by
.Iron and Steel Controller cn 360 bogus
factory owners who have been issued
quotas of steél worth about Rs. 50
crﬁreq ‘ovér the last severdl years.
Thése 360 bogus actoty-owhers are
-spread over Puitjab, Harydna, Huma-
chal Pradesh, Jammi and = Kastimit
-and Delhi have been recéiving quotes
of 38 million tdpnes of stesl worth
R&. 50 crores for sevefal years and
- this scandal was unearthed by Shri
"M. C. Tandon, regional Controller of
Iron and Steel, New Delhi and he has
issued show-Caté no6tieé.  én these
bogus factories bist these factories are
still receiving the quota of steel This
is a matter of very urgent importance
for the public, and T réquést that the
hon. Minister may make a statement

- on this matter as early-as pasible.
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16.11 hrs.
FINANCE (No. 2) BILL, 1974—contd.

TEE DEPUTY-SPEAKER: Now,
we resume further consideration of the -
following motion moved by Shri
Yeshwantrao Chavan on the 7th
August, namely: —

“That the Bill further to amend
the Income-tax Act, 1961 and the
Central Excises and Salt Act, 1944,
be taken into consideraiion.”.

Shri Ram Hedaoo was on his legs
on the last occasion. Is he there now?
I find that he is not there. So, Shri
Kartik Oraon.

THE MINISTER OF PARLIAMEN-
TARY AFFAIRS (SHRI K. RAGHU
RAMAIAH): Before the hon. Mem-
ber starts his speech, may I say this
for the information of theé House that
the hon. Finance Minister wculd reply
to the general discussion at five
O’clock because by that time the time
allotted for the general discussion’
would be over? He wil! reply at 5
P-M. today.

SHRI KARTIK -ORAON (Lohar:
Daga): Mr Deputy-Speaker, Sir I
rise to support this Finadce (No. 2}
Bill introduced by the hen. Mintster.

Our country is passing through a
critical period, and the hon. Minister
could not have done anything  beiter
than that. This is the minimum that
could havé been done. The question
hasg often been Trdised about the
manner in which the moneys ° which
would be raised by the taxes would
be spent. It is said ‘unspent, unesti-
mated and unduclosed' The answer
ia-veiy/ drhple. ‘I am afraid tHat a
discussion on ‘thls shodld n6t have
arisen at all because we know that a
latormoneyhssbeenspentinregard
td the law an¥l ordet situation 1 Bita¥
In the Bihar agitations, Rs. 22 ciores
Has already been spent within five
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menths, and at this rate we can well -

imagine that it may go up to Rs. 55
«<rores in a whole year.

16.12 hrs.

[SERt IsHAQ SAMBHALI in the Chair]
If this- situation were to extend
throghout the country, even if we put
the figure at Rs 35 crores, it would
come to abcut ten times this, that is,
abeut Rs. 300 crores. According to
that calculation, an amount of Rs. 405
.crores woulq have been thé minimum.
If the Opposition parties want to
create agitations, indulge in ricting
.and other things, then we may add a
factor of safety of half and it would
«come to about Rs 600 crores ‘minimum
‘Therefore, if the hon. Minister has
‘brought forward a taxation proposal
for Rs 232 crores, that is the best that
could have been done in the circum-
stances. You may call it by i ny name

you like. But a budget can always be
defined according to the Oxford Dic-
tionary as follows;

“A statement of probable revenue
or expenditure for the ensuing
year with financial proposals,
fouinded ‘thereon, annually submit-
ted by the Chancellor of Exche-
quer...."

——in" our case;

“Minister— '

“..::dor- the - appmal of
Heuse of Commons™. .

by the

the

in our case. 4ot the approval of
the Lok Sabha—

“sometimés: put fof the conditions

‘of- the national- fihanve as ‘thus dis<-

close; ‘aleo for the financial mea=
ssusrses proposed; heme any dnalo-
gous statement; estimiate or pro-
posal.”,

T really pity' the plight of the Finance

‘Minister, whom I wolild récken as’

+the Chief- Engineét = (Desighs) for
Danws.. He is dedignihg a huge dam
‘with a very big catchemient srea and
with plenty of water in the dam.

financé
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But there are a number of pill,ways,
some known and others unknown
threatening the safety and strength
of the dam itself. Under such cir-
cumstances, I really pity the fate of
the Finahce Minister, because he has
come forward with the minimum tax
proposal of Rs. 232 crores, Therefore,
I feel that this taxation proposal has
been in the right direction.

I have seen that on many occa-
sion$ it has been said that coal and
other indusiries ara making geod
progress. But I would like to say
that if only the public sector in our
country would have done very well,
this question of taxation proposals
would not at all have been neces-
caly. Today, we have invested in
the public sector about Rs. 38324
crores. If we would have got 10 per
cent return on the capital outlay a3
reasonable dividend after three years
of going. into production it would
have given us about Rs. 3,832 erores.
Unfortunately, in our country, how-
ever; the concept of profit has com-
pletely changed. Suppose some con-

cern is running at ¢ loss of say’
Rs, 18 crores. Bup if it stistains
a loss of Rs. 1595 crores. Then
they feckoh it as a profit. This

is a very dangeéfous concept for our
courttry:: We aré not able to bring
the public sector into profitability.
They are sinking. Still we are gov-
erneg by the opfimismi.  ‘Optimism
means the madness of maintaining
that - everythirg -is dll right when
evetything ‘js:Wwrong. I do not think
we can afford to- go on like this.

As regards our coal also, which is
very essential for the power deve-
lopment of our country, we are not
doing very well: :Unfortundtely we
have been gding from bad to worse.
Even:some of these big Five-Year .
Plans have not beén gble to- givé
anything. OtHerwise, thes¢ taxation
proposals would not have been neces-
lary -

T 'am very sorrvy .to have to say
that th. Winance Minister has rather
comrnletely cmitted tte question of
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the welfare of the Scheduld Castes
and Scheduled Tribes. Whereas he
has done so much in other direc~
tions, he is conspicuously silent on
this question, Probably he thinks so
much has been done for their wel-
fare that it is not necessary to do
anything any longer. I would have
expected the Finance Minister to
come forward with a proposal for
the development of the backward
areas; for the constitution of a Cen.
tral Board for the Backward Areas,
to which he would allocate certain
funds so that all over the country
the backward areas, the hill areas,
tribal areas and so on would have
some chance of development.

Now I would like to invite your
attention to.the fact that our coun-
try is a country of paradoxes, There
is plenty of money and food. Still
there is shortage. This is a psycho-
logical shortage. If the Finance Min-
istry can lay hands on the various
sources of '‘money, they can get crores
and crores of rupees. For instance,
take black money, tax evasion and
tax arrears. We have been hearing
for the last so many years about
them. There has been the Wanchéo
Committee, this committee and that
committee. But in fact, blatk ‘money
has come to stay as a system in our
society. It has become a scourge of
patronage. Everybody is some way or
other involved in black’ money except

the Scheduled Castes and Scheduled °

Tribes and the downtrodden. H
some .people are very honést and
would like to be on the right side of
law. they are penalised and are unne-
cesvarily dragged

I would like to summarise the
ways by whi¢ch we could bring out
money.” First, there is the question
of black money and its dimensions.
There ‘~re many wavs of calculating
it. 1 nave gone through the Wan-
chao Committee Report. After doins
20. 1 find there gre manv wavs of.
salculating black monev. from the
4gures available, by trial and errcr,

"against these people.

. stock and barrel within

.. number

~gested that the credit facilitiez
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oy peérmutation and combination, by
regressive technique etc. by means.
of this, one would get not less than
s. 20,500 crores,

Then there is leakage of foreign-
+Xchange arising out of illegal trans-
actions, over-invoicing and under-
invoicing. In the ascending order
from Rs. 240 crores in 1969-70, we
can get not less than Rs. 1500 crores.

Then there is the public sector, to
which 1 have already referred.. We
have spent Rs. 38,324 crores on it.
By a reasonable calculation 10 per
cent of the capifal outlay on the
reasonable dividend after years of
going into production, should give us.
not less than Rs. 3,838 crores.

All this would mean that we could
be in possession of Rs. 25,832 crores.
This is the position. We have got so
much money, but we cannot take it

_out,

The Wanchopo Comrmittee has sug-
gested a number of methods by which
black money could be taken out. In
the first place, they say there should.
be rousing of public opinion against
those people dealing in black money
Those people who have black money
should not be allowed to enjoy-
social status. They should not be
given government patronage. There
should pe a social climate created
They have-
suggested another method of ostraci-
sing such groups of the people by the-
society who are indulging in black
‘money. They are murderers becau.se
by the actions of these people, mil-
lions of people are starving in our
country. If I had the authority, I
would have sent them away lock,
24 hours.:
Unless this is done, you cannot stop-
.black money. You may have.  any’
of committees but black:
money will go on multiplying:

The Wanchoo: Committee has sug- -
to-
tax evaders must be stopped. pne.of’
the effective methods of preventing tax-
evasion would be to choke the flow~



=4
of finance to tax evaders by denying
-them credit facilities from banks. If
this is done, it would teach them a
lesson and once for all they would
be set right, I do not know why this
:has not been done,

Then the Wanchoo Committee has
suggested that section 277 of the
Inocme-tax Act of 1961 should be
widened on the lines of the East
.African Income-tax (Management)
AAct, 1958. In the United States of
-America, tax offenceg committed with
-criminal intent are treated as felony
under section 7201 of the Internal
Revenue Code which reads thus:

“Any person  who wilfully
.attempts in any manner to evade
«or defeat any tax imposed by this
‘title or the payment thereof shall,
‘in addition to other penalties pro-
vided by law, be guilty of a felony
‘and upon conviction thereof, shall
‘be fined not 'more than 10,000 dol-
lars or imprisoned not more than
5 years or both, togéther with the
cost of prosecution.”

T do not know if this recommendation
of Wanchoo Committee has been
accepted. Evidently this i much
wider than our section 277 and by
‘this we can unearth black money.
“This should go a long way in bring-
‘ing about a social change in our
-country, which has so far only
remained a slogan. It should no
Jonger remain a ‘slogan. Every time
we cannot talk about socialism with-
out doing anything.

I want to draw the attention of the
‘House to some anomalies in our eco-
nomic gystem. One is the payment o
bonus of 8-1/3 per cent without pro-
fit. Nowhere else in .the.world is
there any such provision for payment
of bonus without profit. While other
people are starving you ,give boenus
to a few without work or without
profit. . Then, thepe is income-tax
exemption given to scheduled tribes
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in Part A and Part B of the sixth
schedule, ie. to scheduled tribes in
the eastern region—Manipur, Tripura
and Nagaland, under section ‘10(26)
of the Income-tax Act, 1961. If at
all, there is any such exemption, it
should be uniformly applicable to
all scheduleq tribeg throughout the
country.  Article 386(25) of the
Constitution is applicable uniformly
to all the scheduleq tribes through-
out the country. Therefore, I would
suggest that this is another strange
thing that is happening which should
be removed.

Another anomaly in our country is
that the opposition parties have got
a strange concept, which they must
change. Now they think that it is
their duty to OPpose any measure
brought forwarg by Government, no
matter whether it ig right or wrong.
They must change this concept.
Whenever the Government come for-
ward with a reasonable measure,
they must support it. That is their
duty as Members of Parliament. In
fact, many times what happens “is
that when Government come forward
with good and reasonable ‘measures,
they oppose it. I have seen discus-
sion going on for hours and hours, all
unproductive discussion, the result
being zero. Because the time of the
House is spent on unproductive dis-
cussion, we do not get enough time
to consider either the flood situation
in the country or the atrocities com-
mitted on the Scheduleq Castes and
Tribes

In this House there has bcen some
discussion oh what is going on in
Bihar. In this House we have got
the right to speak anything we like:
Nobedy can question us. Fortunately,
you ‘are in the Chair and you are not
cutting shott-my time. But suppose
somebody else is in the Chair.. © He
will not interfere if-g big leader
~p=aks, but if- I speak for a longer
time he will ask me to sit down. This
-should not happen. ) )
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In Bihar when Shri Karpuri

Thakur .wag the Chief Minister -he
btrought a degree. 1 could not under-
stand in the first place, which used
to be called PWE. As a result of
that degree, our poor boys could not
compete for the -Central/Act India
examinations for IAS, IPS etc. Only
rich students who got convent educa-
tion could compete.

Even though there is acute unem-
ployment in Bihar, the public under-
takings situated in Bihar deny job
opportunities to the local people,

Coming to Shri Jayaprakash Nara-
yan, he is a very big leader, a
reputed leader. He has a right to
discuss everything fully and -freely
in the public. I agree hundred per
cent that it is the right of every
citizen like Shri Jayaprakash Nara-
yan to discuss public affairs fully and
freely. But such discussion should
not be directed towards incitement to
violence. Now violence is erupting
everywhere and it will increase if
people follow the advice of Shri Jaya-
prakash Narayan. What is happen-
ing in Bihar is that big people ean 4
anything, they can create violence
and go scot free. Only the poor
people always get into trouble. This
system ‘must change and all people
shomid be treated alike in the eyes
of law.  Bhri Jayaprakash Narain is
no longer a Sarvodaya leader but is
now the leader of leaders of all the
opoosition parties in the eountry. But
I know very wel] that he has changed
the path of Sarvodaya. Therefore. 1
say it is a question of violence.

1 would like to say one thing here.
When there was some talk sbout Mr.
Jayaprakash ~Narfayan, somebody
brought: » fictitloug or anonymous
letter to the effect that there was 'a
threat to the life of Mr. Jayaprakash
Narayan. When he viaited Ranchi on
the 30th June, one car BRQ 127 wae
‘loaded with armed poondes snd thev
w:nted to shoot me desd on that day.

1 want to sugaest that #he conce‘pi
of Opposition must change. The con-
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cept of Opposition should not be to
oppose anything coming from the
ruling party, right or wrong. They
have been wasting eur time. This
Parliament has become something.
like a fish market. This should be
stopped.. .

SHRI S. M. BANERJEE (Kanpur):
On a point of order, Sir. I do agree
that it is just like a fish market, But.
it is net a fish market. The hon.
Member has gaid that this House has
been converted into a fish market.
This expression should either be
expunged or he should withdraw it
As long a5 we are the Members of
this august House—the people do say
it—let us not say that this House has
been reduced to a fish market.

TN A AT o aST TEgw A v
Al T A WY 7 g W o
g AT THT R & T § ?
SHRI KARTIK ORAON: 1 did say
it. But there are other parties who

say anything they like and that is
carried.

T ST T W 5T WL
] oaw W g7
SHRI KARTIK ORAON: I do no!

mean to wound the feelings of any-
body...

o wwrafy SPNY  FWALRT A
TR A foq wvww = e fear
g wymsTn fme g ?

sit wifew s : § fagpr v

g

awwf AECT WA N W
ity g AR

SHRI KARTIK ORAON: With

these worda, I suppert the Finance
Bill No. 2 and pnytouod,“bhrnod
et our eountry awake.”
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Tl wfwdn qdw (s
Y7 wEH, Tg FSFTTTNN T F
TR 9T aga ST FE Fwr Hwws )
| oG W T g F A AT ;A
Homm F Y Ty F A AR AT
Foex sm o 12 &)
10 gNT FAOT G ® 5T A, 97
&N A 132.38 FIT FI4 F HT A
g% gaar Mo gwT & AT S
FT AN F Moy F T | TAfREw
Sresza 7T 300 FAT ®W F &%
FAE T H A A B e
ML IWA 900 FTAT A F3 T |
T FAT 1400FAT B T | T
T FI|T T 9% g AT E—TEy
TR & g | WS At @
g1 g, W, A, Foen, e
FTJA, HAKST T JT T NS W
st ¥ T freet § 1 e e
I @R F Ao 0 2, WA
TN Y AT P AR E | AT T T
T §, afew = S gFmnht e
T et | FeT IE AT A @Y
e ol folw W ¢, foon wife-
T fRw s § 1 e fe wfe-
I@ FH A AT A ST 3, Fhew wi
A g1 fafrex fodwl & wwar § W
s fafeet @ fw a9 § @ 3B
7 @ % A G f @ oA e
i1 T wifees w1, frldwr sy
® wrwEw & ! T dar fewi-
@l =% AN T | - I
1 waaw uwd ffrec Al T @
ferifedt 9T a¥ = N B TE@
Y o, Sfiver frfiree T 6 o WX
im#ﬁtﬁmﬁﬁﬁﬁmn
a1 e wTE e S W e
¢ fafrT w1 A qur e
£, Sre AT STOR v W S
wret § P wifeesr a1 fafre ®t

A T ¥

Bil
5T ¥ wifew owT qEat § WX mfea
IRAM AT g —A W F  faw

HT &G FTC T TR Fyat arfaa

$?

T § w1 Y ® g7 g
qgwrtra'tqqs FHTa g~ TR
Fa——{amr wiieF & & | mﬁ
T Y e 8, i e g
ga fedfdRt 1 wrw ma, oF fide
“sem qfe” w1 Y R aR T g
& 1 =9 TrFET & Y A fea e frwrad
§ dfpr ~feas wmer aes
TS ¥ W Wy ¥ NewE fewe
7t frerd, TeE deX &t At fae,
Y Y agw A g1 G E )

AT O WS F T g9 @A
21 ot 3w o F aee Wi g,
B wex frafar g F—ierm @i
FOF AN R TF I &I
=F T o oF wfgewm wr & @
SH T F IEaT WK K ¥ @
T BT FT TF ¥ e far ) ww
3% Afgwr ¥ W) F=ET @ WA oA
Tt & Y Ak IR e s
T IE W AT FT O HIT I
%t 9% w7 g & g feor- ag
T que wrET FT g ¢ |

o feeeht & w1 ) @ E—w-
WO grdew A ® § Ao
76 fageart @« g9 ¥ AW, oW
wfe waw & qrer , wifEw w6 Tghe-
for T efgmw fad & a3
eI 9T Qwr €5 W AT e
mﬁﬁr foar 8, SRR aw W @
&, T ¥ kP v R g, it
Xy EFW A TR, WAy ¥ W
AT geizE & A, T 6T
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w@ﬂﬁilﬁrmm&meﬂgﬁ}
4, | it W mw@rg Afa
A% R AfF w0 D7 F A qGY
T qwdr &

Tome 9X srow a< & JfEe
WO G FLAGT AT | T AL T ACH
AT AT §, TG 7 T qrAL I 7AqA
A FET AEY | T T HT F A
AT | BN ghy qOH qIA Y AgA
37 grag 7% 3§ ¥ s Frwar, afe
g3 £ (w3 A arelt A o F fog
ff 1 Far qrt F fog e A & A
) ST aFA 4, gEd FET Ag) ae
aFdr 9 | qqq F AT 9 DTy
A g AL ww v I@ A AG
FRT &

B9 A 5T IAH g gAY AUA
w0 AE A 4 IfET FB PR AW
- 9 5 A8 5=y 1w et A
T F % T g § wow ¥ g e 1
-39 F T dar e &0

T AT (T Fi A6 6T
% e wemR 9 feen ? 8z
AT ¥ 60 T@ WA FT A Fw L
fyara (waa «&0 Gur wr & 1 T
el ¥ AmrETr W Amg g Oow
AT gfoE AEE W TRE g onAT |
BT 7Y 9, W (i Y Y &Te 7 v
= Ffew R 0w B @A
ia‘&a;aw&arﬁ w1 o g0,
ST €H. Eﬁqmmwfmf =
TR |

mtrc"waﬂ trv;umé%%
-mﬁmﬁm’fa@t%lﬁ'«%mm
sﬁ ﬁr‘tmgm qu@wﬁ
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§ 1 o AR EeTah § 0 feh
A ATAT & TF TR ;G T
et W agma § ST ww & I
arﬂmta?ﬁa%%rmawrt a1 faw
a‘tgiﬂsr{wa Eaqd I 9T Faar
Y @ gAT ! AEE W AT
HI FT7 W @F fell, TR &9
F gAT ¥ &g 03¢, fom Y @A aF
@ gak frawr @qi gm ? @
AR THRATHT &1 g § | WK
A o F 9 fewrs W qicew
Wt ¥ AN Y A TIAT TAT A A&,
& i st Tawc g § g fag
o AN § gw dur @ d6r w
Afpr =T StEC A AT 5, wg G A
HHAT | TS F Al WIL 919 & S
qgar § |

HWA 4T gAY fauT SEE fAg
g7 |

_SHRI SHYAM SUNDER MOHA-
PATRA (Balasore): I am grateful to
you for having given me the opport-
unity to speak on ‘the Finance Bill.

When we are discussing the Finance
Bill to-day, I regret to say that the
'whole--of north Orissa is-in the grip
of floods as also large parts of the
District of Cuttack., We have been

‘consistently  fighting here how to

canirol the floods and how to save
the land from drought. But, unfor-
tunately, year after year, this cala-
mity ravages :the State of Orissa.
Year after. year the. Government of
India gives some grants in aid but of
no avail,

I ham st - opne -ACTOSS -an answer
to a questxon wherein I had asked:

“whether any: major-river valley
projects of Orissa have been includ-
 ed in e Fitth Plan ah& if $o, tha
. feature.thergof.”



“The answer is: "

“The State Government has not
proposeq to take up or inclusion of
.any major irrigation projects in
“the Fifth Plan.”

Mr, Chairman, unless we try te con-

.grol the floods in the Subarnarekha .

_river in the North Orissa and unless
.we build the Bhimkund Dam over
‘the river Brahmini or to some extfent
«control the floods over the Vaitrani
by some project, there cannot be any
wontrol of floods in Orissa. After the
Hirakud ..project, there is no river
-valley project undertaken in Orissa
-worth the name either to control the
“floods in the upper reaches or to take
‘the water through the canals to
firrigate the lands This is the fate
of Orissa for the last 15—20 years and
‘we have been demanding a - flood
‘control project or some such river
-valley project in the North Orissa
and also in the middle of Orissa. T
-will urge upon the Finance Minister
“to kindly consider the fact that unless
-there is enough flood protection mea-
sure to control the erratic rivers of
-Orissa, there will be no end to the
-misery of the people of Orissa.

“While so cspeaking—you have
given only three minutes time—I
- -would urge upon the Government of
‘India to consider the fertiliser plant
-at Paradeep which is in the process
now and also to see that a cement
‘factory is set up at Sunki for which
-the Government of Orissa has sent
a proposal and also see that the
Ferro-Vanadium plant is also set
up in Orissa. Unless these things are
<taken up the regional imbalance will
not vanish. Now, here is a book
-published by the National Council of
‘Applied Economic Research where it
is said that there is an _appalling
‘poverty in some backward sections
of the population of Orissa which i3
caused by the fact that 20-26 peT
.cent of the rural population in the
‘State belongs to the groun whose
-monthly expenditure amounted to a
1724 LS—12. )

" particularly
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maximum of.Rs, 8. This js the fate
of the people of Orissa.- Gandhiji
used to say that the people of Orissa
are the poorest people in the whole
country.

Our Prime Minister Mrs.: Indira
Gandhi has said times without num-
ber that Orissa is probably the poorest
of the States in India.

Therefore, what 1 submit is that
priority consideration should be given
to this backward State, in regard te
flood-control measures,
lift irrigation system, etc., so that we
can eradicate this calamity of flood
and drought which is coming on the
peobple of Orissa year after year.

At afefar §aat (fegd
1gTa) c garafq S, F g &
Hq&r S g1<T = 3% fa fgaw Wy
g 3@ g@ & =g fdew
qigm g 0 fale afeli F g’
a@d T wE AT T FTl T T8 =W
ars qEna R d feeq 9ad & wiasm
s A g Agd ofi F g a@ o<
NfF 3 @1 F HFR Fg w
HYAIf 5 wveAg #ogug T @R
agi frafa wgug g Al zad am
o fqaT & =TT AT 990 g, qTEA
AT # g Gaad o 7 ag o
iR ffET g fFewr 7 59 95
I ITT EERE A Qwd & fa6g
FUAT? IF4T A7 fiforq @1 & Fwa
sgdi wE §—z aTd) #Y Fa7 fa0uy
ToT & AR T S 927 9@ F wiawar-
feaget s feu. & gawarg a7 w6
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THE MINISTER OF FINAN .
(SHRI YESWANTRAO CHAVAN):
Mr. Deputy-Speaker, sir, I am glad
that the debate on" the secpnd Fmanct
Bill has revealed a fairly genera
appreciation of the underlyipg prin-
ciples of the tax proposals. As 1
listened to the debate, four issues
seemed to be uppermost in the minds
of those who took part in the deba.te.
These issues were: (1) The necessity
for a second Finance Bill, (2) The
likely impart of the tax proposals, 3)
What are we doing about black money,
and (4) Will these measures help t:o
control the inflation? 1 .shall Priefly
deal with each of these issues.

i i X

regards deficit financing, 1

th‘A:{ thatgthere is widespread agree
o well &8

he House as
financing must ::
reduced drasticany as par’; affM o
anti-inflationary policy Se;: S
bers like Shri Shyamanar dn tisne?
Shri Virendra Agarwal an B

ers from my vee
:{':o had referred to }he n:ne;iintgo vt
duce reliance on eficit ﬁnwth g o

duce the rate of growd!

o precisely the

ment both in t 4
outside that deficit

supply. This is :
:leeayson \?vll)'ly 1 have come forward with

the second Finance BilL

e are taced
As the House kqows. we | a
with unavoidable rpcrease in expgng
diture. Up to a point, we ared'trymt'onal
to meet the demand for ad. a11 i o
expenditure in certain es.senh ;;m
tors by reducing ex?el?dltur;& wMa-
relatively of low priority. T. e
valankar has asked if ‘Governm t
bout cutting expen

jous a
sl?rwisl:\ to assuer him that we

are making every et‘Iort to cutldo:g:
low priority expenditure, but it
bound to point out that an exce e
cut in expenditure, particula.u'ly

developmental expenditure, will have

serious adverse effects on the growth
potential as well as employment in
the country. Therefore, we have to
find ways and means of financing the
additional expenditure in a manner
which is least inflationary.

Basically there are two ways of
financing the additional expenditure,
one through an increase inm  deficit
financing and secondly, through an

. increase in taxation. 1 hope hon.
members will agree with me that
faced with this choice, whether to

go in for deficit fmancing or whether
to -go in for additional taxation mea-
sures, the path that we have chosen,
namely mobilisation of additional re-
sources, is the only path consistant
with the overall objective of control-
ling inflation without hurting the
growth rate of the economy.

AN HON MEMBER: By taxing the

poor.
\

SHRI YESHWANTRAO CHAVAN:
I am glad hon. members like Shri
Surendra Mohanty have grasped this
point. He has pointed out that this
Finance. Bill is an indication of our
pronounced concern for sound fiscal
and econemic management Shri Ma-
valankar has said that he understands
that through this Bill the Finance
Minister is trying to reduce deficit
fmancing, but he still maintains that
we are not trying to grapple with
the problems concerned. Ag I see it,
he does not perhaps understand what
he means by this. Control of budga-
tary deficit is one essential #gpect of a
multi-dimensional attack on inflation.
Shri Agarwal hag predicted a rate
of 50 per cent inflation in 1975. I do
not know the basis of his calculations.
However, I would like to tell him that
{f he is so much worried about infla-
tion, he should be supporting the
present Bill which seeks to restrict
both deficit financing and growth
of money supply. As I have said so
often, these measures are mot suffi-
cient to stabilise the economy but
they are essential components of any
viable anti-inflationary strategy.
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I think there is general agreement
in the House that the tax proposals
1 haye submitted do not affect articles
«of mass consumption. Ags Shri Vasant
Sathe from this side has rightly em-
phasised, the incidence of taxation
will fall heavily on less essential con-
sumption. Some others also have
criticised the tax proposals on the
ground that they do not affect luxury
goods. In this comnection, I would
like to draw attention to the several
taxes which were imposed or raised
only five months ago while present-
ing the Budget for 1974-75 covering
such items as refrigerators, air-con-
ditioners, TV sets, superior varieties
of cloth and foreign liquor. Even on
the present occasion, I have not lost
wight of the objective of imposing
the heaviest burden on luxury goods
in the tax proposals that are now
before the House; for example, I
have raised the duties on superfine
cloth, man-made fibres, cigarettes of
higher ° value and certain raw mate-
rials used in the manufacture of re-
latively low-priority goods.

Some hon. members have argued
that the excise duties which I have
proposed may be passed on to the
consumers and that they will be
inflationary rather than disinflationary
in their character. On this point,
I have two submissiong to make.
First, I shall not be worried
1f duties on certain luxury goods agre
passed on to the fihal consumers
since it will help in mobilising re-
sources at the cost of the more afflu-
ent sections of society. Secondly,
prices of commodities are determined
by the combined effects of demand
and supply. While it is possible that
any increase in excise duties may
‘raise costs in some areas, the manu-
facturers’ ability to pass on the high-
-er costs to the consumers will be re-
duced if we succeed in curbing the
growth of demand. Thus, I do not ac-
cept the argument that fhe present
proposals will intensify inflationary
préssures. ‘As I stated earlier, I have

not touched articles of mass consu-
mption. The prirhary impace of my
propesals. would be to reduce the
budgetary deficit and to mop up a
port of windfall gains being made"
by producers and traders in certain
sensitive commadities. By helping to
moderate the pressure of demand,
these pressures will contribute to the

control of inflationary forces now
operating in the economy.
A member on this side, Prof.

Narain Chand Parashar has ériticised
the proposal to raise the auxiliary
duty on certain varieties of paper on
the ground that it will hurt the stu-
dent community. I wish to assure
him that we have so framed the tax
proposal that it wil] not affect the
interests of the student community.
The commoner varieties of printing
and writing paper including all un-
bleached bedami, cream-laid and
cream wove varieties (but excluding
other coloureq or tinted varities) of
substance not exceeding 65 grammes
per square metre, which are normally
used in the production of exercise
books, text books, etc. Have been com-
pletely exempted from the auxiliary
duty. The production of these vari-
ties exceedeq 25 lakh tonnes in 1973-
74. :

As regards the superior varieties of
paper, it is not correct to say that
the auxiliary duty will raise their
prices by one-third. The rate of the
auxiliary duty is 33 1/3 per cent of
the basic effective excise duty. The
basic duty on paper and paper board
ig specific and in view of substantial
increases in prices effected by manu-
facturers, the incidence of the basic
duty has declined substantially.
Thus, the impaosition of an auxiliary
duty at the rate -of 33 1/3 per cent of
the basic duty will at best have only
a marginal effect on prices. In fact,
moat of it should be absorbed by the
high paofit margins of manufactu-
rers, traders and .other middlemen
and not passed on to the comsumer.
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[Shri Yeshwantrao Chavan]

Some members have :asked as to
what are we doing about the black
money. Shri J. M. Gowder has argu-
ed that we have no time-bound plan
to rid the country ot black money.

I do not at all accept the view that
we have done nothing to curb the
phenomenon of black money. How-
ever, it is to be recognised that there
is no single cure for such a complex
phenumenon as blark money. We
have to attack the problem from
several angles. I think in any viable
policy against black momey, we have
to distinguish between black expen-
diture, black income and black
wealth—each one of which requires a
different approach. For example,
measures like dewmonetisation can at
best affect the existing stock of
black wealth held in the form of
currency notes but such measures do
not at all affect the future growth of
black incomes. The continued gene-
ration of black income is partly a
consequence of ineffective price and
distribution controls and it is also
partly a result of tax evasion. To
check the future growth of black in-
come, we have recently taken seve-
ral steps by way of » more realis-
tic pricing policy for industrial pro-
ducts, including adoption of  dual
pricing wherever feasible. In ad-
dition, we are attacking the problem
of tax evasion both by offering a
etiff stick as well as a carrot. By
reducing the marginal rates of per-
sonal taxes, we have reduced the
incentive for tax evasion. At the
same time, by plugging the various
loopholes in our tax laws and through
more effective tax administration, we
are making the avoidance of taxes
more risky than ever before. The
other very effective steps we have
taken in the form of falds are cer-
tainly creating a fear about the law
in the minds of those who are taking
undue advantage of these antisocial
activities, ' The legislation providing
for the take-over of property in cases
of patent under-valuation, provision
for non-enforcement of benami trans-
actions, the clubbing of agricultural

and non:agricultural “income for de-
termining the rate of income-tax and’
the provision .of stringent penalties’
for tax evasion in the Taxation Laws:
(Amendment) Bill now before Par-
liament are indicative of Govern—
ment’s firm resolve to deal ruthles--
sly with black money.

Some members have expressed®
scepticism about the effectiveness of
the measures recently adopted by
Government to curb inflationary-
pressures. As I have stated on seve-
ral occasions, the attack on inflation-
has to be a two-pronged one-frome
the supply side to encourage produe-
tion, especially of wage goods, and-
from the demand side so as to com-
trol the growth of money income~
and money demand.

The taxation proposals, as well as-
the three Ordinances, quite clearly
are addressed primarily towards an-
attack on the demand side. By them-
selves they cannot stabilise the eco--
nomy, I know, but I hope the House-
will agree with me that they are,
nevertheless, an essential component.
of any viable anti-inflationary pack--
age.

Government are now making a de—
termined effort to increase agricul--
tural production. Every effort is be
ing made to procure as much quan-
tity of fertilizer as is available ir
the international market. Fortuna-
tely, the outlook for the coming’
khariff crop is fairly good. In addi--
tion, in order to assist the public
distribution system, we have arrang--
ed to procure substantial quantities
of imported grain. I shall take this-
opportunity to reaffirm the Govern--
ment’s commitment to maintain and:
sirengthen the public  distribution:
system for essential commodities.

The outlook for power is also more-
optimistic than before. Taking alF
these factors into consideration, ) 8
venture to suggest that there is nec
basis for under-pessimism or gloom:..
We are no doubt faced with a very:
difficult economic situation but, I am:
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confident, we shall overcome these

diff culties.

I would like to refer to one or two
specific points raised by hon. Members
before 1 conclude, Shri Madhu Limaye
raised two major-points., I am glad he
is present here. One of them is the
duty on caprolactum and DMT and
the other is the case of Indian To-
bacco.

He has made a reference to scme
letter that he has written to me early
this year and mentioned that I have
not sent him a reply. It is a fact.
The tax itself is an answer. He has
made a taxation proposal. When
Government is considering that taxa-
tion proposal, no wise Government
and no wise Finance Minister will
write that he is going to do that.

Then the point is why it was not
accepted at that time. The whole
position was under examination. Both
caprolactum and DMT are public sec-
tor undertakings. So, there is no ques-
tion of any priority in industry taking
adventage of it. The position is that
in last April when we were consider-
ing the proposal, caprolactum was not
in production at all. It came into pro-
duction only in July this year. Possi-
bly, the first delivery may have been
made in the first week_of this month.
So, there was no question of starting
a taxation proposal last year.

There is a little modification in the
case of DMT. The production started
somewhere in the middle of last year.
But there was continuous failure and
there was no established production
as such till the beginning of this year.
So, there were difficulties. It cannot
be said that not making any proposals
for taxation was to help somebody and
it is political. :

it g form (@iam) - #T e
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SHR] YESHWANTRAO CHAVAN.
I really do not know on what basis
he has calculated this. It is a matter
of calculation and I have also tried to-
go into the prices. Naturally, this
matter will be constantly under ex-
amination. When we start taxing a
commodity which has just started pro-
duction we have to be very careful.
If 1 have understood him correctly, he
said the price of indigenously produced
DMT is Rs. 18.000 per metric tonne
and the landed cost of Russian DMT
is Rs. 30,000.

SHRI MADHU LIMAYE: Rs. 21,500.

SHR] YESHWANTRAO CHAVAN:
My information is that the ex-factory
price of indigenously produced DMT
is Rs. 10,000 per tonne, and that of
caprolactum is reported to be about
Rs. 26,000 per tonne. With the duty
that is proposed, the respective prices
work out to Rs. 20,000 per tonne and
Rs. 26,000 per tonne. With the duty
any price gap being exploited by
somebody seems to be unrealistic.

SHR] MADHU LIMAYE: What is
the sale price of the imported DMT?

SHR] YESHWANTRAO CHAVAN-
I told you. It is about Rs. 38,000 per
tonne.

st vy fomd : dF w9 18,000
T §TW a gv & v |

SHRI YESHWANTRAO CHAVAN:
The other point that he made about
Indian Tobacco is that he thinks there
is some plan of inter-connection with
indigenous Wazir Sultan Company,
that they will certainly shift some-of
their....
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ot oWy femd : d FTHIES
o § I W17 2w AW ey Afw,
Fod Am AT T Qg W AW
f& 35 9 3 507 @Y ¥ TRET H
NG H W L

SHRI YESHWANTRAQ CHAVAN:
Thank you very much. I have no in-
formation so far. I will certainly
make use of it. There is a provisicn
in the Act itself. We will certainly
make use of this information. H it is
proved, certainly, T give my thanks in
anticipation to him.

As regards a small point raised by
Shri Mavalankar, he thinks we are not
doing anything against liquor and he
said about liquor which the State
Governments are authorised to sell
through their different Excise De-

partments. That type of liquor is
beyond. ...
ot wy fed 3 AEETIE

woN wEd § Afad wWT mmEe
w& 7f9q, fee sad =g mafe w8t
iU

SHR] YESHWANTRAO CHAVAN:
Whether it should be auctioned, that
matter is under consideration of the
Customs authorities. They have taken
not this problem.

s aw e : W9 HY, TATEGR
2, 3 fan & aig <31 §, aAT T A
T A 40-45 (T &I IAAT |

SHRI YESHWANTRAO CHAVAN:
I do not know. But certainly they
have taken note of that. They will
have to find out further facts. As far
as 1 know,-they have taken note of it
and they are, possibly, going to imnpose
some penalty, sufficient penalty, on it.

ot o fandr - F g ¥ f 15
o Y e 9w 7 eyl §
AfFa ag 91 AW 65 WE FH--
T BT J/T qAGIC § ) AT 7 B &N,
IaF 1z WY 40-45 ATY T9AT W |

SHRI YESHWANTRAO CHAaVAN.
My difficulty is, I do not know cn wka®
prices you make the calculations. But
I will certainly look into it. I go not
have the facts of the case. After
hearing his speech, I made zngquirjes
I was told that they have taken pos-
session of the commodity. They will
decide it according to rules, not neces-
sarily confiscation, because you ‘know
ultimately what happens to the con-
fiscated property. Again, it is a cer-
tain further problem. They will act
according to the rules and impoEe
penalty on it.

These are some of the major points
which I have tried to reply.

SHRI R. S. PANDEY (Rajnand-
gaon): During my speech, I ‘made a
poing that there are about 4,300 va-
rieties of cloth introduced today
in this country, Taking into
consideration that the textile mills are
earning huge profits—even sick mills
become healthy mills—is he not going
to contemplate a scheme by which the
number of varieties of cloth should be
reduced to the minimum?—I am not
talking about exports—so that tlgere
is massive production and the prices
of cloth for common man’s consump-
tion are not increased. They are
earning huge profits. That should be

stopped.

SHRI YESHWANTRAO CHAVAR.
Personally “speaking, I will certaini¥
agre with the hon. Member that too
much multiplication of varieties is not
good for the industry itself. But this
I cannot do through taxation pro-

posals.

st e faw  (IE)
& fya Wy S X AT wEa § —
w9 ¥ G w1 erm SemEre
A A ACH L. AT A H WH
&, @ % Afer v ¥ A fafa
=7 ¥ FE are ww FY wigt § I Frat
# & oyfaT ggmar A § A w ]
g @ Qo 9% fradl & @ §,
frdy o @ o # WrowR W &,
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6 ¥ W St gT g A} favarAl
w wifs wgeRn A weds fe TE—
wHIRA v A s U §?

SHRI YESHWANTRAO CHAVAN:
The point is that the hon. Member
when he was the Minister of Agricul-
ture in Uttar Pradesh had taken this
point with me. I personally think that
the suggestion he is making is a very
sensible suggestion. But it is a ques-
tion of making certain arrangements
with the State Government. I sent
him a reply as to what my view are,
what I am doing in the matter. But
then I found that when my letter was
issued, he ceased to be the Minister
in the State. Naturally I sent another
copy of the letter to the Chief Minis-
ter of U.P. requesting him to give it
to the proper Agriculture Minister.

=t omwr faww - §F A g
¥ foT W %7 O 99 feorar &

ot gRE W 9w S &7
A shw fAineET &Y ey § 9w a0
o I BT AT WS @/IE

st g e (T ) -
§ mada fa deli o §F STaT STgat
E—ag sE A% W & fr wEae
Fwfedl & St s faRw 9) g,
3 fazelt & avw A F A wowmg
¥ oagw o ¥ 9w o &
W Ay S # asmEl F
BIT A&l ‘-‘Tmﬂ'(ﬂqz'i‘ Iy
&1 g B F T2 e Ao & wgry
¥ 9N AR Tw g ¥ @A am
T B AT A QY 2, SO
T AT H AT Y

MR. DEPUTY-SPEAKER: The ques-
tion is:

“That the Bill further to amend
the Income-tax Act, 1961 and the
Central Excises and Salt Act, 1944.
be takep into consideration.”

The motion was adopted.

MR. DEPUTY-SPEAKER: We have
five minutes more. We can take up
clause-by-clause consideration. Clauses
92 and 3. There are no amendments
to these Clauses.

=t vy ford : IY AW wgIeg
Iq AT WE WET --IF AR
2 3% ¥ «& T 577 1| TEA faaaw
 qa ¥ ureaad aww &Y &
fw ¥ forar 3 fo & goew 1 wdw,
1975 & swidi g, & 3T wawd &
fx wdwde AT 1975-76 § &N
g 1 TR ¥ ag wa fAEIE &TE 2
for 5+ Ex) @y wfeT @ &1 W
wEd & 1 Wi, 1975 § T A,
WA_ETE ¥ UHGHE F o T AW
Wl &7 RT3 1 3 WE 8w
5T qAT A7, AR FEX HALE
& g & are § A frog AEl W,
aa gw A aran Fu gdy wAY 75 Y SSET
S|

Ay gifwaE-d  ofew § 4
677 X f&ar g—

“According to the Prineipie of
Annuality’, which is strictly cnforc-
ed, every financial year is treated
as a closed period separate from
every other financial year.”

T fad, SuTsqE WIET, TEAT wWAS
T % forr fadas & Faq @ F1fed,
FiM €F A1 4 AGT 1T T A
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[+t =g femi)

? w R w waa i & faas
T F A F0 AT F47 2, 7§ W
T FY AIAT fata AT =R

SHRI YESHWANTRAO CHAVAN:
If it is really a question of propriety,
I would like to explain to him the
mechanics of how this Income-tax
Act works. It is not for the first time
that we have brought in such a provi-
sion of prospective implementation and
application. This convention has been
followed for the last seven or eight
years that all these tax proposals
under the Income-tax Act and other
Acts are made applicable prospective
.except in the case of excise duty. The
reason is that, even though it is to be
made applicable from 1st Aril, 1975,
- it is based on the income of this year..
If I bring in this Bill in April, 1975
for application, it will become applica-
ble from the year next. So, it is no use
merely referring to some notion or
convention made in May’s Parliamen-
tary Practice; he did not know the
India of 1974. It is no. use applying
this merely in a rigid manner, in a
mechanical way.

st Ay famd : maoAeE $A% FNA-
qrg?
SHRI YESHWANTRAO CHAVAN:

It will be assessed on the basis of the
income this year.

MR. DEPUTY-SPEAKER: 1 do not
know .what to do.

THE MINISTER OF PARLIAMENT-
ARY AFFAIRS (SHRI K. RAGHU
RAMAIAH): He is convinced.

MR. DEPUTY-SPEAKER: You are
convinced?
= wy fwd : gREEd A6
e fedfra § 1| w@a wgT =ifge
e ;N T F IR
T F )

(H.A.H. Dis.)

MR. DEPUTY-SPEAKER: I would
like to know what Shri Madhu Limaye
wants.

=t ! fomll : g0 T W EE
!ﬁ!g.za § 93 W § aTaar
€ | BRI G ga Sl § fr W
FIW S g 1 WA T AG A

g o gAea g g @1

q qrerq T @i § |

MR. DEPUTY-SPEAKER: I do not

know about this. I think we might as
well wait till tomorrow.

SHRI MADHU LIMAYE: He is say-
ing that this year’s income will be
assessed next year.

MR. DEPUTY-SPEAKER: All right.
It does not need any ruling. I will
put the clauses to vote.

The question is:

“That clauses 2 and 3 stand part
of the Bill.”
The motion was adopted.
Clauses 2 and 3 were added to the Bill.

Now it is 5.30, We take up the Half-

an-hour Discussion.

17.38 hrs.

HALF-AN-HOUR DISCUSSION
MAHARASHTRA-KARNATAKA BOUNDARY
DispPUTE
SHRI SHANKERRAO SAVANT
(Kolaba): This Half-an-hour Discus-
sion is necessitated by the stereotyped,
evasive and unconvincing replies given
by the hon. Home Minister to my
Starred Question No. 49 on the 24th
July, 1974. As the question did not
reach within the time, no supple-
mentaries were put and, therefore,
this Half-an-hour Discussion has be

come absolutely necessary.

The question was a simple one:
“Will the Minister for Home

Affairs be pleased to state the

reasons why the solution of the

boundary dispute between Maha-

rashtra and Karnataka is ‘“being

delayed and whether -the dispute



