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The Lok Sabha re-assernbled after 
Lunch at Forty-seven Minutes past 

}'ourleen of the. Clock 
[MR. DEPUTY-SPEAKER in the Chair] 

DIRECT TAXES (AMENDMENT) 
BILL-Contd. 

MR. DEPUTY-SPEAKER: Shri 
Vas ant Sathe will continue his speech. 

SHRI VASANT SATHE (Akola): 
Sir, as I was saying yesterday, me 
whole object of this Bill is to try to 
develop the backward areas of this 
eountry. It is with that object that 
we have tried to bring this amend-
ment to the Income-tax Act. But this 
very object is likely to be defeat£1d by 
the half·hearted manner in which this 
Bill is being brought. When we arE' 
talking in terms of socialist economy 
or, for that matter, even a planned 
economy, we cannot accept the con-
tention of giving concessions to the 
monopoly capitalist class. In fact, tnis 
is against the very concept of plan-
ning. When we are talking in terms 
of a palnned economy or balanced re-
gional growth in the country, why 
should we say that the capitalist or 
monopolist or big industrial houses be 
given concoessions to be up industries in 
the backward area in the form of tax 
relief? But the position is that we 
are not having a really planned eco-
nomy, far less a socialist economy. 
let us accept that we have got a mixed 
economy where we have to tolerate 
the capitalist class. If that is the 
pc-sition, let us accept the position and 
do it whole_heartedlY. I do not un-
derstand why we should go step by 
step like a shy bride. 

Then, kindly see .proposed section 
BOHR. I am raising this point only 
with a view to encouraging industrtes 
to go to backward areas. Sub-sectIon 
(1) of new section BOHH reads thus: 

"Where the gross total income of 
and assesee includes any profits and 
gains derived from an industrial un-
dertaking, or the business of a hotel, 
to which this section applies, there 
shall, in accordance with and sub-
ject to the provisions of this sec-
tion, be allowed, in computing the 

total income of the assessee, a deduo •. 
. tion frOIIl such profits and gaiDs of' 
an amount equal to twenty per cent!: 
thereof .... 

So, all that is being dane is to, give a' 
20 per cent deduction hem profits and 
gains. 

Then, kindly see suh-section 2 of- the-
same section. It l!eaciS thus: 

"This sectiOn applies to any indus-
trial undertaking which fulfils all 
the following conditions, namely:-

0) it has begun or begins to 
manufacture or prod uce articles 
after the 31st day of December, 
1970 in any backward area 
specified in the list in the Eighth 
Schedule.". 

This means that this is being made ap-
plica ble to new industries only, Lat(!r 
on, in the proviso. and in the Expla-
nation, the basic object of this provi· 
sion is watered down by saying that 
if the new industr.y arises by transfer 
of an old industry, this provision will 
not apply. 

One of the basic principles of legis-
lation is that when we are making a 
law, whatever we want to say must 
be said by us in the main section. An 
explanation is required, only when 
something is required to be explamed 
in the main section. But one is not 
expected to take away what is 1l£0-
vided in the main section, by insert-
ing a proviso or an explanation. That 
would be a very bad method of legis-
lation and a very bad method of draft. 
ing. But that is precisely what is 
sought to be done in this section. The 
result will be that you cannot have 
any transfer of an existing unit from 
a concentrated area. At present. 
industries are being concentrated in 
Bombay, Calcutta or other pockets in 
this country almost to the point at 
saturatien. And there is talk in terms 
of expanding these cities further iv. 
the form of the twin city of Bombay 
and so on. Skyscrapers are going up 
in these towns, creating all sorts of 
modern problems of pollution eto. 
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which are plaguing these areas, a art 
froin the social and hygienic and 
moral problems. In this section, it is 
not being provided that an eDsting 
unit in Bombay or Calcutta can go 
to a backward area. In fact, it caD-
not go to a backward area, in the 
light of these provisions. That mean'l 
that the very object of the Bill is be-
ing defeated. Are we trying to deceive 
the people by this? In the budget, 
the Finance Minister had stated that 
they were doing so much for thp. 
ba~kward areas in the country, but it: 
the proviso, he is taking away the 
entire object and he is saying that an 
existing unit can either expand or go 
to any old area but not to a backwarcl 
area. Thereby, the very object of the 
Bill is being defeated. Therefore, I 
would submit that this Bill has not 
been well thought of and it has not 
been well conceived of. 

Now, kindly consider another as-
pect. Kindly see the Eighth Schedule 
which lists the backward areas. The 
Finance Minister said yesterday that 
this list had been selected on the basis 
of what the Planning Commission had 
decided as backward areas. 

I would submit that the criteria be-
fore the Planning Commission iol' 
giving certain facilities etc. for deve-
lopment of backward areas were alto-
gether different. For example, when 
you decide to develop a backward 
area like Bastar, which is a jungle 
area or a tribal area, you will have 
altogether different considerations of 
development, because in that area, in-
frastructure facilities have still to bp. 
developed. But when we are talking 
in terms of industries go to backward 
areas, can we expect any industry to 
go to any area where even basic in-
frastracture facilities like transport, 
communication, power and water are 
not available? Therefore, to take thes<, 
areas as backward areas in the light 
of what the Planning CoIIlIItission has 
said and to deny to the rest of the 
developed areas where infrastructure 
is there, such facilities, would be hIgh-
ly ridiculous and absUl'ed and will 

defeat the very objective. Except tor. 
the industrially developed pockets, as: 
I aaid earlier, concentrated pocketll-
like Bombay, Calcutta, Madras or lor 
that matter Bangalore or some lew· 
pockets like Delhi, the entire CQua-
try is a backward area industriall¥_ 
If we want balanced regional growth •. 
then these areas cannot be ignored. 
Let me give an example from my own 
constituency. Akola. It has rail and 
road connections, and it has power 
and water facilities, but it is not in· 
eluded in this list. Similarly, Nagpur 
is not included in the list. Even, 
Sholapur, Kolhapur and Sangli are 
not included in this list. Similarly, 
there are many other places that one 
can think of, which have not found a 
place here. 

SHRI VASANT SATHE: I do not-
know whether there are roads etc. in 
Morena. The only test of advance-
ment of Morena is that Mr. Kachwai 
comes from that place. 

I would submit that this entire 
Eighth Schedule needs to be changed. 
How can we have industrial growth 
with this type of Schedule? 

Then let us take the Ninth 
Schedule. The initial de~eciation 
which Government are trying to 
provide is for all the industries 
which are actually monopoly indus-
tries. Now, let us see the industries 
listed in this schedule. They are 
iron and steel (metal), lion-ferrous 
metals, ferro-alloys and special steels, 
sreel castings and forgings, thermal 
and hydro-power generation equip-
ment and so on. Are these indus-
tries going to be developed by small 
entreprenours? What encouragement 
are Government giving to the small 
entreprenours? 

Therefore, I would submit that the 
entire list of Industries in the· Nlath 
Schedule needs to. be changed. B~ 
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'where can these changes be made? 
Government have brought forward 
·the Bill today and they want to rush 
it through and they want to have it 
passed also. That was why yester-
o1iay my hon. friend Shri N. K. P. 
Salve suggested the reference of this 
Bill to a Select Committee. He said 
·that heavens would not fall if this 

'Bill was referred to a Select Com-
mittee. After all, in this Bill itself 
there is a provision which says tha t 
this Bill would come into force, 
~specially section 88HH from April, 
1974. If that be so, why not refer 
·this Bill to a Select Committee and 
"ask them to report only on those 
'Portions of the Bill where changes 
.cue required, especially these two 
provisions? We can refer this Bill 
"to a Select Committee with instruc-
1ions to report by the first week of 
the budget session, so that we could 
have the Bill as reported by the 
Select Committee in March and pass 
H also if we want. That is possible. 
Apart from drafting errors, the basic 
things which are lackin:g in this Bill 
and the lacunae to which I have 
made a pointed reference could also 
be corrected fully. But today they 
,cannot be corrected. 

I would submit that let not the 
bon. Minister make it a prestige 
issue. Whose prestige is involved in 
this? As the hon. Minister of 
Finance himself has said, this is a 
revolutionary step that he wants to 
take industries to the backward 
areas in order to develop them. Let 
it be a real effort in content and not 
only an eye-wash. I have to use any 
strong words, but if Government 
were to insist on rushing through this 
Bill in the House, we would only be 
-deceiving ourselves and the people. 

This is not a party issue at all. I 
think that all reasonable persons in 
this House will agree that this Bill 
needs a thorough second look, and. 
therefore, it 'should be referred to a 

'Sf'lect Committee .. 

. SHRI SEZHIYAN (Kumbrakonam): 
As far as I remember. during the past 
21 years, of Parliament, this House 
had at no point of time been seized 
of this peculiar situation of being 
asked to consider two amunding Bills 
on taxation laws in such a quick 
succession. One Bill had been intro-
duced in the month of May and 
another Bill had come forward in the 
month of August. This is the state 
of affairs now. Yesterday, my hon:. 
friend Shri Salve who is presiding 
eminently over the Selection Com-
mittee on the Taxation Laws 
(Amendment) Bill which is yet to 
submit its report. described in an ex-
pert and graphic way how baffling 
how confusing and how complex the 
tax laws are becoming, and how 
they were being tampered with at 
the slightest provocation. Since I 
am not an expert in taxation laws, I 
can only quote before the House the 
opinions of some experts to point out 
how the Indian Income-tax Act has 
been tampered with all these years. 
This is what the Law Commission' 
had to say in their Twelfth Report 
when they were asked to give their 
report on the amendments to the In-
come-tax Act, 1922. In the very 
opening sentence of their report, 
they said: 

"There is hardly any Act on the 
Indian statute-book which is so 
complicated, so illogical in its 
arrangement, and in some respects 
So obscure as the Indian Income-
tax Act." 

Then, they have said that: 

"The hopeless confusion into 
which the Income-tax law has 
fallen is mainly due to precipitate 
and continuous tinkering with the 
Act by the legislature.". 

Proceeding further, they say: 

"Stability is most essential to the 
proper administration of a taxing 
statute, and if the tax structure of 
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this country is' to ,be put on a 

,sound fotting, it is essential that a 
halt should be called to the making 
of ill-digested amendments in a 

. frenzy of hurry which has charact-
erised the history of income-tax 
law of the last few years". 

I do not know whether Mr. Chavan 
will agree with me when I say this, 
because I am not an expert, but I 
feel that those persons were consi-
dered as competent in those days. 
Persons of the statute cf Shri M. C. 
Setalvad, Shri M. C. Chagla, Shri K. N. 
Wanchoo, Shri p. Satyanarayana 
Rao, Shri V. K. T. Chari, Shri S. M. 
Sikri, Shri G. S. Pathak and 
Shri N. K. Palkhivala have prepared 
the model Bill, and that was adopted. 
After going through the Select 
Committee, that was adopted. The 
Bill was introduced in this House 
first and then the Report of the 
Select Committee was given in 
August or September, 1961. The 
then Finance Minister said that 
Government had then come to a 
stage where they h.ad stablised tax 
laws and for five years they would not 
have to amend any part of it. Such 
was the impression created when the 
Act of 1961 was passed. I can say 
that that Act has been taken as a 
mode I Act in some other countries. 
Specially in' Malaysia, when I had 
been there, they told me that they 
had taken it as a model Act. But 
what has happened in our own 
country? By 1967, 400 amendments 
had come to be introduced. In 1970, 
when I was in the PAC, we had 
counted as many as 600 amendments. 
Yesterday, Shri Salve had said that 
900 amendmeJats had been introduced. 
I do not know how manv more 
amendments are going to crowd the 
Act already bulging to cracking point. 
The entire Act has been tampered 
with beyond recognition. Take, for 
example, section 80. There was only 
one section in 1961. But now we find 
that sections 80A, 80B, 80C, 80D, and 
SOE, are there, and sometimE's we 
have letters MM, QQ and so on until 
we exhaust all the 26 letters of the 
English alphabet; I thin'k in section 

280, we have exhausted all the 
letters of the alphabet from A to Z, 
and then we have ZA, ZB, ZC, ZD 
and ZE, and thus altogether 31 such 
amendments have been introduced . 
I think section 280 deals with 
annuity; those provisions might have 
been introduced as part of a separate 
Bill itself. All extraneous matters 
are being ploughed into the Income-
tax Act, so much so that the Act has 
changed beyond all recognition. 

So, even after ten years, we are 
still in the same old pitiable position 
that a complex law, even according 
to an expert like Mr. Salve, has 
become more complex and compli-
cated that one could not make out 
what it means. 

Yesterday, I had moved a motion 
to refer this Bill to a Select Com-
mittee, I wanted this Bill to be re-
ferred to the same Select Committee 
which is now considering the Taxa-
tion Laws (Amendment) Bill, but 
technically I could not do that. As a 
person who believes in party-disci-
pline, I could not include the 
Members from the other side in the 
list of Members for the Select Com-
mittee, because I know that they 
have to take the permission of thelE 
Chief Whip first and I have to state 
in the notice of my motion also that 
I have taken their consent before-
hand. That was why I could not 
mention the names of Members from 
the other side. So, the fact that I 
have not included their names does 
not mean that I wanted to exclude 
Members from the other side. As I 
said earlier, my preference will be to 
refer this Bill to the same Select 
Committee which is considering the 
Taxation Laws (Amendment) Bill. 

Yesterday, an impression was 
given by the Finance Minister, 
Mr. Chavan, when he said even the 
provisions struck down by Supreme 
Court would have been approvcd by 
same Select Committee; his point is 
that a Selec,t Committe~ does not 
alter the course of 1egislatio'n and the 
Court's judgment in any way. As 
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rightly said by Mr. Salve, we are not 
the presiding deities to give finality to 
anything. We can only help. If 
they have consciously gone through 
the deliberations of the Committees, 
if they feel that the Committees have 
not helped them to a certain extent 
to minimise the loopholes, I for one 
would request the Treasury Benches 
not to put any Select Committee in 
future. There is no pleasure to 
work in any Select Committee for a 
man like me who does not know 
anything about the Income-tax law 
nor pay income-tax to a huge order. 
We ha'l"e taken much care to go 
through all clauses of the Bill to un-
derstand them and to help the Com-
mittee. If an unsympathetic impres-
sion is created on the Treasury 
Benches, I for one would request 
them implore them, not to put any 
Select Committee in future. It is 
going to save much preCious time of 
the Finance Minister and the pre-
cious time of the officials. Our time 
is not sO precious, I concede. Even 
if the House wants, we can dispense 
with 3-hour discussion on the Bill. 
They have got a huge maj~rity; they 
can put it to vote and pass It. If you 
want to work in that way, you can 
do it. 

The basic question that has to be 
decided is whether they believe in 
sending the Bills to a Select Com-
mittee. In 3 hours, we cannot dis-
cuss all the points. 

Now, I would like to invite your 
attention to the Report of the 
Administrative Reforms Commission. 
This IS what the have given in thick 
letters. It says: 

''When in future any amendment 
is proposed to the Income-Tax Act, 
it should be done only after a care-

'fuI survey of the total effect of the 
"amendment and after considering 
carefully the need for carrying out 

"the amendment. No amendment 
should be proposed merely to get 

(Arndt.) Bill 
round an adverae decision of the-
Supreme Court or a High Court. 
Further whenever amendment are-
considered necessary, they should 
not be proposed through the-
Finance Bill because the Finance 
Bill is not referred to the Select 
Committee and the Members of 
Parliament do not have adequate 
opportunity of studing the various 
provisions. All amendments, in 
future it is suggested should be 
carried only through a separate-
Direct Taxes Amending Bill." 

They themselves felt and gave 
some credence to the ability and the 
competence of the Members to func-
tion" in a Select Committee and 
suggest some amendments here and 
there. I do not know why this has 
been ago-by. I do not know what 
is so important that they could not 
wait because most of the provisions 
are in the form Of concessions. 
Can't they wait? Anyway. they are 
going to implement it from 1st April, 
1974. Why not they wait till the 
first week of next session? 

I wanted this Bill to go to the same 
Select Committee which is consider-
ing the Taxation Laws Amendment 
Bill-not that I am there; I am only 
an insignificant part there--because 
they are considering a Bill where 
most of the clauses of this BiU are 
being dealt by them. This Bill too" 
might have been attended to by the 
same Select Committee. One peculiar 
thing about the present Direct Taxes 
(Amendment) Bill is that the objec-
tives are individualised whereas :n 
the Taxation Laws (Amendment) 
they are general. As rightly pointed 
out by Mr. Salve. out of seven objec-
tives of the Bill, except the one where 
the Supremrl Court judi(ment is re-
ferred, all the others could have,been 
taken care of by the Taxa"tion Laws 
Amendment Bill. 

I concede that the Supreme Court 
judgment has, naturally, affected "tre 
penalties that are to be levied, be-
cause the Supreme Court Judgment, 
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,as already pointed out, took the tax 
lia1)ility occuring ina single case as 
·distinct from the tax payable. The 
Finance Minister also rightly said that 
there will be many cases where the 
penality has been levied on the basis 
of the interpretation of the Depart-
ment. 

I concede all these things. But my 
.simple question is, when did the Sup-
reme Court judgment come. It came 
on the 29th- January, 1973. The Ta-
xation Laws (Amendment) Bill was 
introduced in this House in May 1973. 
If the Department had felt so urgent, 
if they had been agitated over an is-
.sue that had been decided by the 
Supreme Court in the month of Jan-
uary, why did they not get it inclu-
ded in the Bill that was brought for-
ward in the House in the month of 
May? Why did they wait till 
August? It is something' which is 
beyond my comprehension'. 

I would point out another thing. 
Because of the hurry with which the 
.Department is proceeding, they are 
·creating confusion. Things are 
.already complicated and they are 
making them still worse. The state-
ment made by the Finance Minister 
was a written statement. It should 
have been very carefully prepared. 
There he has said: 

"For this purpose, the expression 
'the tax' has consistently been con-
strued by the income-tax depart-
ment to mean the fax determined 
on the basis of assessment 88 re-
dUCed by the tax, if any, deducted 
at source or paid in' advance." 

This was not what was argued be-
fore the Supreme Court. I have got 
a COpy tlf the Supreme Court jUg-
ment. There they have argued in a 
different way. He has read a state-
'ment which was wrongly prepared. 
1n the Supreme Court judgement it 
'h811 been said clearly: 

"They further urged that, if the 
interpretation placed by the Reve-
lMIe on section 2'11 (1) (a) (i) is 

accepted as correct, the result would 
be that the advance tax paid or 
taxes deducted at source cannot be 
taken into consideration in deter_ 
mining the penalty payable." 

Therefore, it has been argued before 
the Supreme Court in the other way. 
But a different interpretation has been 
given te the House. If anybody else 
had made that statement, I would 
have said that he was trying to mis-
lead the House deliberately. Why 
I am pointing this out is because their 
trying to push through the legislation 
in a hurry is not correct. 

It may be said that there is urgency 
as the ad vance tax has to be calculat-
ed and aU that. According to section 
210, which controls advance tax, the 
payment may be made in instalments 
on the 15th June, the second on the 
15th September and the third on the 
15th December and the demand notke 
should have been sent earlier to 15th 
June. Therefore, it is not going to 
alter the pOSition if this is referred to 
the Select Committee now. 

Regarding the development rebate, 
in section 33 of the income-tax Act 
it is defined. In his 1971 budget 
speech-it was presented by Mr. 
Chavan in the month of may-he had 
said: 

"The practice of offering a deve-
lopment rebate in respect of new 
investment has had, I feel, a full 
play. I am accordingly serving 
the required notice that no develop-
mental rebate will be allowed 01\ 
ships acquired or machinery or 
plant installed after May 31, 1974. 
Whatever the revenue implications 
of this step-and they are sizeable-
will be fully revealed only after 
1974-75, i.e., from the Fifth Plan 
period onwards. But I shall con-
sider myself amply rewarded if 
advaace notice of this ~ 
quickens the pace Of investment in 
the remaining period of the Fourth 
Plan." 
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I would like to know, since making 

this statement in 1971, what has hap-
pened to change the view of the Go-
vernment. Why the development 
rebates which they announced will 
be withdrawn in 1974, why are they 
trying to introduce them in a sur-
reptious way? ..... 

MR. D1<.:PUTY-SPEAKER: You have 
made the point that they should !:Je 
mOre carefully looked into. 

SHRI SEZHIYAN: If you see the 
Ninth Schedule, they have given vari-
ous items without any rationale. With 
the point raised by Mr. Sathe, I fully 
agree, that the generalised way of the 
items mentioned there will open the 
floodgate~ for big industrialists to 
take undue and exorbitant exemp-
tions not thought of or visualised by 
us. In the present Schedule, for ex-
ample, they have put 'Industrial and 
agricultural machinery'. The term 

. 'Industrial machinery' is a very wide 
one. It can include any type of in-
dustrial machinery. But if you look 
at the Fifth Schedule of the present 
Act you will find many of the things 
including 'the Industrial Machinery' 
defined in a very precise way. Fur-
ther in: the present Schedule they 
have put 'Commercial vehicles' 
whereas in the Fifth Schedule it 
was 'Trucks and buses'. Again, 
the Schedule includes 'Ships an~ 
Aircraft' whereas if you take 
clause 3 (a) of the Bill it has been 
giVen ~n the case of a new ship or 
~ew aircraft acquired after the 31st 
day of May 1974 .. · .. It has not been 
,given. out whether the acquired ship 
9f: . .the !li,craft is to be built in India 
pr abro~d. In the case of the manu-
factUre of' a ship or aircraft in India, 
i;.--~lI1,alT)ount to giving initial' de-
W""ciatio,nto be available both to the 
manuf<lcturer and the, purchaser 
Q)1ly for these two items. Very many 
19opholes, and, lacunae are .there 
'l'h.icl). : I ,feel shoutd be looked' into 
jn dF,p~h, and earnestness. I think in 
fli)l.lN\lg Qth",r c;lauses also they have 
.nof' (i!v.en the same judgement and 
,~I,SI,riti :wit4 which they should have 
dCine them. ' 

"; .. 
Therefore, my last plea is that. 

even at this last stage, we should 
refer this to a Select Committee; 
otherwise, they have the majority 
and they can get it passed. 

SHRI H. M. PATEL (Dhandhuka): 
I am grateful to you for having called 
me ROW. 

have only two observatiOn> to 
make and they relate to the points 
which have been made, made very 
forcefully and very comprehensively 
by the speaker who just sat down and 
Mr, Salve. yesterday. and t.hat is that 
this Bill ought to have been referred 
to a Select Committee. 

This is a Bill of considerablE im-
portance. It may contain only a few 
clauses, but their implications are' 
grave and they do impinge upon the 
work that has been entrusted to the' 
Select Committee on Taxation Laws 
Amendment Bill which. is supposed to 
be a comprehensive Bill, and there-
fore, to bypass the work of that 
Committee and to bring in a Bill now 
could be justified only if there were' 
overwhelming grounds for saying that 
if this was not done, tremendous 
harm would ensue to the exchequer. 
There is absolutely no warrar.: for 
holding that view. I do not think that' 
the Finance- Minister would even en-
deavour to put. forward thnt pIes. 
Then, if' they want the Sele<;t Gom-
mitte'l to report on these particular 
provisions these particular clauses 
ahead of tlje re~t of the Bill. }hat 
could easily be done by the Se1ect 
Commjttee which is de.aling w,it~ 'the 
law comprehensively. I thInk the 
arguments that hav~ already p~ 
advanced by'my friend, Mr. Sezt>t~!w 
which I \io ·.pot wish. to repea1.., do 
.show ihat in J.Uatters, relating, to ~, ... ~
·tion. it' is better to take mQI:e, '~'I 
~athcr than lesstin1e to think,' tCl ,ii.~:e 
yourself.u.ii,l.~ ,to ensl,l,~grEOater, f,>r,~ 
cision rather than J~s.', " ." 

The il1).plications of.. e,very .l>tlctiOD' 
~hould l>e ~t?hs,icier~ \y,lth grea,t.,f.~re
tulness. , ,Of .. "course;. the, Fmahce 

, ' ,.' "'~ .. ,.' '}-' ::~) ,,~ .. 
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Minister would turn round-and I can 
see Mr. Ganesh there doing precisely 
that-and say. 'We have given plenty 
of time and week, of delibe~ations 
have pl:eceded this Bill.' That may 
be. Nevertheless. there is always 
another point of view and in fact. the 
practice of referring import~nt Bills 
and complicated matters to a Select 
Committee is a very sound procedure 
of this House. I do not agree with my 
friend, Mr. Sezhiyan when he says, 
"We have nothing to do with a Select 
Committee if you are not prepared to 
nmke proper use of them." lie says 
that through a feeling 'Of sheer frus-
traUon. I do not think that there 
should be any question of ~l!owing 
frustration to have any weight with 
us. Such matters must be referred. 
must be inveriably referred to Select 
Committe'es. 

There is a growing tendency for the 
Government to avoid. to bypass Select 
Committees. By all means see to it 
that the Select Committees report 
promptly, Fix a time within which 
they may report. but reference to 
the Select Committee ensures that 
every point of view is giV'en the 
fullest consideration, may be not by 
experts but by public servants who 
have learnt to weigh eVidence. Evi_ 
dence, is led before them, and thEIY 
are guided by the experts of the 
Ministry concerned, and, tiJerefore, 
their recommendatiol'ls always help 
in iII!Proving the Bill which is brought 
forward by Government. I do not 
think that experience would enable 
anybody to challenge this statement. 
ATlJ, BiU that emerges from a Select 
Committee is invariablY ;In improved 
Bi,ll. 

The Finance Millister was a tittie 
unkind ye$terday. unfair, I would say, 
rather than unkind. when he, said 
'Why did the Select Committee' not: 
draft the original Act properly?',. No, 
on~ . should know better than ,', the 
Finance MiniSter himself that dramng. 
is,,iip busi.n;ess and no, functiQn of a, 
S~lF~t Comp,:ittee, but ,.it is ".O~Q~AI 

else's function. The function of tne 
Select Committee IS to see that the 
provisions of the Bill referff,:! to them 
fulfil the objectives for whiCh that 
Bill has been drawn and to advise lhe 
draftsman from the Law Mini~try ac-
cordingly. This was the only major 
point that I wished to make, I 
could speak on other points also, bu. 
r do not wish to abuse your kindness. 
Otherwise. I would point out that the 
clauses themselves are a150 very 
defective. If these go through as they 
are, it can only mean that further 
amendments will be necessarY, and, 
almost in the immediate future. and 
some of them will have to be made, 
by the Taxation Laws Amendment 
Bill Select Commitl'ee which ha~ been 
appointed to consider that BllL Shri 
Salve was quite right in saying that 
if the Finance Ministry could wait 
for 12 years for a decision on the' 
basis of which they are now coming 
forward with this Bill, waiting for 
two months would not mean any 
excessive pt'-iod of waiting, and the· 
result would be undoubtedly advan-
tageous not only for the Finance· 
Ministry but also for the country et. 
large. 

SHRI BHAGWAT JHA AZAD. 
(Bhagalpur): As usual, this Bill has. 
got laudable objects, but as usual, 
t)lis Bill has also got the same old 
blu!).t tools with which it wants to-
achieve those laudable o\!)jects. After 
serving on a Select Committee on a 
taxation Bill. I am a little wiser. 
Before that, I used to think thMt in 
regard to taxation laws, it could be' 
safely said that ignorance was bliss. 
So long as ,y()udo not know about it .. 
you are very happy. But Ule l1lOment. 
YoU go d(tep into it, you realise ~w. 
complex are the tax laws of Ir.if, 
country" Tax,tion law is complexit,. 
~rapped in" complex at least, in thlfl 
co/Wtry named India. After having, 
served on that Select Committee ana 
altj!F s~ein,- U: I a.m ,.tamptedngt to 
speak anyt!li..Qg ataH Bnd I wanted ·Ifl ... 
ril/lft;ain ,trom" ,!!peaking. Bu~ J t.eJ.. 
thllt tbOf!1¥\O: O\l!lht to be ,ffe~,; 
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are not really the persons who would 
be affected, because they will get 

away somehow they know a hundred 
and one ways of getting away with 

.assistance from retired officers. from 
the best known lawyers in this coun-
try. income-tax practitioners, and 
many other persons. But what sbout 
those persons on whom this will fall 
:unknowingly? That is why I am 
tempted to comment on this Eill and 
say that whereas the objects are very 
laudable, the sections which are to be 
implemented will not achieve what 
they want to achieve and what we 
want to achieve. 

'Take, for example, clause 13. It 
took twelve yeurs, almost one yuga, 
(me might say, for the Income-tax 
Department to bring forward the 
amendment, and that too, after it 

'Was pointed out by the Supreme Court 
that the law was faulty. I do not 

.know how the law could be so brazenly 
faulty. I am not an expert in legal 
language. The point is simple that 
one who submits a late return, if he 
gives his assessment or a provisional 
:assessment, should be taxed on the 
·whole. But the Supreme Court has 
-said that due to the faulty law, if he 
has to pay tax on Rs. 1 lakh, he would 
:have to pay only on Rs. 10,000 be-
cause he has already given RI. 90,000 
in his provisional or self-assessment. 
This is something wonderful. Ac-
:tually, that person should have been 
'punished and penalised on. the whole 
. of the one lakh of rupees, but as t11e 
law was drafted, he could be taxed 

·only on Rs. 10,000. It took twelve 
:3"I!IIl"S for the experts from the De-
partment to understand this. ~ 
-they realised the mistake, what haa 
:tlle Department done? They say that 
·they would give retrospective effect 
from 1st April, 1962. But they II8Y 
that those who went to the Suprt.oJ:le 
Court would not be under tbe pur-

view of tlils. Why? Because t1iey 
were poor pef80D8' They had lOt 

a big baI to go to the Supreme .Court, 

and they could bamboozle the Depart-
ment and the Government, and, there-
fore, in this Bill it has been said that 
they would be excluded. But for 
everybody else, the Bill would have 
retrospective effect, not for those poor 
persons, very poor persons. v'egetable 
wallas, tel-walIas, oilwallas, etc. who 
went to the Supreme Court. I want 
to know from Mr. Ganesh who are 
those persons who will benefit by thi~ 
exception. Why should they be given 
this exception? Does he mean to say 
that if I do not submit my return 
for four years and then I go to the 
Supreme Court because I have big 
money, I shall be excluded from the 
retrospective operation of this provi-
sion? Does he mean to say thHt the 
vegetable oilwallas, the oilwallas, 
and the cotton wallas and the com-
mercial vehicle wallas will be ex-
cluded and they will be benefited? I 
want to know the rationale behind 
this provision. Are they really poor 
lIlersons? Therefore, I would urge that 
this should be given retrospective 
effect in respect of all persons with-
out any exclusion. I want to kn'Ow 
who are the persons who 'are going 
to be benefited by this exclusion. 

After 12 years, they have brought 
forward this amendment. Every year, 
they are bringing forward some Bill 
or the other, to justify their exis-
tf;Ilce. We do not quite understand 
what the law is, because it is a jungle 
of tax }Qws in this country. Why 
should there not have been a com-
prehensive Bill? Why are (i()vern-
men! bringing forward this piece-
meal measure? 1 think Shri Patel 
was right in asking why a compre-
hensive Bill should not have been 
brought forward. Already, one Bill 
has been referred to tM Select 
Committee, the Bill which sought \0 
unearth black money and so on. T 
do not wtIllt to comment on that at 

this s'talle. After the report Of the 
Select Committee t. submitted, I shall 
have occasion to apeak aboUt it. But 
this legislation which has been 
bl'OUlht forward is a wonderful pleee 
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of legislation by the Government, by 
the Finance Minister, by Shri Ganesh 
and by the Finance Ministry. 

I now come to clauses 3 and 4 
dealing with initial depreciation 
allowance of 20 per cent. here, I would 
like to seek one clarification. It is 
provided here that if in the first year, 
the industry makes a loss but 111 the 
subsequent year it makes a profit, the 
depreciation allowance would be 

allowed. But suppose the industry 
makes a loss for two cunsecutivt 
years, will the person have the bene· 
fit in the third year when he makes 
this profit and will he be entitled to 
ded uct this 20 per cent from his profit 
during that third year. Would he 
be given this benefit of deduction il, 
the third year, or is it the intention 
that he would be entitled to make this 
deduction of 20 per cent only during 
the first two years, whether he makes 
a profit or a loss. That is an imp(lr-
tast point which should be clarified. 

Then, I cOme to another very im-
portant 'lind wonderful piece of thIS 
legislation, namely the Ninth SchE>-' 
dule. Let us see the industries which 
have been listed in this Schedule. 
Are these really the industrie. whiCh 
need this depreciation allowance? 
The industries listed are: icon anJ 

steel (metal), non-ferrous metals, 
ferro-alloys and special steels, stee; 
castings and forgings etc. Then, we 
have soda ash, caustic soda, tyres 
and tubes, sugar, vegetable oils, cotton 
and jute textiles and cement. I shall 
read these names in another way; the 
names are: Jain, Bharat Ram, Tata, 
Lalchand Kilachand, Narang, Modi, 
Birla and Somani. I am (lnly re.ad-
ing the list in that order. 

Yesterday, my hon. friend Prof. 
Madhu Dandavate had put a question 
in this House regarding the fact that 
the Monopolies Commission by a 
majority judgment had allowed the 
soda ash case to be exclud<!d from 
the restrictions under the MRTP Act 
and allowed monopoly expansion. 
But I congratulate that gentleman 
Mr. Paranjpe, who had given 11 dis-
2100 LS-9 

senting judgment. I want I"J know 
from Mr. Ganesh whether soda 
ash, I mean Jain, caustic soda, 1 mean 
Bharal Ram, commercial vehicle. I 
mean Tatas, tyres and tubes by which 
I mean Lalchand Kilachand, sugar by 
which I mean Narangs, vegetable oils 
by which I mean Modis, cotton by 
which I mean Birlas and cement by 
which I mean Somanis are all very 
poor persons. They are vuy smail 
industries, very poor fellows! They 
must have depreciation. They are not 
monopolistic! This is the Ninth 
Schedule. I want to know from my 
hon. friend, Shri Ganesh, what is the 
rationale behind this list. Why do 
you want to give the concession of 
depreciation to them? Are they poor? 
Are they not rich enough? Are they 
not monopolistic in this country? 
What is the rationale? 

I want to 'lIsk Shri Ganesh. Coming 
from Andaman and Nicobar Islands 
why has he forgotten his part of the' 
country where he has only one indus-
try, the wood industry, timber indlLS-
try? Why does he forget the saw 
mills? Why not allow the small man 
to go there and if he does, why not 
give him depreciation allowance? 

I am sure my district whkh is in-
cluded in this list of backw'llrd 
districts, Bhagalpur and Santhal Par-
ganas, will never have these big pcr-
S'Ons. Nor do I want them there. 
God save us from these peopk. Let 
them be in Jamshedpur. But give 
me small industries. 

That is why I plead: SCl'tp this 
Ninth Schedule, the Soda ash-wnllas. 
the Birlas, Dalmias and Goenlms. 
Put into this list rationality, the 
rationality of the small entrepreneur. 
who will go to the backward areas, 
like Bhagafpur and Santhal Parganas 
and who will put up small industries 
there. Give them depreciatioll. We 
do not want the big sharks mention-
ed in this list. I want to understand 
what is the rationale behind this list. 

Of course, there is benefit of doubt 
as regards the public seclor. As 
regards the public sector, I have beC 
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a blind supporter. But I am now 
revising my opinion on many aspects 
and policies. 

As regards the clause concerning 
the backward areas, in the beginning 
I would say that the list given is 
faulty. I am referring to Bihar men-
tioned in the Eighth Schedule. In 
Bihar, there is now no district of 
Champaran. It is split into three 
parts. Then take the DarlJhanga 
district or the Saran district. There 
is no Saran district. Darbhanga is 
split up. So yoU must amend it 
accordingly, because they do net exid 
as they have been listed because there 
are three more districts. Therefore, 
this is faulty. Please amend the 
whole list. These districts do not 
exist. There are new babies born out 
of the old ones. Therefure, kindly 
take note of that. 

Then I would ask: do you really 
want the backward areas to be deve-
loped? Do you want industri€s to 
go there? If you do, then kindly 
overhaul the whole Ninth ScheduJ.e. 
I am sure the soda ash-waHas will 
never go to the backward areas. I am 
positive about that. Therefore, ~ive 

me a saw mill, give me small entre-
preneurs who will /1.0 there with 
infra-structure. The big people who 
will only travel by plane with their 
bags full of black money will never 
come to these areas. Therefore, I 
would request you to amend this Sche-
dule and give the sma!] entrepreneurs 
a chance. 

Then I C'Ome to the deduction of 20 
per cent in regard to profit. Initialiy, 
the Azad of old did not believe much 
in profit, but now I think I am a 
wiser man, a reactionary man, if you 
like .... 

MR. DEPUTY-SPEAKER: Is he a 
reactionary? 

SHRr BHAGWAT JHA AZAD: 
There lire many progressives on the 
left and right side. The Azad of 1952 
was difl'er'!nt from the Azad of today. 

MR. DEPUTY-SPEAKER: I thill'k 
your vocabulary is changing. 

SHRl BHAGWAT JHA AZAD: 
That is a good thing. What you have 
said gives me consolation. 

I want to understand this. You 
have given 20 per cent deduction out 
of prOfit. Okay. Now, I wouid not 
opposed it. Please make it 25 per 
cent or 50 per cent. But I W<lIlt to 
understand this. After this Bill is 
enacted into law and after giving 
this deducti'On of 20 per cen\ have 
you get any assessment, any project 
in your Ministry to tell us that thel'e 
will be definitely an improven'ent of 
the backward areas? On wha: basis, 
have yOU decided on this 20 per cent 
deduction in profit for five years with 
a view to help them? You may make 
it ten years. If you give me that 
assurance, I will say 'all right', but 
before I give my assent to this, I 
would like to know that you have 
assessed that on the basis of 20 per 
cent to be given to my districts of 
BhagaJpur and SanthaJ Parganas or 
the district of Champaran or the 
district of Akola which is not there 
but may be there, the small man will 
be -encouraged to go there, and put up 
industries in those backward areas. 
Or is it that just under pressure, you 
have come with this Bill? You have 
come with this 20 per cent after 
twelve years. You have become wiser 
about yOllr tax laws after the Supreme 
Court gave its judgment. But you 
may find that none Of thOSe fools has 
gone there. Then we will know who 
will be the greater fool. Therefore, I 
want to know what is the assessment 
of Government on this. 

Therefore, on these grounds :t is 
very important that this Bill should 
go to the Select Committee. It should 
go to the Select Committee on these 
points. I am very sorry that the 
objectives laid d'Own in the Bill will 
not be achieved by the clauses and 
the amendments that are there, and 
more so because, as I said, we have 
grown a little wiser after serving in 



:261 Direct Taxes 
(Arndt.) Bill 

KARTIKA 23, 1895 (SAKA) Direct Taxes 

the several Select Committees, we 
felt that this piecemeal legislation by 
the Government on tax law3 every 
year ill not proper. Nobody knows 
what is the ABC or the XYZ of these 
Jaws, and all innocents who want 
really to pay are caught, and the big 
.sharks who want to get away are 
getting away. Therefore, I suggest 
that while referring the Bill to the 
Select Committee, they should make 
one more good attempt, which you 
are promising to have, at brillging a 
comprehensive measure before the 
House and simplify the tax laws. I 
am prepared to concede that if you do 
not want to put the tax at 98 per cent 
it may be put at 75 per cent in the 
highest slab, but please do it and 
have the maximum tax arrears 
cleared. 

SHRI S. R. DAMANI (Sholapur): 
Mr. Deputy·Speaker, Sir, after listen-
~:lg to so many hon. friends who are 
very much experienced in tax laws 
and the arguments and points they 
have made on this BilI,-that this 
Bill, if it is passed as it is, will be 
defective and will not serve the pur-
pose and they have strongly recom-
mended that this Bill should be referr-
ed to the Select Committee so that 
necessary amendments to the clauses 
can be made in order that the pur-
pose which the Government have in 
mind may be served by this measure-
r entirely agree with them. I request 
the Government and the Finance 
Minister to refer the Bill t!' the 
Select Committee. As I have said, 
I am also a Member of the Select 
Committee on the other Bill and I 
feel that we have worked hard, and 
we will submit our report in the first 
week of the budget session. 

After having said this, I would like 
to say that the intention of the 
Finance Minister in introducing this 
Bill is to encourage the industries in 
selected sectors. Secondly, they intend 
to encourage industries in· the back-
ward areas and also to promote re-
search and development in producti:>n 
in various fields. These are vqry 

(Arndt.) Bill 
laudable objectives. Such concessions 
were being given since long. In this 
Bill, there is extra concession on 
depreciation, but previously, and up 
to now, this tax concession wa. 
available in the form of development 
rebate. This development rebate has 
helped in the setting up of industries 
in the country, and therefore, these 
concessions are all welcome. 

Unfortunately, since the last five 
to six years, industrial activity ha~ 
slackened. Our industrial production 
is not going up. Very few new in-
dustries have come up; what to talk 
about the backward areas, even in the 
established industrial areas, industries 
are not coming up. The result is that 
our industrial production has re-
mained stagnant, and there is a short-
age in many items. (Interruptions) I 
am coming to the point as to what 
are needed in the backward areas for 
setting up industries. 

What are the difficulties? Why are 
not industries coming up in i)ackward 
areas especially? It should be seen. 
r say that this Bill should go to the 
SeJect Committee so that suitable 
amendments might be made in the 
clauses. I want to know whether the 
hon. Finance Minister thinks that 
these concessions will by themselves 
improve or create new industrial acti-
vity. These concessions are in force 
for the last S'O many years and yet 
industries had not moved to backward 
areas. What is the finding of the 
Finance Ministry on this point? 
What are important are not only the 
tax concessions; facilities are also 
equally important. In fact the ad-
vantage of tax concession can only 
count after the industry is establish-
ed. There are small and big towns 
in our vast country. But there ~re 

no proper communication or trans-
port facilities. Take for instance the 
constituency of Sholapur, 250 mites 
from Bombay. If anybody want~ tn 
book a trunk call, it will not materia-
lise for 24 hours. Without proper 
communication facilities, how can in-
dustries move to backward are(ls? 
And whose responsibility it is to create 
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this infrastructure? Till then conces-
sions will remain on paper, and back-
ward areas will not get the benefit. 
There are many instances, but I shall 
not take your time in narrating them. 
Tax Concession is only a consolation 
for us. I shall cite one axample. 

There are our financial institutions 
such as IFC, lOBI, ICICI, etc. which 
are set up for rapid industrialisation 
of the country. But they are so rigid 
in their rules governing the grant d 
loans that it takes a long time for the 
~crutiny of any application. It is diffi_ 
cult for an ordinary enterpreneur to 
get any loan from them. When these 
institutions were established, the re-
presentatives of all the big business 
houses were on the board of directors 
and it was those boards which framed 
the rigid rules in such a way that an 
ordinary enterpreneur cannot give the 
guarantee or security and hence can-
not get financial assistance also. The 
rules worked only in favour of big 
houses. Those rules and conditions 
still remain and unless they are relax-
ed it is difficult to get a loan from 
them for an ordinary or medium size 
entrepreneur whom Government 
actually wants to encourage whether 
the industry is located in a backward 
area Or some other area. This rigidity 
should be removed and the rules 
should be so framed that the purpose 
of the Government, namely to set up 
industries, is fulflIled. 

In many cases, they have taken so 
much time in examining the proposals 
that in that time the industry could 
have come up and started production? 
Therefore, my submission is. apart 
from transport and communications, 
the procedures and rules should be 
modified and relaxed so that advant-
age can be taken of the financial in-
stitutions for the development of in-
dustries by all sections of entre-
preneurs. 

SHRI R. N. GOENKA (Vidisha): 
Sir, I rise to oppose this Bill. There 
is no justification for this Bill. The 
history oC the matter is, under section 
271 of the Income-tax Act, they "ould 
levy a penalty on the amount of 
money which remained unpaid. But 
under the present Bill, they are 
making it payable on the complete 
assessed amont. For instance, if I am 
taxed for Rs. 10 lakhs and I have 
already paid Rs. 10 lakhs but I have 
failed to submit my return. 9 wild ~e 
penalised on Rs. 10 lakhs. 

SHRI N. K. P. SALVE (Betul): If 
you have paid a certain tax by way 
of provisional assessment or self-
assessment, that would come in for 
deduction and only on the balance, the 
penalty would be -leviable. This is 
the declaration of the Supreme Court. 

SHRI R. N. GOENKA: The 
Supreme Court has laid down that 
the penalty can be levied only on the 
amount payable and not on the 
assessed amount. But this Bill lays 
down that the penalty will be on the 
assessed amount and not the nmount 
payable. The result will be that any-
body who pays the amount and fails 
to submit the return will be penalised 
OIl the whole assessed amount. They 
are not only trying to levy penalty 
on the entire amount but also making 
it have retrospective effect from 1962 
onwards. The clause says "shall be 
deemed always to have been sub-
stituted". That means, this section is 
supposed to have been substituted by 
the new section from the time the' 
enactment was made in 1962. What 
is the justification for this? 

Firstly, there is no reason why 
penalty should be levied on the assess_ 
ed amount. Secondly, there is no 
justification for making the amount 
payable with retrospeective effect 
from 1962. Thirdly, clause 22 says 
that this will not apply to a perSOll 
who has gone before the court, be-
the Supreme Court has laid down the 
principle that wherever the assessee-
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,gets a relief from the Supreme Court, 
he will not be called upon to pay the 
money even if the legislation is 
-changed. Therefore, to save that, 
clause 22 has been introduced here. 

1n many matters when a particular 
point of law comes before the 
Supreme Court, many persons who 
:are affected by that particular d£jei-
sian come in as interveners and they 
are a5 good as appellants hefore the 
Supreme Court. There is no relief 
for them but only for the person who 
goes before the Supreme Court as 
assessee. I would say that they should 
expand the definition of the word 
'''assessee'' so that it will include in-
terveners before the Supreme Court. 
I do not see any justification for ex-
.eluding them. 

Then, if the intention of the Gov-
ernment is that the amount ~hould 
be paid, then they should not worry 
about the return. People may pay 
the amount and still sometimes they 
mav make a mistake in not submitt-
ing" the return. A person should not 
ho pen:alised for not submitting a 
return if he has already paid th" 
amount. He should not be treated on 
par with a person who has not paid 
the full amount. 

I do not want to go into the whole 
matter of the Income-tax Act and the 
difficulies experienced by the people 
in the administration of the income·· 
tax law. I want to restrict my re-
marks to the provisions of the Bill 
before the House. I would say that 
the Finance Minister should recon-
sider the matter and see to it that it 

·does not have retrospective effect anel, 
secondly, the interveners who come 
before the court should not be 
penalised. 

lilT ~ f"l1fit (.;~) : 'l1'9:f'!l 
ll'i!:T~, y""" l1'iff ~ ~ for~Q<l; ~ 
9'trff if; '1'111 ~ ,'¥T %"; 'l"Fr ~ «If If<:f 

7":j~~ ~@ ~ I ~ t;Cfi ~~ 
J-.rr.r % I 'RT'ii f"'''lf <r.f orrn ~-'T it 

~ ~ I ~-'Tf<'1~ it ~~ WI' ~ lJ~lla 
~ f~ ~q q;: ~~f it <r.lf fifOTlf ~i:r 

't1 ;;r~ ~T ~ I ~ tm <r.r mm:rr 
~<T ~ m<'1~f <r.lR:f if; lJrIli:r 
~ (fT ~q f'l'~1.f"f '1fT 'If ~!!'f'" lJfll'fa 
;r, l1rll''l' 'IFf I 
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"Explanation-In· this claust' 
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at source under Chapter XVII-B or 
paid in advance under Chapter 
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SHRI VAYALAR RAVI (Chlray-
inkil,l. Mr. Deputy-Speaker, Sir, I will 
not take much time of the House. I 
would only appeal to the good sense of 
the Finance Minister to refer this Bill 
to the Select Committee. 

There is a talk of more production 
and under the pretext of production 
this Bill is giving an open invitation 
not only to the Indian monopolists for 
expansion but also. I am afraid, to 
foreign multi-national corporations 
because Clause 2. sub-clause (0, 
Chapter II, section Hi, provides a ':Iig 
concession to foreign technicians fol-
lowed by big concessions to foreign 
collaborations I'ven. SUQ-('I"use (e) 
also provides a big concession in re~
pect Of 'capital plant and machinery or 
for the purpose of importing any 
good s .. '. In a sense, big concessions 
and facilities are being given to peoplp 
('oming frOm abroad or already em-
ployed in foreign companies here 01' 
those who are com'ing with foreign 
capital here. I am afraid. it is an open 
invitation to big foreign companies. 

Moreover, I fall to understand how 
starting a hotel-I can understand 
hnckward areas-is gOing to help. 
Hotel Is not emplOYment-oriented. It 
i~ meant for converting the black 
money into white and to enable rich 
people to spend their holidays. In the 
name of tourism, in the country today 
5··t 1r hotels are being opened and 90 

per cent of the people who stay there 
are Indians. 

Coming to production, what do we 
produce? Is there any aircraft or ship? 
I can understand your J]l'oducing ferti-
lisers; I can understand your generat-
ing power or supplying water. Mere 
production alone will not contain in-
flationary tendencies. In the western 
countries today, the DOund and the 
Dollar are floating. Price increase hBl 
forced the British Government tt! 
declare Emereency. The Finance Min-
Ister will aeree with me tllli.t it Is no' 
because of lack of production. Mere 
production alone will not save us from 
price rise or inflationary tendencies. 
It needs sOmethin~ more-a Icientif!.c 
planning and ap'proach to the pro-
bleme. 

Unfortunately. we are IackinJ( that 
here. As Mr. Sathe has pointed out. 
take the Ninth Schedule. I do not 
want to £0 into it in any elaborate 
detail. For example, with regard to 
ship~, for purchasing a second-hand 
ship, the hon. Minister knows it very 
well. the Government is financing to 
the extent of about 80 ver cent of the 
value of the ship, even in regard to the 
foreign exchanJ!:e. So, the Government 
Itself is financing those who want to 
purchase the ships, even in the matter 
of foreign exchange. I can understanll 
the logic in including this. Then. take 
the tyre comPanies. 80 per cent Of the 
nutomo':lile tyre production is con-
trolled by foreign cOlT)panies and the 
forcign technicians. Here you want 
to give more facilities to the foreign 
eompanies. Other things are here. 
But, unfortunately, we are miSSing a 
very important sector, the fertiliser 
sector. There is no mention about 
fertiliser. I can understand if you 
include fertiliser also. 

I will say that there is every reason 
to believe that 'lnder the pretext of 
more production, more Investment and 
also in the name of develOPment of the 
backward areas, this Is an open inVita-
tion to the foreign monopOlies as well 
as a clean chit to the monopoly houses 
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· to expand. So, I appeal to the hOH. 
M·illister to kindly reter the whole Bill 
to a Joint Select Committee. 

SHRI R. V. SWAMI NATHAN (Mad· 
urai): I also associate myself with 
many of my friends and would urge 
upon the han. Finance Minister that 
this is a Bill which should be referred 
'10 a Select Committee. It appears 
· strange that When a Bill on Taxation 
.Amendment of a COmprehensive nature, 
>containing most Of the clauses which 
lire here in this Bill is bemg con· 
sidered now by a select Committee 
which has received many representa' 
~ions and also evidence has been re· 
·corded and it has received many valu· 
llble suggestions which are being con· 
sidered now by that committee, the 
Finance Minister shOUld rush through 

· 1< Bill like this. From the Exchequer 
point of view, if they so desire, they 
can have a clause giving retrospective 
effect. r would say that even the 8th 
Schedule should be reconsidered. The 
n('w clauses 13 and 22 which are in 
this Bill require careful COnSideration. 
Tn the Ninth SchedUle, definitely we 
have to add much more and very im-
portant industries Which will benefit 
the poor people of our country. There-
fore. I request and appeal to the han. 
~1inister to accept the request made in 
this House on both sides that the Bill 
~e referred to a Si'lect COmmittee. 

With these words, I once again re-
quest the Minister to refer the Bill to 
a Select Committee. 

SHRr P. G. MAVALANKAR 
(Ahmedabad) : Most Of the things 
which needed to be said a':lout this 
~artic.ular Bill have been already said 
In thls debate and I am glad they 
have been said very well by various 
Members belonging to the various 
Parties. But, even at the cost of re-
petition, I wish to suggest that not only 
this Bill should be sent to a Select 
Committee, but the whole purpOse of 
taxation which is before the Govern-
ment of India should be looked Into 
more carefully and in a thorough ex-

amination. The best thing would hnve 
been for this Particular measure alsO 
to be linked with the Taxation Laws 
(Amendment) Bill whiCh is already 
tJefore the Select Committee. 

I do not know as to what was the 
rationale behind having this Bill taken 
out from the main body of the Taxa-
tion Laws (Amendment) Bill and why 
the Finance Minister is ')ringing before 
this HOUse a separate measure. Per· 
haps, he will explain again why he has 
done so. If the only reason is that he 
wants certain industrialists to come 
and set up industries in the backward 
areas, then r do not think that is a 
paint which needs so much urged 
attention, because these backward 
areas have remained backward so long 
that even if the Government had ta!!;:!" 
some mort> Hme and clubbed th's 
particular measure with the overall 
comprehensive Taxation Laws (Am· 
endment) Bill, no harm would have 
been done. In fact, it is amusing and 
somewhat interesting to see that some 
people at least think while reporting 
on this particular measure that the"e 
is no difference between the Direct 
Taxes (Amendment) Bill. 1973 which 
we are now discussing and the Taxa-
tion Laws (Amendment) Bill,. 1973 
which is now before a Select Com-
mittee. 

A t least one newspaper, an esteemed 
national daily 'The Times of India' in 
to-day's issue has mixed uo the two 
Bills. 

SHRI N. K. P. SALVE: It is a 
wrong-reporting. 

SHRI P. G. MAVALANKAR. Yes. 
it is. The earlier paragraPh' speaks 
about the taxation laws amendme l1 t 
bill and the objectives laid dawn I", 
the Wanchoo Commission. Any W3,l: 

my point is that the two could ha' .. ; 
been very well-grouped. I understand 
that the Wanchoo Committee has verv 
ably dealt with this thing. If you wan't 
to deal with a complex situation and 
the socla-economic matters, then YOU 

cannot hope to have a very simplified 
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[Shri P. G. Mavalankarl 
.t~xation law. You are bound to go 
through the various pros and cons and 
various aspects which might lead you 
10 all kinds of difficult situations in-
cluding the complexities which my 
hon. friends-lawyers and other ex-
perts-mentioned. The Wanchoo 
Committee, in their report, on page 
109 have said and I quote: 

"Most of the exemptions are based 
on sound raHonale and are intended 
to achieve clear-cut economic or 
social goals". 

My o':Jjection against this Bill is this 
that these provisions are not based on 
what the Wanchoo Committee said, 
namely, 'sound rationale'. They cer-
tainly did not tell us what are the 
clear· cut economic or social goals 
whicl·. the Government wants to pro-
mote. Therefore. it is no Use .merely 
saying that we wimt to achieve eco-
nomic and social objectives by this 
BiIl- a very cOmplex law, indeed, it is. 
This Bill wants to achieve a certain 
economic and social justice. How can 
this be achieved when this is a bill 
with all its complexities? It is com-
plex for everybody-for the tax payer, 
colleCtor and all the rest of it. There-
fore, I feel that such an important 
measure which goes into fundamental 
questions and which goes into detail~ 

of the taxation laws, the technicalities, 
economic and social matters, etc. 
should not be disposed of summarily j", 

a "hart debate here. 

Secondly. I feel that with regard tu 
the problems of backward districts. m, 
friend. Shrl Limaye had already made 
a mention about that. I too wondel 
as to how and in what manner this 
list was drawn. Perhaps the Minister 
may say that the list was given by the 
Planning Commission. My question 
wOll1d pe: how would the Plannln~ 
Commission make such a list? When 
I looked at the various districts. parti-
cularly, of some of the States about 
which 1 happen to knOw something, I 

suspect that the list that is made can-
not necessarily be on the baSiS of eco-· 
nomic backwardness but on pure p01i.-
tical considerations and considerations 
of constituency interests. Indeed, 1 
feel that if a second chance were given, 
especially after some States having got 
the Congress Ministries toppled and 
they have already got new Congress 
ministries, or it may be that some 
other parties come in power in some 
States, and if the Planning Commis-
sion or the Government of India were 
to ask the new Ministries to send a 
list, probably, they will remove certain 
districts from this list and add some 
new districts! 

Therefore also, I want to teI! the 
Finance Minister that when he talks 
about backward districts and when he 
wants this han. House to believe that 
they are really backward, I also want 
him to tell us whether they are back-
ward economically Or they are back-
ward in terms of certain political con-
siderations. 

There are many districts that are 
not selected on the economiC and social 
basis. I am here talking in a general 
way. I am not gomg into details of it. 
All I want to tell Government is that 
the lists are not drawn on the basis of 
pure economic Or social considerations 
but on political considerations. 

Now, Sir, look at the 9th schedule 
and the list of articles or things which 
are mentioned here. The list there is 
terrible. I do not know who are tl1e 
industrialists who wUl accept it and 
will go to these backward areas. FOl 
example, the Bill has mentioned Iron 
and steel, thermal and hydro-electric 
power generation eqUipment, machine 
tools, aircraft, tyres and tubes. How 
are the ships and aircraft Industries 
In backward districts relevant here! 
These are all given in the list. Are 
We to gulp down wh'ltever come! 
merely because it comes from Govern_ 
ment? 

Then, we have cotton and jute tex-
tiles and cement. I would particularly 
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like to refer to item 8 which is indus-
trial and agricultural machinery. That 
item is almost like a wide umbrella 
which might cove~ anything and 
everything. On the one hand, Govern-
ment say that they want to give this 
benefit only to selected sectors of in-
dustry, but -on the other, by putting in 
item 8, namely industrial and agri-
cultural machinery, they are putting 
in such a wide thing that it can cover 
almost anything and everything. 

Therefore, I feel that on account of 
bad drafting Of this Bill, on account 
of the wrong economic considerations 
put into it, on account of the unneces-
Sary complexities of draftini that have 
entered -into this measure and also in 
view of the fact that;' larger and 
more comprehensive Bill, namely, the 
Taxation Laws (Amendment) Bill is 
nlready before a Select Committee, I 
hope the Finance Minister will accept 
1 he suggestiOn whiph has come prac-
tically from all sections of the House 
to send this Bill to a Sel~ct Com-
mittee, and after having the report 
nf the Select Committee, we shall have 
a better chance of assessing whether 
the things which Government want to 
propOse and implement are the things 
Which reaUy will bring in economic 
and soci al justice. 

If Government want that economic 
and social justice be accelerated, let 
them be dear about their goals and 
about the- machinery with whiCh they 
want to achieve ~hose goals. 

I have bem finding that my esteem-
ed friends, Shri Bhagwat Jha Azad, 
Mr. Salve, Mr. Sathe, Mr. Sezhiyan, 
Shri H. M. Patel and some of us who 
have been Members of the other Select 
Committee feCi that althOl1gh some of 
the Ch"n~0s ~re very laudable and 
very necessoary and very desirable 
the manner in which the Government 
are ap~roaching the whole problem 
and trYIng to adopt certain legislative 
mCilsures is far from desirable and 
certainly far from satisfactory. In 
other words. they will not promote 

the very objecitves on which am 
sure most sections of this House are 
agreed. 

Therefore, I hope that the Select 
Committee which will go into these 
matters,-in case, of course, the Fin-
ance Minister agrees to the proposal 
to refer this Bill to a Select Commit-
tee,-will make this measure as Ie'S 
complex as possible, so that the simple 
goals of economic justice, regional 
balanced development of the economy 
and accelerated Jl:rowth of OUr economy 
will be achieved In no time. 

MR. DEPUTY-SPEAKER: Before 
call the Finance Minister to reply to 
the debate, I would like to Say that I 
have received notice of a motion seek-
ing to adjourn the discussion on this 
Bill to next week. I think that this is 
independence to the wishes expr~.sed 
by many Member~. 

THE MINISTER OF 
(SHRI YESHW ANTRAO 
Shall I move the motion? 

FINANCE 
CHAVAN): 

MR. DEPUTY -SPEAKER: He can 
reply and choose his own time. 

SHRI YESHW ANTRAO CHAVAN: 
do not propose to give any very 

detailed reply to the debate, because 
I am going to accept the suggestion 
made by hon. Members that It should 
be referred to a Select Committee. 
But, for that matter. I shall have to 
consider the composition of the Selept 
Committee, whether I should refer it 
to the same Select Committee or ano-
ther Select Committee, and I shall 
have to go into many other matters. 
Therefore, I am making a motion: 

"That the further debate on the 
Direct Taxes (Amendment) Bill, 
1973, be adjourned to next week.". 

My main noint in insisting on the 
passing of this Bill during this session 
was that some Of the provisions which 
we had included In the Bill needed to 
be 'Jrought Into operation on the 1st 
April, 1974. Therefore, it Is necessary 
to get this Bill through before that 
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.date. As YOU know, Sir, the time-
table for the budget session is so tight; 
I need not tell you about it because 
yoU are quite aware of it. The time-
table of the budget session is so tight 
and fixed and it becomes very difficult 
to have any time allotted fOr the legis-
lative business. 

Therefore, I am presuming thnt the 
House will agree now that we shall 
get this Bill passed sometime in tt-e 
first week of the next session, by find-
ing a day or two for this purpose, and 
I am also going on the presumption 
that the House will ask the Select 
Committee not to prolong the delibe-
rations by inviting people for e,'idence 
etc. but to submit the report before 
the beginning of the next sesSIOn. 

Some criticism has been made. but 
I must say that I am agreein2: to refer 
this Bill to a Select Committee, not 
... cause I ac~pt most of the criticism. 

.jut if it is the wish of the House 
that they should have another oppor-
tunity to have a very thorough look 
nt the Bill, I certainly agree; I have 
no objection. 

There was a criticism levelled that 
this is only meant for the monopoly 
houses. Whether nn industry should 
be allowed to be started by A, B or 
C is ultimately done by Govel nment 
on the basis of the advice of the Mono-
polies Commission. II is a question of 
giving some incentives. Once an in-
dustry is allowed to start. it should 
quality to get these incentiv·.-s 
Therefore, we are not hv this. 
Bill glVmg some special facility 
for any body to start an industry. 
The advantages under this Bill are 
attracted only when one is' allowed to 
start an industry. Whether it is a 
monopoly or non-monopoly b a com-
pletely different matter. Tha: is ~ot 
the question in this Bill at all. So 
possibly that point of criticism was 
rather misconceived and is misapplied 
here. 

Secondly, there is the question of 
backward arees. 

PROF. MADHU DANDAVATE 
(Rajapur) : The point is that tJ.e 
Monopolies Commission takes a final 
decision. 

SHRI YESHWANTRAO CHAVAN: 
They make only recommendations; 
they do not take deci~iom. 

PROF. MADHU DANDAVATE; 
The decision to refer a matter t,) the 
Monopolies Commission is always 
taken on a number of consideratio~s. 

SHR1 YESHW ANTRAO CHA VAN: 
That is a completely different aspect. 
Tho,e consideratiO!lS ar~ applicable 
even now. By pussing this now, we 
are not affecting that. 

I was about to refer to the back-
ward areas. Certainly a very valid 
criticism was mad (f. Shri Limaye 
made a point. I think he is right in 
the sense if a part of what is done 
for the Kolaba district serves as a 
further incentive to the twin city, it 
i. certainly misapplied. Therefore, 
it needs to be looked into. I can very 
well understand it. 

But thes'e criteria 'Of backward dis-
tricts have been 'accepted on the' basis 
of what is accepted by the Planning 
C'1mmission. The Planning Commis-
sion has identified the area3 which 
are the backward areas. Even now 
we aUow some concessional credit 
facilities and other things from the 
financial institutions on this yery 
ground. 

SHRI VASANT SATHE: This is a 
mu~h wider consideration for agri-
cultural growth and other things. 
Here we are specifically thinking of 
industrial growth. Unles~ infra-
structural facilities art: there, how 
will industries grow? Does he appc-
ciate the point? 

SHRI YESHWANTRAO CHAVAN: 
appreciate ever,'lhinl1 he said. 

Nnw, for ex~mple, fOr agricultural 
development, agricultural progress, 
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there is no question of advanced and 
backward areas. Really speaking, 
the c'Oncept of backward area~ has 
been evolved to see that certain spe-
cial concessions and facilities CIln be 
made available to help industrial de-
velopment to those areas. '1 hat is the 
main object. I have no dou!::: the 
House will go into it, but you will 
have to evolve some sort of common 
criteria for this matter becau~e once 
we accept the conce)!t for the purpose 
of planning, then it must be applica-
ble for all purposes. You cannot say 
that for the purpose of incoml'-tax 
facilities, one area is a backward area 
and for agricultural and other deve-
lopment some other areoa i.s a back-
ward area. We cannot have that dis-
tinction. 

I know the backward area concept 
has been evolved by the Planning 
Commission taking into consideration 
many criteria, such as, what is the 
urbanisation of the area, what is the 
spread of industry in the area, what 
are the infra-structure facilities 
available there, communications and 
other things. These matters hav;> 
been taken into consideration. Cer-
tainly the Select C,mmi !tee cr.n call 
some one from the Planning Com-
missi'On to 3dvise it on this matter. 

These are some of the things I 
wanted to say. When I ~ay I am 
aggreeable to reference to a Select 
Committee, I do not mean to say that 
I have accepted many of the criticisms 
levelled against the Bill. It is on the 
ba3is that I say that certainly the 
S~t ~ommittee ,~an consider this 
Bill. 

AN HON. MEMBER: You have an 
open mind. 

SHRIYESHWANTRAO CHAVAN: 
have normally an open mind, but 

not open at both ends and therefore 

there is nothing in the mind at all. 1 
am prepared to listen to all points of 
view. Therefore, I hope the House 
will accept my Motion. 

MR. DEPUTY -SPEAKER: The 
question is: 

"That the further debate on the 
Direct Taxes (Amsndment) Bill, 
197:J be adjourned to next week". 

The motion was adopted. 

16. 26 hrs. 

[SHRI K. N. TIWARY in tile Ch<tiT J 
FOREIGN AWARDS (RECOGNITION' 

AND ENFORCEMENT) AMEND-
MENT BILL 

THE MINISTER OF COMMERCE' 
(PROF. D. P. CHATTOPADH-
YAYA): Sir, I beg to move: 

"That the Bill to amend the 
Foreign Awards (Recogl1ltion and' 
Enforcement) Act, 1961, as passed 
by the Rajya Sabha, be taken into 
consideration. " 

Sir, this Bill seeks to amend section 
3 of the Act so as to bring it out 
clearly that it is intended to imple-
ment fully Article II of the New York 
Convention on the Recognition ar.d 
Enforcement of For€ign Arbitr,,) 
Awards, 1958. 

The Foreign Awards (Recogaiticn' 
and Enforcement) Act, 1961 was en-
acted by Parliament in order to gi'lfe 
effect to the Convention on the Recog-
nition and Enforeemcnt of Foreign 
Arbitral Awards, done nt New York 
on the 10th June, 1958. Its object wal 
speedy settlement of disputes arising 
In the course of international trade 
through arbitration. Article II of the 
Convention reads as follows: 

"I. Each Contracting State shall 
recognise an agreement in writins 
under which the parties undertake 


