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STATUTORY RESOLUTIONS RE.: 
DISAPPROVAL OF VOLUNTARY 
DISCLOSURE OF INCOME AND 

WEALTH ORDINANCES, 1975 
AND

VOLUNTARY DISCLOSURE OF
INCOME AND WEALTH BILL

MR. SPEAKER: We shall take up 
thje nex t item, Resolution regarding 
V oluntary Disclosure of Income and 
W ealth Ordinance, 1975.

Shri Bhogendra Jha .. . . he is not 
there; Shri M. K alyanasundaram .. . .  
he is also not there. Shri C. K . 
Chandrappan.

SHRI C. K. CHANDRAPPAN 
(Te)lieherry): Sir, I beg to move:

“This House disapproves of the
Voluntary Disclosure of Income and
Wealth Ordinance, 1975 (Ordinance
No. 15 of 1975) promulgated by the
President on the 8th  October, 1975.”

W hi’e opposing th is Ordinance as 
also the Bill w e find that the Govern­
m ent perhaps have got onlyl one 
argum ent to substantiate and justify 
the promulgation of the Ordinance 
and introduction of this Bill. That 
argum ent may be based on the well 
known saying that nothing succeeds 
like success.

This Voluntary Disclosure scheme 
after its promulgation has brought to 
Jight about Rs. 1450 crores of black- 
money and from th a t amount, the 
Government is expecting Rs. 200 to 
Rs 250 crores to be added to  the 
revenue by way of taxation. These 
disclosures of Rs. 1450 crores and the 
expected addition to the revenue has 
raised the M inister to philosophical 
heights. For example, after congratu­
lating the officers -of the  Income-tax 
P^partm ent, the (Minister for Finance, 
S h ri C. Subrarpaniam had stated: To
eyy is human( bu t to  have the courage 
%o confess is tru ly  divine. The Minis­
te r  had raised the  black-m arketeers 
jpnri the  crim inals who committed

crimes knowingly against the society 
to divine heights and now because 
they disclosed some of their incomes, 
that made the Minister to say this.

What is the question now? The 
question is not what happened after 
the promulgation of this Ordinance. 
This Ordinance was necessitated to 
fight the black-money, to eradicate the 
parallel economy which is playing 
havoc in our society. If that was the 
purpose, then we have to go a little 
deeper into the m atter before we raise 
ourselves to the exalted heights.

Thir, Government had appointed a. 
Committee, known as the Wanchoo 
Committee, which presented the Direct 
Tax^s Enquiry Report. That report 
says about the magnitude of the pro­
blem of black-money and the parallel 
economy in our country. According to 
Mr. Wanchoo, Chairman of this Com­
mittee. in 1968-69 the value of money 
circulated in the world of parallel 
economy was to the tune of Rs. 7,000 
crores Another Member of the 
Committee, Shri D- K. Rangnekar 
differed from Shri Wanchoo and said 
that the quantum of black-money is 
not possibly Rs. 7,000 crores, it could 
be just double that amount, i.e. Rs.
14,000 crores. There is no dispute 
when we read this report that the 
amount of black-money in circulation 
in our country at that time was 
between Rs 7,000 crores and TEts, 14,000 
crores Almost a decade has passed 
and if we again go by the report, 
every passing year had added more 
than a thousand crnre of rupees black 
money to the aggregate to tal of the 
black money that we had in  our 
country.

So, safely one can conclude to-day 
that the problem of black money th a t 
we are facing, the dark  face of the  
parallel economy which we are trying 
to see is something like Rs* 26,000 
crores of rupees in circulation. The 
value of black money is "that much. 
If  that is so, then the amount dis­
closed, I  am very sorry  to  say, is no t 
very much. I t  fa only Rs. 1450 crores
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and  all the  experts w ho spoke about 
th is  th ing  agreed th a t it m ay no t be 
m ore than  10  per cent of the  to ta l 
b lack  money w hich is  in  circulation 
to-day. The Economic Tim es  of day 
before yesterday came out saying th a t 
when th e  M inistry finally go into th e  
arithm etics of it, w hat they w ould get 
afte r  elim inating th e  double disclosure 
and  all th a t m ay come to Rs. 1200 
crores and the revenue the govern­
m en t is expected to get fo r the  ex­
chequer will also be to  the tune of 
R 3. 200 o r Rs. 250 crores. I t  m ay 
also be less.

Now, the opinion expressed by  the  
Wanchoo Com mittee about th e  volun­
ta ry  disclosure scheme itself also is 
w orth  noting, because, th is  is not a 
new  suggestion or a new  invention 
m ade by the Minister. Form erly we 
had  done it. I  am quoting from  the  
Wanchoo Committee.

“A  voluntary disclosure scheme is 
an ex traord inary  m easure m eant 
for abnorm al situations such as 
a fte r a w ar or a t tim es of national 
crisis? B esotting t0 &uch a 
m easure during norm al
tim es and tha t too frequently, 
would only shake the confidence of 
the  honest tax -payer in th e  capacity 
of the  Governm ent to  deal w ith the  
law -breakers and would invite con­
tem pt for its  enforcem ent m achi­
nery. Any more disclosure scheme 
would no t only fail to achieve the 
intended purpose of unearth ing  
black m oney bu t would have a dele­
terious effect on the level of confi­
dence am ong the  tax-paying  public 
and on the m orale of th e  adm inis­
tration. The idea of in troduction of 
any general scheme of disclosure 
either now  or in  fu tu re  is, therefore, 
strongly opposed.”

This is w hat th e  W anchoo Com m ittee 
caid. Then also, the  G overnm ent did 
no t pay any attention  to  th e  sugges­
tion  m ade by th a t committee.

We have th e  experience of in tro­
ducing such schemes. In  1951 th is

Governm ent introduced a  schem e of 
vo luntary  disclosure. The resu lt w as 
Rs. 70 crores of income w as disclosed 
by 21,000 persons and  th a t added 
Rs. 11.5 crores to  the  taxes. In  1965 
they  again tried  this. Then, w hat 
happened? Rs. 51 crores. Less th a n  
w hat we got in 1951 and by  12,000 
persons and the tax  revenue was Rs, 
31 crores and in  the same year, they  
again tried  and they  got Rs. 145 crores 
from 10,000 people and  Rs. 19 crores 
to the tax  revenue. This tim e, they  
got Rs. 1450 crores from  1,50,000 
persons and expect a tax  revenue of 
Rs. 200 crores.

There is a serious question. W hen 
w e discuss this, we consider th is is an 
im m oral action taken  by the  govern­
ment. The step taken is thoroughly 
immoral. Why? Because, the tax ­
payer, the  honest m an who pays the  
tax  is penali&ed for not paying tax  
by harassing him  "all these years and 
he has paid tax  and for his honesty he 
paid more and this Bill now keeps th e  
secrecy of those who disclosed the ir 
ill-gotten w ealth They w ill not te ll 
up who are the  people who disclosed 
this and they  w ill not ask them  how 
they  got the money. The officials a re  
given imm unity. They need no t d is­
close to  P arliam ent o r anybody Vsr 
even to com mittees of Parliam ent. 
This kind of a th ing  is a crim e com­
m itted by the G overnm ent against the 
honest people in th is country.

If  you go to  the resu lts of the  
vo lun tary  disclosure schemes, imme­
diately afte r the  Ordinance was 
announced, you w ill find th a t the  
M inister th reatened  th a t w e w ill do 
everything possible and w e w ill in ­
tensify th e  raids. T hat w as a  good 
thing. F or that, there  w as no neces­
sity  of ordinance. His hands w ere  
free and especially afte r th e  em er­
gency w ith  added strength, pow er, 
G overnm ent could have struck  a t  the  
very  root of the  problem  of b lack- 
money. G overnm ent d id  not do it. 
Rut, Gfovemment on the contrary, 
said, you disclose your ill-gotten
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wealth, otherwise you will be in trou­
ble. In the l&3t days disclosures were 
made and thus this result.

Government had to take further 
steps, steps towards surrender. Gov­
ernm ent took seven steps towards 
surrender, to capitulate itsef and ito 
policy to the blackmarketeers any to 
the chieftains of the parallel economy 
of the country. I would explain all 
those seven steps: —

1 Immunity from confiscation, 
penalty and prosecution under 
Gold Control Act and 
Customs Act.

This was the first step. But im ­
munity and confiscation from whom?

The fact of the m atter is that your 
income tax people have found out the 
wealth after various searches. They 
assessed the valut1 of the new cons­
tructions in the Malabar Hills, in 
Bombay, in Madras, in Delhi and many 
other p ’aces. All the actions are now 
stopped because they have to volun­
tarily disclose. This is rather strange! 
This is a shameful position taken by 
the Government. One they found a 
thief. They caught him red-handed. 
Instead of seizing the property they 
gave him an opportunity. Well, this 
is the land of Buddha, land of Gandhi, 
you come and disclose voluntarily! 
This is a very strange fashion.

2. The second step is about the 
dropping of proceedings in 
regard to compulsory acquisi­
tion of immovable property.

Government identified the ill-gotten 
wealth w ith which immovable proper­
ties were purchased or created. But 
Government said w e w ill not proceed 
any further if you disclose it.

S. Withholding action under the 
Sales Tax Law.

4. Exemption from disclosing the 
nature of source of Income.

This is something very interesting. 
This, I think, is an attempt to white 
wash the dirty face of tycoons in the 
country who are holding black money 
with them. They are the b ack- 
moneyed people who have scuttled 
your policies. Thoy are responsible 
for hoarding the grains when ihe 
Government took over the wholesale 
trade in wheat. They are the people 
who have been financing J.P. move­
ment in this country.

You arc speaking so much that 
you will fight, you will smash the 
socio-economic base o£ fascism in this 
country. Let me tell you the base of 
fascism. Do you think that this threat 
has come from heaven? No, it has a 
social base in this country. That 
‘social base’ is the economic base of 
the monopoly houses in our country. 
That ‘social base’ is deeply rooted in 
the parallel economy. That ‘social 
base’ again is deeply rooted in the 
economy controlled by the ‘kulaks’ in 
our country.

And, if you have got to break that 
base, then, you cannot go with just 
folded hands and pray to God, saying, 
let there be wisdorn let them be 
honest, etc. That will not do; you 
cannot treat them  like that. But you 
have done exactly like that. yo u  
have not only done that, but you have 
committed another crime against your­
selves. There are gentlemen like 
Goenka against whom cases ere 
pending, there an? t/coru like Gayatri 
Devi and many other Devis, who be­
came champions of the JP  movement, 
against whom cases were pending. 
Now, if such kind-? of persons disclose 
a little amount, the Government is so 
very happy about it, th a t the further 
proceedings are stoped. IS this the 
way to fight these tendencies? I  don't 
know: but this is the dangerous path 
in which you are trying to move. I  
would like to  strike that note of warm­
ing to you.
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Then came another surrender. This 
is the fifth step that is to say, facility 
for the same individual to make any 
number of disclosures on behalf of 
different tax entities like wife, child- 
ren, relatives and even employees. 
Then, who is out of it,

SHRI N. K. P. SALVE (Betul): 
Where do you get this, which Section?

SHRI C. K. CHANDRAPPAN: Let 
him come to the clauses. Mr. Salve, 
being a lawyer, knows it better. Let 
him see the clauses. When we discuss 
the clause, we will discuss this.

Then comes the fifth step, that is* 
levy of tax on the current value of 
assets declared. This value would be 
whatever was the value at the time 
of acquisition as claimed in the decla­
ration. So, this ir? another strange 
step which has been taken by the 
Government. What is the actual 
value of the declaration made? Nobody 
can find that out. Even the Govern­
ment will be unable to say what it is. 
Suppose a person says that at the 
time of constructing a building in 
‘Malabar Hill’ that cost him only 
Rs. 2 lakhs, even if the value of that 
same building today may be Rs. 2 
crores, if the declaration only of 
Rs. 2 lakhs what happens is, he id 
only responsible for Rs. 2 lakhs and 
nothing more. In this way, the Gov­
ernment is giving licence to makers 
of black money. Re. 193 crores will 
then again become black money. Mr. 
Justice Wanchoo has stated that black 
money is a peculiar phenomenon. It 
would breed more black money. Now, 
the Government becomes a party in 
that effort of those people having 
black money to breed, more black 
money in our economy. That will not 
help anybody.

. Apcl then, see the last one. the 
aEsence of any challenge of the cfiiima 
made by the declarant. S&ppo&w£ 
declare Ha. 10 or may be Mr. Goenka

declares. The Government will not
say anything. They will happily
accept it. They will accept that Rs. 10. 
Rs. 10 will be added to the voluntarily 
disclosed amount. The Government 
could not have brought forward a 
more ridicolous scheme than 
This is the crux of the matter. And, 
in this context, certain other thirygw 
also should be told to the Government 
and told to this House.

The Government says that they 
have succeeded, that is to say. they 
have got greater amount of money, 
disclosed from the parallel economy, 
fiom this world of b'ack money. What 
has actually happened? Why did it 
not happen in 1951 and 1965 and why 
should it happen only today? The fact 
of the matter is, today there is emer­
gency. And this emergency has put 
the fear of God into the minds of 
these people,—not that Mr. Subra- 
maniam today sees them as angels Of 
virtue, fluttering around now! It is the 
fear of hell into the minds of the tax  
evaders, they thought that they will 
be punished and that they will have 
to face the serious consequences that 
had helped the disclosure. With that 
fear in the minds of the people, the 
condition was there in our country to 
mobilise the all round support of the 
people to unearth the black money 
and weed out this malady from our 
socio-economic life. Instead of doing 
that, the Government merrily went 
and shamelessly surrendered to the 
black money. That is what our cri­
ticism is about this. What is this 
black money? The black money means 
a parallel economy, it means corrup­
tion, it means hoarding, it means 
ostentatious and vulgar spending; it 
also^ means boot-legging, vandalism 
and it also means, in short, creation of 
fascist atmosphere in the country.

Government instead of fighting It 
and instead of demolishing the edifice 
of black money and parallel econowy, 
tK ? went folded hands to  wor- 
s»%> H  tfiiS fttfe of thecfcteata'of the 
parallel economy. Thig is 0ur  com­
plaint
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Before I conclude, I  would also 
bring  to the notice of this House the 
fac t which w as revealed by this 
M inister; in 1974, 2029 raids were 
carried out and they got It s. 17 crores 
of concealed income. This was ans­
w ered by him in regard to a question, 
in  the other House. In 1975, upto 
November 30, 1523 raids were con­
ducted. A fter declaration of emer­
gency, in 1975, it has become 1523 
from  2029 in 1970.

The figure wac Rs. 17 crores in 1974 
and it has comp down to Rs. 14 crores 
in 1975. W hat does it show? I t 
shows the Government slackened
itself. It sat leaned back without 
going further w ith a new vigour and 
with enthusiasm with which it should 
have done. If they had done that,
then, I am very sure, the results
would have been much better even
with this voluntry disclosures scheme.

There is now another danger. The 
hon. Minister himself, after the volun­
ta ry  disclosure scheme wag concluded, 
made a statement. He made it clear 
tha t ‘it w a-? not necessary that the law 
should take its own course now tha t 
the  period of leniency was over. The 
policy of forget and forgive was over.’

He is modern Jesus Christ, so to 
say. Let me remind him w hat Jesus 
Christ said about the black marketeers 
■—‘if I  see a blackmarketeer in the 
church, w ith a whip I w ill beat him 
and send him  out’. Here are our 
Ministers who are saying ‘the period 
of forgetting and forgiving is over.’ 
But, even then, he told the black- 
m arketeers to go and again confess as 
there was a possibility that the offi­
ciate m ight give them  some discre­
tionary  concessions. There is this 
danger even after the voluntary dis­
closure period is over. There this 
d&nger of the bureaucracy using the 
discretion in favour of the black- 
ittarketeers is on the  horizon. This 
Hi a  Vtery serious danger. Now to 
conclude, I  m ust say tha t to-day- or

tomorrow you will have to git down 
and make out your accounts of how 
much you got and what was the resu lt 
of it. 1  am very sure tha t when youf 
go to writing down in black an d  
white your account, the big am ount 
about which you are tom-toming to-' 
day, will be much less than w hat your 
claim now. Secondly, the amount also 
should bo understood in the  present? 
context when the value of rupee has 
gone higher than it waa in the last 
docadc. When the other stchemea 
wo:e introduced, you would find th a t 
what you got disclosed is nothingt 
moie. I have made some studies 
about it. In 1951, the disclosed 
amount was 0.75 per cent of the GNP. 
ancl in 1965 it was 1 per cent and in  
1975 it will bo 1.75 per cent. You can 
clap ond have the ovation for 1.75 per 
cent but when the ovations are over 
you will be in the dock w here you ' 
w ill find tha t you are w ith the hoar­
ders and black-m arketeers who are 
controlling the parallel economy in  
the country.

So, Sir, I requevjt that the Govern­
ment should consider all this and th li 
Bill should be w ithdraw n and the  
House reject this Ordinance end, I  
hope, the Government will agree Witfe, 
th is and scrap this exercise in  futiWty. 
W ith these words I  oppose this Biff 
and request the House to reject the 
Ordinance.

SHRI ERASMO DE SEQUEIRA 
(Marmagoa): Mr. Speaker, Sir, I  beg 
to move:

“This House disapproves of th 6 
Voluntary Disclosure of Income arid 
Wealth (Amendment) O rd inance 
J.975 (Ordinance No. 23 of 1975) 
promulgated by the president on 
the 29th November, 1975."

Sir. these two ordinances that are 
now before the House and the Volua* 
tary  Disclosure Bill to my mind a re  «  
very good example, o r a very bad  
example, of the cynicism of this Gov** 
em inent.
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S ir, I  would like to take you back 
to  the clim ate ju st before th e  Volun­
ta ry  Dai closure Scheme This w as 
a  case w here Government declared a 
policy of rooting out black money 
from  the Indian economic system, 
w hich quite frankly, from w hat has 
happened since i t  is obvious  the 
Governm ent did not a t all intend to 
implement

B ut apparently  there was some kind 
Of bureaucratic slip, and the Income 
Tax D epartm ent took the Government’s 
announcem ent ra ther seriously If  
you -will remember, Sir, there  w ere 
a  large series of raids carried  on 
throughout this country, and from  
w hat one reads and hears, a substan­
tia l am ount of the black money ram i­
fications m the economy of this coun­
try  became known to the Income Tax 
Departm ent, and comprehensive docu­
m entation as to  how this parallel 
economy was w orking became avail- 
ab 'e  to the Income Tax Departm ent 
I t  looks from w hat happened since, 
th a t 3ome of the fish who w ere caught 
w ere ra ther good friends of this Gov­
ernm ent otherwise one cannot explain 
how  having caught all these people, 
Governm ent suddenly turned around 
and came forw ard w ith  this disclosure 
scheme to bail them  out

Sir w hatever was achieved m 
those raids—and I would like to com­
plim ent the Income Tax Departm ent 
for the work they did—has been neu- 
t r a ’ised in this scheme If you w ant 
to  deduce the  intim ate relationship 
th a t obviously exists between this 
Government and those who operate 
tile black money economy ju st have 
a look at the Bill You w ill find m  
the sections of the Bill itself the  con­
firm ation of w hat i  am saying because 
while it is not open for a person from 
whom retu rn  has been called for under 
Section 139 o r 14& to take advantage 
Of the  voluntary disclosure scheme, it 
la  provided in  Section 14 of the Bill 
tfa tt w here a seizure has already been

made, th a t seizure w ill not be taken  
jtnto account either fo r paym ent o f 
in te rest o r for paym ent of penalty  
Can the re  be a  worse indictm ent of 
th is G overnm ent’

Under the  avowed policy of routing 
b^ack mOney you raid  and seize all 
the  documents, seize goods and money. 
And then you tu rn  around and say: 
if  you disclose voluntarily  w hat w e 
already know, you do not need to pay 
interest, you do no t need to  pay 
penalty This is obviously a  partne r­
ship, this cannot be anything b u t a  
partnership betw een the  governm ent 
and black money

The functioning of black money had 
been found out by the  Incom e-tax 
departm ent G overnm ent moves th is
House by law , lirat it  moved the
President and now it moves th is
House please bail out my partner 
crook who keeps on working the b’ack 
m arket all the tim e

Look at another factor I t  w ill show 
you the intim ate relationship between, 
government and black money econo­
my There w ere two ordinances The 
first ordinance cam e out in which th e  
ciooks were offered the opportunity of 
paying far less tax  than  w hat m illions 
of honest ta x  payers in this country 
have been paying all these years You 
are w pH aw are that a couple of y e a n  
ago the rates of incom e-tax went 
high as 97 per cent The highest ra te  
under the disclosure scheme is 60 p er 
cent Having done all this in  the first 
ordinance, and having exem pted them  
from  all kinds penal laws th a t w ere 
passed by this House, w hat happens? 
Obviously the partners of the govern­
m ent from  the black money economy 
m ust have gone to them  and said: 
w hat you have done is not enough, w e 
w ant more And the resu lt w as the 
second ordinance in which the  Gov­
ernm ent gave them  all The Govern­
m ent said you have to furnish secu­
rity  I t  says to the  Commissioner 
npw  you shall have discretion to  
take any kind o f security  you like.
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T hen they said tha t gold should not 
be taken into account under the gold 
contro l oi’der. Then they gave a few 
o ther concessions. Goverment speaks 
of economic regeneration. This scheme 
is nothing but an example of the de­
generation oi this Government.

MR. SPEAKER: Resolutions moved:

“This House disapproves of the 
V oluntary Disclosure of Income and 
W ealth Ordinance, 1975 (Ordinance 
No. 15 of 1975) promulgated by the 
President on the 8th October, 1975.”

“This House disapproves of the 
Voluntary Disclosure of Income and 
W ealth (Amendment) Ordinance, 
1975 (Ordinance No. 23 of 1975) pro­
mulgated by the president on the 
29th November, 1975 "

THE MINISTER OF STATE IN­
CHARGE OF THE DEPARTMENT 
OF REVENUE AND BANKING 
(SHRI PRANAB KUMAR MUKHER- 
JE E ): I beg to move:

“That the Bill to provide for 
voluntary disclosure of income and 
w ea th and for matters connected 
therew ith or incidental thereto, be 
taken into consideration.”

The President promulgated the 
Voluntary Disclosure of Income and 
W ealth Ordinance, 1975 on the 8-th 
October, 1975 to provide for voluntary 
disclosure of concealed income and 
wealth. Another Ordinance, namely, 
the  V oluntary Disclosure of Income 
and W ealth (Amendment) Ordinance, 
1975 was promulgated by the Presi­
den t on the  29th November, 1975 to 
m ake certain amendments to the 
Ordinance of 8th  October, 1975. This 
B ill seeks to replace the Voluntary 
Disclosure of Income and Wealth 
Ordinance, 1975 as amended by the 
second Ordinance of 29th November, 
1975.

The circumstances which necessita­
ted  imm ediate legislation by the two 
Ordinances have been explained in
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a Statement placed on the Table of 
the House. 1  do not therefore, pro­
pose to go into this aspect of the 
m atter and shall content myself by 
briefly indicating the background in  
which the Government decided to 
introduce the voluntary disclosure 
scheme and the salient features there-

Hon. Members arc, no doubt, aw art 
of the vigorous action taken in recent 
months against tax  evaders by increa­
sing the tempo of searches and inten­
sifying survey operations through 
special survey squads for detection ol 
investment m luxury housing. Th* 
Taxation Laws (Amendment) Act, 
1975 recently cnucted by Parliam ent 
inter alia provided more stringem 
punishment for tax offences. These 
factons, coupled w ith the sense of 
discipline and social consciousness 
following in the wake of declaration 
of emergency, croated a climate con­
ducive for voluntary disclosures oi 
income and wealth by eriing  tax-> 
payers. The Government, therefore, 
decided to introduce a scheme oi 
voluntary disclosure w ith a view u, 
providing one last chance to imcJi 
persons to come to the path of rjcti- 
tude and civic responsibility.

The scheme of voluntary disclosures 
was in force from 8th  October, 1975 
to 31st December, 1975. The scheme 
provided for three types of declara­
tions, namely, voluntary declaration 
of income in ordinary eases; declara* 
tion of income by persons whose 
books of account or  other documents 
or valuable assets had been seized as a 
result of search by the Income-tax 
Department; and voluntary declaration 
of wealth. The voluntarily disclosed 
income in the first category is treated 
as a separate block, irrespective of 
the number of years over which it had 
been earned, and charged to tax a t 
special rates. In the  case of cam-- 
pames, the voluntarily disclosed in­
come is chargeable to  tax  at the ra te  
°* 60 P »  cent. In  the case of other 
categories of taxpayers, the ftMt
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Rs, 25,000 of the  voluntarily  disclosed 
income is chargeable to  tax  a t the 
ra te  of 25 per cent; the income in  the 
slab of Rs. 25,001 to Rs. 50,000 a t the 
ra te  of 40 per cent; and the balance 
a t the  ra te  of 60 per cent. In  addition 
to  the  am ount of incom e-tax the  
declarant is required to  invest 5 per 
cent, of the disclosed income in 
notified Government securities, pro­
ceeds of which w ill be utilised by the 
Government for projects of high 
social priority, like slum clearance 
and housing for low income groups.

Declarants have been provided im­
m unity from  penalty and prosecution 
Under the direct taxes enactm ents in  
delation to the voluntarily disclosed 
income. W here the income so declared 
is held in the form  of gold or article 
and ornam ents made of gold, im m unity 
has also been provided from confisca­
tion, penalty or prosecution under the 
Gold (Control) Act, 1968 and the 
Customo Act, 1962 Further, the 
declarants have been exem pted from  
w ealth-tax  in respect of assets repre­
sented by the disclosed income up  to 
and including the  assessment year
1975-76.

The schcme of vo’untary  disclosure 
has a restricted operation in the case 
of persons whose books of account, 
o ther documents, money, bullion, 
Jewellery etc. have been seized aa a 
resu lt of search by the  Incom e-tax 
Department. These peroons are not 
entitled to the benefit of the special 
ra tes of incom e-tax in respect of the  
income of the year in which the  search 
is m ade or any earlier year. The 
income in  respect of these years 
declared under the scheme w ill be 
Charged to tax  a t the norm al ra tes of 
incom e-tax applicable to th e  taxable 
ihcoJme of the declarant fo r the  re le - 
v ta t  years. The income so declared 
will, However^ not be taken into 
«®*0ulit for the purposes o f levying any  
pc&alty o r charging interest under I9f& 
Incom e-tax A ct or for the purposes

of ptosecution under th a t Act. W hite 
the assets represented by the con- 
cea’ed income w ill be chargeable io  
w ealth -tax  in the relevant years, th e  
value of these assets will not be taken  
into account for the purpose of imposi­
tion of penalty or prosecution fo r 
defaults under the W ealth-tax  Act.

The scheme also provides for decla­
ration of net w ealth, including decla­
ration of assets which a  person has 
either failed to disclose or assets 
which have been understated in value 
in the retu rn  of net w ealth filed by the 
declarant. The declarant is required to  
pay w ealth -tax  in  respect of the n e t 
w ealth or, as the case m ay be, the  
value of the  assets so declared a t th e  
norm al ra tes applicable to his n e t 
w ealth for the relevant assessment 
year. In adidtion, the declarant has 
to invest 2\ pe r  cent. If the  dis­
closed wealth in notified Government 
securities W here the disclosure of 
wealth relates to more than one assess­
m ent year, the  investment in  notified 
securities is to be made w ith reference 
to  the am ount declared for last of 
these assessment yeans. The n e t 
wealth or, as the case may be, the 
value of the assets so declared w ill 
not be taken into account for the  
purpose of any penalty or prosecution 
under the W ealh-tax Act.

As the Hon’ble Members are aware, 
the scheme of voluntary disclosure 
has proved highly successful. Accord­
ing to  the latest available information, 
it appears th a t 2,42,400 persons m ade 
declarations of income am ounting to  
Rs. 741.24 crores in  the  aggregate. The 
income-tax payable on the  disclosed 
income works 0u t to Rs. 241.14 crores, 
of which a  sum of Rs. 151.58 crores 
has already been paid. The rem aining 
am ount w ill be paid, according to  th<s 
scheme, partly  by the end of Mar&h 
th is year and the rem aining by  th e  
end o f Ifoltih , 1977. \  A  to tal num ber 
Of 13,38$ declarations hav6 been 
i*i rtiQM&t of cdncealed' wealth, tf&e 
ag g reg ate  am ount covered b y  th e se



declarations comes to Rs. 812.11 crores. 
Tfie w ealth-tax in recipect of the dis­
closed wealth works out to Rs. 6.91 
crdres, of which a sum of Rs. 3.99 
crores has already been paid. The 
remaining amount will be paid partly 
by the end of March this year and the 
balance by the end of March, 1977.

The scheme of voluntary disclosure 
has brought out a large amount of 
concealed income and wealth which 
can now be channelised into produc­
tive fields in the overall interest of 
the economy. This is by no means a 
small gain and justifies Government’s 
decision to introduce the scheme of 
voluntary disclosure. Before conclud­
ing, I would like to categorically stale 
that Government’s decision to intro­
duce thks scheme should not be mis­
taken as a weakening of our deter­
mination to fight tax evasion and other 
economic offences. I would ]ike to 
assure this Hon’ble House that the 
drive against tax evasion and other 
economic offences will continue relent­
lessly and with greater determination.

Sir, with these words, I commend 
this Bill to the House.

MR, SPEAKER: Motion moved:

‘‘That the Bill to provide for 
voluntary disclosure of income and 
wealth and for matters connected 
therewith or incidental thereto, be 
taken into consideration.”

Mr. Sequeira may move his amend­
ment.

MR. ERASMO DE SEQUEIRA: I 
beg to move:

“That the Bill be circulated for 
the purpose of eliciting opinion 
thereon by the 15th April, 1976.” 
(6).
MR, SPEAKER: Shri Haider.

SHRI KRISHNA CHANDRA HAL- 
DEfc (Ausgram): Sir, it is a piecemeal
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legislation only to help their friends, 
the black money-holders who are 
running a parallel economy. So, I 
oppose the Bill and support the reso­
lution moved by Shri Chandrappan.

The much advertised voluntary 
disclosures axe not voluntary. They 
are arising out of the raids conducted 
by the income-tax department in vari­
ous parts of the country. If the gov­
ernment publish the list of the houses 
they have raided during the last 
couple of months and the names of the 
persons wh0 have disclosed their in­
come under the scheme, this fact can 
be pjoved. It should also be noted 
that the scheme was prepared after 
thy conduct of raids on richer per­
sons Some sensational stories were 
published about thc raids, but not a 
singly name was published.

What is the reason for this? It was 
mainly to patch up with these per­
sons and come to a compromise with 
them. This Bill, therefore, is a devise 
to save the persons whose ill-gotten 
wealth was detected by the I.T. 
officials.

The voluntary disclosure is only a 
part of the black mon’ey accumulated 
by the rich people. It is a permit 
given to them to continue holding 
black money and wealth. The gov­
ernment, instead of publishing the 
names of the black money-holders is 
now permitting them to hold the 
money and this is being considered 
as their return  to the path of civic 
responsibility in future. The surren­
der, therefore, to black money opera­
tors will only perpetuate the pheno­
menon of black money in Indian 
economy.

The Wanchoo Committee wag ap­
pointed by the government and some 
recommendations were made to plug 
the loopholes of tax-evaders but these 
were not implemented by the goverri- 
ment. In the  early fifties, Prof. 
Kaldor estimated tha t tax evasion pep 
annum was Rs. 200 crores. The

PAUSA 29, 1897 (SAKA)
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Wanchoo Committee estimated the 
evasion to be Rs 1400 chores per year.

W hat action did Government take 
to  punish the black-money holders? 
When the Opposition is suppressed 
under MISA and DIR, why are these 
black-money owners treated as hono­
ured guests? The reason is tha t they 
a re  donating to the Congress Party. 
So long as they continue to  donate, 
they are saved (Interruptions).

SHRI BHAGWAT JH A  AZAD 
(Bhagalpur) • How do you prove that? 
(Interruptions).

SHRI KRISHNA CHANDRA HAL- 
DER: Why are you not going to pub­
lish their names? When they stopped 
donating, their houses w ere searched 
When they re-start paying to the 
coffers of the Congress Party, thexr 
cases are settled

SHRI VAYALAR RAVI (Chiray- 
xnkil): The hon. Member made a 
charge against my P arty  saying that 
these black-money holders pay money 
to  my P arty  We w ant to know from 
the  hon Member who are the people 
who paid the money and got their 
cases settled? Please give their
names

MR SPEAKER: This is no point of 
order. I  would urge on the hon. 
M embers not to make very  wild, 
general and un-substantiated allega­
tions. They should refrain from do­
ing th is and if they w ant to make any 
specific allegation, they should inform
m e beforehand Please follow the
rules.

SHRI KRISHNA CHANDRA HAL- 
DER: First of all, the Government 
should publish their names. Kindly 
appoint a  Parliam entary Committee 
to  go in to  the m atter and  then we 
w ill be able to  know that these
black-money owners were paying re­
gularly to  tiie coffers of th e  Congress 
P arty . (Interruptions).

This has become the  modus-ope- 
Tandi of black-money operations. 
Therefore, you are not prepared to 
disclose their names. Therefore, you 
are giving every protection. I  would 
not be surprised if som’e of them  are 
honoured by giving them ‘Padm a- 
Shree’ and ‘Padm a-Vibhushan’.

The phenomenon of concealed in­
come is being multiplied over a period 
of several years. The earning on 
black-money amounted to  quite a big 
amount. It would certainly be less 
than w hat the Government would he 
getting by way of taxes. The dis­
closed amount w ill also be deposited 
in bonds in the name of holders of 
black-money and will get interest 
thereon.

MR. SPEAKER: please continue
your speech after lunch Now, w e 
adjourn for lunch to meet again a t
2 o’clock.

13.00 h rs

The Lok Sabha adjourned for 
Lunch till Fourteen of the Clock

The Lok Sabha re-assembled at 
Three Mvnutes past Fourteen of the 
Clock

[M r. D epu t y - S peaker  tn the Chair].

STATUTORY RESOLUTIONS RE 
DISAPPROVAL OF VOLUNTARY 
DISCLOSURE OF INCOME AND

WEALTH ORDINANCES, 1975

AND

VOLUNTARY DISCLOSURE OF 
INCOME AND WEALTH BILL—

contd.

MR. DEPUTY-SPEAKER: Mr. H ai­
der, please continue.

SHRI KRISHNA CHANDRA HAL- 
DER (Ausgram): Mr. Deputy Sperker, 
Sir, the protection given to the black 
money operators has made a  mockery 
of the struggle against the black 
money. If  somebody has stolen or 
embezzled money and got free ftcm

t, Resl. Dis. of 184
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the clutches of the police and now 
comes forward to disclose his income, 
hfe would be free, after sharing his 
booty with the Government. If some­
body misappropriates the funds of the 
company and makes a voluntary dis­
closure, he would also get protection 
from the Government, because this 
disclosure is secret and would not be 
used against him.

Section 4(3) of the Bill makes the 
position clear. It says:

“Any person who has made a 
declaration under sub-section (1 ) of 
section 3 in respect of his income or 
as a representative assessee in res­
pect of income of any person shall 
not be entitled to make any other 
declaration under that sub-section 
in respect of his income.”

Thus, the Bill regularises the income 
of such person^ and gives them full 
protection under the law. This dec­
laration will not be admissible in evi­
dence against the declarant. Section
11 of the Bill gives this guarantee for 
the blackmoney holders. Section 12 
further en<?ures secrecy 0f the decla­
ration. Concessions are given in Sec­
tion 13 in the m atter of payment of 
wealth-tax.

After so much concession is given, 
how much wealth has boon disclosed? 
As stated by the Blitz, in its issue 
dated 10th January, 1976, it is only 
ten per cent of Rs. 20,000 crores. It 
says:

“The Wanchoo Committee had 
estimated an evaded income of 
Rs, 1,400 crores for 1968-69 alone. 
On that basis. Congress MP Vasant 
Sathe, in a paper submitted to the 
Planning Commission, which was 
also discussed by the Executive of 
the Congress Parliamentary Party 
recently, has computed what he 
called the ‘rolling black money' in 
the country at Rs. 20,000 crores. If 
thi* figure were to  be believed, th’e 
yield of Rs. 1,450 crores represents 
less than 10  per cent.”

Blitz again 'ays:

“Be that as it may, of the 
Rs, 1,450 croreg declared, nearly 
Rs. 1,200 crores go back, all made 
w h ite  to the declarants—the same 
men who had held it back all these 
years.”

Blitz has giw n a further glaring ex­
ample of bonus to dishonesty:

“For example, the delinquent paid 
only 46.25 per cent on his Rs, 1 
lakh concealed income, whereas the 
honest regular paid on the same 
amount 53.60 per cent.”

Thus, you could not mop up even 
ten per c^nt o£ the black money. 
Most of the disclosed money becomes 
the property of the tax-evaders. They 
are further free to ke<?p their black 
money wlule the Government is busy 
tomloming the voluntary disclosure 
as an act of patriotism by the tax- 
evaders.

Section 16 of the Bill givcs immu­
nity from penally prosecution etc. 
under certain Acts and allows the 
culprits to get virtual State patronage 
for their past misdeeds.

The Bill has, therefoie, given a new 
slogan for the black money holders 
“ACCUMULATE BLACK M O N EY - 
PAY DONATION TO CONGRESS 
PARTY—MAKE VOLUNTARY DIS­
CLOSURE OF PART OF BLACK 
MONEY—GET PROTECTION AGA­
INST ALL PROSECUTION”.

So, I oppose the Bill and support the 
Resolution moved by Shri Chandrap­
pan.

SHRI N. K. P. SALVE (Betul): Mr. 
Deputy-Speaker, Sir, w ith rapt atten­
tion I have listened to the profound 
views by three members of the oppo­
sition. Shri Haidar chose to 'impute 
motives of dishonesty and patronage 
to a certain section of the tax-evaders 
by the people in the Government 
which, I  submit, is not only absurd
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b u t also stupid. Such sort of wild 
and irresponsible allegations do not in 
any m anner add to his case nor do 
they enhance h is stature. I  th ink  we 
have reached a stage when we should 
be less irresponsible in  making wild 
allegations.

Sq fa r as hon. Shri Sequeira and 
Shri Chandrappan are  concerned, this 
m easure is extrem ely immoral and 
very highly derogatory of the moral 
values by which all fiscal legislation 
m ust abide. Shri Chandrappan said 
th a t as a result of this measure, v ir­
tually  the Finance .Minister was 
worshipping at the feet of the tax  
evaders In a m atter like this it is 
very easy to moralise and it is easier 
to  pontificate, but when you are em ­
barking on a fiscal legislative measure 
of this nature, which I do submit is 
not going to be politically very popu­
la r in the House, it does take a lot 
more imagination, much greater cour­
age and keeping in view of the 
national interest^ to a far greater 
extent. That it has been the right 
decision has been proved by the facts 
and figures quoted by the hon. Min­
ister.

I concede that it implies the neces­
sity of giving <;ome sort of relief to 
those who have not been honest w ith 
their tax  payment, there is no dispute 
about th a t Every voluntary disclo­
sure scheme does contain provisions 
which would put those who are tax  
evaders at a premium as against 
those who have been honest U tterly 
coirect. But we have to  weigh this 
against the  galvanizing effect on the 
economy when Rs. 1,550 crores are 
legitimised and Rs. 250 crores extra 
are  collected. In fiscal legislation we 
should not be guided by doctrinaire 
conceptualisms, by any “isms” Those 
fiscal laws are the  best which yield 
the  best results. And i f  the results 
a re  the criterion, then  I submit th a t 
thlg scheme has been, a  grand success, 
an d  the F inance M inistry deserves 
out* fu ll congratulations.

19, m i  Stui. ttcsf. Die. « f x«9 
o f Jnc. £  
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This attitud^ "of criticism partly  
'emanates, out of a  failure to  under­
stand the rea l problem which was 
sought to  be grappled w ith  and to 
appreciate the  various provisions of 
th is legislative m easure and also part­
ly because the  whole attitude is a  
little  negative and obscurantist.

Shri Sequeira lamented that the 
honest men w ere pu t at a discount 
and dishonest men a t a premium, but 
w hat has he suggested to rationalise 
and stream line legislation for helping 
the honest men? W hat has any Mem­
ber suggested to the Finance Minister 
in  this respect for the future, so th a t 
m ore and more people are not driven 
to  the path of tax  evasion bu t keep 
to  the  narrow  and straight path?

SHRI ERASMO DE SEQUEIRA 
(Marmagoa)* He hag not been listen­
ing.

SHRI N K P SALVE: I wish
Members do take the criticism which 
I am levelling now in the spirit m 
which it ought to be taken and give 
some thought to it instead of making 
any flippant remarks about it.

Hon. Member Shri Chandrappan is 
not here He quoted ceitain figures 
from the Wanchoo Commission’s Re­
port w ithout undei standing them very 
thoroughly The conception of black 
money itself is diverse in the minds 
of different people. Some people 
seem to consider tha t black money is 
a different type of currency which is 
in circulation parallel w ith the Re­
serve Bank's currency. In  fact, black 
money is a pedestrian nam e which has 
been given to w hat may be described 
as tax  evasion. That is all. The same 
money in the hands of one may be 
black or tax-evaded, and in the  hands 
of another it may mean money on 
which he is paying due taxes. There­
fore, w hen the  problem of black 
money is sought to  be tackled, w hat 
is sought to  be tackled is, in fact, the 
problem of tax  evasion. He referred  
to  certain  flgures from the Wanchoo
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Commission’s Report. The Wanchoo 
Commission in its Report, stated that, 
according to a certain method of cal­
culation tha t they had followed, to 
w hich  I  shall advert presently, in the 
assessm ent year 1968-69 tax  evasion 
Jha.d been committed on an income of 
Us. 1,400 crores. According to their 
.estimate, if approxim ately 1/3 of the 
am ount wag to be taxed, the tax 
evasion in one year will be Rs. 470 
crores, and for people to earn 
Rs. 1,400 crores, the deal involved is 
Rs. 7,000 crores.

Mr. Chandrappan was saying that 
th e re  ig a black money of Rs 4.000 
crores and you have unearthed 
Rs. 1,500 crores as a pittance money 
Now, w hat exactly is the tax evasion 
in  each year is like counting of stars 
in the skv. It might be easier for 
M r. M ukherjee to count th e  stars in 
th e  skv than to  come with any degree 
of certainty as to w hat exactly is the 
ta x  evasion in a particular year. In 
fact, the method followed by the 
"Wanchoo Committee itself is that they 
fiave themselves criticised it. They 
took the national income and the 
assessed income and said that the 
difference between the two represents 
th e  evaded income. That is an ex- 
trem elv improper method of calcula­
tion and it has its lim itation1?. How­
ever, that was also the method by 
Tfirolas Kalder, which they themselves 
■followed.

The real problem is that the ap­
proach in the whole m atter is not 
sufficiently scientific. We do not have 
sufficient social data; we do not have 
a  research cell as such, which should 
collect proper statistics, which should 
collect proper data, which should 
collect proper information, figures, 
■etc, as a result of which, we can have 
a  more scientific approach and find 
o u t w hat is likely to be the tax eva­
sion  w ith some degree of precision in 
th e  matter.

Never mind w hat are the estimates 
a n d  how far they m ay vary. One

must understand them. One may not 
take the Wanchoo Committee’s figures 
as the Gospel tru th ; that would dis­
ta rt the same and make all sorts of 
surmises.

The Wanchoo Committee itself has 
enumerated eight causes of tax eva­
sion and the first cause enumerated 
was the high rates of taxation under 
the direct tax laws; the second cause 
was the economy of shortages and 
consequent controls and licences; the 
third cause was the donations to poli­
tical parties; the fourth cause was the 
corrupt business practices; the fifth 
cause was the ceilings on, and disal­
lowances of, business expenses; thse 
sixth cause was the high rates of 
sales-tax and other levies; the seventh 
cause was the ineffective enforcement 
of tax laws and the eighth cause was 
the deterioration in moral Standard*.

To implement the recommendations 
of the Wanchoo Com m ittee, the Gov­
ernm ent did its *>est to bring a legis­
lation. and they introduced the Taxa­
tion Laws (A m endm ent) Bill in 1973. 
For nearly three years, the Select 
C om m ittee deliberated over that Bill, 
and those recommendations were ac­
ceptable to the C om m ittee and 
were brought before the House. After 
the Report of the Select Com m itte 
was submitted, a comprehensive 
was passed. In that BUI, very strrng- 
ent measures are provided for tax  
evaders; provisions of penalty and 
prosecution have been provided. For 
a person who is indulging m  
evasion of hundreds and thousands or 
more, now the penalty sought to  be 
provided is seven years rigorous im­
prisonm ent with a minimum 
imprisonment of six months tune.

T hereafte r, th e  G overnm ent has 
been tak ing  a se rie s  of M > m .  j *  
fact, it  is no t possible, w h ile  y o u  a re  
dealing  w ith  th e  probiemjrf taxation , 
•because you  a re  dealing  w ith  a  vexT 
t r i c k y  m atter. I t  is  no t a joke, if  you 
w an t people to  p ay  th e ir  tww»
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honestly—nowhere in the world,
people pay taxes honestly.

I  was reading a report. In  the 
United States of America, they have 
hauled up one thousand people; there 
the  laws are very stringent. So far as 
the 'fraud taxation aws are concern­
ed, a bandit may get away, a robber 
m ay get away, but the tax  evader 
there it> put behind the bars W hatever 
m a y  be the deflciencv in the system 
of working of tha t country, one good 
thing is that once a tax-payer is 
caught, if he is not able to wield 
political influence, he goes behind the 
Vars straightway.

There the federal grand ju ry  inves­
tigated into the tax fraud of about 
one thousand people including the 
multi-nationals This is a very difficult 
and ticklish problem I t  is very easy 
to moralise that you are indulging in 
il l  sorts of gimmicks and giving all 
»orts of concession to people who have 
not been straight and honest with you; 
but if you aie  put w ith the problem 
Df getting people to pay more and 
more taxes, then there is a problem 
of how to legitimise more and moro 
money, bring it in the official channel 
from the unofficial channel. I would 
submit that till today, no measure has 
been as successful as the
measure of voluntary disclosure, 
and to criticise the Government in 
this measure i i  an act, which is very 
unfair I would not like to call it 
anti-social. I w ill go a step further. 
If my learned friends w ere to appre­
ciate that it is very easy, I shall sub­
m it to pontificate tha t it i9 easy to 
m ake lectures and rebuke somebody 
tha t you have done this thing or that 
thing or why have you done this thing 
>r tha t thing. You should suggest the 
way how you are going to legitimise 
Rs. 1,500 crores. Searches and seizures 
have been carried out relentlessly. 
You take my word. You can carry  
out searches and seizures fo r the rest 
of y o u r life but the tax  evasion will 
go on, as it is, unless you can so make
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laws that the people of the ir owa 
volition come out and make more and 
more paym ent of taxes. These sorts 
of measures, stringent measures, a re  
always double-edged weapons. The 
more stringent laws you make, th e  
more ingenuity you find in the process 
of tax evasion and more difficult i t  
becomes for the Government to detect 
the tax-evasion.

What has happened to a large num­
ber of searches and seizures w hich 
have taken place for years and years? 
When w« were taking evidence before 
the Joint Committee, we examined the 
Director of Investigation and we found 
to our amazement that for three or 
four years, the documents were lying 
w ith him seized and he was not able 
to assess w hat income was concealed. 
Do you w ant this GOrt of process to 
go on ad infinitum  and ad ausewni9 It 
is easy to catch hold of people, it is 
easy to seize documents. But at is very 
difficult to pm  down tha t this is the  
total concealed income. I t is very 
difficult to penalise a penson and send 
him to jail

They have been doing all that, I ask 
them: How many people they have 
sent to jail despite their best efforts? 
How many people have been 
penalised0 So many raids and searches 
have taken place. I w ant to know 
how may as&essmets they have been 
ab’e  to finalise. If they have not "been 
able to do it, w hat io the use of say­
ing, “You are coming out w ith 4 
measure which puts dishonest people 
at a premium.” W ith this measure, 
the Minister hao been able to  collect 
more and more taxes. So, this is th e  
best fiscal measure, This is the «rite» 
rion.

Let us consider the salient features 
of the Voluntary Disclosure Scheme. 
Mr. Sequeira made certain comments 
w h ich  made me feel tha t there appears 
to  be  certain misapprehension about 
w hat is contained in the Voluntary 
Disclosure Scheme. There is no 
provision which entitles a person to



m ake a  disclosure in  different names. 
There Is a  complete misconception in 
h is  m ind if h e  w ere to think th a t a 
person could go to the Commissioner 
and disclose it in his name, in his 
w ife 's nam e or in  someone else’s 
nam e. Only a person who is liable 
to  b e  assessed under the Income-tax 
A ct can be a declarant. If you 
have disclosed income in 
anybody’s name, tha t disclosure will 
be nu ll and  void plus the Department 
w ill have the information to proceed 
against it.

I f  you see the provisions of this 
measure, they are really  imaginative. 
The people who have been subjected 
to searches and seizures, to  them  
there is no concessional rate  of taxa­
tion whatsoever. I  am now dealing 
w ith the point made by Mr. Sequeira. 
There is the normal ra te  of taxation to 
such people. The only immunity is 
from penalty and prosecution. Does 
he know tha t in the amending Act 
which we passed in 1975, Section 273A 
vebts the same power w ith  the Com­
missioner to waive the entire penalty. 
I f  the penalty Is waived and reduced, 
the prosecution is also waived and 
reduced.

SHRI ERASMO DE SEQUEIRA:
That is optional, this is mandatory.

SHRI N. K. P. SALVE; That which 
is optional is given a statutory recog­
nition in this. If the Commissioner is 
given a discretionary power, it  is all 
right and the Commissioner can be 
trusted. But to say tha t Parliam ent 
has failed us, if it is given a statutory 
recognition, according to me> is im­
moral. W hat are we talking about?

SHRI ERASMO DE SEQUEIRA: 
The documents have already 
been seized, the concealed income has 
already been found by the Depart- 
mgnt. The people already caught, are 
being bailed out by this measure.

SHRI N. K. P. SALVE: I  disagree 
w ith  h im . He does not know the 
iW e n c e .  between th e  two. T h^nH s 
a slip between the  cup and the  lip-
2051 LS—7

The seizure of documents is one thing 
and the assessment is something 
different. He seems to feel that once 
the documents are seized, once the 
properties are seized, th a t ie the 
end of the m atter and the 
people will be condemned and sent to 
jail. That does not happen. The 
entire law, the case law is there. I  
do not know what the courts are 
going to do. I do not know how tha t 
is going to impede the work. I t is not 
such an easy thing. I t  is a terrible 
thing; it is a very tricky business. I t 
is easily said but it is difficult to  
understand all these things.

SHRI ERASMO DE SEQUEIRA: He 
knows better.

Shri N. K. P. SALVE: H he adm it* 
then he m ust accept it  I do not say 
that everything has been done; that 
this is the end of the m atter. Much 
more needs to be done. I wish he w ere 
a little more positive in  his approach. 
Have something done for the people 
so tha t they never go to the path of 
tax-evasion. Let not honest people be 
forced to go to  the path of tax-eva- 
sion by certain unimaginative and 
irrational laws. I wish he talked 
about those matters. Nothing Is said 
about it. In tact m any people a re  
driven to the path of tax evasion 
because our laws are such; it compels 
them to resort to methods and ways 
and means which are extremely un­
fair and improper. The Wanchoo Com­
m ittee has itself recommended several 
things. Many of them  have been 
accepted; many of them have not 
been accepted. Therefore, I submit to  
the Finance Minister to ignore w hat 
the Hon’ble Members had to say by way 
of a negative approach and a  negative 
criticism. But I  wish to suggest ® few  
methods by which we can re-orient 
our entire direct tax  laws on a scienti­
fic basis. I submit that if the fiscal 
laws are to yield the  best results, w e 
need to rationalise our tax  laws com­
pletely. in  tha t connection, I  wish to 
make a few suggestions straightway 
to the Finance Minister.

The first and foremost thing is that, 
fo r a  sicientiflc re-orlentatioin, wit
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would want a research cell and  a 
proper and a lull statistics collection 
machinery to be set up. The existing 
working of the Directorate of Statis­
tics and Figures and Information  is 
extremely unsatisfactory. Today, the 
levy of direct taxes has become a fine 
art and a science in the western world. 
The whole theory of increasing taxes 
to augment the revenues has  been 
despatched to the limb of an exploded 
myth. Today, the latest theory is to 
raise tax to a point where you collect 
fiie maximum fan* beyvntd tirsi posit, 
when you reach a point of no-return, 
either revert back or go up to it. You 
need to have a scientific approach and 
attitude in the matter and you cannot 
have a scientific approach and attitude 
unless you have sufficient data, infor­
mation. and material. In that respect, 
our Department is hopelessly deficient.

Secondly, I submit that we need to 
rationalise tax on personal incomes. So 
far as corporate taxes are concerned, 
in our country they get away very 
cheaply. The study  made by  the 
Reserve Bank of India revealed that 
about two or two-and-a-half  years 
ago, the effective rate of tax of the 
companies never exceeded 4o per cent.
So, the monopoly houses and  rich 
people who are operating through the 
veil of a ‘corporation’ get away by 
floating companies and pay only 40 
per cent tax; but so far as individuals 
are concerned, the rates of taxation 
reached the dizzy heights of 97.75 per 
cent. In fact, the Wanchoo Committee 
itself was exceedingly critical of this 
Sort of rates of taxation, and they had, 
in their report, pointed out:

“When the marginal rate of taxa­
tion is as high as 97.75 per cent, the 
net profit on concealment can be as 
much as 4,30o per cent of the after­
tax income.  The implication  of 
97.75 per cent income-tax is that 
it is more profitable at a certain 
level of income to evade tax on 
Rs. 30  than to  earn  honestly 
Us. 1,000. We will not be surprised

that placed in such a situation, it 
would be difficult for a person to 
resist the  temptation to  evade 
taxes.”

I am not subscribing to this view 
without reservation and qualification. 
I submit that we have to use our direct 
taxes as an instrument to  eradicate 
disparities in our wealth and opportu­
nities.  In our economic wealth and 
economic powers, disparities have to 
be eradicated effectively through the 
instrumentality of our direct taxes. I 
submit that this can be done only ill 
more ancf more taxeg are cotfected by 
way of direct taxes, but to consider 
that high rates of taxation will mean 
the maximum or optimum taxation is 
an incorrect concept. Determine that 
point at which you will have  thft 
maximum collection and also permit 
the optimum saving. You will have 
to have a very scientific  approach 
where you allow the optimum saving 
an̂ the maximum collection for the 
Revenues  That is the best situation; 
that is the best condition by which 
we would be able to invest and people 
would be able to save moneys which 
the  Government  must statutorily 
harness into productive channels—for 
more and more production—and not 
let it be  available  to people for 
conspicuous consumption. I hope that, 
if he is thinking of some laws and if 
rates are ever reduced, those rates 
are not reduced whereby people are 
allowed to spend money on conspicu­
ous consumption and for vulgar ex­
penditure like marriages and things 
like that, and onh' those people will 
be given relief who will be diverting 
their savings into productive channels 
and into such channels which, accord­
ing to Government's priorities, have 
to be given priority.

I submit also that there has to be 
rationalisation of taxes. The first one 
I want to submit is about what is re­
ferred to by the Wanchoo Committee 
also as the ceiling on disallowances of 
business expenses. Certain .legitimate, 
genuine business expenses are sought

^ WW St̂t, Real, Dig. of
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to  be disallowed statutorily. Nothing 
is m ore irrational than that. I  can­
no t understand that at all. Parliam ent 
enacted it to prevent abuse of  enter­
tainm ent expenses. All over the 
world, business people have to in­
dulge in entertainm ent expenses. In 
our country, the monopoly houses and 
the large business people started run­
ning their own houses indulging in 
all sorts of wasteful expenses and 
debting them to the company’s acco­
unt. Parliament made a law lhat en­
tertainm ent expenses should be dis­
allowed. As a result of that, w hat 
has this Department done? Recently,
I  had an opportunity to see a case 
w here an assessee made a profit of 
Us. 1 crore, and the amount of Rs. 2,000 
and odd which he had spent on serving 
tea, coca cola and things like tha t by 
way of extending the ordinary courte­
sies to the people who came to his 
office was disallowed, if  it was allow- 
ed hy the Appellate Commissioner, the 
Department would fight it in the T ri­
bunal or the High Court or the Sup­
reme Court. W hat sort of attitude is 
this? Is it fair tha t you would not 
allow Rs. 2,500 to be spent on serving 
tea, etc.? Are they human Robots or 
are thev human being? doing business? 
You have to be reasonable By no 
means, allow lavish entertainm ent in 
6-star hotels: do not allow alcoholic 
drinks. S at, certainly, there are cer­
tain  basic courtesies which are to be 
extended by a human being to ano­
ther human being, by one business­
man to another business-man. All 
over the world, this is accepted. This 
sort of expenses has to be allowed 
There are very many expenses of this 
nature which are sought to be dis­
allowed. These should be allowed.

The second point is about donations 
to political parties. Is there any ra­
tionale why donations to the political 
parties should not be deducted? As 
Chairman of the  Select Committee on 
the Taxation Laws (Amendment) Bill, 
1  can say there was a time when all 
th e  opposition Members w ere agree­
able and they had said, *Unanimously

we shall recommend to the Govern­
ment that political donations should 
be allowed’. But, unfortunately, there 
came a movement, the movement of 
Mr. Jayaprakash Narayan, and all th e  
Opposition Members started saying, 
‘No; we cannot recommend this sort 
of thing'. What sort of hypocrisy are 
we indulging in? What sort of double 
standards are we building for oursel­
ves? Can the Members who oppose 
the scheme keep fheir hand on their 
heart and say that it would not be 
healthy to the political growth of the 
country that political donations are 
allowed instead of forcing all the poli­
tical parties to take these donations 
underhand and making accusations 
against one another? In fact, the Law 
Minister has given an assurance on the 
floor of the House that donations to 
political parties will be allowed.

There is one more point. There is 
an extremely maligned community 
and that is the community of the film 
world. The film people are  indulging 
in all sorts of large scale tax  evasion. 
No one who indulges in tax  evasion 
should be* shown any mercy; about 
thal, I  makfe no mistake. But there 
are ’certain basic irrationalities about 
their taxation We. Members of Par­
liament. are allowed certain expenses, 
wc receive a salary of Rs. 6,000 a year 
and out of that, about 20 per cent is 
allowed, whether we maintain any 
record or not. We are incurring an 
expenditure much more than that. But, 
so far as the film arttetf* are concern­
e d . . •

SHRI S M. BANERJEE (Kanpur): 
Are you getting Rs. 6,000 or Rs. 10,000?

SHRI N. K. P. SALVE: I  hope, Mr. 
Banerjee will piift that question to the 
Finance Minister. I  would not be able 
to answer that. Be that as it  may, we 
are allowed a 20 per cent deduction 
because we do incur tha t expenditure. 
None of us can m aintain a record. 
The film artistes live in a very strange 
sort of world; they  live under the  
glare of flic-light glamour Ana
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they have to incur a certain expendi­
tu re  to  m aintain themselves and to  
project a certain image of themselves.
Let us face the realities. Therefore, I  
submit, to induce them  to a correct 
path, to induce them to pay correct 
taxes, they may be allowed a deduc­
tion of 20 per cent.

AN HON. MEMBER: W hy not 30 
per cent?

SHRI <N. K. P. SALVE: Let us be 
realistic. I t is very easy to moralise 
on tax  matters. But one has to be a 
hard-headed realist. If you do not 
allow this sort of expenses, w hat w ill 
happen is, he w ill continue w ith the 
expenses and w ill never show them  
in the books of account, he w ill never 
show them  officially, do w hatever you 
may like. Therefore, either tolerate 
tha t sort of affair or properly rationa­
lise the m atter, so that, if  some one 
gets Rs. 10 lakhs, he gets a deduction 
of Rs. 2 lakhs. In fact, he would have 
a vested interest in showing larger 
gross receipts because the larger the 
gross receipts the larger would be the 
exemption.

SHRI K. GOPAL (K arur); Why , 
only film people?

SHRI N K P. SALVE. Because it 
is a much-maligned community. The 
actors, the directors, the music direc­
tors, the play-back singers, etc.,—their 
knowledge of these things is very 
limited If you are keen and if you 
are anxious, you can maintain. Profes­
sionals can maintain their accounts. I  
get much more than 20 p er cent be­
cause I can maintain my records. I  
get from Rs. 7,000—8000 deduction for 
m y constituency expenses, bu t you get 
only Rs 1,200. But if you can main­
tain accounts properly, you w ill get 
much moils deduction. B ut you do 
not have this kind of any such expen­
ses, $0 you do not get anything

SHRI JSRASMO P E  SEQUEIRA; 
This is a  very 'rash statement.

& , i m  S fe t. *aci
vine <4 *
w *

SH&I SQMEfiftkTS CBIWEfBlEfiJER 
(Burdwan): This is  where the cen­
sorship will help him.

SHRI N. K. P. SALVE: In  the end 
there is only one suggestion I have to  
make. In  this amendment Act which 
was passed here, the Government fo r 
reasons not mentioned anywhere, have 
flouted one of the very im portant re ­
commendations, a  unanimous recom­
mendation of the Select Committee 
tha t investments in the Trust if m ade 
out of the corpus m ust not disqualify 
the Trus£ from  exemption of income. 
All sorts of manipulations were done 
by the Trusts so far as incomes are 
concerned. B irla & Co. floated m any 
public trusts and instead of diverting 
the income to charitable purposes, 
they started  building guest houses. In  
fact it  was misused—this income. In  
this case, virtually charity for them  
staited  at home Therefore, w hat was 
required to be curbed was tha t so far 
as the income is concerned, which is 
sought to be abused. Instead of that, 
there should be no option given to the  
Trust to  put it to any investments. I t 
m ust be utilised in that month itself 
for the purposes of the  Trust. But, 
so far as the corpus is concerned, if a 
person has got some shares, suppose, 
if  I have got some five shares and if 
I  w ant to put it in a public trust, why 
do you w ant to prevent it? There is 
nothing wiong. You are not giving 
me exemption from the corpus of the 
trust But the Government have said 
that the Trust cannot acquire shares. 
You cannot make a donation of the  
shares because the moment you make 
a donatidh of the shares, whatever in ­
come accrues, that w ill not be entitl­
ed to exemption. Is there any ration­
ale in it? You are wanting evenues 
for more and more investm ent because 
without more and more investm ent 
we will not be able to bring about a 
proper growth. I submit the Minister 
w ill look into thip.

Before 1  conclude, w hatever he  ha# 
achieved, we cannot minimise the im­
port a^pe of th* conditions created by
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Emergency. I t is the Emergency 
Which has ushered in an absolutely 
new  era, a golden era where people 
a re  more responsible and more respon­
sive and if it was not for that, he 
would n° t have been able to achieve 
th e  success. I ardently hope that 
w hatever are the gains of Emergency, 
w e w ill be able to consolidate and 
benefit out of it in the days to come 
so th a t the vulnerable sections, the 
w eaker sections, th e under-privileged 
sections do get the best which they 
have been denied all these years.

SHRI SEZHTYAN (Kumbakonam)- 
The objective of the scheme of 
voluntary disclosure has been stated:

“to give an opportunity to persons 
who had evaded tax in the past to 
disclose their concealed income and 
w ealth, to pay taxes thereon on 
reasonable term s and return  tor the 
path of civil responsibility in 
fu ture.”

When so m any wonders are claimed 
to have been done in  the  nam e of 
Emergency, when the w orkers and the 
common people have been asked in a 
stern way to come to the path  of res­
ponsibility and discipline, w hy not 
under the same emergency bring the 
same responsibility to the tax-dodgers, 
the black-m arketeers and other anti­
social elements? This is a thing which 
I am not able to  comprehend. The 
laws and the attitudes are very sharp, 
harsh, and stringent against the wor­
kers in claiming bonus or in their 
right to  strike to  get a redressal of 
their just grievance why you should 
not show the same harshness against 
the tax-dodgers and bootleggers is a 
thing which passes my imagination.

It has been stated in this House also 
that during the last week of Septem­
ber, 1975 th a t large transactions of 
pugrees in  respect of fashionable flats 
in Bombay w ere discovered and th a t 
negotiations w ere carried on by  w ell- 
know n persons. I t  Is also noted th a t 
ttife Chairman of the Board of D irect

Taxes had been to Bombay personally 
in the first week of October. I do not 
know what studies he made, what 
negotiations he conducted or w hat re­
presentations he received. But, in the 
end, we were presented with an ordi­
nance followed by an amendment.

It is not a new thing. In 1951, we 
had a voluntary scheme called tho 
‘Tyagi Scheme’. In 1965, we had two 
voluntary disclosure schemes known 
as T. T. K. Scheme. A part from these 
attempts, Section 271 (4A) perm its 
voluntary disclosure scheme as a 
normal feature.

The Wanchoo Committee which has 
been quoted here by many hon. 
Members was very categorical in Its 
opposition to the idea of introduction 
of any general scheme of disclosure 
either now or in future. They have 
pointed out that 'the general feel­
ings is that such a scheme places 
a premium on fraud or as unfair to 
the honest tax payer.' Unless there is 
an abnormal situntion such as after 
the war or at a time of national crisis, 
there is no justificataion for an extra­
ordinary measure of disclosure scheme. 
Two davs ago. the Public Accounts 
Committee placed on the Table here a 
Review on the Income-tx Depart­
m ent for the past one decade and 
m ade it clear:

“If the vigour with which searches 
and raids are being presently con­
ducted and the amount of black 
money unearthod is any indication, 
it appears that if the normal duties 
of the department had been pro­
perty* and efficiently performed 
there should have been a greater 
Compliance by the tax-payera and 
higher realisation of receipts in 
proper time.”

The same review put on record:

“Unfortunately, the Income-tax 
D epartm ent appears to  be manag­
ing its  affairs by  w hat anight be 
dubbed the principle of Management

Stat, JR«*l. Dis. of ap j
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Wealth Ords. A Bill
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by Crisis' rather than ‘Management
by Objectives.'.

That is what the Public Accounts Com­
mittee which comprises of members 
of all the parties in the House has to 
say about the efficiency of the Depart­
ment. Thus, the success of a  volun­
tary  disclosure scheme is a reflection 
on the improper and inefficient per­
formance of the department and the 
management by crisis.

Regarding the amount of wealth 
and income reported to have been 
brought out by the present scheme, 
figures have been given from time to 
time. On 25th December, 1975 the 
figure of voluntary disclosures given 
by the Chairman of the Board was 
Rs 150 crores. On 28th December, 
1975, the figure was reported to have 
crossed 300 crores. About two days 
later, on the 30th December, 1975 it 
was disclosed that the amount had 
exceeded Rs. 600 crores. On 31st 
December, 1975, it was reported that 
the scheme had resulted in over 1100 
crores On 2nd January, 1976 when 
the Minister went on the air, he gave 
the break-up of Rs, 750 crores income 
and Rs TOO crores worth of a>3sets as 
disclosed by the scheme. He also gave 
the rpsultant estimated tax figure of 
Rs 250 croros with Rs 40 crores to be 
put in approved investment Thus 
within a short period about Rs. 1500 
crores have come out,

I admit that this figure is very 
impressive If a surn of Rs. 
crores was to flow suddenly into the 
economy of a country, will it he able 
to tolerate it’ It will be a veritable 
avalanche, it will be a surge of the 
sea into the lond; it would be a cloud 
outburst on the area. What has 
happened? If this amount of Rs. 150U 
crores has been Ejected *
period of two weeks into the economy 
rtf the country, the Reserve Bank 
should have withdrawn an equal

amount from the circulation, otherwise 
the economy would have collapsed; 
there would have been steep inflation. 
These two things have not happened. 
The Reserve Bank has not withdrawn 
the amount and the inflation has not 
been felt. My plea is, that we should 
be given aotulal break-up of this 
Rs. 1500 crores; how much is the 
actual amount that has been unearth­
ed. My fear is that there may be 
repetitive counting in this. I  know a 
specific case reported to me in Madras. 
A cinema star had given the value of 
a property as Rs 4 lakhs. That was 
under investigation. The Department 
put it at Rs. 8 lakhs. A compromise 
has been struck and now it has been 
settled at Rs. 6 lakhs;. What they do 
is, they take it for eight years. If the 
wealth tax assessment related to eight 
years, they would take it Rs. 6 lakhs 
multiplied by eight years, that is Rs. 48 
lakhs, whereas the leal wealth un­
earthed is only Rs. 6 lakhs. That is 
repetitive counting. For tax purposes, 
it is correct, not otherwise. I would, 
therefore, like to know how much re- 
amendable to some portions of taxation 
crores

The previous voluntary disclosure 
schemes were put in opertion under 
the taxation laws, but now we have 
got a Bill comprehensive in itself It 
does not rolv on anv other taxation 
laws. Eailicr disclosures were 
amenable to some portions of taxation 
law.

For example, there is no restriction 
in the present Bill about the period 
over which the amount can be spread 
over As per the present Bill the 
income shown can be spread over 
from 1922. The spread over will 
never be questioned. Suppose a person 
gave a figure of wealth 20 years ago, 
now it will automatically be multiplied 
by 20.

We should have a detailed break up 
of the figures for the three slabs, 
namely incomes disclosed not exceed' 
ing Rs. 25,000, exceeding Rs. 25,000 but
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not exceeding Rs. 50,000 and exceed­
ing Rs. 50,000.

I t  is certain th a t most of the dis­
closures have .been declared under the 
first slab of Rs. 25,000. Otherwise with 
Rs. 750 crores we would have got 
Rs. 400 crores. If it  goes beyond 
Rs. 50,000, then even w ith Rs. 750 
crores, it  would have been at least 50 
p er cent more.

I t  is certain tha t most of the disclo­
sures a re  in the first slab. Many of the 
disclosures should have been m ade 
under Benami names.

I  would like to quote from  2.20, page 
12 from  the Wanchoo Committee Re­
port. I am sure Mr. Salve would 
have read—

“Disclosures made in the names 
of minors, ladies and benamidars 
have, on the other hand, contributed 
to perpetuating evasion, and ren ­
dered investigation in many a case 
of suspected tax  evasion difficult or 
even futile.1'

Therefore, whenever the large amount 
is being distributed over a  num ber of 
years and through a num ber of per­
sons—Benamidam are bound to come 
up—it is very difficult for the D epart­
m ent to go into that.

It has further been mentioned in the 
Wanchoo Committee Report—

“W e w ere fuitthefr inform ed by 
the Central Board of Direct Taxes 
tha t there w ere several instances of 
the same set of persons taking 
advantage of all the three disclosure 
schemes.”.

I would like to know from the Minister 
how manv persons who availed the 
previous disclosure schemes, have 
availed the present scheme also.

The other day Dr. V. K. R . V. Rao 
was very enthusiastic about Rs. 1,500 
croras (Mr. Salve was also very 
enthusiastic) being avilable for capital

formation and investment for indus­
tria l growth. I  would like to  know 
what is the amount tha t has been p u t 
into economy and how much tax  
been collected and put in public ex- 
chequer upto 31st December. I t  is  
well known that the black money has 
not been kept in cash alone. It has 
been converted into property, gold, 
jewellery. What is the amount tha t 
has been brought into operation in 
economy? Rs. 1,500 crores is not th e  
correct figure.

Black money in the form  of cash is 
avoided. If you are taking into 
account the other things or sources, 
then you may get estimates. You 
may not gut money to flow into the 
national economy. Please let me know 
how much is the money in cash.

This has been pointed out by the 
members who spoke earlier too, and
I want to stress th.it the present sche­
me is a iraud  on the honest tax payer. 
A tax dodger has the best of both the 
worlds. During the time of evasion, 
he did not pay the tax nor surcharge 
nor the interest for the late payment. 
Over and above, these “benefiits” ap­
propriated by himself in an illegal way, 
the Government now in a legal way 
allows him some moie “benefits” in the 
form of a low rate of lax. In 1974-75, 
the rate ior the highest slab was reduc­
ed. For instance, an assesscchaving an 
income oi Rs. L lakh had tu pay a tax 
of Rs, 53.559, that includes surcharge. 
If he had waited for some more time 
he would have had to pay only Rs. 
46,250. This is so m 1073-74 and 
1974-75 If you take the earlier years 
wiwn you have 96 per cent rate a t 
the top slab, the difference could be 
even more.

The present scheme only honours 
the dishonest people, gives a premium 
on dishonesty and at tho best o r at 
the worst, if you p u t it  on. the same 
scale, as normal person, I would 
acccpt. But here if a penson dodges 
payment of tax  be pays for Rs. 1 lakh, 
Rs. 46,250 and if he is honest he would
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have pdid 'Ba . S&,B88. I  fail to  know 
w hat the  logic behind these things is.

2 do not know why the  paym ent of 
ta x  under the voluntary disclosure 
schem e could be m ade by instalments. 
H e has not disclosed for so m any 
years. T ill 1975 he has evaded the 
tax. Instead of treating  him  as an ti­
social, w hy is he being allowed to pay 
th is in  instalm ents, I  do not know. 
W hy should th is leniency be shown?

Over and above all, instructions 
have 'been issued regarding conversion 
of search and seizures into this dis­
closure scheme. Section 14 has been 
pu t there. This is certainly a contra­
diction in  term s Government has made 
investigations and located the source, 
it geta there and seizes the amount,
both  income and wealth, and this
should be taken as certain seizure and 
treated  as such. But w hy th a t should 
be treated  as a voluntary disclosure, 
I  fail to understand. It is beyond the 
comprehension of anybody Of course, 
to  Mr Salve, who is an em inent tax
consultant in  th is House, nothing can
be gained if you m ake any num ber of 
of such seizures; for him this is a 
perfect way to do this, etc. W hat is 
the  logic, I fail to understand. Is 
voluntary  disclosure scheme going to 
be a perm anent feature in  our statu te 
book? At no tim e you  are compelling 
the  m an who refuses to  pay. A t no 
tim e you take action against the tax 
dodger, against anti-social elements 
and  blackm arketeers who thrive on 
m iseries of people, who cause starva­
tion dealths in many homes. You are 
not doing th a t Emergency is being 
sought to  impose certain discipline in 
the  minds of the  people. Emergency 
is m eant for an abnormal situation. 
This voluntary disclosure step should 
have been an abnorm al one, bu t iby 
m aking it like this, every 10  years or 
15 years, you are only normalising 
this. I f  w e agree w ith  Mr. Salve who 
isaid th a t any am ount of moralisation 
w ill not do, then only Im m orality w ill

gain, ground, only dishonesty can  have 
a  say, only th e  peraon. who toots w ill 
rule. W hat salvation persons like Mr, 
Salve give to  th e  country, I  don’t  
know.

I t  has been reported  in  the P ress 
th a t the Finance M inister Mr. Subra- 
maniam  has w ritten  to  th e  S tate  Gov­
ernm ents no t to  proceed on sales tax  
collections on the transactions involv­
ed in those disclosures. I  w ant to know 
the  propriety and the  constitutionality 
of this instruction. Has the F inance 
M inister got the righ t to  say  to  the  
S tate Governm ent th a t they should 
not collect the sales tax  which is due 
to  them? Can he say, ibecause of em er­
gency, I  have got all the powers, I  
can issue any am ount of directions, 
etc? I w ant to know the constitution­
ality and the propriety by  which he 
gets th e powers to ask the  S tate Gov­
ernm ents not to collect the sales-tax 
°n  the transactions involved in these 
disclosures.

Sections 69, 69-A and 69-B are  the  
w ell-known aections in the  Income- 
tax  Act and they allow th e  unearthed 
income to be taxed for tha t year only. 
W henever any amount is unearthed, 
th a t am ount has to  be taken  as an 
income for that particular year and 
th is is not allowed to spread over fo r 
so many years But, under the pre­
sent scheme of voluntary disclosures, 
a declarant can spread it  over a long 
num ber of years avoiding the h igher 
slab of taxation, surcharge, advance 
tax  paym ent and interests. Suppose 
the m an has now declared the  income. 
He was dodging the tax  fo r about 10  
or 15 years The interest tha t has been 
saved by him  on the  tax  avoided would 
have given double the amount.

I  w ant to know how they are  going 
to  distinguish between w ealth and 
income. Under the present scheme, 
suppose a person has accumulated 
wealth in *old jewellery, etc. and so 
much of am ount is found in  him. He 
gives a , declaration that this la hi8 
income and this is  his wealth. Wealth
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will attract only a small percentage, 
Whereas ah income w ill attract a hig­
h er percentage of tax. Who will 
investigate that? How are you 
.going to sort them? What is the method 
that you have got or norm that you 
a re  going to put? I am afraid that 
when you say Rs. 1,500 crores has been 
split into two, in that case, you will 
not go into the source. How many 
persons are going to file the returns? 
In  tha t case everybody will g0 scot- 
free in this blessed country which 
has been put under emergency and 
also because of these two ordinances.

In its attem pt to cajole the dishonest, 
the Government itself becomes dis­
honest. The blackmarketeer who held 
the poor people to ransom and brought 
misery and starvation to numberless 
homes now gets away with a favour­
able tax and treatment.

There is another anomaly. You 
are putting a premium on the dis­
honest man and the honest man is 
punished. You are discriminating 
among th e tax-dodgers themselves. If 
gold has been seized under Income- 
tax  and Wealth Tax Acts, then the 
declarant can gel the benefit under the 
present Bill. Suppose the gold seized 
under the Customs Act or the Gold 
Control Act, that does not get the 
benefit under the Bill. What is the 
logic? The same offence has been 
committed by two persons but just 
because Government took it in its head 
to go against him  under the Income- 
tax  Act o r the Wealth Tax Act, he 
gets the benefit but if it is taken under 
the Customs Act or the Gold Control 
Act, the other will no get the benefit. 
On this I would like to have a clarifi­
cation from the Minister.

In the end, I  have to  say that this 
is not a voluntary disclosure of income 
and wealth but this is a voluntary 
surrender to dishonest, fraudulent 
practices and antl-soclai elements in 
the country. The voluntary disclosure 
scheme is only a victorious dishonesty 
scheme.

SHRI S. R. DAMAN! (Sholapur): 
Mr. Deputy-Speaker, Sir, before I 
touch some of the important points 
made by my hon. friends from the 
Opposition, as my first duty, i  would, 
like to congratulate the honourable 
Minister for his courage and also the 
Chairman of the Direct Taxes and his 
colleagues for the splendid success 
achieved under the voluntary disclo­
sure scheme.

My fnende who had taken a long 
time only found fault with the scheme.
I think that even eminent persons 
like Shri Sezhiyan and Shri Chand- 
rappan could not offer suggestions as 
to how this tax evasion could be 
avoided in future. But they have not. 
Sir, their policy is to criticise the 
Government and from, th e  v e r y  begin­
ning they are sticking to this policy 
of criticising the Government. Sir, our 
Prime Minister on many an occasion 
sought their cooperation and has 
asked them to give good suggestions 
for the national causes but it seems 
th e y  do not want to cooperate and 
only criticise. If criticism is going to 
fulfil the aim they may feel happy but 
that will not bring any major results.

15.00 hrs.

Sir, they have pointed out the dis­
advantages of this scheme and I want 
to lav emphasis on the advantages 
which this scheme has brought to the 
country. Before I proceed on this 
point, i would like to say that it was 
very essential that when Taxation 
Amendment Bill came into force a 
chance should be given to those per­
sons to come forward and declare 
their unaccounted income Secondly, 
the huge amount that is utilised for 
other purposes can be utilised for the 
productive purposes.

As I have already said, I  -will indi­
cate the advantages of this  scheme. In  
the previous two schemes th e  response 
was very poor and under this scheme 
about 1,600 crores of wealth have been 
disclosed and the Government will get
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Rs. 300 crores by way of taxes only 
and  another Rs. 50 crores as invest­
m ent in Government securities. So, 
w ithin one year the gain of revenue 
is to th e  ex ten t of Rs. 350 crores. 
According to m y calculations every 
year revenue to  the  ex ten t of Rs. 100 
crores w ill increase on account of 
these declarations of w ealth. So, the  
advantages are: (1) declared am ounts 
w ill now be pu t to productive use; (2) 
it  creates m ore w ealth  and a la rger 
revenue; (3) increase in  w ealth  tax  
collections in fu tu re  years; (4) con­
taining inflation; (5) less litigations 
and (6) more assessees added, recurr­
ing gain for revenue collection.

Sir, n iy  friend has said th a t before 
introducing th is scheme some raids 
w ere stopped in  certain  areas. I  th ink  
the  heme has been successful 
because vigorous efforts were made 
and there were continuous raids on 
those persons where huge w ealth  was 
suspected to be available. Therefore, 
no  leniency was shown. I t is the 
continuous effort that has brought this 
huge disclosure of Rs. 1,600 crores. It 
is not a small thing. Sir, the reason as 
to  w hy the previous schemes w ere not 
successful and the reason as to  why 
th is .scheme has been successful is 
because of the efforts on the p art of 
the Government and their cracking 
down On the smuggler? very severely 
during the last year.

Secondly, the crack down on smug­
glers, the check on hoarding, and 
action against foreign exchange viola­
tions and above all th e internal 
emergency had .brought the above 
result. If the Government had not 
taken those steps, I  th ink  the  resu lts 
would not have been produced. Those 
actions m ade m any persons nervous 
and so they came forw ard to  disclose 
th e ir  own income. Possibly if the  
schem e had been extended by  two or 
th ree  m ore days, th e  am ount w ould 
have reached the  figure <4 Rs. 2,000
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crorea^ B u t G overnm ent also had to  
stick to  certain  announcem ents and 
so i t  w as no t thought desirable to  
extend the time. I  think the scheme 
has been successful on account o f the  
m easures taken by  the G overnm ent in  
unnerving those people who had  un­
accounted m oney and th is is going to  
help  the country in  the long run. B ut 
w hat should be the  policy of the  Gov­
ernm ent I feel that they should devote 
attention to the constructive side and 
see w hat the tax  policy should be  bo 
th a t in  fu tu re  the G overnm ent could 
collect m ore revenue and stop evasion. 
In  this connection I shall re fe r to  
w hat some em inent economists had to  
say. Nicholas K aldor w ho studied 
our problem? subm itted a  repo rt in  
1956 and he says:

“From  the point of view of econo­
mic effects of taxation, the  m ajor 

consideration, is to prevent a tax  
system from  becoming too much 
disincentive on efforts, initiative or 
enterprise. Taxes on income m ake 
it less attractive to undertake w ork 
or to risk  capital in productive 
enterpriseo.”

Taxation system should leave some 
incentive to work; it  should not be 
so high that it becomes a disincentive 
for people taking risk. T hat is the 
c riteu a  which should be kept in  mind 
while thinking of the ra tes of taxation. 
There should be some saving afte r 
paying taxes so th a t it could be
utilised for productive purposes and 
creating more employment, and  deve­
loping backw ard areas. To quote Prof. 
K aldor again,

“Assuming a comprehensive tax - 
base, the m arginal ra te  of income- 
tax ought never to exceed, in my 
view, something of the  order of 40- 
50 per cent fo r income tha t is both 

earned and sa v e d .. .an  annual tax  
on wealth, conceived as a  progres­
sive tax, ought not to exceed a top 

m arginal rate  of 1-Z and 1-2 per 
annum."



Suppose a person earns Rs. 2 lakhs, 
after paying taxes he w ill be left w ith 
Rs. 30,000 or 40,000. In  a developing 
country like ours, some kind of deficit 
financing is bound to be there and 
it  w ill lead to increase in prices. In 
th a t context, how can we save money 
and put it  in  productive enterprises 
after paying tax  and ©till have suffi­
cient amount to meet day to day 
expenses? There should be something 
left for investment in productive pu r­
poses.

Therefore, Sir, it is but natural that 
we try  to  save something for the 
future. B ut here the people use their 
intelligence to evade taxes. I t will be 
good if the rate of taxation is such 
tha t it gives incentive to  pay taxes 
and to have some saving for produc­
tive purposes.

MR. DEPUTY-SPEAKER: You have 
been given more than 10 minutes. 
Kindly finish your speech.

SHRI S. R. DAMANI: Secondly,
Mr. Boothalingam in his Report of 
1967 while recommending Exemption 
limit to be raised to Rs. 7,500 stated 
and I quote:

“An adjustm ent ior marginal 
cases will be tha t the tax shall not 
exceed forty per cent of tint.* amount 
by which th e taxable income 
exceeds Rs. 7,500.’’ unquote.

Thirdly, the Wanchoo Committee’s 
Report of 1971 has expressed the view, 
and 1 quote:

“Having considered the m atter in 
all its aspects we recommend that 
the maximum marginal rate of 
income-tax, including surcharge, 
should be 'brought down from its 
present level of 97.5 per cent to 

75 per cent. We rw m m e n J  lhat 
some reduction in tax  rates be also 

given at the  middle and lower 
levels. In order to create an im­
pact, the reduction in  the  rates of 
taxation should be a t one stroke.”
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Sir, for the last m any years, w e have 
been witnessing more and more taxa­
tion. That shows tha t people w ill 
have to pay more taxes. B ut as the  
Indian economists said, more and 
more taxation would not help. My 
last suggestion is this that the Income- 
tax Department should try to find out 
new assessees. Instead of taxing the 
same peop’e every year and burden­
ing them with higher rates, the 
Income-tax Department should try  to  
bring in more and more aosessees 
under the tax  net.

SHRI VASANT SATHE (Akola): 
Sir, I rise to congratulate the Minister 
for bringing this excellent measure. I t 
may have tome lacunae but 1 do not 
think tha t it is at present worthwhile 
mentioning them. This is the first 
time that a measure like th is has been 
brought forward for plugging the 
loopholes in the present Act. This has 
given a bounty which was not even 
foreseen or imagined. According to 
our past experience, we had  collected 
less than Rs. 80.0 crores under the
old voluntary disclosure. Fteople 
thought that under the present m ea­
sure we m ight a t best, collect 
Rs 400 0 crorc.j but here is a bonus 
given to you—as far as you are con­
cerned, bonus is not abolished—and 
you have got Rs. 1500.0 crores. There­
fore, 1 congratulate the Minister. But 
please do not suffer from  complecency. 
W hat you have got or the disclosure 
that hag been made is like an ice-berg. 
What you havc seen is only a tip  of 
what is down below. My learned 
friend. Taxation Law expecrt, Mr. 
Salve, has said that there are no 
scientific estimates of w hat the black 
money is in this country and no 
scientific estimates are possible also. 
Therefore, we have only to rely on 
scientific guestimates as quoted by the 
Wanchoo Committee itself.

Mr. Salve was Chairman of the 
committee appointed to  suggest ways 
and means to unearth  black money. 
The first task was to  know how much 
black money was there. According to 
the Wanchoo Committee’s  projection,
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«ven in 1966-67 was Rs. 1,400 crores. 
W ith these projections for the  fu ture, 
the am ount stood a t Rs. 7,000 crrores. 
Today i t  would be anyw here near 
Rs. 20,000 crores. As pointed out by  
the Wanchoo Committee, th is am ount 
of Rs 20,000 crores is not lying hoard* 
ed  anyw here in th e  form  of currency 
etc. i t  h as already been converted into 
assets like skyscrappers, jewellery, 
Vasant Vihar places etc. and also into 
agricultural income. So, it is suffi­
ciently diffused all over  th e  country. 
As I  said, w hat has been disclosed is 
only one-eighth of the to ta l you w ill 
have to  find out w ays and means to 
unearth  th e  balance.

Under section 16 you say that the 
gold disclosed shall not be  liable to 
confiscation under the Gold Control 
A ct or  the  Customs Act and no penalty  
■will be imposed on the person m aking 
th e  declaration. W hat are you going 
to  do w ith th a t gold? On th a t you w ill 
get some tax, but that also you have 
reduced by 50 per cent This is putting 
a premium on default. Can't vou 
think in term s of having some 
sort of gold bonds’ Don’t be
discuraged with your last experi­
ence of gold bonds. A fter all,
last time the voluntary disclosure
Scheme also did not succeed but this 
tim e it has succeeded. So, m y sugges­
tion  is, introduce gold bonds. Today 
th e re  is so much gold in  the country 
—gold disclosed under the voluntary 
disclosure scheme and gold available 
otherw ise also. The Reserve Bank 
cannot m e th is  gold for international 
backing of our currency. Why not 
allow  the Reserve B ank to  take 
advantage of th e  gold available in  
the  country by issuing gold bonds? 
A part from  the little  gold which m ay 
be held by sm all people as security for 
some emergencies, w hat about the 
gold w ith the  m ulti-m illionaires in  the  
form  of jew ellery and even prim ary 
bold bars? Why can’t  we make use of 
th a t gold?

Another thong that I  w ould lik e to  
«sk ia» w hat about th e jeweliefry that

ytm are  haVJxtg? I am  to ld  th a t one o t  
the  princly houses has got jewellery 
which runs into hundred of crores of 
rupees. Therefore, in one house
alone, somebody has said th a t it runs 
into Rs. 1,500 crores. You have a
national m useum  of this ancient
jew ellery because its value is trem en­
dous in foreign countries. Otherwise, 
i t  is of no use.

Now, agricultural income. The agri­
cultural income is being used as the 
base to defeat taxation and also to  
defer tha t money. Therefore, exclude 
sm all farm ers, m arginal farm ers, 10- 
acre-wallas and 15 acre-wallas but 
those who have big land holdings and 
those who have other business and 
agricultural property, w hy can’t  you 
tax  agricultural income?

H o w  are you going to move fu rther 
to see that the undisclosed income 
lying in th is country is prut to th e  use 
of the people.

I am petsonally of the view th a t 
taxation is essentially a phenomena 
of capitalist system. As long as you 
think of taxation, y o u  are thinking of 
capitalist system and perpetuating a 
capitalist economy. If  you are 
thinking of moving to socialist system 
Guitmg to the Indian genius as well, 
you w ill have to th ink  m  term s of not 
having this system at all. In  a 
socialist system, there is no such thing 
as taxation. But as long as you are 
having the capitalist syrstem, rationa­
lise taxation. That requires courage. 
Rationalisation means reduce th e  
upper lim it of taxation. I  would say 
that the personal tax should be 
reduced to 57 per cent from 77 per 
cent today. You do £hat, does not 
m atter. Having done that, you say 
th a t the m axim um  tax  is on those who 
are the defaulters. But you say that 
th e  ra te  of tax  w ould be 60 p er cent 
on voluntarily  disclosed income. That 
means, it  is going to  be 60 p e r  cent 
fo r a  defaulter and  for an  honest m an  
i t  is 77 per cent. You can reduce it; 
I  w ill cbihprefrrtise w ftk  jw u  T on  d n
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m ik e  th ?  upper lim it tm 60 per cent 
fo r  all. T he lower lim it should be 
raised  ^ t least to Rs. 10,000. You can 
m ake it as Rs. 12,000, but the mini­
m um  m ust be Rs. 10,000. Having done 
this, once you do have a rationalized 
qystem, you should think in term s of 
one-point taxation. To-day, there is 
proliferation of taxation  i-e. in various 
forms. You have the excise duty, sales 
tax, income tax  and the road tax. On 
how  m any points do you w ant to have 
taxation? The more the  points of 
taxation, the greater is the scope for 
QOrruption; because a t every point 
you put a man; and that man can 
easily be corrupted and influenced. 
Therefore, can’t  you think in terms 
of an one-point taxation, i.e. at the: 
level of production, and in business, 
a t the level of distribution? You 
should tax a t one point somewhere. 
So m uch of tim e and energy can be 
saved if there can be one tax  on roads.

That is absurd and an eye-wash. I t  
you really m ean business and w ant to  
have a ceiling on urban property, th e  
word ‘property’ m ust m ean property  
complete. You should take action 
against those who have purchased* 
with black money, land and built sky­
scrapers in Bombay and Calcutta. 
Therefore, there must be a ceiling on 
urban property, whatever the  form  
may be Once you have done it, 
where w ill the black money go? You 
will then be able to control it at both 
the endrc, viz. a t  the end w here i t  is  
generated and at the end w here it  is 
transformed and used to exploit the 
society further. Therefore ceiling on 
urban property is a condition prece­
dent to any effort to stop the growth 
of black money in this country.

SHRI DINEN BHATTACHARYYA: 
All these things will not come in  th e  
paper.
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SHRI DINEN BHATTACHARYYA 
(Seram pore): W hat should be the
source of taxation for film artistes?

SHRI VASANT SATHJE: W hat
would Mr. Dmen Bhattacharyya like 
to  suggest? I think Mr. Salve is the 
best authority for th a t purpose; he  
knows the film artistes, actors and 
actresses better than I do He should 
suggest the point at which they should 
be taxed Before concluding, I would 
like to say tha t you should have ceil­
ing on urban property. I t is no use 
your talking of black money. Black 
money is converted into some form 
ultimately. Only in two way*3, i.e. 
either in production or distribution, 
is it generated. W here w ealth is 
generated, black money is also gene­
rated  from there. Money is w hat 
money does. Therctfore, try  to have a 
control at these points, viz. production 
and distribution. Secondly, have a 
control on the  ways in  which it is 
transformed. W hen I say tha t we 
should have a  ceiling on urban pro­
perty, you ohould not have tha t frayid, 
vis. of * ceiling qnly Qh vacant land.

SHRI VASANT SATHE: As long as 
I can persuade the Government, I  
don’t  mind if not a thing appears in  
the papers One more suggestion th a t 
I  would like to  give is th a t w e should 
have management control. A lter all, 
in industry where w ealth is created, 
where does the mischief take place? 
I t  takes place w ith the help of men, 
like Mr Salve; that is at th*e origin. 
And later, it takes place w ith the help 
of persons like my friend Mr. Chat­
ter jee, in the court of law.

SHRI SOMNATH CHATTERJEE 
(BURDWAN): We operate in a court 
of law; he operates elsewhere.

SHRI VASANT SATHE: But we are 
all operators!

SHRI N. K. P. SALVE: We coope­
rate  in every case.

SHRI VASANT SATHE: The
trouble is that it is concealment of 
real income. W hatever is rea l pro­
duction, tha t is concealed; real 
income is concealed. False balance
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sheets are prepared which are  certi­
fied by chartered accountants and so 
they are considered as sacrosanct as 
i t  were. That is how blackmoney is 
generated and grows. We have to 
change the structure of management.

We are now talking of the 20-point 
program m e and w orkers participa­
tion in  management. L et the  
w orkers he real partners in the 
m anagem ent in thfe sense of 
top  management, in the Board 
o f Directors then  they  w ill so 
i t  th a t the management does not 
conceal real production and real 
income. Also, since 80 to 90 per cent 
of the  finance of the industries is 
from  the public financing institutions, 
they should also have control over 
th e  management. If the representa­
tives of financial institutions have 
effective control over the m anage­
m ent, then evasion can be stopped at 
th e  source itself That is the last 
suggestion I w ant to make.

Sir, while thanking vou for giving 
m e an opportunity. I hope the hon. 
M inister w ill take note of these 
-suggestions and w ill t ty  to satisfy us.

SHRI VAYALAR RAVI (Chirayin- 
k il): Mr Speaker, I futly agree w ith 
the action taken by the hon Minister 
and disagree w ith 1hr Resolution.

The hon. Member, Shri Chandrap­
pan; m ade a very long speech. Even 
though he abused and accused the 
Governm ent he never gave any 
suggestion to rem edy the situation, to 
p lug the generation of black money 
and bring to the open the 
b lack money already in operation 
from  the hidden sources.

SHRI DINEN BHATTACHARYYA: 
H e  referred to the  Wanchoo Commit­
tee  Report.

SHRI VAY4LAR RAVI: The
Wanchoo Committee report is not a 
bible. One m ay agree or disagree
w ith  it.

Shri Chandrappan w as saying th a t 
there is black money in existence to 
the extent of Rs. 7,000 crores to 
Rs. 14,000 crores. I  fully  disagree w ith 
this kind of calculation. I t is not a 
question of calculating the quantum  
of black money in  circulation. I t  is 
being generated in the country a t 
every mom ent because of certain 
economic difficulties or situations. The 
question is not w hether the black 
money in existence is of bigger quan­
tum  or sm aller quantum  but how  the  
generation of black money can be 
prevented and, secondly, how to bring 
out the existing hidden black money.

I  thm k it is very unrealistic to  
try  to quantity  the black money in  
existence W hat is the state of the 
Indian economy7 More than 50 per 
cent of it is agricultural economy. If 
you take into account the national 
growth and arrive at the total income 
and, on that basis make a m easure­
m ent of black money, it is absolutely 
wrong. W hat about the Indian 
masses, the poor and m iddle class 
people? F uithcr, we are not taking 
into account the quantum  of money 
in the form of gold in the hands of 
the people Does Shri Chandrappan 
say tha t those Rs 14,000 crOres of 
black money is in the hands of the  
70 big business houses? I do not 
believe he means tha t So, it 5s un ­
realistic to give some calculation, 
w hether it is Rs. 7,000 crores or 
Rs. 14,000 crores.

This Bill had the effect of bringing 
to  the open Rs. 1,400 crores of black 
money.

F irst of all, generation of black 
money should be plugged a t the  
source. Therefore, I  would like to  
know from  the hon. M inister w hat
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follow -up action is being taken. Is 
.this the  end of everything or the 
beginning? I  w ant this to be the 
"beginning of many things to make 
our economic system develop on pro­
p er lines.

I disagree w ith Shri Sathe when he 
suggested tha t by putting some Mem­
bers on the Board of Directors Gov­
ernm ent w ill be able to check the 
generation of black money in the 
industrial sector. For example, 
Government have nominated some 
Directors on the  Board o f the “Times 
of India”. Do you think that becausc 
o f tha t their management is follow­
ing the expected norms? I  have heard 
stories how the Directors there are 
spending a lot of money and leading 
a luxurious life. Such Directors will 
only enjoy the benefits of black 
money. So, w hat ig needed is proper 
follow-up action.

The public sector is not creating 
black money, but its contribution to 
the Indian economy has to b t taken 
into account while considering this 
problem.

Shri Dinen Bhattacharyya said 
that there were certain reasons for 
the generation of black money, but 
the question is how to put an end to 
them. The present high rates of 90 
and 95 per cent taxation act as an 
incentive for the creation of black 
money. Government must, therefore, 
take a realistic view and should not 
be ashamed of changing the tax sys­
tem as suggested by Shri Salve, w ith 
whom I agree in this respect.

Coming to contributions to political 
parties, we are, after all, living in a 
democratic system, and we have to 
have political parties. And political 
parties have to get contributions. I  
do not know w hat is wrong in that. 
The only thing is that at present we 
are getting black money. That must 
go, nwd companies should be allowed 
to  contribute, to  political parties. In
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fact, we have already passed a Bill to 
that effect.

I would like to inform Shri Dinen 
Bhattachaiyya that the present Gov­
ernment in Kerala has created an 
economic cell to see that there is no 
evasion of sales tax etc., and to check 
economic offences. His leader, Shri 
Namboodiripad, ruled my State twice. 
What did lie do9 His party ruled in 
West Bengal. What did they do 
there? They only come here and 
abuse the Government and the hon. 
Minister, without making any cons­
tructive suggestions.

SHRI DINEN BHATTACHARRYA: 
iDon't ask us here. You should have 
asked NamboOdiripad there.

SHRI VAYALAR RAVI: Mere
^buse will not produce results. I, 
therefore, suppoit the Government 
and oppose the resolution.

MR SPEAKER: The time of three 
hours allotted to this Bill will be 
over by 4 10. I would like to call the 
hon Minister at 4 15. There are still 
some speakers So, if they confine 
themselves to five minutes each, I  
will hp able to complete the list, 
because, apart from the hon. Minister, 
the two hon Members who have 
moved the resolution have also the 
right of icply

SHRI B R SHUKLA (Bahraich): 
Mr. Speaker, Sir, there is a genuine 
anger and antipathy against the tax  
evaders, which have prevented a dis­
passionate examination of the Bill on 
merits. The Bill in its scope is very 
limited. The Ordinance which is 
sought to be replaced by this Bill was 
issued on 8th October, 1975 and ended 
on 31st December, 1075. Therefore, 
anybody, who has made a voluntary 
disclosure of his income and wealth 
during this limited period, is entitled 
t0 certain benefits. Those benefits
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are: th a t if he has m ade a declara­
tion and at the  same tim e deposited 
the  tax, produced a proof thereof, 
invested 5 per cent of the  voluntary 
disclosed income w ithin a m onth 
from  the date of declaration, he is 
entitled to certain benefits.

Now, anybody, during th is period, 
during the curren t year, could take 
a ll these benefits. Therefore, there is 
no discriminataion between the  
honest and the dishonest tax  assesseea.

As far as the second point made 
by Shri E ra Sezhiyan about paym ent 
instalm ents is concerned, m y submis­
sion is tha t there are tax  assessees 
who are not in possession of sufficient 
amount to deposit. Thtrefore, exten­
sion of tim e has been provided. For 
that, they will have to pay a simple 
in terest at the ra te  of 12  per cent per 
annum.

As far as the th ird  point regarding 
launching of the gcheme is concerned, 
m y submission is tha t the taxation 
laws are prim arily not penal in their 
nature. The penal provisions in  
various tax  laws are made to compel 
the  assessees to  make payment within 
the tim e and to give correct details of 
the ir income and wealth. Therefore, 
the  prim ary purpose is to facilitate 
the due paym ent of taxes. Now th a t 
objective can certainly be achieved by 
the applicatiaon of the penal provi­
sions of the various enactments But 
th is mild measure which has been 
introduced for a lim ited period is also 
aiming a t facilitating the collection of 
revenue and taxes* Therefore, this is 
a sort of compromise between the 
tjax-payeps andt the Government. 
Supposing th is Bill is not passed, 
w hat w ill happen? Those ordinary 
law s of taxation w ill rem ain in  appli­
cation and in operation.

Mr. Salva has rightly  pointed out 
th a t  in  spite -pf the  best efforts of
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the tax  authorities, the crises are E»ror 
tected in  a  court of la p  (Sujp?m tt 
Court). Therefore, during th a t period, 
the  Gov&mment is deprived of early  
benefits and a lo t of money is invest­
ed in  litigations. Therefore, compro­
mise is a good w ay of setting disputes 
and effecting reconciliation. This is a  
sort of device. This Bill is nothing 
but a sort of compromise scheme to  
and disputes expeditiously.

Under this Bill, there  would b e  
not any right of appeal or review or 
litigation. Moreover, the tax  w ill 
have to  be paid immediately, and the 
money which w ill be otherw ise left 
w ith the assessee has also to be partly  
invested in  this scheme.

So far as the smugglers are con­
cerned, my submission is tha t Gov­
ernm ent has detained certain persons, 
under MISA. Those persons who are  
detained under MISA in connection 
w ith the  smuggling activities w ill no t 
be entitled to the benefits of th e  
present Bill, as provided under Clause 
21.and this House is going to debate ft 
Bill in  regard to  forefeiture of pro­
perty  of the smugglers. U nder th a t 
Bill, the property  of those persons 
who are detained under MISA and 
who are in  possession of huge w ealth 
o r property, w hether it is i*1 the 
shape of gold, building or other 
things, shall be confiscated. They w ill 
rem ain as detenus in th e  jail. There­
fore, there is no concession for such 
persons. So, this Bill is sim ply 
another w ay of tackling the  tax- 
evasion problem which has assumed 
colossal shape in  this country.

The people do not disclose th e ir  
Income easily. Of course, the ordi­
nary laws of land  relating  to  tax  have 
not been held in abeyance. They 
rem ain automatically in force. In  
fact, in  th is  Bill, th e re  is a provision 
th a t if there Is any default in  paym ent 
of tax  on the  voluntarily disclosed

jA x u & ira r m , u r n



income, if there is failure to invest 5 
per cent in Government securities, the 
declarant will be deemed to be in 
default and the ordinary taxation 
laws of the land shall be equally 
applicable even to such defaulters.

One thing is very revealing that 
the income-tax authorities who have 
failed to enforce the laws as honestly 
and vigorously as possible are going 
to  be rew arded by the Government.
There are  three beneficiaries under 
th is Bill. One is the Government 
because it has got money 
which remained undetected. The 
second category is that of dishonest 
tax-evaders who are going to get 
certain benefits, such as, immunity 
from  penalty and prosecution. The 
th ird  category is that of tax-law  en­
forcing official class who are going to 
be rew arded intsead of being punish­
ed for failure to .bring such tax- 
evaders to book.

Anyway, it is a compromise 
measure. It has shown very good 
results. Therefore, we accept and 
welcome this measure because the 
proof of pudding is in the eating and 
the eating has shown good taste.

W ith these words, I  support the 
Bill.

VmT («TT5ft)
*nft m *n r w*m  

w tf  n f  ;r?fF apTrr t m rr  
fr#V f i r m r f t  £  <ft ^  5 i
fa «FTT i |  n3*T *TT *fV ?>TT

1 ^  ^  *pfif srfr % ?
tit jpft f te ft |  ? f a r  ^  ^  f ,

% tit  m i f **
1 * rr^ * r 

% fsp jt?; s rw ^ r  w s  
irftft fc, %?r jr® fW
t  f a  far?r #  «rre f a t f  ^  »fnr ^ r  
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w o t % fspr
for ^  ^  srasrrcii for § *r  ^

( 1 1 ) *rH ( 1 2 ) w r  ^  t  ■

“ 1 1 . Notwithstanding anything 
contained in any other law for the 
time being in force, nothing contain- 
ed in any declaration made under 
sub-section ( 1 ) of section 3 shall 
be admissible in evidence against 
the declarant for the purpose of 
any proceeding relating to imposi­
tion of penalty or for the purposes 
of prosecution under any of the 
Acts mentioned in sub-section ( 1 ) 
of section 8 or the W ealth-tax Act.

12. (1) All particulars contained 
in a declaration made under sub­
section (1) of section 3 shall be 
treated as confidential and, not­
withstanding anything contained in 
any law for the time being in 
force, no court or any other au­
thority shall be entitled to require 
any public servant or the declarant 
to produce before it any such dec­
laration or any part thereof 0r  to 
give any evidence before it in res­
pect thereof.”

arm  % f w  v m  #  nifl *pt fkm  |
for # fo *T  5PPTT *  *>T<T STF3T tit, 
fo*T fsptf stocT I

f?qT for for«ft w  tit
* # rr  srrcmT 1

?ft s*r 9ft irjT?nr *r?r prr for farc*
3PTT tit *TT V R j f t  

%, 55rr| % afW R %
5sn% ^ r r  w a r  -=rft% |r ,
? > r %  srrsr w p t  3?r q r  v t f  ^ r r ^ r f>
?Tff 3fTt aptf JTg V a rR
¥%»tt 1 ^  g |?r st«ot ^t*t f^^rr
t ,  wm f5p*rr ^
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vfff *rr*r % qr t|* it i s p it

^ 5T T t  fa lT T  3m r  w t  t  5T> 
5pfr*TT f a  f$p?$?5rre % frraft wt»r f  
w*r % arr% ft? g r ^  <rm
fagsft *>r£f I  ifh : ft?er*t

swaTf £ ^  * r f r  w ^r
ift m z  ir m m  ftaT i

jr?t q r  anft arft ^  ?ft*r « u ^  fr 
f a t l f f t f  *!TFfitg?T%TT|SrT$ I 5T»TT^ 

eft ?rrfV?fWcT r̂srerr
|  tfh : % srrc ?r«rf|- 5r ^fr
f ^ r r  wt "rawT % i srar srr«r ^  w  t o r  ? 
s n w  S w  srrfag rf wPm  % f^ T  
*ftr sr* ^W f *p> w tf ?TrfhF) f t  ft: 
* ? r t  src f^ f ra r r  fajrr i ĝr̂ fV 
fft»ff ^  »rwft % wnr«r ?fttT 
vtfV 1 1  *r»R stpt ^ r -  srR*r*f 

%% m  w k  7 *  v t  ?HTf?TT 5R% 
w¥, fffr *H[ ^ t f  5HF WTrT ? ST* ^
sfr gftacT srft | ,  *rfV ? s?*n?

^ t ?rrft <ttct *rr ;̂*r ^t#  
*ftr WTt *TST<fr ff>c7 fir, v z  

? :?rt w r r  ? ?  » m i  i s  srrsr w i t  
fsTsp̂ r *tptt, arirr % i
zr% m tr |  fa? ^  ^tstct m zw w * n
*t*t smnft %ftr. ^*r t i%  £ft ^ft ? r i  
itts t w t t  setpt v t  ftr'ir r̂T, ^  f%^n| 
Jr 5T^*rr, ?r ?t<t»it i ^  s V̂f  

| .  %%;t  wrnr % f^qr ?
^ r  ^T?rmTT ^ r  srnr afmflr % f ^ F T  
^W*TT W T  ^3FgT f^ rr  I ^TTT
w r r  s*Pgr ffr% % ftwr #  «jjt^*ttt 

|  v tT  *Ft «rnr ^  srt^w  ^  fa*rr ?

«rr?ft fe ift «rf«r *rt f ^ R  arr^ff % 
v fa  w t  spm f^nrT ? ^ ' f #  ^  %?tt %  
faRr%«rRTfr>rr«rT«h:^<T^ i o o w ^  
*n so ^  q-?% wa w
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wr irr, vr wr # tf#*rr fwr 4 s 0 
^  % W  *  1 % 3 ? $ #  *T|
#  f w  f«P f%*t ^  * m  sfrqreff ^  ^  

*rnf^f % m*r % «pt
ferr, ̂  ̂  5R% gft ̂ rfr T|f, ^  % 
*nm % t^ r ? R  f w  1 w  «rr«f 
wrw (4) *rt %̂cr 1 âr *r *>n? fwsr

I :

(a) where the declarant is an in ­
dividual, by the individual 
him self . .  . and where the 
individual is m entally inca­
pacitated from attending to 
his affairs, by his guardian or 
by any other person compe­
tent to act on his behalf;

(b) where the declarant is a 
Hindu undivided family, by 
the! karta and w here th t 
karta is absent from India or 
is mentally incapacitated from 
attending to his affairs, by 
any other adult m em ber of 
such family.

3 ffq 3 ft3 ^ ? fp if% « T R r« ft^ v r
THT, *ffTT, tffaT, <T*TT m  % 5TT*F fesTT

«t>t ^rf^T v m r  «rnr #  «Rnrr 
|  fa r ?fr»ft ^  q r r  f w r  ^  ?fr

*rn? f  f% qrqr ^ r r ^ ir  *i t .  
^ R T  5TPT fsRfV t ' t  ^Trwq- I %% 
ST̂ TT »T r̂< V I  cfT  ̂% ^  |

*NY flSRT T̂PT ttV f»T f  I *1 *TT
f w t  ^  *ra?r np*rr | ,  m
f3fr*iT |. ?ft fevr «jt 1 *rrr 
sp^TT log I  f y  % *TR«rnr
spt f̂ Tim ?r̂r 1 apsr fmnj %
aft 3T3T 5^ :  t̂cTT ^  ^  ^TT JfFfT
i r m  |  f*F ^ t j i t  | ^ r  fisr
*ft *ur •mr fwvT r̂rarr 1 1 w*rr 
'̂BTt’T*  ̂WIT WPTT  ̂ffV «n*T 
|  f w R  1 1 i m
z x  * t  w m  *  » fk  fw  w tt  w»r ®rnr
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VSriTTi* I *1$  rrm f t  ?ppT f^jT |  
f^F 5T5T *rrfft  % 5ft

|  f a  gxtTq- ^
WST $»T gfarf jr tt  |  ? SR 

*rts Sr srr?rt ? m  »rrfV ^  
& f t  |  f a  *r?r ^ n ^ r r  |?rr srfr - t *  
spptt *rf % fa^srrr % s tf k t
f a jn  % f a  w w  m *  f a r  v r  ^ t  sfr»-
fe<ft n̂*FfHET *f?T 5FTT k  *fhr STPT T̂JT ^T 
STT*T f a t f t  SFt W RT7 ^  ^  I ^ *T  
% sft qTT f a i n  £  ^  fa?rt 5tt Terr ^ T  

# f ^ » r f 5T?r *»m ?r?t ^t?tY  
1 1  ^ t *€ t *fr r f T  * R ?f t  f . v ftj
^rnct srr# ^ i w ^ t  ^frj *r strt»- T ^ f t  t  
f a ^ S T ^ ^ ^ f a q T  TOT sftr  ^g-% 
ir sprc°r *r i % far s-^rrtr forrcfe:
% w  ^rnr f w  f a  *trV strt a t  
*ft, ^  w ^;t f a  % fm r spt ?nft 
gvrr^ir, grra- 3ft qrq- f w  fr, ^  ssfa 1 1  
s v m  * *f , t ft  * m j * r 1  %  ^ftff *r tn s rrfto
?TfY f W  3TWJTT I

w m r  ?t i s  'Ft tr̂ rr
emT #  scrtr 31 f ^ n ^ F .  1 9 7 5  3?t TTrT 
«Pt 1 2 ^ ^  r̂*TF?r ^‘t »rf i ¥R s*r

»TT aRTT « f m , ^  rft fOT 
% STJTPSTT srV *ri$ «fTrr *nft w? *7^%
I  \ ^*r fe?r TTrr v t  12 snr era *$vrr 
T?T t f k  1 5 Tjqq-T ■JJT»r f*T?T *T̂ T I 
* m  Jfrp r ^  P r  fsnr fft«fr ^  *r?rrg'
f*F^ ft, fTT̂ r *rr% x̂f?# i

SHRI CHAPALENDU BHATTA- 
CHARYYIA (G iriilih ): Mr. Speaker, 
Sir, in the context of the economic 
trem or which overtook India in the 
last two and a half years, Govern­
ment had tried  various budgetary, 
monetary and fiscal policies to over­
come the situation. The O pposition's 
contribution in these difficult months 
was, unfortunately, negative. There­
fore, Emergency had to be proclaimed
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and in order to discipline our socio- 
rconoinic life, the 20-Point Progra­
mme came, and along with that, cer­
tain relief to tax payers was given.

T will not join issue on the quantum 
of black money, the nature of the 
parallel black economy that is, opera­
ting in India. There are various esti­
mates But. in spite of what the Minis­
try  of Finance has been thinking about 
tax on conspicuous consumption or 
expenditure which was originally sug­
gested by Nicholas Kaldor, I feel we 
missed our way. The immediate 
reason was that the return was too 
small. That way. a loophole was left in 
the net, and use of three rooms out 
of five rooms by the new-rich in the 
five star hotels and use of house-boats 
in Kashmir and other places—this 
sort o£ conspicuous consumption — 
overtook our national life. We should 
not have waited then. We missed our 
way by not continuing that tax on 
expenditure, and the entire net was 
thereby left with a loophole. We fol­
lowed, the some method which the 
Kailwav Ministry followed, namely 
if tjnare is ticketless travelling, 
increase the freight^? and fares; 
there is evasion of income-tax 
and. therefore; go on increasing the 
income-tax rate. That was the  short 
cut, but it has recoiled on our eco­
nomy. Here, I  would refer you to 
Hugh Dalton, the Professor of Eco­
nomics, who wrote a textbook on 
public finance and who later on, be­
came the Chancellor of Exchequer in 
Britain. Although he enumerated that 
inequality of income and inequality 
of inheritance formed the very core 
of inequality and disparity of the life 
of Bntain, the very first thing he did 
was to reduce the rate of income-tax. 
Here, we have been going the other 
way. The incentives for evasion went 
on increasing and the volume of black 
money went on accumulating. I t  was a 
wrong type of spiral. This spiral had 
to be broken, and I am very happy— 
and I congratulate the Ministry of 
Finance—for thinking about this 
scheme which, at any rate, has rever­
sed this spiral.
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I  agree th a t the  ra te  on personal 
taxation should be reduced. I  also 
agree th a t the  professionals should 
not be harried  and harassed. Upto 
Rs. 25,000 of income, th e  incom e-tax 
departm ents approach has been doing 
very  w ell and has been giving good 
results. The top professionals, doctors 
and lawyers should not be harried  
and harassed otherw ise the  pheno­
m enon which took place would hap­
pen. The fam ous ju ris t and lawyer, 
la te  P . R. Das said: “Well, 1  earn  only 
Rs. 20,000 in  a  m onth and 1 leave the  
o ther .cases, because in  tha t case nine­
ty  per cent of th e  income would be 
taken  away by  th e  Governm ent” . If 
th e  doctors do like th a t, our nation 
w ill suffer, they w ill not be taking 
m any patients and it would not help 
our national welfare.

16.00 hrs.

As rtogards rationalization of tax 
laws, I w ould like to  know how many 
of tax  lawyers have kep t abreast 
w ith vast developments, changes and 
modifications of incom e-tax and 
w ealth  tax  legislations. The w ealth- 
tax  legislations have changed fre­
quently; the  rules of th e  Central 
Board of Taxes have been changing 
quite oftener and then there is the 
vast super- structure of case laws 
loaded on that. Mr. Speaker, Sir, I 
plead through you to the Finance 
M inister for simplification of the tax  
laws. The rich can afford to get legal 
and accounting expertise bu t I am 
thinking of those people who do not 
know the law  or can not afford expert 
advice. In  the case of income-tax, 
the  exemption lim it should certainly 
be increased to Rs. 10,000 bu t there is 
the greatest anom aly as regards 
w ealth  tax. There is exemption from  
w ealth tax  upto Rs. 1 lakh. I f  it is 
Rs. 1.10 lakhs, th e  assessee has to  pay 
upto Rs. 1.10  lakhs in assessment, fine 
and penalties,. That way, the  small 
m an w ill be completely annihilated. In 
some States, there is u rban  property 
ceiling or some other ceiling upto Rs.

tw o lakhs. There should be some 
cordination and upto  th a t amount, we 
m ust give to  the sm all man, the  low­
er m iddle class m an and th e  poor a 
break from  the ever-increasing net of 
the  taxation, to w ithstand erosion of 
value through inflation.

I t was m entioned th a t the penalty  
in  the case of w ealth  tax  is ju s t one 
per cent. If the  am ount involved is 
Rs. 1,10 lakh which is a m arginal case, 
much depends on the  officer. The ass­
essee is faced w ith complete rum. 
Ju s t as in  th e  case of incom e-tax up ­
to  Rs. 25,000 you have a reasonable 
procedure, in the  case of w ealth tax, 
there should be a reasonable proce­
dure upto some low er figure, if we 
have to carry the assesses w ith us, and 
because th a t w ill repay in  abundant 
m easure through higher tax  revenue.

Lastly, I  cannot forgot m y little 
place, one of the best in B ihar th a t is 
Giridih, the district I come from. We 
should have an Incom e-tax Collector 
thex$; income tax  revenue w ill go up 
very very high if you just have your 
offices thfft-e Instead you have placed a 
Central Excise Officer there. Those 
cases would have been taken over by 
the  Incom e-tax Officer himself. The 
resu lt has been th a t you are spending 
more there and getting nothing. If 
Giridih is a case in point, rationaliza­
tion of the organization itself is 
called for so that the net is widened, 
the approach is homely, friendly  and 
helpful and we would get certainly 
adequate results.

«fV srfa  w m  (sfep r f e f t )  : 
<r6*r«sr rsr ^nr

% tf e r w i r s r r c r  
t f k  a  f a  % sftr *r * n r w
f o rm !  % \ TrfiRfrsr sft* $

% f o r  ffpprapnr 1 sp r^ r- 
w rfow f % 

s r a  »rf » ^  t  vrarr ft?
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fa v rw fr  f  «r?r *ft <ft $Sr ^taror- 
sresrrf ^nrf^ , srarrar

% fW? cR^; ?r ?  ^  arnf s-sft

apf I *FTTftR ?f£t |  I t  WTfrftRf
«pt ift ^ v n c w n r  Swr g fo  g|<r
^ r ? r  % srr*r *r? ^r*r fspuT |  sfhr h tt^  
t o  s#^r apr | ,  w  spr *r*rc s f r  cTT? 
? f t w r  to p tt  t o t  tr> * 9  vft * g  f o m r  
*^»r 1

16.86 h » .
[Shri Bhagwat Jha Azao in the

Chair)

«P*»£t v t  3ft frqftff I  7 ?T % 
iprrftrr 7  iprrc: w rrir s w ¥
m  sw tt  |  SrfrrJT 3?r f r q j i  
?r> w ^ t  m  $> »nr £, *rsr ?ft 
ssriTs> | 3t r  * t t r  t o t  ft*rri S rfo *  
^  ^  qrft $ t m -1 w t$  ift ?i*sr
$  art f i t f t  *rtr * f f * r  Jf  ^*r *frt t o t  *nrr 
gt*rr 1 5?r % «rr«r ?rr«r w  ^*r ^  $*rrcr 
sr?j*rR |  ? r f € t ^ r  2 5  f^rrr ^rctar 

spTff>rr tsrxftq- % s rs r  w r  t o t  t « 
* ?  sfkcfr ¥ t  w hrr % f*r?  f , * tF ff  
«r? fir £  «rrs* 3r ftrq $ 1

«ft * £ R i w  . v n r  f 5  jfrsrnr
qftfat* 1

sarftr ^ » " r : *  ^ c rra r  £  1 s n r  

*Pt *TTf*?r$er ^qrftrH : qrrcT jf?t s t ^ k  
eifrfa tft  % «ft eft
f ® ^ t r a r ^ ^ r a r r 9R t w ^  qrt^rtftmr
*rt «r? ?r;frsT ^ T r fo r  ............
( « w r m s f) . . .?ft qr? 'sfr 2 s 

* R > f  *pt ffrrr  ^*r *t *r?r *r?r $  srcr
% fsT<T t  *PW e!T g  W^TTX w t V t i  

*X F R  3 SFTT ^ T f ^ [  I

aft wt<r & m  5 t<rr =arrf̂ q;
v t  srrer «r^r f , t  wt v r  Sr ift  % tfi

mt '*rr$m g » h

ftrfft % tt*t f t  fsrar *pt S w  ^ r r  «rt 
« r t r  !T ST C JtfT  ^ t  ^PTT «T# I f f W T T  *fTT
«ft ^  f t  ^rnr 1 farar ^wrar^nft 
*mnr «pt arr?r T ft ? r r i 'f j% r
^nrnr^R- ^ft ^ra- ^ft ^  srr Tfr aft 

«r̂ 3rrf*T5r 5nrr?r5} *ft * m  $  few 
% f9rq 1 9 2 9  aft srnTsr «p^t wr
t | |  srtr % sis  »ft vnsr ^  t^ t  
| ,  $ fq-*r*fNr «pt *rtff ^  
^ rsr^ rsr % x x  xn$r v t ,  tft  ?r> 

|  %  ^ r  sR 'iw ^f)- ?r*rr^ 
f̂ RT i r ^ r  f w w  «fk  z tct
ift ?r ^ rr «?f s m  vfp*  
snf'fRT^f sfftift f ir  ^  spriff ̂  w*nr ?rv. 
2$r?? vffrr f  1 w $*ft»

«rIrrT^r ^  £*r if 
?ft^rr^ t t ,  f a w r  % *Pf ^  ^  
3 0  msr ?pp ^ fb rr t s t t  * f t  y n f w r  
«ftr ^ < t ^ r  Aft %x 1 1 w *tt f i r r t  *nrt

« T T  e ft STfeT f T ^ F  f  J a f l t  « T 5  
q f t  STTeT 5 fe T  ? T 8 ^ t  f  * f t W  S f t S V

sfft i «r*r^ ^?r J»r ^ r  t p {5  v*n?fT i f iw  
* r |f  f t  f^r ffta r w r  <rc ^Tf?r*T?r «ift 
3rr<r 5ft a ft  j f t w r  a rti’ * f t  
I  i f t  inTeT !T ^ t  % I * m  iT ^ ffW  
|  art ift’TT t |^tt * j ^  v«rgfh: t  ?ft 
^ > r r  ^ r*ft T f  ? r ft  w ^ f r r  ^  mx
N W  r̂a: «r<?: 1 1 t i * ?  *flr

%  f?n? i f t  s n F f f  |  f « F  3J> t f t * ir  f  
g i r  v t  fT H FR TT  3TPT I *r i f t H  ^  ^ h f  H T W  
ft?TT ^ t * r  «tft ®r#t I  <r*r ?r ?t?%  %  f ^
fa e tf  ^  gpR?r |  ? «ft w  % f tR

f?wfwr
3mf 1 «f *r*ma7 g f v  ft-sit ^  F*nt 
{jfaft s^er w  I  %ftx inrc ^  ^  

w ff srt f??5?5rR ^  «rfi
w r  i
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r*ft Terrfvr i r r o — ^rr<V] 

% *rr«r srr«r fs ra  *tW t % 
f iw r ta n c  ffnrr §, *ptt *t> t

*ffar iftK  fe*rr ^rnr ?r> 
W  «ftr q*5 ?fftr I  f%

« w r <ftr qrr s*r ?ft s r o r
3*T % I R  «TC 3IHTT % Jffflnft, s f tr
* iw t ^  1 1  t  r̂w«r?Tr £  far *?$t w  
^ n r f t  *rt * p r  spw httt & 1 ^  tnnrar 
t  f v  t o t t t  ssRT »rsrar?ft % aft 

f  m  m  ^rnrsr *> JFtore 
»' 3<r srrr *rcr?nr t ,  ^  f to r  i
^wf^rqr ^  sffTT |  ?rte t *, ?ft
fftey wtz  % f ? ^  «ft ^ r  arrsr i *rte *rnr 
sra^r *r?ft frrffV *rsr*?r t ,  ^  sptctt 

^  % frrar |  %  m x  ®rr*r f a r  
^ ? s r  *r Tf̂ rr?r*r ^  ^ n f  v t  

*?**rr ?ft *rsr |  fsB f ir
«pt f?r*rnsr w r  «ft *fcrr srnr sprerr
I f T  |  I f'TPC JfTR T «r*TcT ^ T
fram  ^  f  ?r gT«rr % fa tr i <r?r 
farstr ^  f i r  srrar sreOr £ i ^ crt S  
^srrr w t t  «it i
THE MINISTER OP STATE IN­

CHARGE OF THE DEPARTMENT OF 
REVENUE AND BANKING (S ltR l 
PRANAB KUMAR MUKHERJEE): 
I am grateful to the  hon Members 
for m aking the ir observations 
by and large supporting the 
various provisions of the Bill. We 
never claim ed th a t this sche­
me is the only rem edy to fight against 
black money, its operation and gene­
ration. W hile m aking my introductory 
remarks* I made it quite clear tha t 
we took certain steps for quite some 
tim e for unearthing black money and 
bringing the  economic offenders to 
task. And, as a result thereof, a situa­
tion was created in the country in 
which it was found tha t if  w e could 
come forw ard w ith a scheme like this 
perhaps a bit of the  blackmoney 
could be unearthed. I  am not spea­
king from any philosophical or m ora­

listic point of view. Keeping the  rea­
lity in view and keeping the short­
comings under which the  D epart­
m ent is to  function, we shall have 
to  keep in  m ind th a t this scheme has 
helped to  unearth  a  part of th e  black 
money. I  do not know w hat is th e  
quantum  of black money actually 
ruling in  th e  country and I  would
not like to  en ter into th e  guess work 
either on scientific o r on unscientific 
basis b u t the fact is, Rs. 1500 crores in 
the  form of income and w ealth has 
been declared. A t the same tim e it is 
to  be kept in mind and it has
been declared on m any occasions 
on the floor of this House and
outside that it is ju st a part 
of the  to ta l operation which is 
going on. Why Government resorted 
to  such measures, Sii ? I t has been 
suggested w hether we could unearth  
these amounts of black money m ere­
ly by conducting raids, seizures and 
searches. Sir, the maximum num ber 
of raids conducted in the year 1974- 
75 is in the order of 2,000 and the 
to ta l value of assets seized as a re ­
sult thereof is in the  order of Rs. 17 
crores. The iotal number of assessees 
who have taken th e  advantage of the 
scheme and declared their concealed 
income and wealth is m ore than
2,53,000. If one just m akes some 
arithm etical exorcise, one can come 
to  the conclusion how many raids 
would have yielded to the Govern­
m ent these tax  arrears by th e  assess- 
ees. But, a t the same time, it is to be 
kept in  mind that when the  scheme 
was in  operation from  8th  October to 
31st December the  Government did 
not stop seizures, searches and raids. 
And perhaps it is known to th e  hon­
ourable House th a t two very im por­
tan t raids are conducted even when 
the scheme was in vogue. Therefore it 
is not the  desire of the  Governm ent 
rior it is its policy to  say th a t we 
small resort to voluntary disclosure 
only and we w ill not take any other 
step. These steps which will be taken 
which w e have already initiated, will 
go on, and I  have already assured 
th is House th a t th is w ill go on relent­
lessly.



A t the same time, it has to be kept 
in mind that tax evasion and various 
reasons working behind it are not so 
simple and easy. I do not rule out the 
possibility th a t in a system like ours 
there is scope for rationalisation. I 
can tell the hon. Members that Gov­
ernm ent is making thus exercise cons­
tan tly  and almost in every budget 
year. In every financial year, some
exercises are being made. Perhaps .vou 
will excuse me if I do not touch upon 
that point in greater details because 
of th e  obvious reasons that this is a 
pre-budget session. But, I can as­
sure the hon. Members that regarding 
the taxation pattern, tax structure, 
etc. a constant exercise is being made 
and we try  to rationalise more and 
more. But, at the same time, it has 
to be kept in mind that in an econo* 
mic situation like ours, it is not very 
easy to am ve at a simple formulation 
either by increasing the quantum of 
tax  or by reducing the quantum of 
tax. It is known that the taxation in 
the country and in any oiher develop­
ing economy is used as an important 
instrum ent of fiscal measure not only 
to promote the social objectives and 
economic objectives but also, at the 
same time, it is being utilised to do 
away with certain social and econo­
mic disparities which prevail in that 
system. Therefore, this is a complex 
exercise and this exercise us being 
constantly made and there is no hesi­
tation to point out that we had not 
been able to evolve a system which 
is an ideal one. But, at the same time.
I can tell you that we are making a 
constant exercise to improve. Where- 
ever there are areas of deficiency, it 
would be our effort to see that we can 
improve those deficiencies.

Coming to certain observations 
which the lion Members had made, I 
would like to do away with certain 
misgivings which Shri Chandrappan, 
while making his observation, had 
pointed out. At least the impression I 
gather from his speech is that all the 
persons who took the opportunity of 
the voluntary disclosure scheme or
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the tax evaders whose books of ac­
counts are otherwise seized by the In­
come-tax Department and those who 
huve made disclosures under Sec. 41 
and whose books of accounts were 
seized by the Income-tax Depart­
ment number only about 4,402 out of 
a total of more than 2,53,000. Even 
the quantum of tax which is of the 
>rder of Rs. [7 crores and the amount 

disclosed by them is also not of a 
very high older compared to the total 
amount declared as it comes to t-rly 
Rs 55 crores. Therefore, it is not a 
fact that all the people whose houses 
are raided, whoso books of accounts 
have been seized only came forward 
to take tins opportunity of the sche­
me and disclose theiir concealed weal­
th. Si i ,  he has accused the Govern­
ment that this year we have reduced 
the number of raids, searches and 
seizuies. He quoted some figures. 
But unfortunately he has not 
quoted the full figures. It is true 
that I gave the figure. The total 
number of raids conducted by the In­
come-tax Department for the year 
1974-75 was 2,029 but the number of 
raids conducted by the same Depart­
ment in the current year is 1,529. It 
is only upto November from April. 
Therefore 1,529 raids were conducted 
in eight months while 2,029 raids 
were conducted in 12 months. Arith­
metically, perhaps, the number of 
raids conducted by the Income-tax 
Department this year is more and 
correspondingly the amounts assesss- 
ed by them would also be more.

Sir, Mr. Haider by making his ob­
servations seemp to have come to the 
conclusion—and, perhaps wrongly— 
that we are  not going to disclose the 
names of those persons who have 
made the declarations because they 
are the donors to  the Congress party. 
It is known to the House and I would 
not like to enter into controversy as to 
which political party receives dona­
tions from which big business houses 
and in the course of raids conducted 
by my own departm ent is was found 
that black money in currency notes 
was kepi hidden in the folds of
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sarees which were kept in  th e  locker 
and la ter it was claimed by the  owner 
of th e  locker th a t this money belong­
ed to  his political party. I would not 
like to m ake a mention of the name 
of the party  concerned because it was 
discussed on the floor of the House.

SHRI KRISHNA CHANDRA HAL- 
DER: Why don’t  you disclose the 
name?

SHRI PRANAB KUMAR MUK- 
CTR513fe 1  V im  th*  SK&& t K W .

I  said it is a political party  which be­
longs to our Opposition. F urther it is 
known to the hon. Members of this 
House tha t even the premises of two 
hon. Members of this Hous w ere raid­
ed on economic offences and none of 
them  belonged to Congress party. 
Therefore, it is of no use bringing in 
these things that because the  people 
are donating to Congress party  that is 
why their nam es are not disclosed. It 
is a part and parcel of the scheme
itself not to disclose the names- You
may reject the scheme in toto but 
you cannot say tha t secrecy be not 
maintained. Rightly or wrongly we 
are committed to this and we cannot 
say when they  kept confidence on our 
word that we shall not keep our word 
and give the names only to satisfy 
Mr. Haider. This is part and parcel 
of the scheme.

Sir, I can tell you that it is as a re­
sult of this secrecy and confidence 
which the Department was able to 
create in the minds of the peo­
ple that they came forward 
to make their declarations
and whatever be the quantum
of searches—I would not like to say 
whether it is a grand success or a 
zero—or whatever be the  m erits of 
the success it is mainly because this 
time Government was able to create 
confidence in the minds of the asses­
sees and a t the same tim e it was 
possible for us to Put fear in their 
mind and  as a result of both these 
two things combined togethfsr we

could achieve same success in the 
field of disclosures.

Sir, one hon. Member has made 
certain unkind rem arks in  regard to 
the officers of the Department. I do 
never claim tha t all the people who 
are. working in the Department are 
upto th e  m ark but a t the same tim e it 
is to be kept in mind—the tw o instan­
ces which I gave just now, the magni­
tude and the gravity of tax  evasion in 
th is country—that it is the  elite of the 
community of this counry which 
e v a ie  taxes «nd xtiAVi and. ■cmftess a  
strong social condition is created . to 
induce them or create strong public 
opinion against economic offences 
w hatever condemnation we may have, 
I  am afraid, it would not be possible 
for the poor income tax  officers to do 
away w ith the menace completely. I 
can just give one figure. As a result 
of the special survey we added two 
lakhs people to the tax net and you 
w ill be surprised to know that quite 
a big number of these new assessees 
who were added belonged to the pro­
fessions like accountants, engineers, 
lawyers or tax consultants.

AN HON. MEMBER: What about
professors?

SHRI PRANAB KUMAR 
MUKHERJEE: In the case of profea­
sors the income tax  is deducted from 
their salaries at the source. So, we 
do not know. There may be Some 
professors. Therefore, it is to 'be kept 
in  m ind tha t m erely by streamlining 
the adm inistrative m achinery i t  would 
be difficult to plug the loopholes alto­
gether. I do adm it in this connection, 
as I  have already pointed out—that 
there is scope f° r  improving the 
system. There is a scope for rationa­
lisation but a t the  same time, we have 
to create a strong public opinion 
against economic offences by which a 
conducive climate could be created 
and both the (Department and the 
assessees can function in a purposeful 
and better way.



Sir, while making his observations 
(Mir. Sezhiyan wanted, to know certain 
break*-up figures and he has raised a 
very basic question that when 1500 
crores of rupees as put into the ■main­
stream  of the national economy, why 
there is no visible m ark in the econo­
m y as such. We have not claimed 
tha t 1500 crores of rupees worth cur­
rency have been put into the economy. 
I  have given the break-up in my 
introductory speech. Unfortunately, he 
was not here a t that time. I am again 
repeating them. It is Es. 812 crores as 
wealth tax  and the rest i~ income-tax- 
The disclosed income is Rs. 712 crores 
and disclosed wealth is more than 
Rs. 800 crores. Therefore, the total 
quantum  of tax levied taking toge­
ther, is of the order of Rs. 248 crores 
I have already given these figures in 
reply to a question on the floor of 
this House. He wanted to know the 
break-up. Quite a large number of 
these people belonged to the bracket 
of 25000. Till 31st December, the 
total number of declarants was 2,53,000 
and it is not possible for my Depart­
ment to give break-up as to how 
much belonged to what income group 
and what slab. Therefore, it will take 
quite a long time.

In this connection, he has raised 
objection to 0ur writing to the State 
Chief Ministers and ho has put the 
question; where is the authority of 
the Finance Minister to write to the 
Chief Ministers regarding sales tax? 
tt is not a question of authority and 
it is not a question of a direction as 
to  w hat the Union Finance Minister 
would tell the Chief Ministers. We 
just wanted to put out that so far as 
the present principle is concerned, 80 
per cent of the income-tax goes to the 
divisible pool for being allocated to 
the States and, therefore, the more 
would .be declared, the more would be 
realised as income-tax and greater 
benefit would go to the States. An a 
result of that we requested them that 
in  order to make the scheme a success, 
they do not insist on sales tax. This 
was not a direction but this was a

R oL  Dig. of
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request. I do not know why he has 
raased objection to that. Authority of 
the Finance Minister is there because 

is supposed to guide the national 
economy. But when this basic ques­
tion comes, I think the Finance Min­
ister is absolutely within his compe­
tence to express his views to the 
State Chief Ministers and to the State 
Govetrnmeng and there is nothing 
wrong in it.

Sir, Mr. Sathe while making his 
observations has suggested certain 
points and I would like to tell one 
thing that this is an idea which is 
working in somebody’̂  mind whether 
we can have some sort of national 
museum of our jewelleries. Apart 
from its money value, it has very 
high artistics value. Strictly speaking, 
it does* not come within my compe­
tence but I shall put his suggestion 
to the proper quarter

Regarding gold bonds, it has to be 
kept in mind lhat the scheme was 
introduced once by the previous 
Finance Minister and a t the same 
time, if we want to re-introduce it, 
we shall have to look into various 
angularities and we have to see to 
what extent we can revise the scheme 
and what could be the improvements 
that we could make and what were 
the defects because of which it did 
not succeed.

One hon. Member ha>; observed: 
“Why should we not put restrictions 
on having primary gold?” The restric­
tion is already there and the searches 
and seizures conducted by the Cus­
toms Department have one advantage, 
viz. we can straightway confiscate the 
prim ary gold. Through these steps, it 
was possible for us during last year 
to confiscate quite a substantial quan­
tum of gold; in one particular case 
nearly 870 kgs. of gold was confiscated 
straightway. Prim ary gold »  not only 
liable to confiscation; but certain 
other penal provisions are also taken. 
One question raised in the House was: 
“Why have we given immunity to the
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declarants from  the  Customs A ct and 
from  the Gold Control Act?*' I t  was 
done because a substantial p art of the 
hidden wealth is converted into gold 
and jewellery. Therefore, unless we 
give im m unity from  those Acts, we 
could not have the success of the 
scheme and the persons concerned 
could not come forw ard and  declare 
the ir w ealth. But at the same tim e it 
m ust be kept in m ind tha t this imm u­
nity is not there for all times to come. 
They have to regularize the m atter 
w ith th e Customs auhorities by 1st 
February 1976. T hat provision is 
there in  the scheme itself. Therefore, 
Mr. Chairman, to my m ind this i® 
ju st a stage to fu rthe r the cause of 
unearthing black money and hidden 
wealth. It is neither a surrender nor 
a compromise. We thought tha t a 
situation bad been created in  which 
offers from  the G overnm ent t°  the 
erring tax-payers might pay dividends. 
W hether it has paid dividends or not, 
as for the conclusion of the House 
itself. At the same time, I would like 
to reiterate, as I have pointed out on 
earlier occasions also, th a t we have 
a'ready intensified our activities so far 
as searches and seizures are  concern­
ed, I t is to be kept in m ind tha t 
certain lacunae w ere there in the law 
itself; and from our experience we 
found tha t on many an occasion it wag 
found in the court of law th a t the 
tax-dodger is le t off w ith  im prison­
m ent till the rising of th e court. This 
House itself, in its wisdom, has 
am ended the various provisions of the 
Income-Tax Act and th e  Direct Taxes 
Act during the last monsoon session, 
w here w e have m ade one im portant 
improvement, viz. th a t we have linked 
the  minimum punishm ent both in 
respect of im prisonm ent and fine, w ith  
the quantum  of tax  evasion; and  that 
too, w ill be applied in a m ore vigo­
rous way. T he pow er of the Income- 
Tax Officers tt&ve also been increased 
considerably, to see th a t they  conduct 
these raids, searches and seizures in 
a m ore jm rposeful way. A t the tame
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tim e w e are considering various other 
economic measures regarding ra tion ­
alization of tax  structures and other 
things, as I have already pointed out. 
It is the usual practice th a t the Finance 
M inister makes some changes during 
the budget. I would not, therefore, 
Iik$ to dwell on it. I express my 
giiatitude to the hon. M embers for 
supporting, by and large, the scheme. 
I hope it will be accepted unanimous­
ly.

MR. CHAIRMAN: Mr. Chandrap­
pan.

SHRI BHOGENDRA JH A  (Jai- 
nagar): One clarification I w ant from 
the Minister.

MR. CHAIRMAN: At this stage, no 
clarification is needed.

SHRI BHOGENDRA JHA: The
Income-Tax Officers have been 
rew arded w ith one m onth’s pay for 
their failure to  collect the taxes 
earlier. The tax  evaders have also 
been rewarded. Is it not a prem ium  
on their failure? Would not the 
Income-Tax Officers and the tax  eva­
ders resort to the same thing, i.e. 
would they not sit tight for 51 weeks 
in the year and during the last week 
of the year, would they not expect 
tha t if they make a disclosure then, 
they would get some ex tra benefit? 
What is th e guarantee that it  w ill not 
be repeated? Because, this is a pre­
mium on tax evasion.

SHRI PRANAB KUMAR MUKH­
ERJEE : Sir, does it require any
clarification?

MR. CHAIRMAN: No. Shri Chand­
rappan.

SHRI C. K. CHANDRAPPAN (Telli- 
cherry): Sir, the hon. Minister, while 
replying to  the debate, made it plain 
th a t the disclosure w as a very  big 
success. But he evaded the  main 
question in regard to the  /quantum eft 
black money. W hether it is scientific
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ctf unscientific there is an understand­
ing in this country that the value of 
black money in the country not neces­
sarily  in the form of currency that is 
being circulated, is to the extent of 
more than Rs. 20,000 crores. Consi­
dering that, what the Government 
have achieved is very small indeed. 
Even for achieving that they had to 
surrender to the capitalists, which is 
unpardonable. That tis our accusation. 
The Minister said that ho is not going 
into the morals 0t it. This is again 
an admission 0f the fact that capita­
lists will not Jearn morals from you. 
Even a greater person like Mahatma 
Gandhi has failed to teach therm 
morals. Bapuji said that those who 
keep anything more than their needs 
are thieves. How are you dealing with 
those people whom Bapuji described 
as thieves?

SHRI C. M. STEPHEN (Muvattu- 
puzha): I think all of u« come under 
that category.

SHRI C. K. CHANDRAPPAN: Let 
those people who think the cap will 
fit them worry.

Bapuji told the capitalists “you 
are not th e owners; but only trustees’’. 
The capitalists did not pay heed to 
that.

Shri Sathe has tried to point out in 
his own way, about which I have my 
reservation, that this is inherent in 
capitalism this quality of deceiving 
the people, this quality of amassing 
wealth in the hands of a few, thus 
quality of pauperising the nation, is 
inherent in capitalism. I hope the 
hon. Minister will appreciate that 
point, I am very sorry to say that it 
has been proved that this exercise 
which you are making is an exercise  
in futility.

Coming to Shri Salve, when the 
Minister was replying he cheered him 
twice. When the cheering came, the 
Minister said that the taxation laws
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will be rationalised, and Shri Salve 
understood what it means;

My Inend. Shri Ravi, said that 
did not make any suggestions. I have 
no suggestions to make, because I am 
not an expert. 1 arn going by the sug­
gestion made in this great book, 
which you consider as something like 
b bibJt*. When you came up with so 
many legislations you said that it is 
on the basis or the Wanchoo Com­
mittee Report.

When Government came forward 
with so many legislations, they said 
they were all based on the Wanchoo 
Commission’s Report, but I am enu­
merating some suggestions which 
they should have taken up.

Firstly, if you want a final solution 
of this problem, then you have to 
come forward boldly with demoneti­
sation of the currency

SHRI C. M. STEPHEN. Do you ac­
cept all the suggestions in that Re­
port?

SHRI C. K. CHANDRAPPAN: I do 
not want (0 argue with Shri Stephen.
J am spying that demonetisation is a 
measure by which you can weed out 
the parallel economy and black 
money in our country, and that has 
been the experience o 1 many countries 
Even the neighbouring countries had 
the boldness to do that. And there 
are many countries like the G.D/R., 
with whose system you may not 
agree, which did 'it after the war.

You have declaied an a emergency 
and we support it. But somebody com­
plained that the opposition was not 
supporting everything. Let me make 
it very clear that we support you for 
declaring the emergency and for 
bringing forward the 20-point econo­
mic programme provided it is imple­
mented in surh a way tha t the (socio­
economic basis of Fascism is rooted 
out. If not. we do not support, that 
is very clear. When you surrender to 
monopolists we will not support you.
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Secondly, tihe Wanchoo Commis­
sion itself has said th a t th e  laws re­
lating to  religious and charitable 
tru sts  should be drastically changed 
to  see th a t they do not play the  role 
of cover organisations.

SHRI N. K. P. SALVE: We have 
gone much beyond the ir recommen­
dations.

SHRI C .K CHANDRAPPAN: There 
should be more drastic changes.

If  the Government, after having 
brought forw ard several legislations, 
still finds a predicament dn which 
black money is increasing, then the 
laws should be drastically amended 
so th a t they w ill go against black 
money completely. That is the  way in 
which laws should be amended.

Government w ill say tha t they have 
brought forward several amendments, 
but in the m atter of this disclosure 
scheme their provisions were all kept 
in abeyance to appease these people 
in  several cases. These are some of 
the ways in which Government can 
solve the problem.

Tax evasion is not th e  only source 
of black money. There are several 
other sources like under-invoicing, 
over-invoicing etc., which are known 
to the  hon. Minister better than my­
self.

SHRI N. K. P. SALVE; That does 
not involve tax  evasion.

SHRI C. K. CHANDRAPPAN: You
are interested in that, but I  am on the 
question of the generation of black- 
money and weeding it out completely. 
These laws do not go as fa r  as we 
want. That is our complaint. Be­
fore concluding, I  would like to  ask 
th e  M inister to  clarify certain points 
which h e  should have clarified.
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Regarding w ealth, they  have got ft 
in  th e  shape of jw elllery and so on. 
W hat is the  basis of evaluation? I 
made a com plaint and charged them  
tha t the  basis of valuation, is not the 
present value of th a t property. The 
basis of valuation is the  claim  made 
by the  respondent dn regard to  the 
time when he bought i t  That way, be 
has scaped and the Government have 
given a clean chit, because he  has 
disclosed something and got a certifi­
cate from  the  Governm ent th a t he  is 
a gentleman. He is now circulating 
him self as a take  currency. That point 
was not answered by the Minister.

I do not say tha t all those who have 
disclosed the ir income are th e  people 
who have got too much money. You 
said that there were people, hut, of 
course, the ir num ber was less. In  the 
interest of the country, I w ant to 
know how many monopoly houses have 
disclosed their income; how m any big 
mill owners, especially the ju te  mill 
owners and tex tile  magnats have dis­
closed their income? But the Minis­
te r  is now duty bound not to  disclose 
the amount. But he can say about the 
num ber of such categories who have 
disclosed their income. Then I asked 
how many w ere there in  th e  list. The 
Government did not say anything 
about it.

We have betrayed the confidence 
bestowed by the people when they 
supported the emergency by giving 
concensus. We do not say th a t you 
have misused the emergency every­
where. B ut in  this sphere, you should 
have hit and struck a devastating 
blow on the economic bases on fasci­
sm, for tha t is the  m ain thing which 
enabled the fascism to stand up in this 
country and unleash a movement 
against you and the people. There 
you compromise. I t  is a  very funda­
m ental thing. It is the compromise 
which w ill endanger you and the 
country. That is w hy w e are  op­
posed to it. I t is not something that 
has come from  nowhere.
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W e look a t this measure as a pro­
gram m e taken up by the Government 
in  th e  context of emergency to fight 
th e  socio-economic forces that gave 
shape to  fascism. There the Govern­
m ent has failed. Let him answer and 
say that they have succeeded in it. 
You, m ay say that you have a majo­
r ity ” -but' the country will not feel it 
That is the problem.

I would conclude by quoting a sen­
tence from Karl Marx who said about 
the character of such type of people. 
He says:

‘♦Certain quantity of profit will 
m ake capital audacious, 10 per cent 
security and it can be everywhere 
applied 20 per cent and it becomes 
lively; 50 per cent positively daring 
for 100 per ren t it will trample on 
all hum an values; 300 per cent and 
there is no crime which it will not 
risk even a t the th reat of gallows,”

This is w hat Karl Marx said about the 
character of these kinds of money 
bags who are amassing wealth at the 
cost of the people and the country.

W ithout stringent measures, w ith­
out creating a confidence m the 
minds of the people, this Government, 
thas country will not tolerate socio­
economic forces based on fascism to 
survive. Without taking tha t path 
again, you are not going to succeed 
in fighting back the danger created 
by it. This is the reason why I re ­
quest tha t the Bill be rejected, be 
scrapped and the Ordinance be reject­
ed.

SHRI ERASMO DE SEQUEIRA: 
Mr. Chairman, Sir, as you know, it is 
a debate that I have reply to. I will 
try  to be as brief as I can.

I  w ant to compliment the hon. 
Minister for the good job that he has 
done in presenting his case. I t  is, of 
course, difficult for him to convince 
us. The reason is not his fault, but it 
Is just the case is so bad.

The two significant measures tha t 
have been taken since the Emergency, 
or the alleged Emergency, is the mea­
sure which took away bonus from the 
workmen, and this measure which has 
given bonus to the hoarders and tax- 
evaders. This no doubt is this Gov­
ernment’s view and policy as to how 
io establish an egalitarian society in 
this country.

According to the hon. Minister there 
was a climate created by a large 
number of raids which were carried 
out in 1974-75 and in this year, which 
made it advisable* to bring forward 
this Voluntary Disclosure Scheme 
Minus clause 14 which relieves those 
who had already been caught from 
penalty and prosecution, and minus 
the non-disclosure of source which the 
Bill provides, I wou1d have been tem ­
pted to believe what the Government 
is saying. With these two clauses, and 
with the figure that the hon. Minister 
has now disclosed, I am more than 
convinced that what I said earlier is 
ccorrect, that this Bill was brought 
forward to bail out the black money 
partners of this honourable Govern­
ment.
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According to the hon. Minister, 
under section 14, the disclosed income 
and wealth was to the extent of 
Rs. 55 crores. This is a large amount 
in any language I  am sure, consider­
ing the small group of individuals, 
numbering 4,402. w ho have disclosed 
income and wealth to the tune of 
Rs. 55 crores, who are already caught 
—when this is the view of the black- 
marketeers and the hoarders as to 
how much has been caught in those 
raids—we should know that a consi­
derable amount of power is wielded 
by these people, because the result 
that we sea is this Bill, where every 
tenet of public life is being sold down 
the river.

Mr. Salve was lamenting that I had 
only spoken about the fact that a con­
cession had been given to the tax - 
evaders. He was not listening because
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I was complaining about the large 
disparity between 97 per cent and  60 
per cent and also about th e  fact that, 
those who had already been caught 
have been bailed out by this measure. 
This wag the extent of my complaint. 
Then, he asked, how m any of the 
seizure m had been completed. He 
said tha t there are many a slip b e t­
ween the cup and the lip, and he 
talked about the best efforts of the 
Government. There is only one thing 
that I can say. and tha t is, th a t if 
after seizure, the Government sits on 
papers for two years, nobody in his 
right mind can say th a t the Govern­
m ent is m aking any kind of effort.

There was a Question in this House 
some days ago in which an hon. Mem­
b er had asked for a lis t of the asses- 
sees w ith over Rs. 50 lakhs in arrears. 
The Hon’ble M inister’s answer was 
tha t it was not w orth the effort to 
collect this information. May I ask, 
Sir, w hat kind of a Board of Central 
Taxes we have got, and w hat kind of 
a M inistry we have got, if they don’t 
know' who owes Government more 
than fifty lakhs in assessed arrears? 
This list should have been before the 
Chairman—or whoever he is—of the 
Central Board of Taxes, and before 
the Finance Minister every day of the 
week. If it is not there, there is only 
one conclusion—that they are  not 
interested in collecting arrears; there 
can be no other conclusion.

Mr Salve was saying that there is 
no provision in the  Bill for disclosures 
to be m ade in a large num ber of 
nam es and, that they have to be made 
in the name of the assessee alone. 
T hat is correct; the law does not say 
tha t if you have money to  disclose, 
you shall not disclose it in your 
name but can openly disclose it 
in other peoples names. But the rP 
is a provision in this laws which, 
T assume, Government has pu t in 
this law  precisely to  rhable the 
assessees to do this—and tha t is the 
provision which makes it possible for
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asses sees to  m ake dicloures w ithout 
nam ing the source of income. Because, 
if as the 'Minister says, the raids had 
created a  climate w here the  m arket 
was afraid, and w here th e  hoarder 
was shivering in  his pants, in  tha t 
case, why did not the  Governm ent 
take this opportunity, not m erely to 
mop up black money, but to  identify 
the source from w here it came, so that 
they can in fu tu re  keep a  w atch on 
these sources? There can be only one 
reason, and the figure w ill also tell 
you this, th a t according to  the Gov­
ernm ent the ex ten t of disclosure is 
1500 crores and the num ber of asses- 
sees is two and a half lakhs. That 
makes an average disclosure of only
60,000. W hat does th ia mean, may I 
ask the Minister? We all know that 
black money is available in  large 
chunks, that 60,000 is a drop in  the 
bucket—if a t all it is a drop. Obvious­
ly, those who trade in black money, 
and those who run the parallel eco­
nomy have seen tha t this Bill is pro­
perly devised, ao that they can spread 
the risk around.

Sir, 1 would like to insist tha t this 
House should be given, a t the earliest 
opportunity, the full exent of dis­
closure under Section 14, the num ber 
of assessces, total disclosure and the 
graded disclosure by limits—w hatever 
limits are set—because it is only then, 
tha t we will know whom Government 
is trying to bail out. I would also say 
that it i»3 no good coining to  th is House 
and saying that ‘we have m ade a pro­
mise and we have to  keep it*. If this 
was a final promise, then the presence 
of the Bill in th is House has no m ean­
ing. And even if the Government 
does not w ant to  m ake public the 
names of those who have disclosed (I 
personally think they should be m ade 
public), we can always provide tha t 
full disclosure should be m ade to the 
Department, if not to  the public. If 
the Government is serious about root­
ing out black money—I don’t  th ink  it 
is—then, it is it’s responsiblity to  take 
this opportunity to  identify the  source, 
so tha t it can keep a watch in future,
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and it can keep this source from 
operating.

A lot of hullaba!_r was made about 
deduction of 1 • ations to political 
parties. Perst." .jy, j  would welcome 
deduction of donations to political 
parties being allowed, but I would 
suggest to Mr. Salve that, a company 
being a body corporate, should not be 
allowed to donate to political parties 
Individuals—yes, by all means___

SHRI N. K P SALVE: By a Gene­
ra l Body Resolution.

SHRI ERASMO DE SEQUEIRA: 
By General Body Resolution? We all 
know tha t companies are closely con­
trolled . Let ur not run away from 
the realities. If people want to help 
the poiticai parties, let them donate 
as individuals. If we want politics in 
this country to acquire any meaning, 
then it has to be a question of a much 
larger participation from all walks of 
the country than we have had in the 
past.

The hon. Minister was trying to 
make capita] from the allegation that, 
in the seizures, it was the Opposition 
tha t was found to have taken black 
money. First of all, I would like to 
ask him how many Congressmen he 
has raided. If he does not know whom 
to raid. I am ^ure any one of us can 
give him the list A t the moment. 
We all know, money is being collect­
ed hand over fist for the Congress 
Party, for the Youth Congress Who 
is collecting, I mav not know, but I 
am sure he knows. And I would likcl 
really, to submit to him that, if he 
makes the proper raids, he will find 
the money hidden in things far smel­
lier, than sarees.

Mr. Salve was upset that wc had 
not made suggestions for rationali­
sation. Both of us have been in the 
House for nine years, and I am sure 
that, if he had been listening in the 
manner we have listened to him, he 
would have known that in every sin­
gle debate on an economic subject
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that has come up, all of us have made 
suggestions, not only on the floor of 
the House, but also in the Consulta­
tive Committee, and also by way of 
articles, and we have always come 
against a blank wall from the Gov- 
'inment, because, it believes only m 
adhocism. I could make a suggestion 
right here, but I am not going to, and 
tho reason v. hy I am not going to is 
that, in my view which, I submit, i& 
the democratic view, the term of this 
Government runs out on the 18th 
March; beyond that date, it is an ille­
gitimate Government. And, therefore, 
whatever suggestions I have to make,
I would rather make after the elec­
tions. I think, it will not bo neces­
sary, because it is they who will have 
to make suggestions to us

But, just in case this Government 
insist on the collision course that they 
are now on—and the Minister has 
spoken of rationalisation and various 
other things— I want to caution him 
on one thing In most economies, 
competitiveness is created through 
expansion In our economy, competi­
tiveness of products in the market, 
competition, has been created by mis­
management and shrinkage of m ar­
ket Today you have got a market in 
winch more has been produced than 
sold. Prices are coming down for this 
reason For God’s sake, do not fiddle. 
I-eave it alone And if you do this, I 
am sure you will find that a few en* 
terprises will fall down- they deserve 
to—but you will find that you have 
industries which stand on their own 
feet, and not on crutches from the 
Government My view’ is tha t you 
will find the interest of the consumer 
being served far better, than it has 
been served m the past.

MR CHAIRMAN: I shall put the 
Resolution, moved by Shri Esasmo de 
Sequeira, to the vote of the House.

The question is-

“This House disapproves of the
Voluntary Disclosure of Income
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and W ealth (Amendment) O r­
dinance, 1975 (Ordinance No. 23 of 
1975) prom ulgated by the Presi­
dent on the 29th November, 1975."

The motion tuas negatived.

MR. CHAIRMAN: The question is:

“T hat this House disapproves of 
th e  Voluntary Disclosure of In ­
come and W ealth Ordinance, 1975 
(Ordinance No. 15 of 1975) pro­
mulgated by the President on the 
8th October, 1975.”

The Lok Sabha divided:
Division No. 5[

[1711 hrs.
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Mandal, Shri Yamuna PrasatJ 

Mishra, Shri G $•

Mohapatra, Shri Shyam Sunder 

Negi, Shri P ratap  Singh

V’rongly voted for Ayes,
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Oraon, S hri Tuna 

Painuli, S hri Paripoornanand
Palodkar, S hri Manikrao 
Pandey, Shri Narsingh Narain 
Pandey, Shri Tarkeshwar 
Pant, Shri K . C.
Parashar, P rof. Narain Chand 
Patel, Shri Natwarlal

Baghu Ramaiah, Shri K.
Raju, Shr! P . V. G.
H&m Xteyat. Shri 
Ram Singh Bhai. Shri 
Ram S urat Prasad. Shri 
Rao,' Shri Nageswara 
Raut, Shri Bhola 
Ravi, Shri Vayalar 
Reddy, Shri K . Ramakrishna 
Reddy, Shri P . Narasimha 
Reddy, Shri Sidram 
Richhariya, Dr. Govind Daa 
Salve, Shri N. K. P.
Samanta, Shri S. C.
Sarkar, Shri Sakti Kumar 
Satpathy, Shri Devendra 
Sethi, Shri A rjun 
Shankaranand, Shri B.
Sharma, Shri Madhoram 
Sharma, Shri N aw al Kis ho re- 
Shashi Bhushan, Shri 
Shastri, Shri Sheopujan 
Shukla, Shri B. R. 
SiddhJeshwar Prasad, Prof. 
Sinha, Shri R. K .

Sokhi, Sardar Swaran Singh 

Stephen, Shri C. M. 

Suryanarayana, S hri K.

357  &tat. Resl Dis. of
Vol. Disc, of Inc. &
Wealth Ords. & Bill

Uikey, Shri M. G.
•Ulaganambi, Shri R. P.
Unnikrishnan. Shri K. P.

Vikal, Shri Ram Chandra

Yadav, Shri R. P.

MR. Chairman: The result* of the d i­
vision is:

Ayes 21, Noes: 76

The motion wa$ negatived.

MR. CHAIRMAN: Does Shri Se­
queira want his amendment to be p u t 
to vote?

SHRI ERASMO DE SEQUEIRA: 
Yes, Sir.

MR. CHAIRMAN: Now, the question 
is:

“That the Bill be circulated for 
the purpose of eliciting opinion 
thereon by the 15th April, 1976.” 
(6 )

The motion was negatived.
MR. CHAIRMAN: The question is:

“That the Bill to provide fo* 
voluntary disclosure of income and* 
wealth and for m atters connected! 
therewith Or incidental thereto, bB 
taken into consideration." <-y

I*
The motion was adopted.

MR. CHAIRMAN: We will now
take up the clauses.

The question is:

“That clause 2 stand part of thtt 
Bill.”

The motion to«t adopted.

•Wrongly voted fir NOBS
fTh* following Members also recorded their votes: 
AYES  tShri R. P. Ulsgaoanbe.
NOTES :Ssrvashri N. P. Yftdavaod Ruir* Pr*t*p Singh 
2051 LS—9.
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Clause 2 was added *0 the Bill.
Clause 2 was added to  the  B ill»
voluntary disclosed income)

ME. CHAIRMAN: Ivlr. Segueira is 
not moving the amendment. So, 
there are no amendments to Clause 3. 
So I  w ill put it to the vote of the 
House.

The question is*.
“That Clause 3 stand part of the

B ill.” _

The motion urns adopted.

Clause 3 was added to the Bill.

Clauses 4 and 5 were added to the 
Bill.

Clause 6 (Interest payable by decla­
rant)

SHRI ERASMO DE SEQUEIRA; I 
have an amendment. I beg to move:

P age 3, line 47,—
for “twelve’’ substitute “twenty-

five" (2)
If I may briefly say, for this am­

endment, the scheme allows the dec­
laran t to come forward and make a 
declaration and then to seek time in 
urder to pay the tax that is due under 
the declaration. I think this is going 
far too for. In the first place you 
have V ren him a substantial benefit 
a s  against an honest tax payer, by 
charging him only 60 per cent maxi­
mum, and that too on a separate 
assessment, separate from his normal 
declared income. Now you come for­
w ard  and say even for that you can 
pay tax after some time if you want, 
ai>4 on that interest is 12 per cent. If 
you w ant to give some time, if you 
feel that that man honestly requires 
some time in that case I think Gov­
ernm ent should charge a penal rate  
of interest. The rate at which an ho­
nest man borrows from a Bank for

trade is 18 per cent or 19  per cctat. Xt 
is not fair tha t he should pay only 
12 per cent to the  Income Tax De­
partm ent. I suggest the ra te  of 20 
per cent.

SHRI PRANAB KUMAR MUKHER- 
JEE; We have brought 12 per cent 
ra te  at par w ith the existing provi­
sion of the Act itself and as for the 
plea which hon. member is giving, if 
we had accepted that, there was no  
need of bringing voluntary disclosure 
schem e.

SHRI ERASMO DE SEQUEIRA: I  
I  do not understand what he has said. 
I doubt he does.

MR. CHAIRMAN: I will now pu t 
Shri Seqeira’s amendment No. 2 to 
the vote of the House.

Am endm ent No. 2 was put and ne­
gatived

MR. CHAIRMAN: Now the question 
is:

“That Clause 6 &tand part of the
Bill ”

The motion was adopted.

Clause 6 was added to the Bill,
Clause 7 was added to the BUI. 
Clause 8 (Voluntary disclosed incomes 
not to be included m  the total in­
come)

SHRI DINEN BHATTACHARYYA 
(Ser ampoi e ) — rose

SHRI ERASMO DE SEQUEIRA: I  
want to oppose it.

MR, CHAIRMAN: The amendment 
cannot be moved by Mr. Dinen Bhat- 
tacharyya because it requires the re­
commendation of the President.

SHRI DINEN BHATTACHARYYA: 
I sent for it.

MR. CHAIRMAN: You have sent 
for it today which has not been re­
ceived*

♦Moved with the recommendation of the President.



SHRI DINEN BHATTACHARYYA: 
Y esterday was Sunday. I got the no­
tic e  a t 10 O’clock on Saturday. How 
i t  is physically possible or practically 
possible?

, MR. CHAIRMAN: Please listen. It 
Is already known to you that under 
A rt. 117(1) this is to be done. It is 
not necessary for you to be told to­
day- You as a Member know that un­
der th is provision of 117(1) on such 
an  amendment the recommendation 
of the President is required for which 
you did not take action, you do it only 
today; it has not been received. If 
you like you can speak on this. I will 
allow you. But you cannot move the 
am endm ent.

SHRI DINEN BHATTACHARYYA: 
You are becoming too much formal. 
S ir.

MR. CHAIRMAN: I am not formal 
a t all, I am absolutely within the 
rules. It requires the recommendation 
of the President. You cannot move 
it  please.

If he likes he can speak. Please 
speak, Mr. Dinen Bhattacharyya. I am 
telling this, it ha« not been received- 
I  cannot help it. I think you do not 
w ant to speak, Mr. Dinen Bhatta­
charyya -

SHRI DINEN BHATTACHARYYA:
I want to speak. The purpose of my 
amendment »s this. This is for clause 
8 sub-clause (1) • Here it says that the 
amount of the voluntarily disclosed 
income shall not be included in the 
-total income of the declarant for any 
assessment year. I have asked for the 
deletion of the word ‘not’. My arri“ 
tendment is very simple. Amount of 
voluntarily disclosed income shall be 
included in the total income of the 
declarant jn any assessment year. 
This is my simple amendment. I hope 
th a t  th'e Minister can accept it.

M R. CHAIRMAN: That is a sug­
gestion  only, amendment you cannot 
move.

$ta& Resl. Dis. of
Vol. Disc, of Inc. A
Wealth Ords. <& Bill

THE MINISTER OF STATE IN­
CHARGE OF THE DEPARTMENT 
OF REVENUE AND BANKING 
(SHRI PRANAB KUMAR MUKHER- 
JEE): With regard to his suggestion,
I can tell him that it is not accept­
able because the nature of the schem'e 
itself provides that income will "be 
clubbed together and you cannot just 
include it in any particular year.

SHRI DINEN BHATTACHARYYA:
I have asked for deletion of the word 
‘not’. My suggestion is positive and 
simple.

MR. CHAIRMAN: He does not ac­
cept the suggestion.

Now, the question is:

“That Clause 8 stand p a rfo f  the
Bill.

The motion was adopted.

Clause 8 was added to the Bill.

Clauses 9 and 10 were added to the 
Bill.

MR. CHAIRMAN: We now go to 
Clause 11.

Clause 11 (Declaration not admissible 
m evidence against declarant)

SHRI DINEN BHATTACHARYYA:
I move amendment No. 8 to Clause
1 1 . I beg to move:

Page 5, lines 4 and 5,—

Omit ‘Notwithstanding anything 
contained in any other law for the 
time being in force, nothing con­
tained m any” (8)
During the course o£ the discussion 

many Members including some Con­
gress Members, including the Mem­
bers like Mr. Daga spoke for it- I  
speak on Clause N o. 11. Here it says: 
Notwithstanding anything contained 
in any other law for the time being 
in force, nothing contained In any 
declaration made under sub-section

Stat. Resl. Dis. of
Vol. Disc, of Inc. 4e
Wealth Ords. & Bill

PAUSA 29, 1897 (SAKA)
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(1) o t section 3 «hall be admissible 
in  evidence against the declarant *or 
the purpose of any proceeding relat­
ing  to imposition of penalty or *or 
the  purpoges of prosecution under 
Any of the Acts m entioned in sub­
section (1) of Section 8 or the  W ealth 
T ax  Act.”

I  am only asking him w hether it 
w ould be taken a* evidence in case 
of any dispute regarding his w ealth 
o r h is income.

SHRI PRANAB KUMAR MUKHER- 
JEE: I  have already explained when 
■we brought this scheme th a t firstly 
the whole declaration w ill be made 
and, secondly, on the basis of that, the 
existing provisions m which the im­
munity is being extended w ill not be 
allowed to them . Therefore I  cannot 
accept tha t.

MR. CHAIRMAN: I shall now put 
am endment No. 8 to the vote of the 
House.

•Amendment No. 8 tuas put and ne­
gatived.

MR. CHAIRMAN: The question is:

“That Clause 11 stand part of 
the  Bill” .

The motion was adopted.

Clause 11 vms pdded to  the B ilk
Clause IS (Secrecy of declaration)

MR. CHAIRMAN: Now we take up 
clause 1 2 . I  th ink  there are four 
amendments by  Shri Dinen Bhatta­
charyya.

SHRi DINEN BHATTACHARYYA: 
1  beg to  move:

Pag 5, line 10,— 
for “All” substitute  4W .  (9)

Page 5, line 12,— 
for  “no" gubstiti&e “the” <10)

Page 5. line 16,—  
for “No” substitute  “The” (11)

Page 5, line 17,—
om it “except* ( 12 )

SHRi DINEN BHATTACHARYYA: 
You w ill kindly look to clause 19k 
sub-section 1. The clause says;

“All particulars contained in any 
such declaration m ade under sec­
tion (1) of section ( 3 ) ..............”

I have asked for the deletion of the 
word ‘all’ and in its place I w ant 
to substitute the word ‘No’. This is 
a positive suggestion.

In the next one also, for the same 
clause, i  want deletion of the word 
‘No’ and substitution of the word 
‘the’ in line 12

MR. CHAIRMAN: Do you w ant
all these ‘Nos’ to be dropped

SHRi DINEN BHATTACHARYYA:
I w ant the word ‘all’ to be dropped 
and the word ‘no' to be substituted. 
Similarly in my amendment Nos 10 
and 1 1 1  have suggested that the word 
‘no’ should be deleted and in its place 
I want ‘the’ to be substituted. Shri 
Chandrappan was ^peaking, and so 
many others also were spaaking. 
You did not take note of anything. 
Here is a positive suggestion on th e  
amendments. P ie ase do not exclude 
them. I  request you to accept them. 
You a re  now going up and up from  
your old position.

MR. CHAIRMAN: Are you now
taking note of it?

SHRI PRANAB KUMAR M U- 
KHERJEE: Yes, Sir.

SHRi DINEN BHATTACHARYYA: 
He should take note of it These* 
amendments of mine are not very 
difficult for him to accept. Instead 
of ‘no* X want you to insert the word 
‘the’ «nd instead of ‘all’ j  want you to  
insert the word ‘no’.
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8H3RIFRANAB KUMAR MUXHER. 
JXR; My whole difficulty is this. 
H ie  sugigestion of the hon. Member 
becom es absolutely negative if I accept 
big positive suggestion and the entire 
proposition becomes negative. Unfor­
tunate ly  I  cannot accept it.

MR. CHAIRMAN: i  shall now put
am endm ents Nos. 9, 10, 11 and 12 to 
Clause 12 to the vote of the House.

Am endm ents Nos. 9 to 12 were put 
and negatived.

MR. CHAIRMAN: The question is:

“T hat Clause 12 stand pait of the
Bill” .

The motion teas adopted.

Clause 12 was added to the B ill

Clause IS (Exemption from  wealth- 
tcuc in respect of assets specified in 
declaration).

MR. CHAIRMAN: I  think there
are  no amendments to this clause.

SHRi DINEN BHATTACHARYYA: 
There are  amendments. I dc not 
know whether they have received the 
permission from the President.

MR. CHAIRMAN: I can’t tell that.

SHRI S. M. BANERJEE (K anpur):
I  rise on a point of order.

MR CHAIRMAN: On this there is 
no point of order.

SHRI S. M. BANERJEE: My point 
of order is this. I would like to get 
a ruling from you if they have recei­
ved  any refusal from the President.

SHRI ERASMIO DE SEQUEIRA: 
Sir, under the rules you have the 
power to  postpone a particular clause. 
Sir, we are discussing the  first read­
ing' to  well <as dause-by-clause today

and i  take it the hon. Minister will 
not pres8 for passage of this Bill to­
day Having done the clause-by­
clause discussion today he will come 
for passage tomorrow. So, my sub­
mission is since no refusal has been 
received from the President today 
thig clause be postponed for tomorrow.

MR CHAIRMAN: The question i t  
not one of receiving the refusal. I t  
is very positive that the President's 
recommendation should be received 
and not that refusal be received. The 
Member should have submitted to the 
President sufficiently in advance and 
it should come to the Secretariat.

SHRI DINEN BHATTACHARYYA: 
Sir, if you receive any le tter that for 
such and such amendments you have 
to receive the consent of the P re­
sident and that i  received a t night on 
Saturday then how could you expect 
tha t I can get the proper sanction of 
the President by today.

MR. CHAIRMAN: It is not for the 
Secretariat to point out. I t is clear 
if  any Member who moves the amend­
ment also knows th a t Article 117(a) 
and 274(1) require the recommenda­
tion of the President in such amend­
ments. Since this has not been recei­
ved I cannot allow them to be moved. 
So far as the point concerning ‘power* 
is concerned, I have no such power 
and even if I  have I would not like 
to use the same without sufficient 
reasons.

SHRI DINEN BHATTACHARYYA: 
Sir, le t it go on record tha t only a t 
the request of Mr. Banerjee I  am not 
pressing for division.

MR. CHAIRMAN: The question
is:

"That clouse 13 stand part of the
Bill.” *

The motion was adopted
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Clause 13 was added to the Bill.
danse 14 (Disclosure of income in  

vases of search and seizure).
SHRI ERASMO DE SEQUEIRA: 

Sir, I beg to move:

Page 6, line 42,—■
om it "not" (17)

MR. CHAIRMAN, under clause 3(ii) 
the benefit of the  concessional rates 
of tax  under this voluntary disclosure 
scheme are not available to  those 
from whom m erely a declaration or 
re tu rn  has been sought under Sec­
tion 139 or 148. U nder Section 14 
you allow the person whose docu­
m ents have already been seized or 
whose assets m ay have already been 
seized to come forw ard with a declara­
tion and then  you say th a t notw ith­
standing the  fact th a t his assets have 
been seized and documents are al­
ready  w ith the incom c-tax D epart­
m ent he shall not be charged interest 
and he shall not be charged penalty. 
This, Sir, refers to 55 crores and 4,000 
people we w ere talk ing about.

Mr. Salve was very quick to point 
out that already in the Act, the Com­
missioner has got the power to  waive 
In terest and penalty I am sure, no 
Commissioner would have power en­
ough to  waive it in a case where 
discloures have been made as a result 
of search and seizures. I would urge 
the Government to accept this am end- 
ment. W hat I am  saying is tha t even 
the  pow er w ith the Commissioner 
which he has got to waive penalty  
and interest, should not be  available 
in  this case because it is only after 
search and seizure tha t the income 
is declared. Therefore, you are u ti­
lising this Bill to bail him out I  
would strongly urge upon the hon. 
M inister to accept this am endment 
tand m ake them  pay in terest and 
penalty. O therwise w hat we are 
saying w ill be proved.

PRANAB KUMAR MUKHERJEE: 
I^ie existing provision also gives fflto- 
cretion to  th e  Commissioner. W he­
th e r  th e  Commissioner uses h is  d is­
cretionary  pow er or not, it  depend* 
upon the situation how m uch coopera­
tion is being provided to the ta x  
authorities to  make assessment. This 
.provision has been enacted in the  
norm al laws to  get m axim um  coopera­
tion even after search and seizure. 
W hatever we can provide to the asses- 
sees under the  norm al laws, th a t much 
benefit is being provided under th e  
scheme to those people whose accounts 
have been seized. The difference bet­
ween ordinary declarants and th is  
type of declarants is th a t they are  not 
provided w ith concessional ra te  of 
tax. They have to pay  norm al ra te  
of tax. Regarding imm unity which is 
being provided to  o ther cases, it is 
ju st being extended to this kind of 
declarants Therefore, I  am sorry In 
not accepting th is amendment.

MR. CHAIRMAN: Now. I p u t 
Amendment No. 17 to  the vote of th e  
House.

A m endm ent No. 17 was put and ne­
gatived.

MR. CHAIRMAN: The question
is:

“That clause 14 stand part of the
Bill.”

The motion was adopted.

Clause 14 was added to the Bill.
Clause 15 was added to the Bill.

Clause 16 (Im m unity  from  penalty  
prosecution, etc., under certain Acte).

SHRI DINEN BHATTACHARYYA: 
I beg to move:

Page 9, line 44,— 
omit “not” (18)

Page 9, line 46,— 
omit “not” (19)
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Page 10,— 

om it line 32 to 41 (20)

P ag e  10,—
om it lirfas 32 to 41 (20)

Am endm ent No. 18 is in respect of 
th e  immunities from pen^i'y, pro­
secution, etc. under certain acts whi<-h 
have been extended to those who had 
so long concealed their income or 
wealth. H ere towards the end of this 
page w here it says ‘Gold shall not be 
liable to  confiscation’, my amendment 
Is delete ‘not’. Again, the person 
m aking the declaration, Government 
says shall not bo liable to imposition 
of any penalty. My amendment is 
th a t he shall be liable to imposition 
Of penalty. So, both the ‘not* should 
be dropped. On page 10,—you kindly 
look to amendment No. 20,— hero 
also I  had suggested omission of lines 
32 to 41. I w ant the following por­
tion  to be omitted;

“Notwithstanding anything con­
tained in the Gold (Control) Act, 
any prim ary gold referred to in 
sub-clause (ii) of clause (B) of 
■sub-scetion ( 1 ) may be sold by the 
person making the declaration .. ” 
■etc.

This is relevant, if the Government 
is serious and really want to curb 
the  powers of the black money hol­
ders who have so long cheated the 
people and the Government. Gov­
ernm ent should not hesitate to take 
a positive step, so that these people 
m ay be taken to task, even if they 
hide the ir gold and other wealth. In 
th a t case, they should not be perm it­
ted  to go scot-free, which is the mean­
ing of this clause. That is why I  have 
suggested this

Now, please look to amendment 21 
also. I  w ant the lines 46 to 48 in sub­
clause (4) to be omitted. These lines 
are as follow*;

“The immunity provided under 
sub-section ( 1 ) shall, in  a case

where the person making the de­
claration is a firm, also extend to 
the partners of the firm."

Not only is the company given this 
concession; but the partners are also 
given this exemption. Why? I th ink  
the Minister will have no hesitation, 
at least to accept amendment No. 21. 
My request is that the Government 
should take a positive stand. Why 
should they not? Government them ­
selves have said that for so long a 
period, there were the laws and they 
had the powers, but Government could 
not exercise them.

Now, after the ordinances, so many 
people have given the money to the 
Government. They have thereafter 
taken a dip in the Ganges and have 
now become sin-less. Mr. Dpga had 
put it appropriately. Sometimes these 
people also help. They say this be­
cause they have to go back to their 
constituency. Otherwise, w hat will 
they tell the people? On the one hand, 
Government are saying that they 
w ill penalize and take stringent xnea* 
sures against black-marketeers and 
on the other, they have given all 
scope to the black money-holders, 
those who were so long set scot-free 
by Government’s own action. When 
some of them have made the decla­
ration, Government want to see that 
they are rewarded. Here is a positive 
suggestion and an amendment that 
the Government can accept.

SHRI PRANAB KUMAR MUKH- 
ERJEE: I have covered this point 
already, when I had replied to the 
debate, when I had indicated why 
we are exempting them from the pro­
visions of the Gold (Control) Act and 
the Customs Act. Quite a su b s tan ­
tial part of the hidden w ealth and 
income were in the form of gold and 
jewellery. As a result, if we wanted 
to make th e  scheme a success, it was 
necessary tha t immunities under thews 
provisions were  extended to the de­
clarants. Therefore, this immunity is

1897 (SAKA) Stat. Real. Dis. t# 27*
Vol. Disc, of Inc. &
Wealth Ords. A  Bill
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4aeing provided. I  have already sug­
gested to the hon. Member that if he 
does aot want the scheme, he w ill 
have to reject the< scheme, in toto. He 
cannot say that he w ill accept one 
part of the scheme and reject the 
other.

SHRI KRISHNA CHANDRA HAL­
DER: It is a funny argument,

SHRI PRANAB KUMAR MUKH- 
ERJEE: It may be funny to you, Shri 
Haider, but it is a fact. I am not 
accepting that amendment because it 
negates the entire scheme of the pro­
position itself. Therefore, my opposi­
tion is not funny. The amendments 
are really funny. Knowing fully  
w ell that they negate the whole sche­
me itself, they are making such sug­
gestions in the form of innocuous 
amendments, the effect of which 
would be to negate the whole Bill.

MR. CHAIRMAN: I w ill now put 
amendment Nos. 18, 19, 20 and 21 to 
the vote of the House.

A m endm ents Nos. 18 to 21 w ere pu t 
and negatived

MR. CHAIRMAN: The questiton is:

“That Clause 16 stand part of the 
Bill”

The motion was adopted

Clause 16 was added to  the Bill.

Clauses 17 to 22 were added to the  
Bill

The Schedule

SHRI ERASMO de SEQUEIRA: I beg 
to  move:*

Page IS, line 17,—for  "25 per cent.” 
substitute “50 per cent.” (3)

Page 13, line 10,—for “40 per cent.1* 
substitute “W per tfent.” (4)

Page 13, line 14,—for “60 per cent.** 
substitute  “99.9 per dept.” (5)

Mr. Chairman, what I would like to  
bring to the attention of the House i& 
the disparity that is going to exist 
betwen an honest tax-payer and some 
body who has evaded taxes, as a re­
sult of the Schedule, as it has been  
presented to the country and to the 
House.

The higher rate of tax (provided in  
the Schedule is 60 per cent. I would  
venture a guess that most of the in­
come that has been declared, or a  
substantial portion of it, is income 
which was earned when the rate o f  
tax was 97 per cent. Today the rate 
of tax is 77 per cent; in case it is a  
partnership it can go even to 85 per 
cent.

There is one thing extra that has
been done to the benefit of the dis­
honest tax-payer, and that is that a  
separate assessment has been created 
for the disclosure. Therefore it is  
only the extent of disclosure that w ill 
be charged to tax, and not the amount 
of income that was dodged, if  you
want to use that expression, in a par­
ticular year. This is as the hon. Mini­
ster w ill readily admit, in spite of the  
scheme of non-disclosure of source, 
which would have resulted in con­
siderably more information with the  
Government, and considerably larger 
collection to the Government, the first 
of which I am sure the Government 
is trying to avoid and on the second 
I do not know what is the stand of 
the Government.

I hope the hon. Minister realises? 
that by making a separate assessment 
he has also made it possible for un­
scrupulous persons, and let me tell yoti 
that evfcry single person who has m ade

'M oved with the recommendation o f the President.
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a  disclosure under this scheme is obvi­
ously an unscrupulous person to in­
clude in their *disclosure black money 
earned during the  course of this year 
because he does not have to disclose 
th e  source. He had to make a declara­
tion till December, So, even money 
which he has earned alter March he 
can disclose under the scheme, and 
where be would have to pay 75 or 80 
per cent, he gets away with 60 per 
cent. I do not know who the genius 
was who designed this scheme.

If Government felt that voluntary 
disclosure was necessary, there were 
so many options. You had, as you 
say, the climate for people were so 
scared of the raids that they would 
have come forward in any case. You 
could have provided the same rate as 
applies to income-tax today and kept 
a  separate assessment. You could 
have come forward and asked them to 
disclose the source. That would have 
also been to the benefit of the un­
scrupulous, but far less than this.

But to see the way it has come, you 
put yourself in the shoes of an honest 
tax-payer. And let me tell you that 
the majority of tax-payers in this 
country, the millions, are honest. It 
is only 2-1/2 lakhs who are not. And 
out of this 2- 1/2  lakhs as I was men­
tioning a little bit earlier, probably, 
three-fourths have never earned this 
kind of income in their lives, they 
have only been used in order to re­
ceive and distribute the income of 
those who have earned this and would 
like to make a disclosure under the 
scheme. These are facts g t life.

I t does not need any statistics to 
know that in the last few months 
every single tax consultant in the 
country has been busy planning dis­
closures, how much should be dis­
closed in whose name and from which 
town, and how far the real owners, 
the real earner of that money, black 
money, could be protected. So, lot us 
not run away from reality.

Stat. Resl Di*. of
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“  at tjme Government feels 
that a voluntary disclosure is requir­
ed, let them ensure that it  is a dis­
closure which, whatever else it may 
do, will give them the source of the 
mcome that is disclosed, because 
minus this it is nothing but an ex­
ercise which does not speak well for 
any sincerity in stopping black 
money.

SHR! PRANAB KUMAR MUKHER- 
JEE: He has made general observa­
tions about disclosures. What reply 
should I give?

MR. CHAIRMAN: I put amendment 
Nos. 3, 4 and 5 to the House.

Amendments Nos. 3 to 5 were put 
and negatived.

MR. CHAIRMAN: The question is:
“That the Schedule stand part of the 

Bill”.

The motion was adopted.

The Schedule was added to the Bill.

MR. CHAIRMAN: The question is:
“That Clause 1 , the Enacting For­

mula and the Title stand part of 
the Bill”

The motion was adopted.

Clause 1 , the Enacting Formula and 
the Title were added to the Bill,

SHRI PRANAB KUMAR MUKH- 
ERJEE; I beg to move:

"That the Bill be passed”

SHRI H. N. MUKERJEE (Cal­
cutta-North-East) ; It is at least a 
minor blessing that the Minister has 
shown some restraint in answering 
Mr. Sequeira just now as well as in- 
the speech which he made earlier, be­
cause I was afraid that in the context 
of today when I  find for example, the
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M inister of Inform ation and  Broad­
casting saying the  o ther day a t an 
exhibition, and  I  am  quoting from  
The (Statesman’s report, th a t m ore had  
been done in  the  past ten  years than 
in  th e  las t one thousand years in  
India. A  statem ent made m u tte r con­
tem pt of all history and of common 
sense. A t least the  M inister here has 
no t tried  to m ake a song and a dance 
about w hat he has done in  regard to 
his voluntary  disclosure scheme, and 
he has spoken in  a m anner which he 
spoke something of a guilty consci­
ence in  this regard.

There is no getting away from it 
th a t vice has been rew arded and v ir­
tu e  punished as has been made clear 
so m any tim es in  different speeches 
m ade. B a t I  recall how a sm ila r  
piece of legislation in other times 
could perhaps have evoked a much 
longer discussion a t  much greater 
dep th  than  we have had an opportu­
n ity  of having in  this House today.

In  English, there is an expression 
called Curate’s egg. an egg which is 
good in  parts and you can eat only 
parts  out of it. Here, this voluntary 
disclosure m atte r is good m  parts, it 
stinks m certain other parts. In so 
far as he has got Rs. 200 crores and 
odd into the  treasury, he is very 
welcome. B ut le t him  not run  away 
w ith  th e  fact th a t he has been able to 
take th e  capitalists. I say this because 
w e here today ta lk  about socially 
capitalists who are  now in the very 
good books of the  Government, and 
th a t is why, they  been given a 
rope long enough to hang the olher 
people in this country w ith not them ­
selves. And th is is th e  reason why 
w e are here suffering such a gTeat 
deal.

I  once heard  even a company, 
w hich included some of the  highest 
in  th e  land th a t th e  top m an in the

B iiia  hierarchy was no t him self a t  a* 
individual an  aasessee of income tax. 
Mow, these sorts of tilings go for 
egregiously for years and  years and 
years, even during th e  emergency, 
you have th e  w herew ithal to  pu t 
yo u r foot down and collect all the 
money you w an t, Look a t Bombay 
and Calcutta w here money seems to  be 
in  the  air, bu t m oney in  th e  hands of 
the  rogues of creation. We can get 
hold of th a t money, bu t you do 
n o t  Now you come and  say tha t 
we have done a good job of it. I do 
no t mind th e  income tax  people 
having a bonanza, they  had worked 
hard  enough to earn a little  respite 
I do not m ind them  a bonus. But they 
have as Sequeira has pointed out, 
taken away the  bonus from the com­
mon workers. But, of course, they 
fire welcome to have w hatever bonan­
za, they  w ant among themselves 
Now, w ith  th e  Ganga w ater, they 
have purified the  black money. Now. 
the  M inister was try ing to shy away 
from  this discussion about the quan­
tum  of black money in this country. 
A fter all, the Wanchoo Com m ittee  
which was appointed by the  Govern­
m ent have calculated th a t black 
money operations are about 20 per 
cent of the gross national product. 
If th a t is so, w hat is the percentage 
of the  money which he has collected9 
How does he crow over the  superi­
ority  over the M ahavir Tyagi’s dis­
closure idea and the la te r disclosure 
m atters, because if you look at this 
point, there is hardly any time. But, 
in  1951, th ey  got Rs. 70 crores which 
was -75 per cent of thf» total national 
income a t th a t time. In  1965, disclosu­
res were m td e  which accounted for 
Rs. 197 crores which works out to one 
per cent of the GNP Now w hat they 
have would be much less than two per 
cent of the  national income. If  that 
is so, there  is nothing to crow over in 
so fa r as his achievements are concer­
ned B ut I  congratulate him  because 
he has been ra ther restrained in  p re ­
senting his proposition. You are look­
ing a t the  idock. And th a t is why, I  
was only referring  to  w hat w as said.
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«  little while ago, by my friend, Mr. 
Chandrappan. He quoted Karl Marx. 
Ht, may be a persona non grata with 
these pragmatic socialists, 

(Interruptions)

w ho do not care for scientific so* 
-cialism .....................................

(Interruptions)
But, at least they care for, I hope, 

th e  M ahabharata, there is a sloka 
w hich points out how big money is 
m ade.

?r TT?rc?f'»r 

■q* f w  i

ST'^rfcr irf  f r  ftrav  ii

Big money cannot be made unless
■you tear the hearts out of other
people, unless you do the most black­
guardly jobs, unless you kill as the
fisherman as he kills the fish. Unless 

you do that, you cannot get big money. 
This is what Karl Marx has said 
in his historical chaptcr of Kapital 
w hen he quoted a Frenchman called 
.Augier who had said earlier,

“When money comes into the 
world it has a congenital 
blood stain on its cheek".

But K arl M arx added, when capital 
comes into the world, it comes with 
blood and dirt pouring out from 
every pore of the body of those people 
whom they are taking to their heart 
"today as socially conscious capitalists 
and to th a t tribe of men they are 
m aking concessions at the time of 
■Emergency when the mandate of the 
people is there. If only they had the 
will, they could answer the accusa­
tions of certain nersons abroad that 
w e are a soft State, and we do not 
lcnow w hat to do in order to proceed 
towards some kind of socialism. A<? 
I  said earlier, may be this variety of 
pragm atic socialism is something

which is beyond the ken of the likes 
of us. It is a little too late for us to 
learn new, definitions and connota- 
tions of socialism.

SHRI SOMNATH CHATTERJEE 
(Burdwan): Mr. Chairman, Sir, there 
are one or two aspects of this Bill as 
presented before the House which 
should be brought to the notice of the 
House.

The Ordinance was promulgated on 
the 5th November. The Minister says, 
if we make any alteration in the Bill, 
then the whole purpose of the scheme 
goes and it will negative the entire 
scheme. Therefore, he says, wh'en 
the Bill comes up for discussion in 
the House, we cannot even suggest an 
amendment and the Minister cannot 
even consider an amendment. W hat 
is then the function of this House 
when we consider an Ordinance like 
this or a Bill like this? We have 
either to accept it or reject it in toto. 
Whatever suggestions may be made 
by way of amendments, the House 
cannot even consider them. That is 
the attitude taken by the Govern­
ment.

They have in their wisdom promul­
gated an Ordinance which was al­
ready overdue, conceived of a scheme 
and gave effcct to it before the Par­
liament which is representative of the 
people could even make any sugges­
tion for its alteration. This is the way 
they want the Parliament to function 
and they go on merr'«ly w ith this 
deliberate surrender to a section of 
the people.

The hon. Minister said, if I  quote 
the figures rightly, that about Rs. 700 
crores of concealed income and w ealth 
has been disclosed and that the tax  
realised is about Rs. 250 crores. That 
i<5 including the w ealth-tax. There­
fore, deducting the wealth-tax, it is 
less than Bs. 250 crores or it is about 
Rs. 240 crores that has been realised. 
Hence, about Rs. 450 crores of money 
has been legitimised, as Mr. Salve
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arid, This has gone into th« channel 
of national wealth. This lias become 
the white money, the purified money. 
For what Purpose will this be utilised? 
3s there any condition laid down in 
this Bill or in the Ordinance? Are 
w e saying that this money should be 
utilised for nation-building activities, 
for any public welfare scheme? No 
provision is made.

Mow, these people who earn money 
obviously by dubious methods and 
who have been cheating the Govern­
ment admittedly for all these years 
w ill now be given a clean slate to 
utilise it in any manner. The only 
obligation 1 find is to bring the amo­
unt in their books of accounts. They 
know how to manipulate. This w ill 
breed what sort of income in future 
nobody knows. What is the control 
of th'e Government over it? Nobody 
know8. Over Rs. 450 crores have 
come as a prize to these people. With 
white money, they can do whatever 
they like. There is no control. This 
is the position.

W ith regard to Rs. 55 crores which 
ts an amount of tax paid by these 
4000 and odd assessees against whom 
raids and seizures have been made, 
w ho have been found out by the 
efforts made by the Income-tax De­
partment, I want to say one thing.

18.00 hr*.

1 admire these income-tax officers 
who are working under the greatest 
constraints and restraints and politi­
cal influence. I do not mind some 
reward being given to them. They 
deserve encouragement. Many of 
them are doing good work. But when 
they have done something: and they 
could have made a much greater rea­
lisation on behalf of the Department 
from these 4,000 people, you reduced 
their liabilities; The officers of the 
Department, with great efforts, found 
out the sources of this money, hut

now you f iv e  these people a respite* 
and these 4,009 people are now going, 
scot-free; the Department’s efforts go 
in vain. When Mr. Chandrappan wa& 
stressing cm that, when Mr. Sequeira 
was stressing on that, this was the 
rationale behind it. When the De­
partment makes effort* and succeeds* 
the praise is not going to the Depart­
ment but to those persons who are 
caught! Therefore, if we say that th e  
object is not really tackling the prob­
lem of black money which has eaten 
into the vitals of the economy of this 
counfry but fs to give certain favour 
or protection to a section of the peo­
ple, then nobody can accuse us of 
trying to do something which w ill 
affect the economy of this country.

I would like to know two or three 
things from the Minister. This can­
not be a Bill or a proposal to tackl'e 
the problem of black money, because, 
it does not contain any proposal which  
will stop generation of black money^ 
There is no provision in this Bill whichu 
does away with the evils which grip- 
the nation’s economy. Will this be­
come, like poverty and Emergency, a  
permanent feature in our country? X 
would like to know this. Will this be  
a periodical exercise? Because, with­
out being able to deal with the prob­
lem at its roots, without being ab le  
to stop the generation of black money* 
how will this problem be solved? Will 
you go on giving them an opportunity 
every time to come out on their own» 
disclose the black money, get a clear­
ance from the Government and go  
back with white money? Is this the  
scheme? Therefore, I would like to  
know from the hon. Minister whether 
this will be a periodical exercise. 
There are people who know this: they  
can go on doing this for five or ten  
years; then Mr. Pranab Kumar 
Mukberj'ee—I do not know whether 
he w ill be there to pilot such a B ill 
or somebody else w ill come; 1 w ish  
Mr. Pranab Kumar Mukherjee rises 
to greater heights, he has my best 
wishes—or whosoever comes, if  this  
party goeg on ruling this country andi
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i f  th is system of administration con­
tinues, will again come with such a 
favourable proposal and. therefore, 
w ith  little  quid pro quo, this can be 
achieved.

Therefore, the hon. Minister will 
ttav e  to satisfy us w hat really is the 
object ot this except to get money. 
Is th is the policy of this Government 
th a t, somehow or other, more and 
m ore taxes may be realised? Are 
the means important or not? Are you 
satisfied only w ith this that somehow 
more money has to be gathered as 
taxes? By making concessions to 
capitalists and black-marketeers, you 
-get R«. 200 crores and you seem to be 
very happy and you are patting your­
selves on the back that you have done 
a great job! You are giving them 
better treatm ent because of this so- 
called voluntary disclosure. By mere­
ly  making this so-called voluntary 
'disclosure, they w ill become angels 
from  tomorrow and they will never 
m ake any suppression or concealment 
-of any income in future! Is there 
any rationale behind it? You say that 
you w ill bring them to the path of 
-civic responsibility. C ivic responsibi­
lity here ceases as soon as they get 
■away w ith a smaller amount of in­
come-tax. W here is the guarantee of 
continued civic responsibility in 
future? That is the point we want the 
hon. Minister to answer. Where is the 
-guarantee for that? What is the pro­
vision in the Bill that, in future, this 
civic responsibility will continue? 
'Suddenly it has dawned on the Gov­
ernm ent tha t they must bestow or 
inject a sense of responsibility on 
some of the  people of this country by 
allowing them to go away in this 
m anner! This responsibility will be­
come a perennial feature in their 
m ental se t-up  and in their financial 
system. Therefore, I  would like to 
know from the hon. Minister, firstly 
w hat ig going to be done with the 
money which hag now become white 
'b y  reason of their good blessings. 
Secondly, how do you wish to tackle 
th fg  problem in future; have you got

any proposals to go on like this giv­
ing this favour to such people in 
future? Thirdly, whether the Gov* 
ernment believes that mere getting 
more and more money as taxes, by 
whatever dubious means the Govern­
ment adopts, is the end-all and be-all 
of this Government.

You say that you will utilise the 
taxes for so-called nation building 
purposes. We have got our reserva­
tions. Why not compel these people 
who have accumulated money at the 
expense of the society and economy 
of this country to utilise money foe 
nation building purposes? Govern­
ment should say that these are the 
objectives and these are the priority 
sectors and you must invest the 
money. There are no such proposal*

You sav that you have got this 
extra money by way of a windfall. 
But are you going to give any relief 
to the persons in the lowest income- 
tax  brackets? These people are al­
ready under the greatest of miseries 
and difficulties. Small traders and 
others are within the income-tax net. 
They cannot get out of the net; give 
some relief to these people, and uti­
lise the money tha t you have realis­
ed as a windfall so that these people 
who are in the lowest income bracket 
can get some relief. I hope, the 
hon. Minister will keep these things in  
mind. I know, he is a prisoner of the 
circumstances and situation; he can* 
not say anything; he has a closed 
mind, he is not allowed to open it and 
consider any proposals, good, bad a t 
indifferent. He may at least try  to* 
consider when they evolve their 
schemes, if any, in future.

THE MINISTER OF STATE IN- 
CHARGE OF THE DEPARTMENT 
OF REVENUE AND BANKING 
(SHRI PRANAB KUMAR MUKHER- 
JEE): Mr. Chairman, Sir, I  am neither 
a prisoner of circumstances, nor I  h a w  
a closed mind, because as I  explained, 
the purpose of this BiH is limited ilk 
the sense that this is just one of tfa*
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various m easures which the  Govern- 
*toent have taken  to  unearth black 
‘m oney. I also m entioned in my Intro­
ductory  speech and la ter on w hile 
replying to  the debate th a t th is is a 
schem e which was in force from  8th 
October to 31st December, f975 and 
■at the sam e time, other m easures like 
•searches, raids, surveys etc. as they 
eontinued in the past are continuing 
‘today. This is not something isolated 
“Which has been brought before the 
'hon. Members, or it is out of the 
context; this is one of the measures 
w hich we considered fit and which we 
found advisable to  apply at tRat par­
tic u la r  moment because of the situa­
tio n  created by intensification of 
searches and seizures. Therefore, the 
hon. Members may have their honest 
difference of opinion, w hether that 
w as the appropriate time, or w hether 
those w ere the approriate measures, 
o r w hether this is an appropriate piece 
of legislation. We have our own 
argum ents and I have tried to the best 
o f my abilities to place our view­
points so far as this piece of legisla­
tio n  is concerned

M r Chairman, Sir, I would like to 
subm it most hum bly tha t this is not 
som ething which is all-comprehensive. 
T he hon. Mr Chatterjee wanted to 
know, why there is no provision in 
the  Bill about w hat wo are going to 
do about th‘e money which is being 
channelised and which comes to the 
m ainstream  of the national economy. 
I t  is not ’the fact th a t we have not 
given any indication. In mv speech, 
1 pointed out and I have given the 
-figures also tha+ 5 per cent of the 
disclosed income and 2£ percent of 
the  disclosed w ealth are to be invest­
ed  in the  ■Government securities which 
a re  to be invested inter alia in the 
pHoritv sector tike slum clearance 
ahd other social priority  -schemes. 
Therefore, this is not a fact tha t we 
Have not given any inform ation to the 
House. I  said that I  have given this 
Sttlormation. 1 I t  m ay not toe sufficient

fo r you. Here, w e have already 
accepted that. We have a different 
approach bu t a t the same tim e you 
cannot say tha t w hatsoever I am say­
ing is inconsistent. It mqy be incon­
sistent w ith you, bu t it is very much 
consistent w ith my line of argum ent. 
I do feel th a t the  situation was creat­
ed w here w e could unearth  a percen­
tage of black money. I do not know 
w hat is the quantum  of the black 
mon'ey which is operating. Mr. 
Chairman, most hum bly I refuse to  
en ter into that controversy w hether 
it is Rs. 7,000 crores, Rs. 14,000 crores 
or Rs. 20,000 crores or Rs 25,000 
crores because we have no scientific 
basis to come to the  definite conclu­
sion as t 0 w hat is the quantum  of 
black money operating in the country. 
But it is a fact th a t it has been realis­
ed that quite a substantial am ount— 
of the order of Rs. 1,500 crores in th e  
form of declared income, in the form  
of declared w ealth has come in the  
m ainstream  of the economy. In reply 
to  another supplem entary Question I 
suggested that a substantial part of it 
will go to the States, as 80 per cen t 
of the income tax  goes to the States; 
as a part of divisible pool. Therefore* 
the S tates w ill have better and im ­
proved ways and m eans position. B ut 
it would be really difficult for me to 
indicate w hether this Rs. 470 crores 
or w hatever odd figure Mr. Somnatb 
Chatterjee has quoted would come in 
the m ainstream  and m w hat way it  
w ill be invested.

One point I would like to suggest, 
we make exercises in which way the 
w hite money is being invested and 
the investm ent policv of the country 
is always to see tha t these are being 
invested in the priority  sector. A t 
least one expectation we may have, 
because of the very nature of th e  
expenditure tha t the money whichr 
comes in the  m ainstream  of the  eco­
nomy is not usuallv spent on ostenta­
tious purposes. Those are invested in  
a purposeful and meaningful m anner. 
Therefore, th is much of expectation 
we may have the income and wealth-



which has come in the mainstream of 
the  economy after being disclosed.

A nother point he has mentioned is 
th a t we are not accepting any amend­
m ent. Perhaps, he is very much 
aw are—and it is clear from the very 
nature of the Bill—that this is a 
Money Bill.

SHRI SOMNATH CHATTERJEE: I 
am  on a point of principal procedure.
I f  schemes like this are passed by 
ordinance and the Government comes 
forw ard and says if any alteration is 
made, the whole scheme falls through 
th e whole amending process comes to 
naught. That is what I am saying 
tha t you come forward with a propo­
sal in the form of a Bill. As the hon. 
M inister said repeatedly ‘I cannot 
accept any amendment because that 
will negative the entire scheme’, we 
cannot put forward any amendments 
because he cannot consider it.

SHRI PRANAB KUMAR MUKHER- 
JEE: As the hon. Member, who is a 
veteran Member of Parliament, is 
aware, there are certain m atter on 
which hon. members can discuss but 
they cannot change. If they change, 
Government | s ultimately to resign.

I do not go into that aspect and the 
whole aspect of these things. These 
schem es.. . .  (Interruptions).

MR, CHAIRMAN: I seek your pro­
tection.

I  wanted to claiify the position. You 
can give so many cut motions in the 
Budget but nobody accepts youi cut 
motion.

MR. CHAIRMAN: Neither Mr Min­
ister alone nor the Opposition alone 
can have it. It is for the House to
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accept or not to accept. You have 
moved your amendment and the 
House has said ‘no’. Therefore, that 
question does not arise, please con­
tinue.

SHRI PRANAB KUMAR MUKHER- 
JEE: I did not expect that tKis ques­
tion will be raised by a veteran 
parliamentarian like Shri Somnath 
Chatterjee. The whole exercise was 
over by 31st December. We have 
accepted that scheme. It wa« put into 
operation by an ordinance an^ after 
th a t----

SHRI SOMNATH CHATTERJEE: 
Mr. Mukherjee, the way things should 
have happened----

MR. CHAIRMAN: No, no, it is all 
right. Mr. Minister, please conclude.

SHRI PRANAB KUMAR MUKHER­
JEE: I do not think there was any 
irrationality in ordinance because 
Parliam ent was in Session and it was 
in the month of October that the 
ordinance was issued by the President 
and it was not in the month of Nov­
ember ac has been pointed out by 
Shri Chatterjee.

I do not think, Sir, there is any 
other fre<ih point which requires to 
be answered by me. Thank you,

: 3T-T k 

%  frr fap^r arra i

The motion was adopted.

18.18 hrs

The Lok Sabha then adjourned till 
Eleven of the Clock on Tuesday,. 
January 20, 1976/Pansa 30, 1897
(Saka).
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