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BTATUTORY 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
the next item, Resolution regarding
‘Voluntary Disclosure of Income and
Wealth Ordinance, 1975,

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

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

“This House disapproves of the
Voluntary Disclosure of Income and
Wealth Ordinance, 1975 (Ordinance
No. 15 of 1995) promulgated by the
President on the 8th October, 1975.”

Whi'e opposing this Ordinance as
also the Bill we find that the Govern-
ment perhaps have got onlyl one
argument to substantiate and justify
the promulgation of the Ordinance
and introduction of this Bill, That
argument may be based on the well
known saying that nothing succeeds
like success.

This Voluntary Disclosure scheme
after its promulgation has brought to
light about Rs, 1450 crores of black-
money and from that amount, the
Government is expecting Rs. 200 to
Rs 250 crores to be added to the
revenue by way of taxation. These
disclesures of Rs, 1450 crores and the
expected addition to the revenue has
raised the Minjster to philosophical
heights. For example, after congratu-
lating the officers of the Income-tax
Pepartment, the Minister for Finance,
Shri C. Subramaniam had stated: To
err 1 human but to have the courage
to confess is truly divine. The Minis-
ter had raised the black-marketeers
and the criminals who committed
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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
havoe in our society. If that was the
purpose, then we have to go a little
deeper into the matter before we raise
ourselves to the exalted heights.

This CGovernment had appointed a
Committee, known as the Wanchoo
Committee, which presented the Direct
Taxes Enquiry Report., That report
says about the magnitude of the pro-
blem of black-money and the parailel
economy in our country. According to
Mr. Wanchoo, Chairman of this Com-
mittee, in 1968-69 the value of money
circulated in the warld 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 ihe quantum of black-money is
not possibly Rs. 7,000 crores, it could
be just double that amount, ie. Rs.
14,000 crores. There is no dispute
when we read thig report that the
amount of black-money in circulation
in our country at that time was
between Re 17,000 crores and Rs. 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 crore of rupees black
money to the aggregate total of the
black money that we had in our
country.

So, safely one can conclude to-day
that the problem of black money that
we are facing, the dark face of the
parallel economy which we are trying
10 see is something like Rs. 25,000
crores of rupees in circulation. The
value of black money is that much.
If that is so, them the amount dis-
closed, T am very sorry to say, is pot
very much. It is only Rs. 1450 crores
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and all the experts who spoke about
this thing agreed that it may not be
more than 1¢ per cent of the total
black money which ig in circulation
to-day. The Economic Times of day
before yesterday came out saying that
when the Ministry finally go into the
arithmetics of it, what they would get
after eliminating the double disclosure
and all that may come i{o Rs, 1200
crores and the revenue the govern-
ment is expected to get for the ex-
chequer will also be to the tune of
Rs. 200 or Rs. 250 crores. It may
also be less.

Now, the opinion expressed by the
Wanchoo Committee about the volun-
tary disclosure scheme itself also is
worth noting, because, this is not a
new suggestion or a new invention
made by the Minister. Formerly we
had done 1t. I am quoting from the
Wanchoo Committee.

“A voluntary disclosure scheme is
an extraordinary measure mecant
for abnormal situations such as
after a war or at times of national
crisis  Resorting to such a
measure during normal
times and that too frequently,
would only shake the confidence of
the honest tax-payer in the capacity
of the Government to deal with the
law-breakers and would invite con-
tempt for its enforcement machi-
nery. Any more disclosure scheme
would not only fail to achieve the
intended purpose of unearthing
black money but would have a dele-
terious effect on the level of confi-
dence among the tax-paying public
and on the morale of the adminis-
tration. The idea of introduction of
any general scheme of disclosure
either now or in future is, therefore,
strongly opposed.”

This is what the Wanchoo Committee
said. Then also, the Government did
not pay any sttention to the sugges-
tion made by that committee,

We have the experience of infro-
ducing such schemes. 1In 1851 this
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Government introduced a scheme af
voluntary disclosure. The result was
Rs. 70 crores of income was diaclosed
by 21,000 persons and that added
Rs., 11.5 crores to the taxes. In 1965
they again tried this. Then, what
happened? Rs. 51 crores. Less than
what we got in 1951 and by 12,000
persons and the tax revenue was Hs,
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 time, they
got Rs. 1450 crores {from 1,50,000
persons and expect a tax revenue of
Rs. 200 crores,

There is a serious question. When
we discuss this, we consider this is an
immora) action taken by the govern-
ment. The step taken 1s thoroughly
immoral. Why? Because, the tax-
payer, the honest man who pays the
tax is penalised for not paying tax
by harassing him wall these ycars and
he has paid tax and for his honesty he
paid more angd this Bill now keeps the
secrecy of those who disclosed their
1ll-goticn wealth They will not tell
ur who are the people who disclosed
this and they will not ask them how
they got the money. The officials are
given immunity. They need not dis-
close to Parliament or anybody ‘or
even to committees of Parliament,
This kind of a thing is a crime com-
mitted by the Government against the
honest people in this country,

If you go fo the results of the
voluntary disclosure schemes, imme=
diately after the Ordinance was
announced, you will find that the
Minister threatened that we will do
everything possible and we will in-
tensify the raids. That was a good
thing. For that, there was no neces-
sily of ordinance. His hands were
iree and especially after the emer-
gency with added strength, power,
Government could have struck at the
very root of the problem of black-
money. Government did not do it.
But, Government on the contrary,
said, you disclose your ill-gotten
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wealth, otherwise you will be in trou-
ble. In the last days disclosures were
made and thus this result,

Government had to take further
steps, steps towards surrender. Gov-
ernment took seven sleps towards
surrender, to capitulate itsef and ita
policy to the blackmarketeers any to
the chieftains of the paralle]l economy
of the country. I would explain all
those seven gteps:——

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

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

The fact of the matter is that your
income tax people have found out the
wealth after various scarches, They
assessed the value 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 with which immovable proper-
ties were purchased or created. But
Government said we will not proceed
any turther if you disclose it.

3. Withholding action under the
Sales Tax Law.
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4. Exemption from disclosing the
nature of source of Income,

This i3 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. They are responsible
for hoarding the grains when the
Government took over the wholesale
trade in wheat. They are the people
who have been financing J.P. move-
ment in this country,

You are speaking so much that
you will fight, you will smash the
socio-economic base of fascism in this
country. Let me tell you the base of
fascism. Do you think that tlus threat
has come from heaven? No, it has a
social base in this country. That
‘socital base’ is the economic base of
the monopoly houses in our country.
That ‘social base' ig deeply rooted in
the paralle] 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 wisdom, let them be
honest, etc. That will not do; you
cannot treat them like that. But you
have done exactly like that, You
have not only done that, but you have
committed another crime against your-
selves. There are gentlemen like
Goenka againgt whom cases are
pending, there ace weoric like Gayatri
Devi and many other Devis, who be-
came champions of the JP movement,
against whom cases were pending.
Now, if such kinds of persong disclose
a liitle amount, the Government is so
very happy about it, that the further
proceedings are stoped. JIs 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 {0 strike that note of warm~
ing to you.
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Then came another surrender, This
is the fitth 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 i5 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, Thig value would be
whatever was the value gt the time
of acquisition as claimed in the decla~
ration. So, this is 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 1t 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
game building today may be Ra. 2
crores, if the declaration js only of
Rs. 2 lakhs what happens is, he is
only responsible for Rs. 2 lakhs and
nothing more. In this way, the Gov-
ernment is giving licence to makers
of black money. Ras. 193 crores will
then again become black money. Mr.
Justice Wanchoo has stated that black
money is a peculiar phenomenen, It
would breed more black money. Now,
the Government becomes a party in
that effort of those people having
black money to breed more blagk
money in our economy. That will not
help anybody.

Apd then, sée the last ome, the
a&% of any challehge of the ¢ldims
made by the declarant. Stipposé ™'t
declare Rs. 10 or may be Mr. Goenka
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declares, The Government wil not
say anything. They will hepplly
accept it. They will accept that Rs, 10.
R.a 10 will be added to the voluntarily
disclosed amount. The Goverament
could not have brought forward a
more ridicolous scheme than this.
This is the crux of the matter. And,
in this context, certain other things
alio should be told to the Government
and told to this House,

The Government says that they
have succeeded, that 15 to say, they
hfave got greater amount of money,
disclosed from the parallel economy,
from 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 js emer-
gency. Ang this emergency has put
the fear of God into the minds of
thesg people,—not that Mr, Subra-
maniam today sees them as angels of
virtue, fluitering 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
anc! weed out this malady from our
soclo-economic life. Instead of doing
that, the Government merrily went
and shamelessly surrendered to the
b.lgck money. That is what our erie
ticism is about this. What is this
black money? The black money means
a parallel economy, it means COYTUpP~
tion, it means hoarding, it means
ostentatious and vulgar spending; {t
also, meang boot-legging, vandalism
and .it also means, in short, creation of
fascist atmosphere in the country.

Government instead of figh
and instead of demolishing %em
of black monty and pmrallel economty,
just went with folded hands to wor-
Kb dt the féet of the'cHeals’ of the
::‘;ltl.el economy. Thiy is our com-~
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Before I conclude, I would also
bring to the notice of this House the
fact which was revealed by this
Minister; in 1974, 2029 raids were
carried out and they got ks. 17 crores
of concealed income. This was ans-
wered by him in regard to a question
in the other House. In 1975, upto
November 30, 1523 raids were con-
ducted. After declaration of emer-
gency, in 1975, it hag become 1523
from 2029 in 1970.

The figure was Rs. 17 crores in 1974
and it has come down to Rs. 14 crores
in 1975. What does it show? It
shows the Government slackened
itself. It sat leaned back without
going further with 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 becn much belter even
with this voluniry disclosures scheme.

There is now another danger. The
hon. Minister himself, after the volun-
tary disclosure scheme was concluded,
made a statement. He made it clear
that ‘it was not necessary that the law
should take its own course now that
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 what Jesus
Christ said ahout the black marketeens
—f I see a hlackmarketeer in the
church, with 3 whip I will beat him
and send him out’. Here are our
Ministers who are saying ‘the period
of forgetting ang forgiving is over’
But, even then, he told the black~
marketeers to go and again confess as
there was a possibility that the offi-
cials might give them some discre-
tionary concessions. There is this
danger even after the voluntary dis-
closure period is over, There this
ddnger of the bureaucracy using the
diyéretion in favour of the black-
#arketeéers is on the horizon. This
i§ a Wéry serious danger. Now to
conclude, I must say that to-day or
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tomorrow you will have to sgit down
and make out your accounts of how
much you got and what wag the result
of it. 1 am very sure that when yow
go to writing down in black and
white your account, the big amount
about which you are tom-toming to-
day, will be much less than what youw
claim now, Secondly, the amount also
should be understond in the present
context when the value of rupee has
gone higher than it was in the last
decade. When the other sachemes
weie introduced, you would find that
what you got disclosed is nothing
moic. 1 have made some studies
about it. In 1951, the disclosed
amount was .75 per cent of the GNP.
and in 1865 it was 1 per cent and im
1975 it will be 1,75 per cent. You can
c¢lap and have the ovation for 1.76 per
cent but when the ovations are over
you will be in the dock where you’
will find that you are with the hoar-
ders and black-marketeers who are
eontrolling the parallel economy in
the country.

So, Sir, I requoet that the Govern-
ment should consider all this and this
Bill should be withdrawn and the
House reject this Ordinance and, I
hope, the Government will agree with
this and scrap this exercise in futility.
With these words I oppose this Bill
and request the House to reject the
Ordinance.

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

“This House disapproves of thé
Voluntary Disclosure of Income and
Wealth (Amendment) Ordinanch,
1975 (Ordinance No. 23 of 1975)
promulgated by the President on
the 28th November, 1875.”

Sir, these two ordinances that are
now before the House and the Voluns
tary Disclosure Bill to my mind are ®
very good example, or a very bad
example, of the cynicism of this Gove
ernment,
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8ir, 1 would hike to take you back
to the climate just before the Volun-
tary Dasclosure Scheme This was
a case where Government declared a
policy of rooting out black money
frem the Indian economic  gystem,
which quite frankly, from what has
happened since 1t i1s obvioug the
Government did not at gll intend to
mmplement

But apparent'y there was some kind
of bureaucratic shp, and the Income
Tax Department took the Government’s
announcement rather seriously hi 4
you will remember, Sir, there were
a large series of raids carried on
throughout this country, and from
what one reads and hears, a substan-
tial amount of the black money rami-
fications m the economy of this coun-
try became known to the Income Tax
Department, and comprehensive docu-
mentation as to how this parallel
economy was working betame avall-
ab'e to the Income Tax Department
It looks from what happened since,
that some of the fish who were caught
were rather good friends of this Gov-
ernment otherwise one cannot explain
how having caught all these people,
Government suddenly turned around
and came forward with this disclosure
scheme to bail them out

Sir whatever way achieved m
those raids—and 1 would hke to com-
phiment the Income Tax Department
for the work they did—has been neu-
traised in this scheme If you want
to deduce the intimate relationship
that obviously exists between  this
Government and those who operate
the black money economy just have
a look at the Bill You will find in
the sections of the Bull 1tself the con-
firmation of what I am saying because
while 1t 18 not open for a perion from
whom return has been called for under
Section 139 or 148 to take advantage
bf the voluniary disclosure scheme, it
ts provided in Section 14 of the Bill
that where a geizure hag already been
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made, that seizure will not be taken
ito account either for payment of
interest or for payment of penalty
Can there be a worse indictment of
this Government?®

Under the avowed policy of routing
black modney you raid and seize all
the documents, seize goods and money.
And then you turn around and say:
1f you discloge voluntarily what we
already know, you do not need to pay
interest, you do not need to pay
penalty This 1s obviously a partner~
ship, this cannot be anything but a
partnership between the government
and black money

The functioning of black money had
been found out by the Income-tax
department Government moves this
House by law, finst 1t moved the
President and now it moves this
House please bail out my partner
crook who keeps on working the b'ack
markct all the taime

Look at another faclor It will show
you the intimate relationship between
government and black money econo-
my There were two ordinances The
first ordinance came out 1n which the
c100ks were offered the opportunity of
paymng far less tax than what millions
of honest tax payers mn this country
have been paying all these years You
are well gware that a couple of years
ago the rates of income-tax went as
high as 97 per cent The highest rate
under the disclosure scheme 1s 60 per
cent Having done all this in the first
ordinance, and having exempted them
from gall kinds pendl laws that were
passed by this House, what happens?
Obviously the partners of the govern-
ment from the black money economy
must have gone to them and said:
what you have done 18 not enough, we
want more And the result was the
second ordinance in which the Gov-
ernment gave them all The Govern-
ment said you have to furnmh secu~
rity It says to the Commussioner
npw you ghall have discretion to
take any kind of gsecunty you like.
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Then they said that gold should not
be taken into account under the gold
control order. Then they gave a few
other concessions. Goverment speaks
of economic regencration. This gcheme
is nothing but an example of the de-
generation ol this Government,

MR. SPEAKER: Resolutions moved:

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

“Thig House disapproves of the
Voluntary Disclosure of Incoma and
Wealth (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-
JEE): I beg to move:

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

The President promulgated the
Voluntary Disclosure of Income and
Wealth Ordinance, 1975 on the 8th
October, 1975 {0 provide for voluntary
disclosure of concealed income and
wealth. Another Ordinance, namely,
the Voluntary Disclosure of Income
and Wealth (Amendment) Ordinance,
1975 was promulgated by the Presi-
dent on the 2%th November, 1975 to
make certain amendments to the
Ordinance of 8th October, 1975, This
Bill seeks to replace the Voluntary
Disclosure of Income and Wealth
Ordinance, 1975 as amended by the
gecond Ordinance of 28th November,
1975,

The circumstances which necessita-
ted immediate Jegislation 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
maiter and shall content myself by
brietly indicating the background in
which the Government decideq to
introduce the voluntary disclosure

su}heme and the salient features there-
of.

Hon. Members are, no doubt, aware
of the vigorous yction taken 1n recent
n‘zonths against tux evaders by increa-
Sing the tempo of searches and inten.
sifying  survey operations through
special survey squads for detection of
investment 1y luxury housmg. The
Taxation Laws (Amendment) Act,
}975 recently ¢nucted by Parhament
mter alia provided more stringem
punishment for tax offences, These
fafcton:, coupled with the gengse of
discipline and social consclousness
following in the wake of declaration
of emergency, created a climate con-
c_:]u('xve for voluntary disciosures ol
income und wealth by erring tax.
payers, The Government, therefore,
decided to introduce a scheme [}
Volur:ntary disclosure with a view ¢
providing one last chance to such
persons to come to the path of racti-
tude ang civic responsibility,

The scheme of volunlary disclosures
was in force from 8tih October, 1975
to 31st December, 1975. The scheme
growded for three types of declara-
tions, namely, voluntary dcelaration
qf income in ordinary cuses; declara.
tion of income Ly persons  whose
books of account or other documents
or valuable assets had beep seized as a
result of search by the Income-tax
Department; and voluntary declaratioyn
of wealth. The voluntarily disclosed
income in the first category is treated
as a scparate block, irrespective of
the number of years over which it had
been. earned, ang charged to tax at
spec.::a] rates. In the case of comw
panies, the voluntarily gdisclosed in-
come is chargeable to tax at the rate
of 60 per cent. In the case of other
categories of taxpayers, the fivet
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Rs, 25,000 of the voluntarily disclosed
income ic chargeable tp tax at the
rate of 25 per cent; the income in the
slab of Rs. 25,001 to Rs. 50,000 at the
rate of 40 per cent; and the balance
at the rate of 60 per cent. In addition
to the amount of income-taxy the
declarant is required to invest 5 per
cent, of the disclosed income in
notified Government secunties, pro-
ceeds of which will be utilised by the
Government for projects of high
social priority, like slum clearance
and housing for low income groups.

Declarants have been provideg im-
munity from penaliy and prosecution
under the direct taxes enactments in
relation to the voluntarily disclosed
income, Where the income so declared
is held in the form of gold or article
and ornaments made of gold, immunity
has also been provided from confisca-
tion, penalty or prosecution under the
Gold (Control) Act, 1968 and the
Customs Act, 1962 Further, the
declarantg have been exempted from

wealth-tax in respect of assets repre-

sented by the disclosed income up to
and including the assessment year
1975-76.

The scheme of vo'untary disclosure
hay a restricted operation in the case
of persons whose hooks of account,
other documents, money, bullion,
jewellery etc. have been seized ag a
result of search by the Income-tax
Department, These persons are not
entitled to the henefit of the special
rates of income-tax in respect of the
income of the year in which the search
is made or any earlier year. ‘The
income in respect of these years
declared under the scheme will be
“harged 10 tax at the normal rateg of
income-tax applicable to the taxable
income of the declarant for the rele-
vant years. The income so declared
wifl, Hozevg, not be faken into
secouht r the purposes of levying any
pesialty or c!lirging interest under the
Income-tax Act or for the purposes
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of ptosecution under that Act. While
the assets represented by the con~
cea'ed income will be chargeable to
wealth-tax in the relevant years, the
value of these assets will not be taken
into account for the purpose of imposi-
tion of penalty or prosecution for
defaults under the Wealth-tax Act.

The scheme algp provides for decla~
ration of net wealth, including decla-
ration of assets which 3 person has
either failed to disclose or assets
which have been understated in value
in the return of net wealth filed by the
declarant. The declarant is required to
pay wealth-tax in respect of the net
wealth or, as the case may be, the
value of the assety so declared at the
normal rates applicable to his net
wcalth for the relevant assessment
year. In adidtion, the declarant has
to invest 2% pep cent. If the dis-
closed wealth in notified Government
securities Where the disclosure of
wealth relates {o more than one assess-
ment year, the investment in notified
securities is to be made with reference
to the amount declared for last of
these assessment years, The net
wealth or, as the case may be, the
value of the assets so declared will
not be taken into account for the
purpose of any penalty or prosecution
under the Wealh-tax Act.

As the Hon’ble Members are aware,
the scheme of voluntary disclosure
hag proved highly successful. Accord-
ing to the latest available information,
it appears that 2,42,400 persons made
declarations of income amounting to
Rs. 741.24 crores in the aggregate, The
income-tax payable on the discloséd
income works out to Rs. 241.14 crores,
of which a sum of Rs. 151.58 crores
hag already been paid, The remaining
amount will be paid, according to the
scheme, partly by the end of Marh
this year and the ining by the
end of March, 1977.\ A total number
of 13,382 declarations havé been
il rempett of céncealed’ wealth, 'fhe
aggregate amount covered by these
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deciarations comes to Rs, 812,11 crores,
Tﬁe wealth-tax in reapect of the dis-
closéd wealth works out to Rs. 6.91
crorés, 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 ccheme of
voluniary disclosure, Before conclud-
ing, T would like to categorically state
that Government's decision to intro-
duce this scheme should not be mis-
taken as a weakening of our deter~
mination to fight tax evasion and other
economic offences. I would jike 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 incidenta)] thereto, be
taken into consideration.”

Mr, Sequcira 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, 1876.”
6).

MR, SPEAKER: Shri Halder,

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

The much advertised voluntary
disclosures are not voluntary. They
are arising outl of ihe raids conducted
by the income-tax department in vari.
oug parts of the country. If the gov-
ernmeni publish the Iisy of the houses
they have raided during the last
couple of months ang the names of the
persong who have disclosed their in-
come under the scheme, thig fact can
be proved. It shoulqd also be noted
thay the scheme wag prepared after
the conduct of raidy on richer per-
s0ns  Some gensational glories were
published abouy the raids, but not a
singls 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, Thig Bill, therefore, is a devise
to save the persong whose ill-gotten
wealth  was  detecteq by the ILT.
officials,

The voluntary disclosure is only a
part of the black money accumulated
by the rich people. It is a permit
given {0 them to continue holding
black money and wealth. The gov-
ermmment, instead of publishing the
names of the black money-holders ig
now permitting them to hold the
money and this is being considered
ag their return to the path of civic
responsibility in future. The surren-
der, therefore, t5 black money opera-
tors will only perpetuate the pheno-
menon of black money in Indian
ecanomy.

The Wanchoo Committee wag ap-
pointed by the government and some
recommendationg were made to plug
the loopholes of tax-evaders but these
were not implemented by the goverrw
ment. In the early Affties, Prof.
Kaldor estimated that tax evasion petrr
annum was Rs 200 crores. The
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Wanchoo Committee estimated the
evasion to be Rs 1400 crores per year,

What 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 treateq ag hono-
ured guests? The reason ig that they
are donating to the Congress Party.
So long ag they continue to donate,
they are saved (Interruptions).

SHRI BHAGWAT JHA 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, theirr houses were searched
‘When they re-start paying to the
coffers of the Congress Party, their
cases are settled

SHR1 VAYALAR RAVI (Chiray-
inkil): The hon. Member made a
charge against my Party saying that
these black-money holders pay money
to my Party We want 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.
Members not to make very wild,
general and un-substantiated gllega-
tions. They should refrain from do-
ing thig anq if they want to make any
specific allegation, they ghould inform
me beforehand Please follow the
rules.

SHR1 KRISHNA CHANDRA HAL-
DER: First of all, the Government
should publish their names. Kindly
appoint a Parliamentary Committee
to go into the matter and then we
Wwill be able to know that these
black-money owners were paying re-
galarly to the cofferg of the Congress
Party. (Interruptions).

JANUARY 19, 1976

Stif, Resl. Dis. of 184
Vol, Diec. of Inc. &
Wealth Ords, & Bill

This has become the modus-ope.
randi 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 some of them are
honoured by giving them ‘Padma-
Shree’ and ‘Padma-Vibhushan’.

The phenomenon of concealeq in-
come i 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 what the Government would be
getting by way of taxes. The dis-
close@ amount will algp 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, we
adjourn for lunch to meet again at
2 o’clock.

13.00 hrs,

The Lok Sabha adjourned for
Lunch till Fourteen of the Clock

The Lok Sabhg re-assembled ot
Three Mwmutes past Fourteen of the
Clock

[Mr, DEPUTY-SPEAKER 1 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, Hal-
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. J? gomebody has stolen or
embezzled money and got free froin
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the clutches of the police and now
comesg forward to disclose his income,
he would be free, after sharing his
booty with the Government. If some-
body misappropriates the fundg 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 gagainst him.

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

“Any person who has made a
declaration under gub-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 B1l] regularises the income
of such person; and gives them full
protection under the law. This dee-
laration will not be admissible in evi-
dence against the declarant. Section
11 of the Bill gives this guarantee for
the plackmoney holders. Section 12
further ensure, secrecy of the decla-
ration. Concessiong are given in Sec-
tion 13 in the matier of payment of
wealth-tax,

After so much concession is given,
how much wealth has been 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 cvaded 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. i 4
thiy figure were to be pelieved, the
yield of Rs. 1,450 crores represents
less than 10 per cent.”
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Blitz again -ays:

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

Blitz has given a further glaring ex-
ample of bonus to dishonesty:

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

Thus, you could nol mop up even
ten per cent of the black money.
Most of the disclosed moncy becomes
the property of the tax-evaders, They
are further free to keep their black
money wlile the Government is busy
tomioming the voluntary isclosure
ag an act of patriotism by the tax-
evaders.

Section 16 of the Bill giveg immu-
nity from penally prosecution ete.
under cerlain Acts and allows the
culprits to get virtual State patronage
for their past misdeeds,

The Bill bas, therefore, given a new
slogan for the black monecy holders
«ACCUMULATE BLACK MONEY—
PAY DONATION TO CONGRESS
PARTY-—MAKE VOLUNTARY DIS-
CLOSURE OF PART OF BLACK
MONEY—GET PROTECTION AGA-
INST ALL PROSECUTION".

So, 1 oppose the Bill and support the
Resolution moved by Shri Chandrap-
pan.

SHRI N. K. P. SALVE (Betul): Mr.
Deputy-Speaker, Sir, with rapt atten-
tion I have listened to the profound
views by three members of the oppo-
sition. Shri Haldar chose to -impute
motives of dishonesty and patronage
1o a certain section of the tax-evaderg
by the people in the Government
which, 1 submit, is not only absurd
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but also stupid. Such sort of wild
snd irresponsible allegationg do not in
any manner add to hig case nor do
they enhance his stature. I think we
have reached a stage when we should
be less irresponsible in making wild
allegations.

So far ag hon, Shri Sequeira and
Shri Chandrappap are concerned, this
measure is extremely immoral and
very highly derogatory of the moral
values by which all fiscal legislation
must abide. Shri Chandrappan said
that as a result of this measure, vir-
tually the Finance Minister was
worshipping at the feet of the tax
evaders In g matter like this it 1s
very easy to moralise angd it is easier
to pontificate, but when you are em-
barking on a fiscal legislative measure
of thig nature, which I do submit is
not going to be politically very popu-
lar in the House, it does take a lot
more imagination, much greater cour-
age and keeping in view of the
national interests 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 imphes the mneces-
sity of giving some gort of relief to
those who have not been honest with
their tax payment, there is no dispute
about that Everv 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 Utterly
correct. But we have to weigh this
against the galvanizing effect on the
economy when Rs. 1,550 crores are
legitimised anq Rs. 250 crores extra
are collected. In fiscal legislation we
should not be guideqd by doctrinaire
conceptualisms, by any “isms” Those
fiscal laws are the best which yield
the best results. And if the results
tre the criterion, then I submit that
thly scheme has been a grand success,
and the Finance Ministry deserves
our full congratulations,
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Thig attitudé ‘of ériticism  partly
‘emanates, oyt of & failure to under-
atand the res] problem which was
sought to be grappled with and 4o
appreciate the varioug provisions of
this legislative measure and also part-
ly because the whole attitude is a
little negative and obscurantist.

Shri Sequeira lamented that the
honest men were put at a discount
and dishonest men at 3 premium, but
what has he suggested to rationalise
and gtreamline legislation for helping
the honest men? What has any Mem-
ber guggested to the Finance Minister
in this respect for the future, so that
more and more people are not driven
to the path of tax evasion but keep
to the narrow and gtraight path?

SHRI ERASMO DE SEQUEIRA
{Marmagoa)* He hag not been listen-
ng.

SHRI N K P SALVE: I wish
Membersg do take the criticism which
I am levelling now mn the gpirit in
which 1t ought to be taken and give
some thought to it instead of making
any flippant remarks about 1it.

Hon. Member Shr: Chandrappan is
not here He quoted certain figures
from the Wanchoo Commssion’s Re-
port without understanding them very
thoroughly The conceplion of black
money itself 1s diverse ;n the minds
of different people. Some people
seem to consider that black money is
a different t{ype of currency which is
in circulation paralle] with the Re-
serve Bank’s curreney. In fact, black
money is a pedesirian name which has
been given to what 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 iy paying due taxes. There-
fore, when the problem of black
money is sought to be tackled, what
is sought to be tackled is, in fact, the
problem of tax evasion. He referved
to certain figureg from the Wanchoo
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Commission's Report. The Wanchoo
Cpmmissiorx in its Report, stated that,
according to a certain method of cal-
culation that they had followed, to
which I shall advert presently, in the
assessment year 1968-69 tax evasion
had been committed on an income of
Rs. 1,400 crores. According to their
«estimate, if approximately 1/3 of the
amount 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
‘there iy a black money of Rs 4.000
crores and Yyou have unearthed
Rs. 1,500 crores as a pittance money
Now, what exactly is the tax evasion
in each year is like counting of stars
in the skv. It might be easier for
Mr. Mukherjee to count the gtars in
the skv than to come with any degree
of certainty as to what exactly is the
tax evasion in a particular year, In
fact, the method followed by the
Wanchoo Committee itself ig that they
have themselveg criticised it. They
took the national income and the
assessed income ang said that the
difference petween the two represents
the evaded income. That is an ex-
tremelv improper method of calcula-
tion and it has ity limitations, How-
ever, that was also the method by
Nicrolag Kalder, which they themselves
followed.

The real problem is that the ap-
proach in the whole matter is not
sufficiently scientificc. 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
out what is likely to be the tax eva-
sion with some degree of precision in
the matter.

Never mind what are the estimates
and how far they may vary. One
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must understand them. One may not
take the Wanchoo Committee’s figures
as the Gospe] truth; that would dis-
tart the same and make all sortg of
surmises,

The Wanchoo Committee itself has
enumcrated eight causes of tax eva~
sion and the first cause enumerated
wag the high rates of taxation under
the direct tax laws; the second cause
wag the economy of shortages and
consequent controls and licences; the
third cause wag the donations to poli-
tical parties; the fourth cause was the
corrupt business practices; the fitth
cause wag the ceilings on, and disal-
lowances of, business expenseés; the
sixth cause was the high rates of
sales-tax and other levies; the seventh
cause was the ineffoctive enforcement
of tax lawg and the eighth cause was
the deterioralion in moral standards.

To implement the recommendations
of the Wanchog Committee, the Gov-
ernment did its hest to bring a legis~
lation. and they introduced the Taxa-
tion Laws (Amendment) Bill in 1973,
For nearly three years, the Select
Committee deliberated over that Billk,
and those recommendatiun§ were ac-
ceptable to the Committee and
were brought before the House. A:tter
the Report of the Select Cor-n'mm;ge
was submitted, a comprehenswe.bﬂl
was passed. In that ‘Blll._ very siring-
ent measures are provided for tax
cvaders; provisions of penalty and
e been provided, For
. person who is indulging in tax
:vapsion of hundreds and thousands or
more, now the penalty s?ught to be
provided is seven years rigorous im-

prisonment with a minimum rigorous

imprisonment of gix months’ time.

eafter, the Government has
be:‘: etraking a series of .mguu:es. In
fact, it is not possible, while you are
dealing with the problem of taxation,
because you are dealing v.vith a very
tricky matter. It is not a joke, if you
want people 1o Ppay their taxes

prosecution hav
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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
may get away, but the tax evader
there 15 put behind the bars Whatever
may be the deflciencv in the system
of working of that 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
Yars straightway.

There the federal grand jury inves-
tigated into the tax fraud of about
pne thousand people including the
multi-nationals This 15 a very difficult
ang ticklish problem It is very easy
to moralise that you are indulging in
1] sorts of gimmicks and giving all
jorts of concession to people who have
not been straight and honest with you;
but if you aie put with the problem
of getting people io pay more and
more taxes, then there 1s a problem
of how to legitimise more and more
money, bring it in the official channel
from the unofficial channel, I would
submit that till today, no measure has
been as succcasful as the
measure of voluntary disclosure,
and to criticise the Government in
this measure i3 an act, which is very
unfair I would not hke to call it
anti-social. I will go a step further.
If my learned friends were to appre-
ciate that it is very easy, I shall sub-
mit to pontificate that it is easy to
make lectureg and rebuke somebody
that you have done this thing or that
thing or why have you done this thing
)r that thing. You should suggest the
way how you are going to legitimise
Rs. 1,500 crores. Searches and seizures
have been carried out relentleasly.
You tske my word, You can carry
out searches and seizures for the rest
of your life but the tax evasion will
g0 on, as it is, unless you can so make
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laws that the people of iheir own
volition come out and make more and
more payment of taxes. These sorts
of measures, stringent measures, are
always double-edged weapons. The
more siringent laws you make, the
more ingenuity you find in the process
of tax evasion and more difficult it
becomes for the Government to detect
the tax-evasion.

What has happened to a large num=-
ber of scarches and seizures which
have taken place for years and years?
When we were taking evidence before
the Joint Committee, we exammed the
Director of Investigation and we found
to our amazement that for threc or
four years, the documents were lying
with him seized and he was not able
to asscss what income was concealed.
Do you want this cort of process to
go on ad wfuutum and ad auseum?® ft
is easy to catch hold of people, it is
easy to scize documents. But it 1s very
difficuly to pm down that this is the
total concealed income, It is very
difficult to penalise a person ard send
him to jail

They have been doing all that, I ask
them: How many people they have
sent 1o jail despite their best efforts?
Hlow many pecople have been
penalised® So many raids and searches
have taken place. I want to know
how may assessmets they have been
ab'e to finalise. If they have not been
able to do it, what 13 the use of say=
ing, “You are coming out with &
measure which puts dishonest people
at a premium.” With this measure,
the Minister hac been able to collect
more and more taxes. So, this is the
best fiscal measure, This is the erite-
rion.

Let us consider the salient features
of the Voluntary Disclosure Scheme.
Mr. Sequeira made certain comments
which made me feel that there appears
to be certain misapprehension about
what is contained in the Voluniary
Dislosure Scheme, There iz no such
provision which entitles a person to
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make a disclosyre in different rames.
There is a complete misconception in
his mind if he were to think that a
person could go to the Commissioner
and disclose it in his name, in his
wife’s name or in someone else’s
name. Only a person who is liable
to be assessed under the Income-tax
Act can be a declarant. If you
have disclosed income in
anybody’s name, that disclosure will
be null and void plus the Department
will have the information to proceed
againat it.

If you see ithe 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 mow deahng
with the point made by Mr. Sequeira.
There 1s the normal rate of taxation to
such people. The only immunity is
from penalty and prosecution. Does
he know that in the amending Act
which we passed in 1975, Section 273A.
vests the same power with the Com-
missioner to waive the entire penalty.
If the penalty is waived and reduced,
the prosecution is also waived and
reduced,

SHRI ERASMO DE SEQUEIRA:
That ig 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 that Parliament
has failed us, if it is given a statutory
recognition, according to me, is im-
moral. What are we talking about?

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

SHRI N. K. P. SALVE: I disagree
i not know the

ith him. He does
m%@m% bety the two. There is
a slip between cup and the lip.
2051 LS--T
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The seizure of documentisis one thing
and the assessment is something
different. He seems to feel that once
the documents are seized, once the
properties are seized, that is the
end of the matter ang the
people will be condemned and gent to
jail. That does not happen. The
entire law, the case Jaw is there. I
do not know what the courts are
going to do. I do not know how that
is going to impede the work. It is not
such an easy thing. It iz a terrible
thing; it is a very tricky business. It
is easily said but it is diffieult to
understand 2l] these things.

SHR] ERASMO DE SEQUEIRA: He
knows better,

Shr1 N. K. P. SALVE: If he admits,
then he must accept it I do not say
that everything has been done; that
this is the end of the matter, Much
more needs to be done. I wish he were
a little more positive in his approach.
Have something done for the peoble
so that 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 fact many people are
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 angd improper. The Wanchoo Com-~
mittee has itself recommended several
things. Many of them have been
accepled; many of them have not
been accepted. Therclore, I submit to
the Fimnance Minister to ignore what
the Hon'ble Members had to say by way
of a negative approach and g negative
criticism. But I wish lo suggest g 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, we
need to rationalise our tax laws com-~
pletely, In that connection, I wish to
make a few suggestions siraightway
to the Finance Minister.

The first and foremost thing is that,
for a sidentific re-orientation, we



would want a resesrch cell and a
proper and & full 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 hag become a fine
art and a scicnce in the western world.
The whole theory of increasing taxes
to augment the revenuea has been
despatched to the limb of an exploded
myth. Today, the latest theory is to
raise tax to g point where you collect
thre mraximun tax, beyond thayr poind,
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 g scientific approach and attitude
unless you have gufficient data, infor-
mation, and material. In that respect,
our Department ig hopelessly deficient.

Secondly, T submit that we need to
rationalise tax on personal incomes. So
far ag 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 40 per cent,
So, the monopoly houses gnd 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 87.75 per
cent. In fact, the Wanchoo Commitiee
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 ag 4,300 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 fo earn honestly
Rs. 1,000. We will not be surprised
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that placed in such a wituation, it
would be difficult for a person to
resist the temptation to gvade
taxes.”

I am not subseribing to thiz view
without reservation and qualification,
I submit that we have to use our direct
taxes us an instrument to eradicate
disparitieg 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
submut that this can be done only if
more and more taxeg are collected 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 the
maximum colleclion gnd alsy permit
the optimum saving. You will have
lo have a very scientific approach
where you allow the optimum saving
and 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 tp save moneys which
the Government must statutorily
harness into productive channels—Ior
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 onl+ those people will
be given relief who will be diverting
their savings into productive channels
ang 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-
ferreq to by the Wanchoo Committee
also as the ceiling on disallowances of
business expenses. Certain legitimate,
Benuing business expenses are sought
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10 be disallowed statutorily. Nothing
is more jrrational than that. I can-
not understand that at all. Parliament
enacted it to prevent abuse of enter-
tainment expenses. All over the
world, business people have to in-
dulge in entertainment expenses. In
our country, the monopoly houseg 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 ‘hat en-
tertainment expenses shoulg be dis-
allowed. As a result of that, what
has this Department done? Recently,
1 had an opportunity to see a cCase
where an assessee made a profit of
Rs. 1 crore, and the amount of Rs. 2 000
and odd which he had spent on serving
tea, coca cola and things like that by
way of extending the ordinary courte-
sies to the people who came to his
office wag disallowed. If it wag allow-
ed by the Appellate Commissioner, the
Department would fight it in the Tri-
bunal or the High Court or the Sup-
reme Court. What sort of attitude is
this? Ig it fair that you would not
allow Rs. 2,500 to be spent on serving
tea, etc.? Are they human Robots or
are thev human beings doing business?
You have to be reasonable By no
means, allow lavish entertainment in
B-star hotels: do not allow alcoholic
drinks. Hot, certamnly, 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 husiness-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,
Y can say there was a time when all
the opposition Members were agree-
able and they had said, “Unanimously
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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 the
Opposition Membersg 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 their hand on their
heart and say that it would not be
healthy to the political growth of the
country that politica] donationg are
allowed insteag 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 donationg to
political partics 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
thaf, T maké no mistake. But there
are certain basic irrationalities about
their taxation We, Members of Par-
Jiament. are allowed certain expenses,
we receive a salary of Rs. 8,000 a year
anq 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 artistre are concern-
ed.. .

SHRI S M. BANERJEE (Kanpur):
Are you g8tting Rs. 6,000 or Rs. 10,000?

SHRI N. K. P. SALVE: I hope, Mr.
Banerjee will put that question to the
Tinance 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 that expenditure,
None of us can maintain a record.
The film artistes live in a very strange
sort of world; they live under the
glare of arc-light and glamour and
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they have to incur a certain expendi-
ture to maintain themselveg and to
praject 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: Why not 30
per cent?

SHRI N. K. P. SALVE: Let us be
realistic. It 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, what will
happen is, he will continue with the
expenses and will never show them
in the books of account, he wil] never
show them officially, do whatever you
may like. Therefore, either tolerate
that sort of affair or properly rationa-
lise the matter, so that, if some one
gets Rs. 10 lakhs, he gets a deduction
of Rs. 2 lakhs. In fact, he wouly have
a vesteg interest in showing larger
gross receipts because the larger the
gross receipts the larger would be the
exemption,

SHRI K. GOPAL
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 per cent be-
cause I can maintain my records, I
get from Rs. 7,000—8000 deduction for
my constituency expenses, but you get
only Rs 1200. But if you can main-
tain accounts properly, you will get
much moi deduction. But you do
not have this king of any such expen-
ges, 30 you do not gel anything

(Karur); Why

BHRI ERASMO DE SEQUEIRA:
This is a very vash statement. -
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SHRI SOMNATH CHATTERJER
(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 for
reasons not mentioned anywhere, have
flouted one of the very important re-
commendations, a unanimous recoms=
mendation of the Select Committee
that investments in the Trust if made
out of the corpus must not disqualify
the Trusf from exemption of income,
All sorts of manipulations were done
by the Trusts so far as incomes are
concerned. Birla & Co. floated many
public trusts and insteag 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
started at home Therefore, what was
required to be curbed was that so far
as the ncome 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. It
must be utilised in that month itself
for the purposes of the Trust. But,
so far as the corpus is concerned, if a
person hag got some shares, suppose,
if 1 have got some five shares and if
I want to put it in a public trust, why
do you want 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 donatigh of the shares, whatever in-
come accrues, that will not be entitl-
ed 10 exemption. Is there any ration-
ale in it? You are wanting evenues
for more and more investment because
without more and more investment,
we will not be able to bring about a
proper growth. I submit the Minister
will look into this.

Before 1 conclude, whatever he has
achieved, we cannot minimise the im-
portappe of the conditions created by
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Emergeticy. It is the Emergency
which hag ushered in an absolutely
riew era, a golden era where people
are more responsible and more respon-
sive and if it was not for that, he
woulq not have been able to achieve
the success. I ardently hope that
whatever are the gaing of Emergency,
we will be able to consolidate and
benefit out of it in the days to come
so that the vulnerable sections, the
weaker sections, the under-privileged
sections do get the best which they
have been denied all these years.

SHRI SEZHIYAN (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
wealth, to pay taxes thereon on
reasonable termg and return to the
path of civil responsibility in
future.”

When so many wonders are claimed
to have been done in the name of
Emergency, when the workers and the
common people have been asked in a
stern way to come to the path of res-
ponsibility and discipline, why not
under the same emergency bring the
same responsibility to the tax-dodgers,
the black-marketeers 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 that large transactions of
pugrees in respect of fashionable flats
it Bombay were discovered and that
negotiations were carried on by well-
known persons. It iz also noted that
2 Chalrman of the Boarq of Direct
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Taxes had been to Bombay personally
in the first week of October. I do not
know what studies he inade, what
negotiations he conducted or what re-
presentations he received. But, in the
end, we were presented with an ordi-
nance followed by an amendment,

I 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. Apart from these
attempts, Section 271(4A) permits
voluntary disclosure scheme as a
normal feature.

The Wanchoo Committee which has
becen quoted here by many hon.
Members was very categorical in its
opposition to the idea of infroduction
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 puyer.' Unless there is
an abnormal situation 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 &
Review on the Income.tx Depart-
ment for the past one decade and
made it clear:

“If the vigour with which searcheg
and raids are being presently con-
ducted and the amount of black
money unearthed is any indication,
1t appears that if the normal duties
of the department had been pro-
perty ang efficiently performed
there should have been a greater
compliance by the tax-payeras and
higher realisation of receipts in
proper time.”

The same review put on record:

“Unfortunately, the Income-tax
Department appears fo be manag-
ing its affairs by what might be
dubbed the principle of Management
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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
meanagement by crisis,

Regarding the amount of wealth
and income reported to have been
brought out by the present scheme,
figures have been given irom time fo
time. On 25th December, 1975 the
figure of voluntary disclosures given
by the Chairman of the Board was
Rs 150 crorves. On 28th December,
1975, the figure was reported to have
crossed 300 crores. About two days
later, on the 30th December, 1875 it
was disclosed that the amount had
exceeded Rs, 600 crores. On  3lst
December, 1975, it was reported that
the scheme had resulied in over 1100
crores On 2nd January, 1976 when
the Minister went on ihe air, he gave
the break-up of Rs, 750 croreg mncome
and Rs 700 crores worth of assets as
disclosed by the scheme, He also gave
the resultant estimated tax figure of
Rs 250 crores with Rs 40 crores to be
put in approved investment Thus
within a short period about Rs. 1500
crores have come out.

1 admit that this figure is very
jmpressive 1f a sum of Rs. 1500
croves was to flow suddenly into the
economy of a country, will it be able
to tolerate 1t? It will be a venitable
avalanche, it will be a surge of the
gea into the lond; it would be a cloud
outburst on the area, What has
happened? If this amount of _Rs: 1500
crores has been e;x:\iecttidth th}::om;

eriod of two weeks inf e ac
1;:! the couniry, the Reserve Bank
should have withdrawn an etiual
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amount from the circulation, otherwise
the economy would have collapsed;
there would have bheen steep inflation.
Thege two things have not happened.
The Reserve Bank has not withdrawn
the amount and the inflation has not
been felt. My plea 18, that we ghould
be given actual 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 1eal wealth un-
earthed 1s only Rs. 6 lakhs., That is
repetitive counting. For tax purposes,
it 1s correct. nol otherwize. 1 would,
therefore, like to know how much re-
amendable to some portions of taxation
crores

The previous voluntary disclosure
schemeg 'were put in opertion under
the taxation laws, but now we have
got a Bill comprehensive in itself It
does not relv on anv other taxation
laws. Eailier 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 smount can be spread
over Ag 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 ghould have a detailed break up
of the figures for the three slabs,
namely incomes disclosed not exceed-
ing Re. 25,000, exceeding Rs. 25,000 but
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not exceeding Rs. 50,000 and exceed-
ing Rs. 50,000,

It is certain that moct of the dis-
closureg 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 with Rs. 750
crores, it would have been at least 50
Pper cent more,

It is certain that most of the disclo-
sures are in the first slab. Many of the
disclosures should have been made
under Benami names,

I would like to quote from 2.29, page
12 from the Wanchoo Committee Re-
port., 1 am sure Mr, Salve would
have read—

“Disclosures made in the names
of minors, ladies ang 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.”

Therefore, whenever the large amount
is being distributed over a number of
years andg through a number of per-
sons—Benamidans are bound to come
up—it is very difficult for the Depart-
‘ment to go into that.

It has further been mentioned in the
‘Wanchoo Committee Report—

“We were further informed by
the Central Board of Direct Taxes
that there were geveral instances of
the same set of persong taking
advantage of all the three disclosure
schemes.”,

I would like 160 know from the Minister
how many 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
crores (Mr. Salve was also very
enthusiastic) being avilable for capital
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formation ang investment for indus-
trial growth. I would like to know
what is the amount that hag been put
into economy and how much tax has
been collected and put in public ex-
chequer upto 31st December. It is
well known that the black money has
not been kept in cash wlone. It has
been converted into properiy, gold,
ijewellery. What is the amount that
has been hrought into operation in
economy? Rs. 1,500 crores is not the
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 nol get money to flow into the
national cconomy. Flease let me know
how much is the money in cash,

This has becn pointed out by the
members who spoke earlier too, and
I want to siress that the present sche-
me 1s 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 nur surcharge
nor the interest for the late payment.
Over and ubove, thesc “beneflits” ap-
propriated by himself in an jllegal way,
the Governmeni{ now in a legal way
allows him some moi¢ “benefits” in the
form of a low rate of tax. In 1974-75,
the rate tor the highest slab was reduc-
od. For insiance, an assessechaving an
income of Rs. 1 lakh had tu pay a tax
of Rs, 53.559, that includes surcharge.
1f he had waited for some more time
he would have had to pay only Rs.
46,250, This is so m 1973-74 and
1974-75 If you take the earlier years
when you have 96 per cent rate at
the fop slab, the difference could be
eveyn moere.

The present scheme only honours
the dishonest people, gives a premium
on dishoucsty and at the best or at
the worst, if you put it on the same
scale, 2#s normal person, I would
acccpt. But here if a person dodges
payment of tax he pays for Rs. 1 lakh,
Rs. 46,250 and if he is honest he would
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have pdid Re. §3,589. I fail to know
what the logic behind these thingy is,

I do not know why the payment of
tax under the voluntary disclosure
scheme could be made by instalments.
He has not disclosed for so many
years. Till 1975 he has evaded the
tax. Instead of treating hum as anii-
social, why is he being allowed to pay
this in instalments, I do not know.
Why should this leniency be shown?

Over and above all, instructions
have been issued regarding conversion
of search and seizureg into this dis-
closure scheme. Section 14 has been
put there. This 1s certainly a contra-
diction 1n terms Government has made
investigations and located the source,
it gets there and seizes the amount,
both mcome and wealth, and this
should be taken as certain seizure and
treated as such. But why that should
be treated as a voluntary disclosure,
1 fail to understand. It 1s beyond the
comprehension of anybody Of course,
to Mr Salve, who is an eminent tax
consultant in thig House, nothing can
be gained if you make any number of
of such scizures; for him this is a
perfect way to do tms, etc, What is
the logic, I fail to understand. 1Is
voluntary disclosure scheme going to
be a permanent feature in our statute
book? At no time you are compelhing
the man who refuseg t¢ pay. At no
time you take action against the tax
dodger, against anti-social elements
ang blackmarketeers who thrive on
miseries of people, who cause starva-
tion dealths in many homes. You are
not doing that Emergency is being
sought to impose ceriain discipline in
the minds of the people. Emergency
is meant for an abnormal situation.
This voluntary disclosure step should
have been an abnormal one, but by
making it like this, every 10 years or
15 years, you are only normalising
this. If we agree with Mr. Salve who
said that any amount of moraligation
will not do, then only tmmorality will
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gain ground, only dishonesty can have
a say, only the pervon who looty will
rule. What salvation persons like Mr.
Salve give to the country, I don't
know.

It has been reported in the Press
that the Finance Minister Mr. Subra-
maniam has written to the State Gov-
ernments not to proceed on sales tax
collections on the transactions involv-
€d in those disclosures. I want to know
the propriety and the constitutionality
of this instruction. Has the Finance
Munister got the right to say to the
State Government that they ghould
not collect the sales tax which is due
to them? Can he say, because of emer-
gency, I have got all the powers, I
can issue any amount of directions,
etc? I want to know the constitution-
ality and the propriety by which he
gets the powers to ask the State Gov-
ernments noi to collect the sales-tax
on the transactions involved in these
disclosures.

Sections 69, 69-A and 69-B are the
well-known gections in the Income~
tax Act and they allow the unearthed
income to be taved for that year only.
Whenever any amount is unearthed,
that amount has to be taken as an
income for that particular year and
this 13 not allowed to spread over for
S0 many years But, under the pre.
sent scheme of voluntary disclosures,
a declarant can spread it over a long
number of years avoiding the higher
slab of taxation. surcharge, advance
tax payment and interests. Suppose
the man hag now declared the income.
He was dodging the tax for about 10
or 15 years The inlerest that has been
saved by him on the tax avoided would
have given double the amount.

I want to know how they are going
to distinguish between wealth and
income, Under the present scheme,
suppose a person hag accumulated
weglth in gold jewellery, ete, and so
much of amount is found in him, He
glves a_declaration that this is his
income and this is his wealth. Wealth
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will attract only a sman percentage,
Whereas ah income will attract a hig-
her percentage of tax. Who will
investigete that? How are you
going to sort them? What is the method
that you have got or norm that you
are 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 that case everybody will go scot-
free in ihis blessed country which
has been put under emergency and
also because of these two ordinances.

In its attempt to cajole the dishonest,
the Government itself becomes dis-
honest. The blackmarketeer who held
the poor people to ransom and brought
misery and starvation tp 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 the tax-dodgers themselves, If
gold has been seized undey Income-
tax and Wealth Tax Acts, then the
declarant can get the benefit under the
present Bill. Supposc 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 or 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 t0 dishonest, fraudulent
practices and anti-socia] elements in
the country. The voluntary disclosure
scheme is only a victorious dishonesty
scheme.
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SHRI S. R. DAMANTI (Sholapur):
Mr. Deputy-Speaker, Sir, before I
touch some of the important points
made by my hon. friends from the
Opposition, as my firnsg duty, 1 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 undey the voluntary disclo-
sure scheme.

210

My friends who had taken a long
time only found fauli with the scheme,
I think that even eminent persons
like Shri Sezhiyan and Shri Chand-
rappan could not offer suggestions as
lo how this tax evasion could be
avoided in future. But they have not.
Sir, their policy is to criticise the
Government and from the very 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
they do noy 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 1 want
to Jav emphasis on the advantages
which this scheme has brought to the
couniry, Before I proceed on this
point, 1 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 forwargq ang declare
their unaccounted income Secondly,
the huge amount that jg utilised for
other purposes can be utilised for the
productive purposes,

As I have already said, T will indi-
cate the advantages of thig scheme. In
the previous two schemeg the response
was very poor and under this scheme
about 1,600 crores of wesalth have been
disclosed ang the Government will get
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Rs. 300 crores by way of taxes only
and another Rs, 50 crores as invest-
ment in Government securities. So,
within one year the gain of revenue
is to the extent of Rs. 350 crores.
According to my calculationg every
year revenue to the extent of Rs, 100
crores will increase on account of
these declarations of wealth. So, the
advantages are: (1) declared amounts
will now be put to productive use; (2)
it creates more wealth and a larger
revenue; (3) increase in wealth tax
collectinng in future years; (4) con~
taining inflation; (5) less litigations
and (6) more assessees added, recurr-
ing gain for revenue collection.

Sir, my friend has said that before
introducing this scheme some raids
were stopped in certain areas, I think
the stheme has been successful
because vigorous efforts were made
and there were continuous raids on
those persons where huge wealth was
suspected to be availlable. Therefore,
no leniency was shown. It is the
continuous effort that has brought this
huge disclosure of Rs. 1,600 crores. It
18 not a smal] thing. Sir, the reason as
to why the previous schemes were not
successiul and the reason as to why
this scheme has been successful is
because of the efforts on the part of
the Government and their cracking
down o\, the smugglers very severely
during the last year.

Secondly, the crack down on gmug-
glers, the check on hoarding, and
action azgamnst foreign exchange viola-
tions uand above all the internal
emergency had brought the above
result., If the Government had not
taken those steps, I think the results
would riot have been produced. Those
actions made many persons nervous
and so they came forward to disclose
their own income. Possibly if the
scheme had been extended by two or
three more days, the amount would
have reached the figure of Rs. 2,000
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croreg, But Government also had to
stick to certain announcements and
8o it was not thought desirable to
extend the time. 1 think the scheme
has been successful on account of the
measures taken by the Government in
unnerving those people who haq un-
accounted money and thic is going to
help the country in the long run, But
what should be the policy of the Gov-
ernment I feel that they should devote
attention to the constructive side and
see what the tax policy should be so
that in future the Government could
collect more revenue and gtop evasion,
In this connection I shall refer to
what some eminent economists had to
say. Nicholas Xaldor who studied
our problem submitted a report in
1956 and he says:

“From the point of view of econo-

mic effects of faxation, the major
consideration is to prevent a tax
system from becoming too much
disincentive on efforts, imtiative or
cnterprise, Taxes on income make
it less attractive to undertake work
or to risk capital in productive
enterprises.”

Taxation system shoulg leave some
inceniive to work; it should not be
so high that 1t becomeg a disincentive
for people taking risk. That is the
criteria which should be kept in mind
while thinking of the rates of taxation,
There should be some saving after
paying taxes so that it could be
ulilised for productive purposes and
creating more employment, and deve~
loping backward areas, To quote Prof.
Kaldor again,

“Assuming a comprehensive tax-
base, the marginal rate of income-
tax ought never to exceed, in my
view, something of the order of 40-
50 per cent foy income that is both

earned and saved, ..an annual tax

on wealth, conceived as a progres-

sive tax, ought not to exceed a top
marginal rate of 1-1 and 1.2 per
annum."”
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Suppose a person earns Rs. 2 lakhs,
after paying taxes he will pe left with
Rs, 30,000 or 40,000. In a developing
country like ours, some kind of deficit
financing is bound to be there and
it will lead to increase in prices. In
that context, how can we save money
and put it in productive enterprises
after paying tax ang still have suffi-
cient amount to meet day to day
expenses? There should be something
left for investment in productive pur-
poses.

Therefore, Sir, it ig but natural that
we try to save something for the
future. Bug here the people use their
intelligence to evade taxes. It will be
good if the rate of taxation is such
that it gives incentive io 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 hig Report of
1967 while recommending Exemption
limit to be raiseq t0 Rs, 7,500 stated
and I quote:

“An adjustinent for marginal
cases will be that the tax shall not
exveed forty per cent of the amount
by which the taxable income
exceeds Rs. 7,500.” unquote.

Thirdly, the Wanchoo Committee’s
Report of 1871 has expressed the view,
and I quote:

“Having considered the mattey in
all its aspecls we recommend that
the maximum marginal rate of
income-tax, including surcharge,
should be brought down from its
preseni level of 97.5 per ceng to

75 per cent. We recommend that

some reduction in tax rates be also
given at the middie and lower
levels, In ordey to create an im-
pact, the reduction in the rates of
taxation ghould be at one stroke.”
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Sir, for the last many years, we have
been witnessing more and more taxa-
tion. That shows that people will
have to pay more taxes. But ag the
Indian economists said, more and
more taxation would not help. My
last suggestion is thig that the Income-
tax Department should try to find out
new assessees. Instead of taxing the
same people every year and burden-
ing them with higher rates, the
Income-tax Department should try to
bring in more and more aasessees
under the tax net.

SHRI VASANT SATHE (Akola):
Sir, I rise to congratulate the Minister
for bringing this excellent measure. It
may have some lacunae but 1 do not
think that it is at present worthwhile
mentioning them, This is the #first
time that a measure like this has been
brought forward for plugging the
loopholes in the present Aci. This has
given a bounty which was not even
foreseen or imugined, According to
our past experience, we had collected
less than Rs. 80.0 crores under the
old voluntary disclosure. People
thought that under the present mea-
surc we  might at best, collect
Rs 4000 croras; but here is a bonus
given to you—as far as you are con-
cerned, bonug is not abolished—and
you have got Rs. 1500.0 crores. There-
fore, | congratulate the Minister. But
please go not suffer from complecency,
What you have got or the disclosure
that hag been made js like an ice-berg.
What you have zeen iz only a tip of
what is down below. My learned
friend, Tuxation Law expert, M.
Salve, has said that there are no
scientific estimates of what the black
money is in this country and no
scientific estimates are possible galso.
Therefore, we have only to rely on
scientific guestimates as quoted by the
Wanchoo Committee itself.

Mr. Salve wag Chairman of the
committee appointed to guggest ways
and meansg 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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even in 1966-67 was Rs. 1,400 crores.
With thege projections for the future,
the amount stood at Rs, 7,000 crrores.
Today it would be anywhere near
Rs. 20,000 crores. Ag pointed out by
the Wanchoo Committee, this amount
of Rs 20,000 crores is not lying hoard-
ed anywhere in the form of currency
etc. It has already been converted into
assets like skyscrappers, jewellery,
Vasant Vihar places etc. and also into
agricultural income. So, it ig suffi-
ciently diffused all over the country.
As I gaid, what has been discloseq is
only one-eighth of the total you will
have to find out ways gnd means to
unearth the balance,

Under section 16 you say that the
gold disclosed shall not be liable to
confiscation under the Gold Control
Act or the Customs Act and no penalty
will be imposed on the person making
the declaration. What are you going
to do with that gold? On that you will
Zet some tax, but that also you have
reduced by 50 per cent This is putting
a premium on default. Can't vou
think in terms of having some
sort of gold bonds?” Don't be
discuraged with your last experi-
ence of gold bonds. After all,
last time the voluntary disclosure
scheme alsp did not succced but this
time jt has succeeded. So, my sugges-
tion is, introduce gold bonds. Today
there is s0 much gold in the country
—pgold disclosed under the voluniary
disclosure scheme and gold available
otherwise also. The Reserve Bank
cannot use this gold for international
backing of our currency. Why not
allow the TReserve Bank to take
advantage of the gold available in
the country by issuing gold bonds?
Apart from the little gold which may
be held by small people as security for
some emergencies, what about the
gold with the multi-millionaires in the
form of jewellery and even primary
bold bars? Why can’t we make use of
that gold?

Another thing that I would like to
agk §s, what sbout the jewellery that
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you are having? I am told that one off
the princly houses has got jewellery
which runs into hundred of crores of
rupees. Therefore, in one house
alone, somebody has said that it runs
into Rs, 1,500 crores. You have a
national museum of this ancient
jewellery because its value iz tremen-
dous in foreign countries, Otherwise,
it is of no use.

Now, agricultural income. The agri-
cultura] income is being used ag the
base to defeat taxation and also to
defer that money. Therefore, exclude
small farmers, marginal farmers, 10-
acre-wallas and 15 acre-wallas but
those who have big land holdings and
those who have other business and
agricultural property, why can’y you
tax agricultural income?

How are you going to move further
to see that the undiscloseq income
lying in this country is put to the use
of the people.

I am personally of the view that
taxation 1s essentially a phenomena
of capitalist system, As long as you
think of taxation, you are thinking of
capitalist system and perpetuating a
capilalist economy. If you are
thinking of moving to socialist gystem
suitmg {o the Indian genius as well,
you will have to think 1n terms of not
having this system al all. In a
socialist system, there is no such thing
ag taxation. But as long as you are
having the capitalist system, rationa-
lise taxation, That requires courage.
Rationalisation means reduce the
upper limit of taxation. I would say
that the personal tax should be
reduced to 57 per cent from 77 per
cent today. You do that, does not
matter. Having done that, you say
that the maximum tax is on those who
are the defaulters. But you say that
the rate of tax would be 60 per cent
on voluntarily disclosed income, That
means, it iz going to be 60 per cent
for a defaulter and for an honest man
it 18 77 per cent, You can reduce it;
I will cofnpromise with you. ¥ou ean
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make the upper limit as 60 per cent
for all. The lower limit should ba
raised at least to Rs, 10,000. You can
make it as Rs. 12,000, but the mini-
mum must be Rs, 10,000. Having done
this, once you do have a rationalized
gystem, you should think in termg of
one-point taxation. To-day, there is
proliferation of taxation i.e. in various
forms. You have the excise duty, sales
tax, jncome tax and the road tax. On
how many points do you want to have
taxation? The more the points of
taxation, the greater is the scope for
gorruption; because at every pomnt
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,
at the level of distribution? You
should tax at one point somewhere.
So much of time and energy can be
saved if there can be one tax on roads.

SHRI DINEN BHATTACHARYYA
(Serampore): What should be the
source of taxation for film artistes?

SHRI VASANT SATHE: What
would Mr. Dinen Bhattacharyya like
t0 suggest? I think Mr, Salve is the
best authority for that 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 gay that you should have ceil-
ing on urban property. It is no use
your talking of black money. Black
money is converted into some form
ultimalely. Only in two ways, ie.
either in production or distribution,
is it generated. Where wealth is
generated, black money is also gene-
rated from there. Money is what
money does. Thercifore, try to have a
control at these points, viz. production
ang distribution. Secondly, have a
control on the ways in which it is
transformed, When 1 say that we
should have a ceiling on urban pro-
perty, you chould not have that fraud,
viz. of a celling only on vacant land.
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That is absurd and an eye-wagh. Iff
you really mean husiness and want to
have a ceiling on urban property, the
word ‘property’ must mean 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 will the black money go? You
will then be able to control it at both
the endws, viz. at the end where it is
generated and at the end where it is
transformed and used to exploit the
sociely further. Therefore ceiling on
urban property 1s 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 the
paper.

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 that
I would like to give is that we should
have management control, After all,
in industry where wealth is created,
where does the mischief take place?
It takes place with the help of men
hke Mr Salve; that is at thie origin.
And later, it takes place with the help
of persons like my friend Mr. Chat-
ierjee, 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 js that it is concealment of
real income., Whatever is real pro-
duction, that is concealed;: real
income is concealed. False balance
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sheets are prepared which are certi-
fied by chariered accountants and so
they are considered as sacrosanct as
it 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
programme and workers participa-
tion n ‘'management, Let the
workerg be real partners in the
management 1n the sense  of
top management, in the Board
of Directors then they will so
it that the wmanagement 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
the management. If the representa-
tives of flnancial institutions have
effective control over the manage-
ment, then evasion can be stopped at
the source itself That i1s the last
suggestion I want to make.

Sir, while thanking vou for giving
me an opportunity., I hope the hon.
Minister will take note of these
suggestions and will iy to satisfy us.

SHRI VAYALAR RAVI (Chrrayin-
kil): Mr Speaker, 1 fuily agree with
the action taken by the hon Minister
and disagree with the Resolution.

The hon. Member, Shri Chandrap-
pan; made a very long speech. Even
though he abused and accused the
Government he never gave any
suggestion to remedy the situation, to
plug the generation of black money
and bring to the open the
black money already in operation
from the hidden sources.

SHRI DINEN BHATTACHARYYA:
‘He referred to the Wanchos Commit-
fee Report,

SHRI VAYALAR RAVI: The
Wanchoo Committee report is not a
bible. One may agree or disagree
with it.

Shri Chandrappan was saying that
there is black money in existence to
the extent of Rs. 7,000 crores to
Rs. 14,000 crores, I fully disagree with
this kind of calculation. It is not a
question of calculating the quantum
of black money in circulation, It is
being generated in the country at
every momeni betause of certain
economic difficulties or situations. The
question is not whether the black
money in cxistence is of bigger quan-
tum or smaller quantum but how the
generation of black money can be
prevented and, secondly, how to bring
out the existing hidden black money.

I think it is very unrealistic to
try to quantity the black money in
existence What is the state of the
Indian economy? 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 measure-
ment of black money, it is absolutely
Wrong. What about the Indian
masses, the poor and middle class
people? Fuither, we are not taking
into account the gquantum of money
in the form of gold in the hands of
the peopl¢ Doeg Shri Chandrappan
say that these Rs 14,000 crores of
black money is in the hands of the
70 big Dbusiness houses? I do not
believe he means that So, it ijs un-
realistic to give some calculation,
whether it is Rs. 7,000 crores or
Rs. 14,000 crores.

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

First of all, generation of black
money should be plugged at the
source. Therefore, I would like to
know from the hon. Minister what
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follow-up action is being taken. Is
thig the end of everything or the
beginning? I want this to be the
beginning of many things to make
our economic system develop on pro-
per lines.

I disagree with Shri Sathe when he
suggested that by putting some Mem-
bers on the Board of Directors Gov-
ernment will be able to check the
generation of black money in the
industrial sector. ¥or example,
Government have nominated some
Directors on the Board of the “Times
of India”. Do you think that becausc
of that 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 luxuriousg life. Such Directors will
only enjoy the benefits of black
money. So, what ig needed is proper
follow-up action.

The public sector is mot creating
black money, but its contribution to
the Indian economy hag to bt 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 1o
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 mnot
be ashamed of changing the tax sys-
tem as suggested by Shri Salve, with
whom 1 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 what ig wrong in that.
The only thing is that at present we
are getting black money. That must
go, and companies ghould 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-
ernmeni in Kerala hag created an
economic cell o 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 he do? Hig 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:
Don’'t ask us here. You should have
asked Namboodiripad there.

SHRI VAYALAR RAYXI: Mere
abuse will not produce results. I,
therefore, suppoii the Government
and oppose the resolution.

MR SPEAKER: The time of three
hours allotted to this Bill will be
over by 410. I would like to call the
hon Minister at 415. There gre still
some speakers So, if they conflne
themsclves to five minutes each, I
will he 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 1eply

SHRI B R SHUKLA (Bahraich):
Mr. Speaker, Sir, there is a genuine
anger and antipathy against the tax
aevaders. which have prevented a dis-
Passionate examination of the Bill on
merits. The Bill in its scope is very
limited. ‘The Ordinance which 1is
sought to be replaced by this Bill was
issued on 8th October, 1975 and ended
on 31st December, 1975. Therefore,
anybody, who has made a voluntary
djsclosure of hig income and wealth
during this limited period, is entitled
to certain benefits.  Those benefits
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are: that it he has made a declara-
tion and at the same time deposited
the tax, produced g proof thereof,
invested 5 per cent of the voluntary
disclosed income within a month
from the date of declaration, he is
entitled to certain benefits.

Now, anybody, during this period,
during the current year, could take
all these benefits. Therefore, there is
no discriminataion between the
honest and the dishonest tax assessees,

As far as the second point made
by Shri Era Sezhiyan about payment
instalments is concerned, my submis-
sion is that there are tax assessees
who are not in possession of sufficient
amount to deposit. Thirefore, exten-
sion of time has been provided. For
that, they will have to pay a simple
interest at the rate of 12 per cent per
annum.

As far as the third point regarding
launching of the gcheme is concerned,
my submission 1s that the taxation
laws are primarily not penal in their
nature. The penal provisions in
various tax laws are made to compel
the assessees to make payment within
the time and to give correct details of
their income and wealth. Therefore,
the primary purpose is to facilitate
the due payment of taxes. Now that
objective can certainly be achieved by
the applicatiaon of the penal provi-
sions of the various enactments But
this mild measure which has been
introduced for a limited period is also
aiming at facilitating the collection of
revenue and taxes. Therefore, this is
a sort of compromise between the
tax-payers and the Government,
Supposing this Bill is not passed,
what will happen? Those ordinary
laws of taxation will remain in appli-
cation and in operation.

Mr. Salve has rightly pointed out
that in spite of the best efforts of

the tax authqorities, the cases are pros-
tected in 'a court of 1?@ (Sugn%ma
Court). Therefore, during that period,
the Government is deprived of early
benefits and a lot of money is invest-
ed in litigations. Therefore, compro-
mise is a good way of setting disputes
and effecting reconciliation. This is a
sort of device. This Bill is nothing
but a sort of compromise scheme tfo
and disputes expeditiously.

Under this Bill, there would be
not any right of appeal or review or
litigation.  Moreover, the tax will
have to be paid immediately, and the
money which will be otherwise left
with the assessee has also to be partly
invested in this scheme.

So far as the smugglers are con-
cerned, my submission is that Gov-
ernment has detained certain persons,
under MISA, Those persons who are
detained under MISA in connection
with the smuggling activities will not
be entitled to the benefits of the
present Bill, as provided under Clause
21 and this House is going to debate &
Bill in regard to forefeiture of pro-
perty of the smugglers. Under that
Bill, the property of those persons
who are detained under MISA and
who are in possession of huge wealth
or property, whether it is in the
shape of gold, building or other
things, shall be confiscated. They will
remain as detenus in the jail There~
for¢. there 1s no concession for such
persons. So, this Bill ijs simply
another way of tackling the tax-
evasion problem which has assumed
colossal shape in this country.

The people do not disclose thelr
income easily. Of course, the ordi-
nary laws of land relating to tax have
not been held in abeyence. They
remain automatically in force. In
fact, in this Bill, there is a proviston
that if there is any default in payment
of tax on the voluntarily @
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income, it there is failure to invest 5
per cent in Government gecurities, 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 rewarded by the Government.
There are three beneficiaries under
this 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
third category is that of tax-law en-
forcing official class who are going to
be rewarded intsead of being punish-
ed for failure to .bring such tax-
evaders to book.

Anyway, it i 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.

With these words, I support the
Bill.
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“11, 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 gection 8 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 B or the Wealth-tax Act.

12. (1) Al particulars contained
in a declaration made under sub-
section (1) of section 3 ghall 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 theredf or to
give any evidence before it in res-
pect thereof.”
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sme Exd wifwadd &1 Amg 2 faar
e 34 ST & 9 arfre w5 &Y e
¥aAT 994 I fAwerar faar g
Wit HY AT & WO FTAAY FAF WAV
¥EY & 1 WU WY TR S gEad) By
T T 0 AT IT KT GAGAT FA
wi, o1 7g wré SrF A gt ? Wy
ar q 9 &, g FY T ? geAw
Im wewd #1 A W wqw §a
gg W #1T 37 *7 wwd) g17 go. AE
CqAT TI4T A TATY 15 FIH TYAT
fasper wraT, ag a7 Goir F1 AT
ag a1a 3% § v ag <t Srewma §
T ATCAT WIT 7 T g & it grf
o oT v &1 fAgar, ag faard
¥ wfar, fqorst § /7971 7 97 SrF
ara &, fwT ag w1 g1 fawr 7 faar ?
IA IAE H w9 A 37 § P
AT €AT THGT g4 famr | gEe
war gFvgl 7 & fag § g2 AT
gz TN A { aaw ¥ fgar?

Y fadt sy Y faem a9l 9

we w1 % feat ! I o fear fw

T AR SO AMTAT RIS A 100 T
a1 50 §I% & WA § gy ¥z v
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T 4T, I w7 IW g fear gso
TR WIH T A & A W@
i fer fis e & o STiodf Y 39 Y
waR AEd & A ¥ o IET Y
far, g e A Nda @R, A &
Y AT w7 fear 1 wwomny
T (4) * Baq) su § ay Fermr
gar g

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

(b

3

where the declarant is a
Hindu undivided family, by
they kartea and where tht
karta is absent from India or
is mentally jncapacitated from
attending to his affairs, by
any other adult member of
such family.

St g IT AT F O ° I W IPA
T, Wi, e, T aa F arw g famw
I WY T FAT AIST FIAF U T F0At
& & w37 ;i 7w fear § &y
s Fga & qeErer o @ adl.
grerar ATe faw) w1 agf Faed ) 3@
AFTT T i ¥H JE & AR qq7 § I
¥ T FHT DT FTH W g E | WA
fodt & 1€ wwa w41 far §, $1€ 919
T &, a1 ag fear @nn Wi I
FgAT ag & fv wgami #X & "W O
w1 farsit 7 1 7 919 fogm sy §
dr s 3 9T &7 A g0 AN
grar § (o sqT 48 Twgr g g, fee
Wt 3§ & aw fowar st @) wae
‘wIW A TIAT T & AT W FEy
§ & fouq % wew ) § wmw
IF Bt 73T § VT g /1T 67 A7 Y
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waTR | gy A AT Ay A fa @
fe gfes w1 wIEhiom #9) & @y
wHET@awed e #
ger &t Sfrr g am st 87 o
g R ¥ wEl P AT AT Aty we
& § B aw g AT gw Wy o
T A FT 7 Ffrwoe ¥ qmar
fear & 5 = md for av 1w
fodt amfa F1 a7 < w7 5w IF &7
ara faelt w7 wrrw @ @9 &R 9w
A it qrr frat § &gt @1 var @Y
Fqar, Ffsa g dar w# 7 wear
£ 1 ofe gawT s e FvAT E v
"I AT GRITHL FE T AET TG E
fir g wwTe wEy frgr AT o 9aw
T F1eor 4 | AlFT saww Sy feanddtz
& Tt w1 {7 fx At v Qg
o, e ag wr fr gfrar & &
FAEA, IuA A1 T T g, aw S
IATT 7g WY WA & i wvd & ownti
agy faar srawm

HIHTT F 18 WAL W] QT A
ary Y ;Mv 31 frpegy. 1975 Y I
FT 12 9% g FRIGT 3T TE | W@ §W
TH 9T T I, WA AT FH GFOAIR
F wATET AT F1E qTT AGT TF ATA
19 fem A at 12 79 9F 4% @A
BT WIT 15 Wd {991 397 foer wqv 4
71 FgeT a8 & o for At & TR
5 & sa% amm ww =l

SHRI CHAPALENDU BHATTA-
CHARYYIA (Giridih): Mr, Speaker,
Sir, in the context of the economic
tremor which overtook India in the
last two and a half years, Govern-
ment hud tried wvarious budgetary,
monetary and fiscal policies to over-
come the situation, The Opposittion’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-
cconomic life, the 20-Poini  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 moncy, 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
tfax on conspicuous consumption or
cxpenditure which was originally sug-
gested by Nicholas Kaldor, I feel we
missed our way, The i1mmediate
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 holels and use of house-boats
in Kashmir and other places—this
sort of 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
Ruilway  Mmisiry followed. namely
if there iy ticketless travelling,
increase  the freights and fares;
there is evasion of income-tax
and, thercfore; go on increasing the
meome-tax rate, That was the short
cut, but it has recoiled on our  eco-
nomy. Here, I would refer you to
Hugh Dalton, ihe Professor of Eco-
nomics, who wrote a textbuok on
public finance and who lafer 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 nequality and disparity of the life
of Britain, the very first thing he did
was to reduce the rate of income-tax.
Here, we have been going the other
way. The incentiveg for evasion went
on increasing and the volume of black
money went on accumulating, It was a
wrong type of spiral. This spiral had
io be broken, and 1 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 that the rate on personal
taxation should be reduced. I also
agree that the professionals should
not be harried and harassed. TUpto
Rs, 25,000 of income, the income-tax
deparuments approach has been doing
very well and has been giving good
results, The top professionals, doctors
and lawyers should not be harried
angd harassed otherwise the pheno-
menon which tock place would hap-
pen. The famous jurist and lawyer,
late P. R, Das said: “Well, I earn only
Re. 20,000 in a month and I leave the
other cases, because in that case nine-
ty per ceni of the income would be
taken away by the Government”, 1f
the doctors do like that, our nation
will suffer, they will not be taking
many patients and it would not help
our national welfare,

16.00 hrs,

As riggards rationalization of tax
Jaws, I woulg like to know how many
of tax lawyers have kept abreast
with vast developments, changes and
modifications of income-tax and
wealth tax legislations, The wealth-
tax legislations have changed fre-
quently; the rules of the Central
Board of Taxes have been changing
quite oftener and then there iz the
vast super-structure of case laws
Joaded on that, Mr. Speaker, Sir, I
plead through you to the Finance
Minisier for simplification of the tax
laws. The rich can afford to get legal
and accounting expertise but 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 limit should certainly
be increased to Rs. 10,000 but there is
the greatest anomaly as regards
wealth tax, There is exemption from
wealth tax upto Rs. 1 lakh, Tf it is
Rs. 1.10 lakhs, the assessee has to pay
upto Rs. 1.10 lakhs in assessment, fine
and penalties,, That way, the small
man will be completely annihilated. In
some States, there is urban property
ceiling or some other ceiling upto Ra,
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two lakhs. There should be some
cordination and upto that amount, we
must give to the small man, the low-
er middle class man and the poor a
break from the ever-increasing net of
the taxation, to withstand erosion of
value through inflation,

It was mentioned that the penalty
in the case of wealth tax is just one
per cent, If the amount involved is
Rs. 1,10 lakh which is a marginal case,
much depends on the officer. The ass-
essee is faced with cumplete rumn.
Just as in the case of income-tax up-
to Rs, 25,000 you have a reasonable
procedure, in the case of wealth tax,
there should be a reasonable proce-
dure upto some lower figure, if we
have to carry the assesses with us, and
because that will repay in abundant
measure through higher tax revenue,

Lastly, I cannot forgot my little
place, one of the best in Bihar that is
Giridih, the district I come from. We
should have an Income-tax Collector
there; income tax revenue will go up
very very high if you just have your
offices thrre Instead you have placed a
Central Excise Officer there. Those
cases would have been taken over by
the Income-tax Officer himself, The
resuli has been that 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,

st o sw (2faw feesd) -
qeuek AT §, JATHATE AT AT
g, dft St wY R 37 & WaTwT wY wrw
A& 6 IFR I ¥ T F ¥ wiw
frerar &1 wgT gfere am § wiw
A fead ¥ dur e | 5o wrEw-
2xq wifeed & ¥ ¥ T 4 G
1T #% v ) R ww § 74 wrar e
- oY fer vy AT wT TR Ay
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g frwred § o7 3 Y g% gwwr-
wHwTf wAT wifgy, Tww 3@ & fn
I % g oreg avg M a1d awr awey
w§ | vy Trfaw 7Y &) & 97 wifeed
%t ot arTwarT AT g T aga
dgaa & arq qg Fr7 frar § i gt
AT FAF AT §, IT F WAL 4T qACF
g wzTaT swar at qg WY ag frare
qHT 1

16.06 hrs.

[Surt BRAGWAT JHA AzAD in the
Chair)

Tty AT FY A Feal § 9w &
gaifar arded 7 gOX FOE HF
w1 g7ar ¥ frw 39 fgrE ¥ I uF
arEmr PN ACE AT AT AP
Arg W TOF v gon Afew
og gRAwA ¥ 7 R 9 6 v
# ar frat i wa & I Y T@r Tur
&7 1 37 ¥ qIq Wiq ¥ W F g
qE & asdaw 25 gaR w9
W% FTHFAT AT F AT AT T
ag waT #1 avar & for agr §, afes
¥z fad ey & fag &1

st fada wgrand . W 5O T
Fawt WfAC

ot wiw waw : & qamr §a 9
¥ ¥ rfveea seafree arEl it aeFTT
sy &Y #Y ace qwe A o O R
FogUatErarsdwaa i
7Y afr 7g adw gafea agr. .. ..
(vaxwm) . .. 3g Wt 25 EAX
FOT T HRAT 54 30 ¥ TV ABTY I
¥ faq & wamar g§ awerc wr w1
*TR IZHAT AIfEY )

oY wtr dew Fw g wifgy 99
SameR § HF O I ¥ vt
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fagesr 3¥w & Qrarg W E 0 W
firdt & oy & forwr =) &vw 7 9@
BT 7 GTETT  FT AT qF | GHRTCHT
Wt g¥7 #0 § orw 1 forw wwrorATEY
wrr € ar ww <@ g, wfefew
YRIFAATT WY 97T AT ® A7 W Y, W
guR mywaa waraa ¥ waq § forg
& fag 19290 ¥ Age & e wA W
WE A IT & 7Y WY A T w9 Wr
%, & fRradry 39 &Y @ew TE FT wFY
AR ® IT T HY, AT EW AN
szt § fie QAT wwroETEr wATT &Y
forg & a9t 79w farcer AR ZreT &Y
oY 2% 7 A7 OF AT wad gAww dew
wrfaad 1 W g7 FEIFW! H w0«
2Tz A § 1 agrw vg H AT M

saforr &% dw # wgh Hazfaee
Fraredy &, fawge & w2 &9 ¥ ¥
30 are oF gt WhAr s W gEe
o, @dear a1 < &1 g% g qgt
dar &7 9% ar agq weor § | 48 g8
qiga ®r arq aga wedy § AN gew
#Y | qUT TA I T SAT AT WY
aft &Y f atar wd aT gAfras o
g A qg A AEE qIT TAWE A A
¢ ag W w74 & | WA AES WO
§ oy W @ AT T g Ay
/1T Fr @ A arary? dngtae
o oz FC ¥ ag § ) gafag wsg WY
gar ¥ fag o oredr § i ot & §
Tg ® faerar wmr ) 99w § Y A
T G 2t @ § I ¥ I & fag
frar e s e §? MIA ¥ fag
ot et § fiv g X %Y g ey
a1 1 & womar g 5 xa foar # gar
[RefY e wga wr § WY L Aw T8
e gf oY fgegeam ¥ Qv aga W@
g fagifas & & )
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& & wrg arg fora ST ¥ ey
feeroiax fear §, e mex aiw A
R ¥ ow wYEr /v fear s A
WroMriT Mrag W Hw §
ST St atT qr Sgf &T a7 |IEIT
IN R T qT AT H7 § oy, A7 e
e w6 & & auwan g fe oagi oW
I S agT THAEIC § | AT HEWAT
¢ f5 o wuwre wa wAwET ¥ T A1
fz?ﬂzrmwtrma, ¥t ST
# I8 %7 7qNT §, 9§ TEEE v
Tfeg a8 Wi § I atg 9y, a1
Wew giw ¥ g oft wgr oy | /1 W
KA1 HY goeY wore &, Ty FT SAwAT
™A IT F a9 § v wr e fwe
IAX Aq § A% FATA IW I A
wHr @Y qF T it § e @9
) fawrer qRT A1 AT WA T
AET @t FHT aT FAT AT AHT I
qFAT & ¥ W Y g ¥ faua w9
faor & g% wrar O G gAAr §r &
FEAT ATEAT 9T |

THE MINISTER OF STATE IN-
CHARGE OF THE DEPARTMENT OF
REVENUE AND BANKING (SHR1
PRANAB KUMAR MUKHERIJEE):
I am grateful to the hon Members
for making their observations
by and large supporting the
various provisions of the Bill. We
never claimed that this sche-
me ig the only remedy to fight against
black money, its operation and gene-
ration. While making my introductory
remarks I made it quite clear that
we took ceriain steps for quite some
time 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 that if we could
come forward with a scheme like this
perhaps a bit of the blackmoney

could be unearthed, I am not spea-
king from any philosophical or mora-
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listic point of view, Keeping the rea-
lity In view and keeping the short.
comings under which the Depart-
ment is to  function, we shall have
to keep in mind that this scheme has
helped to unearth a part of the black
money, I do not know what is the
quantum of black money actually
ruling in the country and I would
not like to enter into the guess work
either on scientific or on unscientific
basis but the fact 1s, Rs. 1500 crores in
the form of income and wealth has
been declared. At the same time it is
to be kept in mind and it Thas
been gdeclared on many  occasions
on the floor of this House and
outside that it is just a part
of the total operation which is
going on, Why Government resoried
to such measures, Sit ? It has been
suggested whether we could unearth
these amounis of black money mere-
ly by conducting raids, seizures and
searches, Sir, the maximum number
of raids conducted in the year 1474-
75 is in the order of 2,000 and the
total value of assets seized as a re-
sult thereof is in the order of Rs, 17
crores. The {otal number of ussessees
who have taken the advantage of the
scheme and declared their concealed
income and wealth is more than
2,53,000. If one just makes some
arithmetical excrcise, one can come
to the conclusion how many raids
would have yielded to the Govern-
meni these tax arrears by the assess-
ces. But, at the same {ime, il is to be
kept in mind that when the scheme
was in operation from 8th October to
31ist December the Government did
not stop seizures, searches and raids,
And perhaps it is known {0 the hon-
ourable House that two very impor-
tant raids are conducted even when
the scheme was in vogue, Therefore it
is not the desire of the Government
nor it is its policy to say that we
small resort to voluntary disclosure
only and we will not take any ‘other
step. These steps which will be taken
which we have already initiated, will
go on, and I hdve already assured
this House that this will go on relent-
lessly,
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At the same time, it has 1o he 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 that in a system like ours
there is scope for rationalisation, I
can tell the hon. Members that Gov-
ernment is making this exercise cons-
tantly and almost in every budget
year, In every financial year, some
exercises are Leing made, Perhaps you
will excuse me if I do not touch upon
that point in greater details because
of the 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. g constant exercise is being made
and we try to rationalise more and
more, But, at the same time, i1t has
to be kept in mind that in an econo-
mic situation like ours, it is not very
easy to air.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 o.her develop-
ing economy is used as an important
instrument of fiscal measure not only
to promote the social objectives and
economic objectives but also, at the
same Lime, 1t 1S bewng 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 ijs being
constantly made and there is no hesi-
tation ta 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 {o improve, Where-
ever there are areas of defioiency, it
would be our effort {0 see that we can
improve those deficiencies,

Coming fo certain  observations
which the hon Members had made, I
would like to do away with certain
misgivings which Shri Chandrappan,
while making his observation,  had
pointed oul, At least the impression 1
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-
tome-tax Department and those who
hauve made disclosures under Sec. 41
and whose hooks 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
wder of Rs, 17 crores and the amount
disclosed by them is also not of a
very lugh order compared to the total
amount declared ag 11 comes to orly
Rs 55 crores, Therefore, it is not a
fact that all the people whose houses
are raided, whose books of accounts
have been scized only came forward
to take this opportunity of the sche-
me and disclose theiir concealed weal-
th,  Sii, he has accused the Govern-
ment that this year we have reduced
the number of raids, searches and
seizures, e quoteg some figures,
But  unfortunately he has not
quoted the full figures, It is true
that T gave the figure, The total
number of raids conducted by the In~
come-tax Depuriment far the year
1974-75 was 2,029 bLut 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 2029 raids
were condircted in 12 months, Arith-
metically, perhaps, the number of
raids conducted by the Income-tax
Department this  year is more anad
correspondingly the amounts assesss-
ed by them would also be more,

Sir, Mr. Halder by wmaking his ob-
servations seems 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 depariment is <was found
that black money in currency notes
was kept hidden in the folds of
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sarees which were kept in the locker
and later it was claimed by the owner
of the locker that this money belong-
ed to his political party, I would not
like to make 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-
EEASEE: 1 have not  seig ‘CPI(M)’,
I said it is a political party which be-
Jongs to our Opposition. Further it is
known to the hon., Members of this
House that even the premises of two
hon. Members of this Hous were 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 names are not disclosed. It
ijs a part and parcel of the scheme
itselt not to disclose the pnames. You
may reject the scheme in toto but
you cannot say that 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. Halder. 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 ahle to

create in the minds of the peo-
ple that they came forward
to make their declarations

and whatever be the quantum
of searches—] would not like to say
whether it is a grand success or a
zero—or whatever be the merits of
the success it is mainly because this
time Government was able to create
confidence in the minds of the asses-
sees and at the same time it 'was
possible for us to put fear in their
mind and as a result of both these
two things combined togethkr we
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could achieve some succesg in  the
field of disclosures.

Sir, one hon. Membery has made
certain unkind remarks in regard to
the officers of the Department. 1 do
never claim that all the people who
are working in the Department are
upto the mark but at the same time it
is to be kept in mind—the two instan-
ces which I gave just now, the magni-
tude and the gravity of tax evasion in
this country—-that it is the elite of the
community of this counry which
evede tExes wnd uil gnd uniess
strong social condition is created  to
induce them or create strong public
opinion against economic offences
whatever condemnation we may have,
I am afraid, it would not be possible
for the poor income tax officers to do
away with the menace completely, I
can just give onc figure. As a result
of the special survey we added two
lakhs people to the tax net and you
will 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?

SHR] PRANAB KUMAR
MUKHERJEE: In the case of profes-
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 mind that merely by streamlining
the administrative machinery it would
be difficult to plug the loopholes alto-
gether. I do admit in this connection,
as I have already wpointed out—that
there is scope for improving the
system, There ig a scope for rationa-
lisation but at 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 Depértment and  the
assessees can function in e purposeful
and better way.
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8ir, while making his observations
Mr. Sezhiyan wanted to know certain
break-up figures and he has raised a
very bagic question that when 1500
crores of rupees as put into the main-
stream of the national economy, why
there ig no visible mark in the econo-
my as such. We have not claimed
that 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 ai that time. I am again
repeating them, It is Rs. 812 crores as
wealth tax and the rest js 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 io 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 Lo 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 our writing to the State
Chief Ministers and hc has put the
question; where is the authority of
the Finance Minister to write to the
Chief Minisiers regarding sales tax?
It is not a question of authority and
it is not a question of a direction as
to what 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 fo the
divigible pool for being allocated to
the States and, therefore, thc more
would be declared, the more would be
realised as income-tax and greater
benefit would go to the States. As a
result of that we requested them that
in order to make the gcheme a success,
they do not insist on sales tax. This
woas not a direction but this was a
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request. I do not know why he has
raised objection to that. Authority of
the Finance Minister is there because
he ig 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
Governmeng and there is nothing
wrang 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’s mind whether
We can have gome sort of national
museum of our jewelleries, Apart
irom its money value, it hag 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 hag to be
kept in mind that the scheme was
introduced once by the previous
Finance Minister and at the same
time, if we want to re-introduce it,
we shall have to look into wvarious
angularities and we have to see to
what extent we can revise the scheme
and what could be the improvements
that we ecould 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
primary gold, Through these steps, it
wag possible for us during last year
to confiscate quite a substantial guan-
tum of gold; in one particular case
nearly 870 kgs. of gold was confiscated
straightway, Primary gold iz 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 Act and
from the Gold Control Act?” It was
done because a substantial part of the
hidden wealth is converted into gold
and jewellery. Therefore, unlesg we
give immunity from those Acts, we
could not have the succesy of the
scheme and the persong concerned
could not come forward and declare
their wealth. But at the same time it
‘must be kept in mind that this immu-
nity is not there for all times to come.
They have to regularize the matter
with the Customs auhorities by 1st
February 1976, That provision is
there in the scheme itself, Therefore,
Mr. Chairman, to my mind thig is
just a stage to further the cause of
unearthing black money and hidden
wealth. It is neither a surrender nor
a compromise. We thought that a
situation had been created in which
offers from the Government {o the
erring tax-payers might pay dividends,
Whether it hag paid dividends or not,
as for the conclusion of the House
ilself. At the same time, I would like
to reiterate, as I have pointed out on
earlier occasions also, that we have
a'ready intensified our activities so far
as searches and seizures are concern-
ed, It ig 10 be kept in mind that
certain lacunae were there in the law
itself; and from our experience we
foung that on many an occasion it was
found in the court of law that the
tax-dodger is let off with imprison-
ment till the rising of the court. This
House itself, in its wisdom, has
amended the varvious provisions of the
Income-Tax Act and the Direct Taxes
Act during the last monsoon gession,
where we have made one important
improvement, viz. that we have linked
the minimum punishment both in
respect of imprisonment and fine, with
the quantum of tax evasion; and that
too, will be applied in a more vigo-~
rous way. The power of the Income-
Tax Officers Hive also been increased
considerably, to see that they conduct
these ralds, searches and seizures in
a more gpurposeful way. At the same
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time we are considering various other
economic measures regarding ration-
alization of tax structures and other
things, as I have aiready pointed out.
It is the usua] practice that the Finance
Minicter makes some changeg during
the budget. I would not, therefore,
like to dwell on it. I express my
ghatitisde to the hon, Members for
supporting, by and large, the scheme.
I hope it will be accepted unanimous-
ly.

MR. CHAIRMAN: Mr. Chandrap-
pan.

SHRI BHOGENDRA JHA (Jai-
nagar): One clarification 1 want from
the Minister.

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

SHRI BHOGENDRA JHA: The
Income-Tax  Officerg have been
rewarded with one month’s pay for
their failure to collect the taxes
earlier. The tax evaders have also
been rewarded. Is it not a premium
on their failure? Would not the
Income-Tax Officers and the tax eva-
ders resort to the same thing, ie.
would they not sit tight for 51 weeks
in the year and during the last week
of the year, would they not expect
that if they make a disclosure then,
they would get some extra benefit?
What ig the guarantee that it will not
be repeated? Because, thig 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. CHANDRAFPPAN (Telli-
cherry): Sir, the hon, Minister, while
replying to the debate, made it plain
that the disclosure was a very big
success, But he evaded the main
question in regard to the musntum of
black money. Whether it ig scientific
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o unacientific 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 cireulated, 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 is our accusation,
The Minister said that he 15 not going
into the morals ot it. Thig is again
an admission of the fact that cap:ta-
lists will not learn morals from you.
Even a greater person like Mahatma
Gandhi has failad to teach them
morals, Bapuji said thal 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 (Muvatiu-
puzha): I think all of us come under
that category.

SHRI C, K. CHANDRAPPAN: TLect
those people who think the cap wall
fit them worry.

Bapuji told the -capitalists “you
are not the 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, this
quality of pauperising the nation, is
inherent in capitalism. I hope the
hon, Minister will appreciate that
point, 1 am very sorry to say that it
has heen 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 triend, Shr1 Ravi, said that
did not make any suggestions, I have
no suggestions to make, because I am
ot an expert. [ am going by the sug-
testion  muade in  this great book,
which you consider as something like
& bible. When you came up with so
many legislations you said that it is
on the basis of the Wanchoo Com-
nmitiee Report,

When Government came  forward
Wwith so many legislations, they said
they were all based on the Wanchoo
Commission's Report, but 1 am enu-
merating some  suggestions which
they should have taken up.

Firsily, 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 to argue with Shri Stephen.
I am saying that demonetisation is a
measure by which you can weed out
the parallel economy and black
money in our couniry and that has
been the experience of many countries
Even the neighbouring countries had
the boldness to do that, And there
are many countries like the G.DR,
with whose system you may not
agree, which did «+t after the war,

You have declaied an a emergency
and we suppori 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
bhringing forward the 20-point econo-
mic programme provided it is imple-
mented in such a way that 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, the Wanchoo Commis-
sion itself has said that the laws re-
lating to religious and charitable
trusts should be drastically changed
to see that they do not play the role
of cover onganisations,

SHRI N. K, P, SALVE: We have
gone much beyong their recommen-
dations,

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

If the Government, after having
brought forward several legislations,
still finds a predicament in  which
black money is increasing, then the
laws should be drastically amended
so that they will go against black
money completely. That is the way in
which laws should be amended,

Government will say that they have
brought forward several amendments,
but in the matter 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 the 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,

SHR]I N. K. P, SALVE: That does
not involve tax evasion,

SHRI C. K. CHANDRAPPAN: You
are interested in that, but I am on the
guestion of the generation of black-
money and weeding it out completely.
These laws do not go as far as we
wani. That is our complaint, Be-
fore concluding, I would like to ask
the Minister to clarify certain points
which he should have clarified.
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Regarding wealth, they have got it
in the shape of jwelllery and so on,
What is the basis of evaluation? I
made a complaint and charged them
that the basis of valuation is not the
present value of that property, The
bagis of valuation is the claim made
by the respondent in regard to the
timie when he bought it. 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 Government that he is
a gentleman. He is now circulating
himself as & fake currency, That point
was not answered by the Minister.

I do not say that all those who have
disclosed their income are the people
who have got too much money. You
said that there were people, hut, of
course, their number was less, In the
interest of the country, I want to
know how many monopoly houses have
disclosed their income; how many big
mill owners, especially the jute mill
owners and textile magnats have dis-
closed their income? But the Minis-
ter is now duty bound not to disclose
the amount, But he can say about the
number of such categories who have
disclosed their income, Then I asked
how many were there in the 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 that you
have misused the emergency every-
where. But in this sphere, you should
have hit and struck a devastating
blow on the economic bases on fasci-
sm, for that is the main thing which
enabled the fascism to stand up in this
country and unleash a movement
against you and the people, ‘There
you compromise, It is a very funda-
mental thing, It is the compromise
which will endanger you and the
country, That is why we are op-
posed to it. It is not something that
has come from nowhere,
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We look at this measure as a pro-
gramme taken up by the Government
in the context of emergency to fight
the socio-economic forces that gave
shape to fascism. There the Govern-
ment hag failed, Let him answer and
say that they have succeedeq in it.
You, may say that you have a majo-
rity” but the country will not feel it
That is the problem,

1 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
make capital audacious, 10 per cent
security and it can be everywhere
applied 20 per cent and it becomes
Hvely; 50 per cent positively daring
for 100 per cent it will trample on
all human values; 300 per cent and
there is no crime which it will not
risk even at the threat of gallows,”

This is what 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.

Without stringent measures, with-
out creating a confidence in the
minds of the people, this Government,
this country will not tolerate socio-
economic forces based on fascism to
survive, Without taking that path
again, you are not going to  succeed
in fighting back the danger created
by it. This is the reason why I re-
quest that 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 ag I can.

I want to compliment the hon.
Minister for the good job that he has
done in presenting his case, It is, of
course, difficult for him to convince
us. The reason is not his fault, but it
i just the case is so bad.
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The two significant measures that
have been taken since the Emergency,
or the alleged Emergency, is the mea-
sure which toock 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 ag to how
1o establish an egalitarian society in
this country.

According to the hon, Minister there
was g climate created by a large
number of raids which were carried
out in 1974-75 and in thig 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 wou'd 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 saig earlier is
cecorrect, that this Bill was brought
forward to bail out the black money
partners of this honourable Govern-
ment,

According to the hon. Ministey,
under section 14, the disclosed income
and wealth was to the extent of
Rs. 55 crores. Thig is a large amount
in any language I am sure, consider-
ing the small group of individuals,
numbering 4,402, who have disclosed
income and wealth to the tune of
Rs. 55 crores, who are already caught
~—when thig 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 iz wielded
by these people, because the result
that we ses 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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1 was complaining about the large
disparity between 97 per cent and 60
per cent and also about the 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 many of the
seizurs had been completed. He
said that there are many a slip bet-
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 that is, that if
after seizure, the Government sits on
papers for two years, nobody in his
right mind can say that the Govern-
ment is making any kind of effort.

There was 8 Question in this House
some days ago in which an hon. Mem-~
ber had asked for a list of the asses-
sees with over Rs. 50 lakhs in arrears.
The Hon’ble Minister’s answer was
that 1t was not worth the effort to
collect this information, May I ask,
Sir, what kind of a Board of Central
Taxes we have got, and what kind of
a Ministry we have got, if they don’t
know who owes Government more
than fifty lakhs in gassessed arrears?
This list should have been before the
Chairman—or whoever he is—of the
Central Board of Taxes, and before
the Fiinance 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 made in a large number of
names and, that they have to be made
in the name of the assessee alone.
That is correct; the law does not say
that if you have money to disclose,
you shall not disclose it in your
name but can openly disclose it
in other peoples names. But there
is a provision in this laws which,
I assume, Governmcnt has put in
this law precisely to ¢hable the
assessees to do this—ang that is the
provision which makes it possible for
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assessees to make dicloures without
naming the cource of income, Because,
if as the ‘Minister says, the raids had
created a climate where the market
was afraid, and where the hoarder
was shivering in his pants, in that
case, why did not the Government
take this opportunity, not merely {0
mop up black money, but to identify
the gource from where it came, so that
they can in future keep a watch on
these sources? There can be only one
reason, and the figure will also tell
you this, that according to the Gov-
ernment the extent of gdisclosure is
1500 crores and the number of asses-
sces ig two and a half lakhs. That
makes an average disclosure of only
60,000. What does thig 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
buckel—if at al] it is a drop, Obvious-
ly, those who trade in black money,
and those who run the parallel eco-
nomy have seen that this Bill is pro-
perly devised, co that they can gpread
the risk around.

Sir, 1 would like to insist that this
House should be given, at the earliest
opportunity, the full exent of dis-
closure under Section 14, thc number
of assessces, total disclosure and the
graded disclosure by limits—whatever
limits are sel—because it is only then,
that we wil] know whom Government
is trying 1o bail out, I would also say
that it is no good coming to this House
and saying that ‘we have made a pro-
misc and we have to keep it’. If this
wag g final promise, then the presence
of the Bill in this House has no mean-
ing. And even if the Government
does not want to make public the
names of those who have disclosed (I
personalty think they should be made
public), we can always provide that
full disclosure should be made to the
Department, if not to the public. TIf
the Government is serious about root-
ing out black money—] don’t think it
is—then, it is it’s responsiblity to take
this opportunity to identify the source,
so that it can keep a watch in future,
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and it can
operaling,

keep thig gource from

A lot of hullabal.c was made about
deduction of 1 :ations to political
parties. Pers.~ .y, I would welcome
dulduction of donations to political
parties being allowed, but 1 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-
ral Body Resolution.

SHRI ERASMO DE SEQUEIRA:
By General] Body Resolution? We all
know that companieg are closely con-
trolled. Let ug not run away from
the realities. If people want to help
the poitica} 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 capital from the allegation that,
in the seizures, it was the Opposition
that wag found to have taken black
money. First of all, T would like to
agk him how many Congressmen he
hag raided. If he does not know whom
to raid, 1 am sure any one of us can
give him the list At the moment,
we all know, money is being collect-
¢d hand over fist for the Congress
Party, for the Youth Congress Who
is collecting, I may not know, but I
am suyre he knows. And I would lik¢,
really, to submit to him that, il he
makes the proper raids, he will find
the money hidden in things far smel-
lier. than sarees.

Mr, Salve was upset that we had
not made suggestions for rationali-
sation. Both of us have been in the
Housge 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 hay come up, all of us have made
suggestions, not only on the floor of
the House, but zls0 in the Consulta-
tive Committee, and also by way of
articles, and we have alwaygs come
against a blank wall from the Gov-
1ument, because, it believes only 1n
adhocism. I could make a suggestion
right here, but I am not going to, and
the 1eason why I am not going io is
that, in mv view which, I submit, s
the democratic view, the term of this
Government runs out op the 18th
March; beyond that date, it is an ille-
gitimate Government. And, therefore,
whatever suggestions 1 have to make,
I would rather make after the elec-
tions. 1 think, it will not be neces-
sary, because 1t is they who will have
to make suggestions {0 us

But, just 1in case this Government
insisg on the collision course that they
are now on—and the Minister has
spoken of rationalisation and various
other things—1 want to caution him
on one thmg In most economies,
competitiveness is created through
expansion In our economy, competi-
tivenesg of products in the market,
competition, has been created by mis-
management and shrinkage of mat-
ket Today you have got g markey in
which more has been produceqd than
sold. Prices are coming down for this
reason For God's sake, do not fiddle.
Leave it alone And if you do this, I
am sure you will find that g few en-
terprises wil] fall down- they deserve
to—but you wilt find that you have
industries which stand on their own
feet, and not on crutches from the
Government My view is that you
will find the interest of the consumer
being served far better, than it has
been gerved in the pasft,

MR CHAIRMAN: 1 shall put the
Resolution, moved by Shri Ezasmo 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 Wealth (Amendment) Or-
dinance, 1975 (Ordinance No. 23 of
1975) promulgated by the Presi-
dent on the 29th November, 1975.”

The motion was nepatived.

MR. CHAIRMAN: The question is:

“That this House disapproves of
the Voluntary Disclosure of In-
come and Wealth 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.

AYES

Banerjee, Shri S. M.
Berwa, Shri Onkar Lal
Bhattacharyya, Shri Dinen
Chandrappan, Shri C. K.
Chatterjee, Shri Somnath
Halder, Shri Krishna Chandra
Hazra, Shri Manorajan
Horo, Shri N, E.

Jha, Shri Bhogendra
Kiruttinan, Shri Tha
‘Madhukar®, Shri K. M,
Modak. Shri Bijoy
Mukerjee, Shri H. N.
Parmar, Shri Bhaljibhai
Patel, Shri H. M.

Ram Hedaoo, Shri
Reddy, Shri Y. Eswara
*Rudra Pratap Singh, Shri
Saha, Shri Ajit Xumar
Sequeira, Shri Eragsmo de
Sezh'yan, Shri
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RNOES

Aga, Shri Syed Ahmed
Ahirwar, Shri Nathu Ram
Ambesh, Shri

Bhagat, shri H. XK. L.
Bhatia, Shri Raghunandan Lal
Bhattacharyyia, Shri Chapalendu
Brahmanandji, Shri Swami
Chaturvedi, Shri Rohan Lal
Daga, shri M, C.

Dalbir Singh, Shri

Damani. Shri S. R.

Darbra Singh, Shri

Das, Shri Anadi Charan

Deo, Shri 8. N. Singh
Dhamankar, Shri

DPwivedi, Shri Nageshwar
Ganga Devi, Shrimati

Gavit, Shnn T. H.

Godara, Shri Mani Ram
Gokhale, Shri H R.
Gomango, Shri Giridhar
Gopal, Shri K

Goswami, Shri Dinesh Chandra
Gotkhinde, Shri Annasaheb
Kamakshaiah, Shr1 D

Kamble, Shri T D.

Kotoki, Shr1 Liladhar
Kotrashetti, Shri A. K,
Kureet, Shri B. N,

Laskar, Shri1 Nihar

Majhi, Shri Xumar

Mandal, Shri Yamuna Prasad
Mishra, Shri G S.
Mohapatra, Shri Shyam Sunder
Negi, Shri Pratap Singh

*¥rongly voteq for Ayes,

e cemm————
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COreon, Shri Tuna

Painuli, Shri Paripoornanand
Palodkar, Shri Manikrao
Pandey, Shri Narsingh Narain
Pandey, Shri Tarkeshwar
Pant, Shri K. C.

Parashar, Prof. Narain Chand
Patel, Shri Natwarlal

Raghu Ramaiah, Shri K.
Raju, Shri P. V. G.

Ram Dayzl Shri

Ram Singh Bhai, Shri

Ram Surat Prasad. Shri
Rao,’ Shri Nageswara

Raut, Shrj Bhola

Ravi, Shri Vayalar

Reddy, Shri K. Ramakrishna
Reddy, Shri P. Narasimha
Reddy, Shri Sidram
Richhariya, Dr. Govind Das
Salve, shri N. K P,
Samanta, Shri S. C.

Sarkar, Shri Sakti Kumar
Satpathy, Shri Devendra
Sethi, Shri Arjup
Shankaranand, Shri B.
Sharma, Shri Madhoram
Sharma, Shri Nawal Kishore
Shashi Bhushan, Shri
Shastri, Shri Sheopujan
Shukla, Shri B. R.
Siddheshwar Prasad, Prof.

Sinha, shri R. K.

Sokhi, Sardar Swaran Singh
Stephen, Shri (. M.
Surysnarayana, Shri K.
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Uikey, Shri M. G,
*Ulaganambi, Shri R. P,
Unnikrishnan, Shri K. P,
Vikal, Shri Ram Chandra
Yadav, Shri R. P.

MR Cl:mirman: The result* of the di.
vision is:
Ayes 21, Noes: 76
The motion was negatived,
MR. CHAIRMAN: Does Shri Se~

queira want his amendment to be put
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.”
(8)

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

“That the Bill to provide for
voluntary disclosure of income and:
wealth and for matters connected
therewith or incidental thereto, be
taken into consideration." =y

The motion wus adopted.

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

The question ig:

“That clause 2 stand part of the
Bill.”

The motion was adopted.

*Wrongly voted for NOES

$The following Members also recorded their votes:

AYES :Shri R. P. Ulagananbe,

NOTBES :Ssrvashri N. P. Yaday sad Ruirs Peatap Singh

2051 LS—8.
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Clause 2 was added to the Bill

Clause 2 was added to the Bill
volantery disclosed income)

MR. CHAIRMAN: Mr, Segueira is
not moving the amendment. So,
there gre no amendments to Clause 3.
So I will put it to the vote of the
House.

‘The question js:

“That Clause 3 stand part of the
Bil.” . al

The motion was adopted.
Clause 3 was added to the Bull.

Clauses 4 and 5 were added to the
Bill.

Clause 6 (Interest payable by decla-
rant)

SHRI ERASMO DE SEQUEIRA:; I
have an amendment. 1 beg to move:

Page 3, line 47,—

for “twelve” substitule *“twenty-
five” (2)

If 1 may briefly say, for this am-
endment, the scheme allows the dec-
larant to come forward and make a
declaration and then to seek time 1
urder to pay the tax that is due under
the declaration. I think this is going
far too far. In the first place you
have 4 ren him a substantial benefit
as agailfst an honest tax payer, by
charging him only 60 per cent maxi-
mum, and that too on g separate
asSessment, separate from hig normal
declareq income. Now you come for-
ward and say even for that you can
pay tax after some time if you want,
and on that interest is 12 per cent. If
you want to give some time, if you
feel that that man honestly requires
some time in that case 1 think Gov-
ernment should charge a penal rate
ot interest. The rate at which an ho-
nest man borrows from a Bank for
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trade is 18 per cent or 19 per cemt. It
ig not fair that he ghould pay only
12 per cent to the Income Tax De-
partment. I suggest the rate of 20
per cent,

SHRI PRANAB KUMAR MUKHER-
JEE; We have brought 12 per cent
rate at par wilth 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
scheme.

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

MR. CHAIRMAN: I wil] now put
Shr1 Seqgeira’s amendment No. 2 to
the vote of the House.

Amendment No, 2 was put and ne-
gativeg
MR. CHAIRMAN: Now the question
is:

“That Clause ¢ stand part of the
Bl »

The motion was adopted.

Clause 6 was added to the Baill,
Clause 7 was added to the Bill.
Clause 8 (Voluntary disclosed incomes

not to be wncluded n the total 1n-
come)

SHR1I DINEN BHATTACHARYYA
(Serampo1e)—rose

SHRI ERASMO DE SEQUEIRA: 1
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:
1 sent for it.
MR. CHAIRMAN: You have sent

for it today which has not been re-
ceived.

*Moved with the recommendation of the President.
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SHRI DINEN BHATTACHARYYA:
Yesterday was Sunday. I got the no-
tice at 10 O'clock on Saturday. How
it ig physically possible or practically
possible?

.MR. CHAIRMAN: Please listen. It
is already known to you that under
Art, 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-
dey thig 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
wyou like you can speak on this. I will
allow you, But you cannot move the
am=2ndment.

SHRI DINEN BHATTACHARYYA:
You gre becoming too much formal,
Sir.

MR. CHAIRMAN: I sm not formal
at all, 1 am absolutely within the
rules. It requires the recommendation
of the President. You cannot move
it please.

If he l1lkes he can speak. Please
speak, Mr. Dinen Bhattacharyya. I am
telling this, it hag not been received.
1 cannot help it. I think you do not
want to speak, Mr. Dinen Bhatta-
charyya.

SHRI DINEN BHATTACHARYYA:
I want to speak. The purpose of my
amendment is 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
Jotal income of the declarant for any
assessment year. I have asked for the
deletion of the word ‘not’. My am-
endment is very gimple. Amount of
voluntarily disclosed income shall be
jncluded in the total income of the
declarant jn any assessment year.
This is my simple amendment. I hope
thet the Minister can accept it.

MR, CHAIRMAN: That'is a sug-
wgestion only, amendment you cannot
move.
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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 js not accept-
able because the nature of the schem®2
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 guggestion.

Now, the question is:

“That Clause 8 stand part‘of the
Bill.

The motion was adopled,
Clause 8 was added to the Bill,

Clauses 9 and 10 were qdded to the
Bull.

MR. CHAIRMAN: We now go to
Clause 11.

Clause 11 (Declaration not admissible
m evidence against declarant)

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

Page 5, lineg 4 and 5,~—

Omit ‘Notwithstanding anything
contained in any other law for the
time being in force, nothing con-
tained in any” (8)

During the course of the discussion
many Members including some Con-
gress Members, including the Mems
bers like Mr. Daga spoke for it. I
speak on Clause No. 11. Here it says:
Notwithstanding anything contained
in any other law for the time being
in force, nothing contained in any
déclaration made under sub-section
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{1) ot gection 3 ghall be admussible
in evidence against the declarant for
the purpose of any proceeding relat-
ing to imposition of penalty or for
the purposes of prosecution under
any of the Acts mentioned in sub-
gection (1) of Section 8 or the Wealth
Tax Act.”

I am only asking him whether it
would be taken as evidence in case
of any dispute regarding hizs wealth
or his income.

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

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

Amendment No. 8 was put and ne-
gatived.

MR, CHAIRMAN: The questton 1s:

¢“That Clause 11 stand part of
the Bill".

The motion was adopted,

Clause 11 was pdded to the Bill
Clause 12 (Secrecy of declaration)
MR. CHAIRMAN: Now we take up

clause 12. I think there are four

amendments by Shri Dinen Bhaita-
charyya.

SHR; DINEN BHATTACHARYYA:
1 beg to move:

Pag 5, line 10—
for “All” substitule “No". (9)

Page 5, line 12,
for “no” substitute “the” (10)
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Page 5, line 16—
for “No” substitute “The”(11)

Page 5§, line 17,—
omit “exrcept” (12)

SHR] DINEN BHATTACHARYYA:
You will kindly look to clause 12,
sub-gection 1. The clause says:

“All particulars contained in any
such declaration made under gec-
tion (1) of section (3)........”

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

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

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

SHR] DINEN BHATTACHARYYA:
I want the word ‘all’ to be dropped
and the word ‘no’ to be substiluted.
Similarly 1n my amendment Nos 10
and 11 I have suggested that the word
‘n0” should be deleted and in its place
I want ‘the’ to be substituted. Shri
Chandrappan was gqpeaking and so
many others also were spérking.
You did not take note of anything.
Here is a positive suggestion on the
amendments. Ple ase do not exclude
them. I request you to accept them.
You are now going up and up from
your old position.

MR. CHAIRMAN:
taking note of it?

SHRT PRANAB KUMAR MU-
KHERJEE: Yes, Sir.

SHR; DINEN BHATTACHARYYA:
He should take note of it These
amendments of mine are not very
difficult for him to accept. TInstead
of ‘no’ I want you to insert the word
‘the’ and instead of ‘ail’ | want you te
insert the word ‘no’.

Are you now
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SHRI PRANAB KUMAR MUKHER.
JEX: My whole difficulty is this.
The suggestion of the hon. Memter
hecomes absolutely negative if I accept
hig positive suggestion and the entire
proposition becomes negative. Unfor-
tunately I cannot accept it.

MR, CHAIRMAN: 71 shal] now put
amendments Nos. 9, 10, 11 and 12 to
Clause 12 to the vote of the House.

Amendments Nos. 9 to 12 were put
and negatived.

MR, CHAIRMAN: The question is:

“That Clause 12 stand part of the
Bil1”.

The motion was adopted.
Clause 12 was edded to the Bull.

Chause 13 (Exemption from wealth-
tax in respect of assets specified in
declaration).

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

SHR; DINEN BHATTACHARYYA:
There ware 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 (Kanpur):
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 it they have recei-
wved any refusal from the President.

SHRI ERASMIO DE SEQUEIRA:
8ir, under the rules you have the
power to postpone a particular clause.
Sir, we are discussing the first read-
ing as well gg clause-by-clause today
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and 1 take it the hon, Minister will
not presg 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 is
noi one of receiving the refusal. It
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 letter that for
such and such amendmentg you have
to receive the consent of the Pre-
sident and that 1 received gt night on
Saturday then how could you expect
that I can get the proper sanction of
the President by today.

MR. CHAIRMAN: It is not for the
Secretariat to point out. It iz clear
if any Member who moves the amend«
ment also knows that Article 117(a)
and 274(1) require the recommends-
tion of the President in such amend~
ments. Since this hag not been recei-
ved | cannot allow them to be moved,
So far as the point concerning ‘power’
ig 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:
8Sir, let it go on record that only at
the request of Mr. Banerjee I am not
pressing for division.

MR. CHAIRMAN: The question
ise:

“That clause 13 stand part of the
BilL” -

The motion was adopted
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Clause 18 was added to the Bill.

Clause 14 (Distlosure of income in
cases of search and seizure),

SHRI ERASMO DE SEQUEIRA:
Sir, 1 beg to move:

Page 6, line 42,~—
omit “not” (1i7)

MR. CHAIRMAN, under clause 3(ii)
the benefit of the concessional rates
of tax ynder this voluntary disclosure
scheme are not gavailable to those
from whom merely a declaration or
return has been sought under Sec-
tion 139 or 148. Under Section 14
you allow the person whose docu-
ments have already been seized or
whose assets may have already been
geized to come forward with a declara-
tion and thepn you say that notwith-
standing the fact that his assels have
been gseized ang documents are al-
ready with the incomc-tax Depart-
ment he shall not be charged interest
and he shall not be charged penalty.
This, Sir, refers to 55 crores and 4,000
‘people we were talking about.

Mr. Salve was very quick to point
out that already in the Act, the Com-
missioner has got the power to waive
interest and penalty 71 am sure, no
Commissioner would have power cn-
ough to waive it in a case where
discloures have been made ag a result
of search and seizures, I would urge
the Government to accept this amend-
ment., What I am saying is that even
the power with the Commissioner
which he has got to waive penalty
and interest, should not Ye available
in this case because it ig only after
search and seizure that the income
is declared. Therefore, you are uti-
lising this Bill to bail him out I
would strongly urge upon the hon.
Minister to accept this amendment
and make #fhem pay interest and
penalty., Otherwise what we are
saying will be proved.
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PRANAB REUMAR MUKHERJEE:
The existing provision also gives &is-
cretion to the Commissioner. Wha-
ther the Commissioner uses hig dis~
cretionary power or not, it depends
upon the situation how much coopera-
tion is being provided to the tax
authorities to make assessment. This
provision has been enacted in the
normal laws to get maximum coopera-~
tion even after search and seizure.
Whatever we can provide to the asses-
sees ynder the normal laws, that much
benefit i being provided under the
scheme to those people whose accounts
have been seized. The difference bet-
Weepn ordinary declarants and this
type of declarants is that they are not
provided with concessional rate of
tax. They have to pay normal rate
of tax. Regarding immunity which is
being provided to other cases, it is
just being extended to thig kind of
declarantg Therefore, I am sorry in
not accepting thig amendment.

MR, CHAIRMAN: Now. I put
Amendment No. 17 to the vote of tha
House,

Amendment No. 17 waes 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 (Immunity from penalty
prosecution, etc., under certain Aects).

SHRI DINEN BHATTACHARYYA:
I beg to move:
Page 9, line 44—
omit “not” (18)

Page 9, line 48,—
omit “not” (19)
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Page 10,—
omit line 82 to 41 (20)

Page 10,—
omit lirtgs 32 to 41 ¢20)

Amendment No. 18 is in respect of
the immunities from penal'y, pro-
secution, ete. under certain acts whirh
have been extended to those who had
80 long concealed their income or
wealth. Here towards the end of this
page where it says ‘Gold shall not be
liable to confiscation’, my amendment
is delete ‘not’. Again, the person
making the declaration, Government
says shall not be liable to imposition
of any penalty. My amendment is
that 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,— here
also T had suggested omission of lines
32 to 41. 1 want the following por-
tion fo be omitted.

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

This is relevant, if the Government
is serious and really want to curb
ihe powers of the black money hol-
ders who have so long cheated the
people and the Government. Gov-
ernment should not hesitate to take
a positivie step, so that these people
may be taken to task even if they
hide their gold and other wealth. In
that case, they should not be permit-
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 want the lines 46 to 48 in suh-
clause (4) to be omitted. These lines
are as follows:

“The immunity provided under
sub-section (1) shall, in a case
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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 thig exemption. Why? 1 think
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, Daga had
put it appropriately. Sometimes these
people also help, They say this be-
cause they have to go back to their
constituency, Otherwise, what will
they tell the people? On the one hand,
Government are saying that they
will penalize anq take stringent meas
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 substatn-
tial part of the hidden wealth and
income were in the form of gold and
jewellery, As a result, if we wanted
to make the scheme a success, it was
necessary that immunities under these
provisions were extended to the de~
clarants. Therefore, this immunity is
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Dbeing provided, I have already sug-
gested to the hon, Member that if he
does pot want the gcheme, he will
have to reject thel scheme, in toto, He
cannot say that he will accept one
part of the scheme and reject the
other,

SHRI KRISHNA CHANDRA HAL-
DER: It js a funny argument,

SHRI PRANAB KUMAR MUKH-
ERJEE: It may be funny to you, Shri
Halder, 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, Xnowing fully
well that they negate the whole sche-
me jtself 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 will now put
amendment Nos. 18 19, 20 and 21 to
the vote of the House,

Amendments Nos. 18 to 21 were put
and negatived

MR, CHAIRMAN: The questiton is:
“That Clause 18 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 18, line 17,—for “25 per cent.”
substitute “50 per cent.” (3)
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Page 13, line 10,—for “40 per cent.”
substitute “80 per cemt.” (4)

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

Mr. Chairman, what I would like to
bring to the attention of the House is
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, &8s it has been
presented to the country and to the
House,

The higher rate of tax provided in
the Schedule is 60 per cent. 1 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 of
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
Eeparate assessment has been created
for the disclosure. Therefore it is
only the extent of disclosure that will
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 will 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 you
that every single person who has made

*Moved with the recommendation of 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
the source, He had to make a declara-
tion till December, So, even money
which he has earned after March he
ean disclose under the scheme, and
where he would have to pay 75 or 80
per cent he gets away with 60 per
cent. T do not know who the genius
was who designed thig scheme,

If Government felt that voluntary
disclosure was necessary, there were
80 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 ang kept
a separate assessment. You could
bhave 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 thig 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
echeme, These are facts 31 life,

It 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, let us
not run away from reality.
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If at any time Government feels
that a voluntary disclosure is requir-
ed, let them ensure that it is a dis-
tlosure which, whatever elge it may
fio, will give them the source of the
income that is disclosed, because
inus this it is nothing but an ex-
ercise which does not speak well for

any sincerity in stopping black
money,

SHRI PRANAB KUMAR MUKHER-
JEE: He has made genera]l 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 waes adopted,

The Schedule was added to the Bill

0

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 agnd
the Title were added to the Bill,

SHRI PRANAB KUMAR MUKH-
ERJEE: 1 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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Minister of Information and Broad-
casting saying the other day at an
exhibition, and I am quoting from
The Statesman’s report, that more had
been done in the past ten years than
in the last one thousand years 1n
India. A statement made in utter con-
tempt of all history and of common
sense. At least the Minister here has
not tried to make a song and a dance
about what he has done in regard to
his voluntary disclosure scheme, and
he has spoken in a manner which he
spoke something of a guilty consci-
ence in this regard.

There is no getting away from 1t
that vice has been rewarded and vir-
tue punished as has been made clear
so many times in different speeches
made. But I recall how a s'milar
piece of legislation in other times
could perhaps have evoked a much
Ionger discussion at much greater
depth than we have had an opportu-
nity 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 matter is good m parts, it
stinks 1n certain other parts, In so
far as he has got Rs. 200 crores and
odd into the treasury, he is very
welcome., But let him not run away
with the fact that he has been able to
take the capitalists. I say this because
we here today talk about socially
capitalists who are now in the very
good books of the Government, and
that is why, they been given a
rope long enough to hang the other
people in this country with not them-
selves, And this is the reason why
we are here suffering such a great
deal,

I once heard even a company,
which intluded some of the highest
in the land that the top man in the
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Birla hievarchy was not himself as ag
individusl an assessee of income tax,
Now, these sorts of tHings go for
egregiously for years and years and
yvears, even during the emergency,
you have the wherewithal to put
your foot down and collect all the
money you want. Look at Bombay
and Calcutta where money seemg to be
in the air, but money in the hands of
the rogues of creation. We can get
hold of that money, but you do
not, Now you come and say that
we have done a good job of it, I do
not mind the income tax people
having a bonanza, they had worked
hard enough to earn a little respite
I do not mind them a bonus. But they
have ag Sequeira has pointed out,
taken away the bonus from the com-
mon workers. But, of course, they
are welcome to have whatever bonan.
za, they want among themselves
Now, with the Ganga water, they
have purified the black money, Now.
the Minister was trying to shy away
from this discussion about the quan-
tum of black money in this country.
After all, the Wanchoo Committee
which was appointed by the Govern-
ment have calculated that black
money operations are about 20 per
cent of the gross national product.
If that is so, what is the percentage
of the money which he has collected”
How does he crow over the superi-
ority over the Mahavir Tyagi's dis-
closure idea and the later disclosure
matters, because if you look at this
point, there is hardly any time. But,
in 1951, they got Rs. 70 crores which
was ‘75 per cent of tha total national
income at that time, In 1965, disclosu-
res were m#de which accounted for
Rs. 197 crores which works out to one
per cent of the GNP Now what they
have would be much less than two per
cent of the national income. If that
is 80, there is nothing to crow over in
so far as his achievements are concer-
ned But I congratulate him because
he has been rather restrained in pre-
senting his proposition, You are look-
ing at the clock, And that is why, I
was only referring to what was said,
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a little while ago, by my friend, Mr.
Chandrappan. He gquoted XKar] Marx.
He, may be a persona non grata with
these pragmatic socialists,

(Interruptions)

who do not care for scientific so-
(Interruptions)

But, at least they care for, I hope,

the Mahabharata, there 1s a sloka

which points out how big money is
made.

7 faear acaaifor
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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
wyou do that, you cannot get big money.
This is what Karl Marx has said
in his historical chapter of Kapital
when he guoted a Frenchman called
JAugier who had said earlier,

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

But Karl Marx 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 capitatists
and to that tribe of men they are
making 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
we are a soft State, and we do not
know what to do in order to procecd
towards some kind of socialism. Ag
1 said earlier, may be this variety of
pragmatic socialism is something
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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.

SHR!I 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,
ihen the whole purpose of the scheme
goes and it will negative the entire
scheme. Therefore, he says, when
the Bill comeg up for discussion in
the House, we cannot even suggest an
amendment and the Minister cannot
even consider an amendment. What
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 gven consider them., That is
the attilude taken by the Govern=
ment,

They have in their wisdom promul-
gated an Ordinance which was ale
ready overdue, conceived of a scheme
and gave effect to it before the Par-
liament which is representative of the
people could cven make any sugges-
tion for its alteration. This is the way
they want the Parliament to functien
and they go on merrily with this
deliberate surrender to & gection of
the people.

The hon. Minister said, if I quote
the figures rightly, that about Rz, 700
crores of concealed income and wealth
has been gdisclosed and that the tax
realised is about Rs, 250 crotres. That
is including the wealth-tax. There-
fore, deducting the wealth-tax, it is
less than Rs. 250 crores or it is about
Rs. 240 crores that has been realised.
Hence, about Rs. 450 croreg of money
has heen legitimised, a3 Mr. Salve
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eaid, This hes gone into the channel
of national weslth. This has become
the white money, the purified money.
For what purpose will thig be utilised?
Is there any condition laid down in
this Bill or in the Ordinance? Are
we saying that this money should be
wutilised for nation-building activities,
for any public welfare scheme? No
provigion jg made,

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

With regard to Rs. 55 crores which
28 an amount of tax paid by these
4000 and odd assesseeg against whom
raids and seizures have been made,
who have been found out by the
efforts made by the Income-tax De-
partment, I want to say one thing.

1860 hrs.

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 linbilities! The officers of the
Depariment, with great efforts, found
out the sources of this money, but
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now you give these people a respite,
and these 4,000 people are now going
scot-free; the Department’s efforts g0
in vain, When Mr. Chandrappan was
stressing on that, when Mr. Sequeira
was stressing on that, this was the
rationale behind it. When the De-
partment makes efforty and succeeds,
the praise is not going to the Depart~
ment but to those persons who are
caught! Therefore, if we say that the
object is not really tackling the prob-
lem of black money which has eaten
into the vitals of the economy of thig
country but ig to give certain favour
or protection to a section of the peo-~
ple, then nobody can accuse us cof
trying to do something which will
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 tackle
the problem of black money, because,
it doeg not contain any proposal which
will gtop generation of black money.
There is no provision in this Bill which
does away with the evils which grip
the nation’s economy. Will this be-
come, like poverty ang Emergency, &
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 jtg roots, without being able
to stop the generation of black money,
how will this problem be solved? Wil2
you go on giving them an opportunity
every time to come out on their own,
disclose the hlack money, get a clear-~
ance from the Government and go
back with white money? 1Is this the
scheme? Therefore, I would like to
know from the hon. Minister whether
thig will be a periodical exercize.
There are people who know this: they
can go on doing this for five or tem
years; then Mr, Pranab Xumar
Mukberjee—] do not know whether
he will be there to pilot such a Bil}
or gomebody else will come; I wish
Mr. Pranab Kumar Mukherjee rises
to greater heights, he hag all my best
wishes—ar whosoever comes, if this
party goeg on ruling thig country and



281 Stet. Kesl. Dis. of
Vol. Dise. of Inc. &
Wealth Ords. & Bill

it thig system of administration con-
tinues, will again come with such a
favourable proposal and, therefore,
with little quid pro quo, this can be
achieved.

Therefore, the hon., Minister will
‘have to satisty us what really is the
object of this except to get money.
Is this the policy of this Government
that, somehow or other, more and
more laxes may be realised? Are
the meang important or not? Are you
satisfled only with this that somehow
more money has to be gathereq as
taxes? By making concessions to
capitalists ang black-marketeers, you
get Rs, 200 crores and you seem to be
very hatipy and you are patting your-
selves on the back thai you have done
a great job! You are giving them
better treatment because of this so-
called voluntary disclosure. By mere-
1y making this so-called voluntary
disclosure, they will become angels
from tomorrow and they will never
make any suppression or concealment
-of any income in future! Is there
any rationale behind it? You say that
you will bring them to the path of
eivic responsibility. Civie responsibi-
lity here ceases ag soon as they get
-away with a smaller amount of 1in-
come-tax, Where js the guarantee of
continued civic responsibility in
future? That is the point we want the
hon. Minister to answer. Where ig the
‘guarantee for that? What is the pro-
vision in the Bill that, in future, this
civic responsibility will continue?
Suddenly it hag dawned on the Gov-
ernment that 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
mnanner! This responsibility will be-
come g perennial feature in their
mental set-up and in their financial
aystem. Therefore, I would like to
know from the hon, Minister, firstly
what is going to be done with the
money which hag now become white
‘by reason of their good blessings.
Secondly, how do you wish to tackle
‘thig problem in future: have you got
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any proposalg to go on like this giv-
ing thig favour to gsuch 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 gociety and economy
of thig country to utilise money for
nation building purposes? Govern-
ment should gay that these are the
objectiveg and these are the priority
sectors and you must invest the
money. There are no such proposals.

You gay thai{ you have got this
extra money by way of a windfall
But are you going to give any relief
to the personsg in the Jowest income-
tax brackets? These people are al-
ready under the greatest of miseries
and difficulties. Small ¢raders and
otherg are within the income-tax net.
They cannot get out of the net; give
some relief to these people, and uti-
lise the money that 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 ig a prisoner of the
circumstances and situation; he can-
not say anything; he has g closed
mind, he ig not allowed to open it and
consider any proposals, good, bad or
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
(SHR! PRANAB KUMAR MUKHER-
JEE): Mr. Chairman, Sir, I am neither
a prisoner of circumstances, nor I have
a closed mind, because as I explained,
the purpose of this BiH is limited im
the sense that this ig just one of the
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wvarioug measures which the Govern-
‘ment have taken to unearth black
‘'money. 1 also mentioned in my intro-
ductory gpeech and later on while
replying to the debate that this is a
scheme which was in force from 8th
October to 31st Decembé¥, 1975 and
at the same time, other measures like
'pearchies, raids, surveyg etc, as they
eontinued in the past are continuing
“today. This iz not gomething isolated
~which has been brought before the
‘hon, Members, or it is out of the
context: this jS one of the measures
which we considered fit and which we
found advisable to apply at that par-
ticular moment because of the situs-
tion created by intensification of
searches and seizures. Therefore, the
hon. Members may have their honest
difference of opinion, whether that
was the appropriate time, or whether
those were the approriate measures,
or whether this is an appropriate piece
of legislation. We have our own
arguments and ] have tried to the best
of my gbilitie; to place our view-
points so far as this piece of legisla-
tion ig concerned

Mr Chairman, Sir, I would like to
submit most humbly that this is not
something which ig all-comprehensive.
The hon. Mr Chatterjee wanted to
know, why there is no provision in
the Bill about what wc are going to
do about the money which is being
channelised and which comeg to the
mainstream of the national economy.
It is not the fact that we have not
given any indication. Tn mv speech,
1 pointed out and I have given the
figures also that 5 per cent of the
disclosed income and 2} percent of
the disclosed wealth are to be invest-
ed in the Government securities which
are to be invested infer alia in the
priority sector llke glum clearance
and other social priority schemes.
Fherelore, this is not a fact that we
Have not given any information to the
Mouge. I said that I have given this
Sformation. * It may not be gufficient
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for you. Here, we have already
accepted that, We have a different
approach but at the game time you
cannot say that whatsoever I am say-
ing is inconsistent. It mgy be incon-
sistent with you, but it is very much
consistent with my line of argument.
1 do feel that the situation wag creat-
ed where we couldg unearth a percen~
tage of black money. I do not know
what js the quantum of the black
money which is operating. Mr.
Chairman, most humbly I refuse to
enter into that controversy whether
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 to what is the quantum of
black money operating in the country.
But it is a fact that it has been realis-
ed that quite g substantial amount-—
of the order of Rs. 1,500 crores in the
form of declared income, in the form
of declared wealth hag come in the
mainstream of the economy. In reply
to another supplementary question I
suggested that a substantial part of it
will go to the States, gs 80 per cent
of the 1ncome tax goes to the States
as a part of divisible pool. Therefore,
the States will have better and im-
proved ways and meang position. But
it would be really difficult for me to
indicate whether thig Rs, 470 crores
or whatever odd figurc Mr. Somnath
Chatterjee has quoted would come in
the mainstream and in what way it
will be invested.

One point I would like to suggest,
we make exercises in which way the
white money is being invested and
the investment policv of the country
is always to see that these are being
investeq in the priority sector. At
Jeast one expectation we may have,
because of the very nature of the
expenditure that the money which
comes in the mainstream of the eco-
nomy is not usuallv gpent on ostenta-
tious purposes. Those are invested in
a purposeful and meaningful manner.
Therefore, this much of expectatiarr
we may have the income and wealthr
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which has come in the mainstream of
the economy after being disclosed.

Another point he has mentioneq is
that we are not accepting any amend-
ment. Perhaps, he is very much
aware-—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.
If schemes like this are passed by
ordinance and the Government comes
forward and says if any alteration is
made, the whole gcheme falls through
the whole amending process comes to
naught. That is what I am gaying
that you come forward with a propo-~
sa] in the form of g Bill. As the hon.
Minister said repeatedly ‘I cannot
accept any amendment because that
will negative the entire scheme’, we
cannof put forward any amendments
because he cannot consider it.

SHRI PRANAB KUMAR MUKHER-
JEE: Az the hon. Member, who iz a
veteran Member of Parliament, is
aware, there are certain matter on
which hon, members can discuss but
they cannot change. 1f they change,
Government jg ultimately to resign.

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

MR, CHAIRMAN: I seek your pro-
tection.

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

MR, CHAIRMAN: Neither Mr Min-
istey alone nor the Opposition alone
ran 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
guestion does not arise. Please con-
tinue,

SHR] PRANAB KUMAR MUKHER-
JEE: I did not expect that tRig ques-
tion will be raised by a veteran
parliamentarian like Shri Somnath
Chatterjee. The whole exercise was
over by 3lst December. We have
accepted that scheme. It wag put into
operation by an prdinance ang after
that....

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: 1 do not think there was any
irrationality in ordinance because
Parliament was in Session and it was
in the month of October that the
ordinance was issued by the President
ang it was not in the month of Nov-
ember a< has been pointed out by
Shri Chatter)ee.

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

gaefy wgl%a w1 3
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The motion was adopted.

18.18 hrs

The Lok Sabha then adjourneg till
Elewen of the Clock on Tuesday,.
Jamuary 20, 1976/Pausa 30, 1897
(Saka).



