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COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS

Frrry-rivra  Rerort

Sardar Hukam Singh (Kapurthala-
Bhatinda): I beg to move:

“That this House agrees with
the Fifty-fifth Report of the Com-
mittee on Private Members’ Bills
and Resolutions presented to the
House on the 18th July, 1936."

Shri R. D. Misra ' (Bulandshahr
Distt.): Sir, I have to rise on a point of

Mr. Speaker: To this report?

Shri R. D. Misra: To the motion
moved by Sardar Hukam Singh. In
this report I have seen that the Reso-
lution of Shri H. V. Kamath has been
included and put in the agenda. It
cannot be put. Becauu. all Resolu-
tions pending..

Mr. Speaker: May I say this for the
consideration of the hon. Member?
This only deals with the allocation of
time. When I come to Shri H. V.
Kamath’s Resolution, if the hon. Mem-
ber has any objection, he can raise.

Shn R. D. Misra: Time has been
allotted.

Mr. Speaker: Merely because time
nas been allotted, if a Bill or Resolu-
tion cannot go on and there is Some
difficulty, it can be raised. Allotment
of time does not carry us anywhere.

The question is:

‘“That this House agrees with
the Fifty-fifth Report of the Com.
mittee on Private Members’ Bills
and Resolutions presented to the
House on the 18th July, 1056."

The motion was adopted.
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Shri D. C. Sharma was in possession
of the House. What has the hon
Member got to say?

Skri R. D. Misra (Bulandshahr
Distt.): My objection is that, as the
Resolution was pending in the last
sesgion, it cannot be taken jn this ses-
sion, because the Resolution lapses
with the prorogation of the House.
The House was prorogued on the 2nd
of June. The Resolution lapses on
the prorogation of the House. Under
sub-clause (3) of articlz 107 of the
Constitution, only Bills have been
saved from lapsing. The article says:

“(3) A Bill pending in Parlia-
ment shall not lapse by reason of
the prorogation of the Houses.”

Nothing has been said about Reso-
lutions. Only Bills can be taken up
because it has been specially provided
in our Constitution. At the same time,
we have to see what the effect of pro-
rogation is. On page 105 of Introduc-
tion to the Procedure of the House of
Commons by Campion, it is said:

“The effect of a prorogation is to
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supplement what my hon. friend, Shri
Venkataraman, said by saying that
the constitutional provision which is
qQuoted as barring our discussion of
this Resolution here is only illustrative
in the matter, and not exhaustive.

3 r

exactly is. Now, some lawyers $0 my
right have enunciated a certain inter-
pretation. Another lawyer from my
left has enunciated another principle.
For a layman like me a little more
light is necessary, (An Hon. Member:
Also a lawyer) when I find that the
objection raised is not confined to the
subject which is immediately relevant
and feel that this objection may be
raised when other important Bills
which were considered in certain
stages after the prorogation of the
House. It is, therefore, necessary that
the House should have the benefit of
the views of the Law Minister or, at
any rate, the Attorney-General, which
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you
right and privilege, but I suggest this
in order to enable you to come to a

Depertment

Income Tax De

ruling and give it after hearing the
Law Minister as. well as/or the
Attorney-Genersl

have laid down that a resclution shail
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on honest tax-payers.,
First of all, you must have adminis-

have internal survey. We must know
the extent of the evasion. We must
also know about the liaison with other
departments. We have been amending
section 34 and other sections giving
powers,—almost  horrible powers
which no other Parliament would
possibly give—executive powers,
powers of search, seizure and others,
and that ultimately would be ineffec-
tive unless the public co-operate,
unless you can make the business
world really come in unison with the
department in the national interest. I
am therefore hoping that, in order to
have a successful implementation of
our objective without which there can-
not be any successful working of the
Five Year Plan, we shall be able, in
co-operation with the department, in
co~-operution with the Minister and in
co-operation with the taxation experts,
through this Parliamentary Com-
mittee to devise some system which
will improve the machinery and at
the same time establish the right

20 JULY 1058 Enquiry into Werking of 446

Income Tex Department

Shri Ramachandra Reddi: I support
wholeheartedly the resolution moved
by my hon. friend Shri Kamath The
idea underlying this resolution is not
so much to irritate the Government

Varied estimates have been made of
it. The hon. Finance Minister some
time back told us that there is an
evasion to the extent of Rs. 40 crores.
An English expert seems to have
told the public and the Government
that the evasion comes to nearly
Rs. 200 crores to Rs. 300 crores
per year. Whether both are wrong
or both are right, there seems
to be a scope, a large scope for
investigating into the matter much
more correctly and finding out
to what extent evasion is going on
and to what extent evasion can be
prevented. I think recently—I have
not seen the report—the Central
Board of Revenue, while disagreeing
with the estimate of Prof. Kaldor,
have given a very high figure from
their own assumption of the tax
evasion in this country. They seem to
have said it to be nearly Rs 160
crores to Rs. 17? crores per annum.
If it is Rs. 40 crores, as mentioned by
the hon. Finance Minister, it comes
to nearly 10 per cent. of the total
income of our country. If it is Rs. 200
crores, as pointed out by Dr. Kaldor,
it comes to nearly 50 per cent. of our
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. 7To begin with, the main instrument
of administration is the Income-tax

tax Manual, which was originally
produced in the year 1921 or 1922,
has not been brought up-to-date until
1954-55. .

Shri V. P. Nayar: Not up to 1933.

Shri N. C. Chatterjee: 1933 is the
latest. .
Shri Ramachandra Reddi: I was told
by somebody that it has been brought
up-to-date in the year 1954 partly
and partly in 1955. Even if it is so,
the department has taken nearly 32
to 33 years to bring the Income-tax
Manual up-to-date and it does no
credit to any department which is
responsible for the administration of
the finances of this country. That
shows the slowness and the lethargy
with which the Department seems to
have been working.

As regards the establishment that
is required for the Income-tax Depart-
ment, the Government themselves, in
their reply to the question on the
floor of the House—No. 861 dated 19th
December, 1955—agreed that there is
inadequacy of staff. They say:

“It 15 a fact that the present
number of LT. Officers is less than
the required number. 248 posts of
LT. Officérs are vacant. 250 addi-
tional posts hive recently 'been
sanctioned. The exact require-
ments of the Income-tax Depart-
ment are being examined by a
Reorganisation Unit which has
been set up 'in accordance with the

' Enquiry Commission. The ‘vacan-

" 30 JULY 1956 Ewquivy into Werking of 448
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reached them by the end of last

Inl‘eplytonnotherm_

. No, 870 dated 18th August, 1955, the

Government have said:
“The matter of appointment of

under the. active consideration of
the Government.”

I do not know to what extent some
of these ideas that have been occupy-
ing the minds of the Government
havebeenlhletoseeﬂu'mtd
day, and whether the Government
zvepmd sufficiently well in

e ma
e l.mplmﬁngmqf

The Taxation Enquiry
in chapter XIII of their report, have
made certain recommendations which
I would like to refer to. In recommen-
thing about the clearance of heavy

‘mendation No. 174 they have dealt

with the public relations aspect

recommendation No. 178, they h“I:
referred to the appointment of special
revenue officials = exclusively for the
;.‘I'. Department’s collection work and
in recommendation’ No. 190, they have

-and 30 forth. I do not want to weary
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the House

by repeating all the recom-
mendations that have been made by
the' Taxation Enquiry Commission in
this regard. But I would only ask the
quemment whetherq,nyordld
these mommdntim have been
thonshtahmtbylheﬁovmeutmd
to what extent they have been able

l.hemaelm I lnvc no intimate know-
Tedge of the conditions; but
lmtoldth.tmcientminm‘nmt
given to the officers, that they are
allowed to have even three to four
ehmoutorplningumlnaﬂms.lhlt
mmmaﬁmmmerelymmmﬂmd
that the question papers that are set
are ‘useful only for attaining the
mndgrdldmeupperdwhimclerh
In several cases the Income-tax
Officers do not even know how to
rudtheaocounhmdpmbablymost
of them are not expected to.be
munhnts.!dmuldthlnkthntuis
a very healthy reiom that these
dfficers should have an intimate know-
Iedge of the accounts and of accour-
tants, because, in the method and
mannerof:ecomﬁng,somnydetaﬂa
can be hidden and if they are pro-
perly detected, so many details can
be brought to light. So, it behoves
the Government to think about the
following suggestions. that I would
llketomkehmnrdtothetrainhm
oftheomeqs.noreorlmmthe
same way as the LA.S. officers are
trn].nedintheldmhutraﬁmlthhlk

the Income-tax Officers must have a

régular course of training in several
activities of the Income-tax Depart-
ment. They might be given periodical
clerical work and some of them might
be appointed as under-studies of
experienced Income-tax Officers.

‘‘Further, 1 do not know whether

most of the Income-tax Officers have
intimate knowledge of the working
eonditions of the bullion market or of
trade conditions. In ‘my own experi-
enice; I-have seen that certain officers
have begun ' assessing the assessees

20 JULY 1858 Enquiry into Working of 450

Income Tax Department
even without knowing what exactly
the nature and the conduct of certain
businesses are. They would do
to visit and acquaint themselves
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study of typical industries and cost
accounting, etc, would also be very
useful to them.

Having said this, I would only men-
tion that there should be sufficient
co-ordination between the Income-tax
Department and the other departments
of the Central Government, in the
matter of industry or trade. There
does not seem to be that amount of
co-ordination that is required to give
the Income-tax Department all
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(Shri Ramachundra Reddi}
have lost to the value of Rs 27,
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a
total export the value of
Rs. 30,00000 and the losses came to
Rs. 1,83,000. In 1954-55, they made a
total export to the value of Rs. 34
lakhs and the losses came to
Ra. 3,10000—all on a capital of
Rs. 20,000!

modity in America probably at a
higher rate. The ultimate result is
that there is unnecessary and un-
happy competition between the local
exporter and such companies, and the
Government loses in several ways,
namely, in sales tax, export duty and
also through income-tax. Such firms
are usually given licences for export.
“Whether it is the Central Government
or the Provincial Government, i the
department of commerce is a little
bit vigilant in such respects, they
would be able to find out the proper
man to whom a licence can be given
and refuse the licence to such people
‘who are not found to be honest and
proper. The same company seems to
have in subsequent years started an-
other company in anqther name, doing
the same business. Evidently this is
going om unnoticed by the Income-
tax Department. I have given only
one instance; probably there are many
such instances in the country. I would
only request the Government to see
that every other department, especial-
ly the commerce department, gives
the income-tax department sufficient
opportunities of knowing what exactly
are the activities in which the com-
MMerce department is indulging. To
that extent, they will be helpful to
the income-tax department in coming
to right conclusions in the matter of
assessment.

2 JULY 1938 Enquiry into Working of 453
Department

There is always a tendency for the
especially those at the district
level, to take up very small cases and
begin to scrutinise them to the extent
of making it appear that they are

!

harassing them. In fact such harass-
ment only leads to concealment and
usually they leave out the hig fish,
because it is not possible to find out
the big fish 50 easlly. I would suggest
that greater attention should be paid
by the department, at whatever level
it might be, to. the method of assess-
ing and finding out the bigger men who
are trying to evade assessment. They
should concentrate their attention to
a larger extent upon the bigger men,
30 that their accounts may be preven-
ted from escaping the attention of the
Government. I would only
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am wrong, that in the bon.
Ministers at the Centre as well as big
officers of the Government who are de-

puted on delegation or otherwise to
other countries, their salaries and
drawn outside India

Shri N. C. Chatterfee: If the hon
Minister says it is legal, the fact is
admitted.
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Shri Ramachandra Reddi: I would be

bhappy if I am todd that what I stated
is incorrect. Anyhow, I have placed
before the House the information that
I have received and it is for the
Government to correct me. There are
several methods of manupulating the
accounts and rules; to what extent
manipulation is resorted to, 1 am not
able to say at this stage.

Shri Tyagi: When one goes and
draws his pay outside, he has to live
outside.

Shri N. C. Chatterjee: If he is an
Indian Minister, his salary accrues in
India, even though it may be drawn
outside India. Therefore, the place of
accrual determines the taxabilily of the
income under the Income-tax Act.

Shri Ramachandra Reddl: I do not
want to take more time of the House.
I have said a few points in favour of
the resolution and I am suve that
other hon. Members are alsn anxious
to speak on it. I would only request
the Government to accept the resolu-
tion either in this form or in any other
form and to see that proper arrange-
ments are made for an enquiry into the
cases of delay and evasion. They
should find out effective methods for
preventing evasion in this country.

Shri V. P. Nayar: I am supporting the
resolution moved by Mr. Kamath I
am also happy that the Minister in-
charge is assisted by the expert on
jncome-tax affairs, Mr. Tyagi.

The affairs of the income-tax de-
partment, as they are today, require
a very deep probe and I do aot think
Government will dispute that. You
will remember Sir, that when we were
discussing the Finance Bill this year,
I suggested that possibly the income
which we could legitimately derive
from income-tax, if we were able to
cover a substantial percentage of the
tax earners, would be about Rs. 200 to
Rs. 300 crores. At that time Prof.
Kaldor's report had not come and we
based our calculations on national in-
come and certain other factors. I re-
member that the Finance Minister told
us that it was an exaggeration and
sccording to the computations of the

as5 L.SD.

than a few weeks, the Central Board
of Revenue, which is the machinery
respoasible the collection

of the country, while we in India, with
a population of 372 million, huve a
tax-paying population of les: than
half a million. I do not say that it is
because of one factor alone. °

In India evasion of income-tax ig the
result of two major factors. One is the
very peculiar ingenuity of the tax-
evader in India and the other factor
which subscribes to this positior: is the
callous negligence or the absolute in-
efficiency of the department which
administers income-tax. I canrot find
words to express the magnitude of the
blunders which they have been com-
mitting. Mr. Tyagl has a smile on his
face; he had introduced a drive at dis-
closure sometime ago and I think
that he left that Ministry d-jected,
disappointed and defeated.

4 P,

The points which he wanted to
attack still remain. An attack on all
fronts was called for and is called for
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[Shri V. P. Nayar] .

Government have not thought of doing
it. You know, Sir, better thaa I dn
that when a machinery gets out of
order, a casual overhaul will do no
good. The trouble with the lncome-
tax machinery is that it requires a
complete and a very thorough over-
haul. In an automobile which has not
been working for quite a lorg time,
it you attend to the carburetior or
decarbonise the engine, it wuuld not
run. In the case of the Incnme-tax
department, there are basic defects,
.there are fundamental defects If the
Government are keen to colle:: more
money through a proper administra-
tion, I submit that the basis, or as in
the automobile, the engine and.every
part of it, has to be overhauled. Is
the Government prepared to do it?

During the discussion of every Fin-
ance Bill, every session, we pet this
amendment or that amendment to the
Income-tax law. What is the tesult?
The result is that today, when we
require thousands of crore of rupees
for the next Five Year Plan, when
all that money can be collected here
by the Government officials, we are not
able to collect more than Rs. 30 or 40
crores. Any Government which has to
admit this, I submit in all humility,
must hang their head in shame. What
is the position? We are indulging in
deficit financing and yet going to
foreign countries with a begger’s bowl,
realising very well that here in India.
tax evaders withhold from the Gov-
ernment annually an amount not less
than Rs, 160 or 175 crores. according
to the admission of the Central Board
of Revenue. I may not attach very
much importance to the estimate made
by Prof. Kaldor. May be he was
wrong; or may be, he did not have
all the statistics. Here, the Govern-
ment themselves have admitted.

What is the resolution of Shri
Kamath? How can anybody possibly
hope to object to that resolution, un-
less a person is bent upon doing a very
foolish Act? This is absolutely non-
controversial. Where is the contro-
versy? Can the Government or Shri

20 JULY 1956 Enquiry into Working of 456
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M. C. Shah or Shri Tyagi say that ws
do not want to collect income-tax from
the tax evaders who have money to
give? Can they say that a Parlisment-
ary Commission, endowed as this
House is, with several brilliant Mem-
bers, cannot go into details? .All that
the resolution wants is that a Com-
mittee consisting of certain Members
of Parliament should be appoi~ted to
go into the defects in the administra-
tion of Income-tax law with » view
to find out how we can have a tetter
coverage of the tax. The object of the
Committee is,—1 think Shri Kamath
also thinks that way—only to tnd our
what are the ills, what chang=s have

‘to be made and what new revisions

have to be made for achieving our ob-
ject. It will only be a list of the re-
forms or new procedure which the dé-
partment will have to introduce. Even
granting that that is controversial, what
is the "position? We are on an all nut
drive to finance the Second Five Year
Plan. These two factors by themselves
must lend support to the resolution.

I also want to refer to Prof iKaldor's
report. It has not been possible fo:
the House to go into its details. I also
do not want to convert this into a de-
bate on that report. But, there are
certain striking features which the
report has revealed and over which
we cannot sit idle. The Central Board
of Revenue is also alive to *his. II
the Government say that they are not
alive to this huge or colossal tax eva-
sion, I can understand that. Govern-

.ment themselves admit this in the

note. How did Prof. Kaldor come here?
He did not come of his own acrord.
He was invited becauvme Government
thought: Here is an expert who is
capable of probing intg the question
and suggesting remedies. Prof. Ksldo~
came on the invitation of the Govern-
ment. He enquired into severzl points.
Government have published the re-
port. Government have chosen only
to dispute one point. They say (hat all
the other points sre being rtudied.
The one point which they have chosen
to dispute is the assessment of the
possible amount of tax evasion. It is
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interesting to note that in the last para
of the report, the Central Board of
Revenue only want to say that Prof
Kaldor’s estimate of Rs. 200 er Rs. 300
crores may not be true. It is said:

“While less alarming than the
results found by Prof. Kaildor
those figures do not invite co.nola-
Though no complacency need be
invited it is inberent.

eeeas .and the task of roping in
the new incomes created by the
5 year plans will tend to increase
the complexity of the problem.”

It is precisely because of the com-
plexity of the problem that Shri
Kamath wants a Committee to be set
up to go into the details.

There is another aspect. 1 g not
want—I have got the Income-tax In-
vestigation Commission’s reports,
several of them—to go into the di.
versity in the modus operandi of the
very big sharks who have found it
possibe to avoid or evade incume-tax
for decades. I do not want to go intn
them. But, certain passages in Prof.
Kaldor’s report are entitled to our
particular attention. These are on
page 124. I know very well that the
hon. Minister Shri M. C. Shah has
read it. I only want to drive them
home as Shri Kamath prompts me.
It is said:

“Everyone is agreed that apart
from manipulations of various
kinds which are broadly classed
under the term “tax avoidance”,
there ig considerable amount of
evasion in India due to fraudu-
lent concealment of income secur-
ed through false entries in the
account-books......"

I ask a very simple question. Is it
not shameful for the Government to
have these observations made by a
foreign expert? Prof. Kaldor conti-
nues:

“It Is fairly generally agreed
also that such practices have be-
come more widespread since the

last war™
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It is a corrupt problem. Even to-
day, there can be no dispute that tax
evasion is on the increase.

“The important question—he
adds—is how much income is con-
cealed in this manner in relation
to the income which is assersed
to tax.”

I am only pointing out thar thesa
observations by themselves must have
made the Government open their eyes,
—long closed eyes—and must make
them re:’'se, here is a question into
which a very important and pewerful
Commission should probe. He Lac also
said that the administration of the del—
partment is absolutely ineffiient
was not desirous of speaking cr this
Resolution. I was prompted to do so
by publication. I am sorry, Shri Tyagi
is not here, because I find a very good
economium has been paid to Sh+
Tysgi for his drive for disclosure.
With your permission, Sir, I may read
a sentence from a book which has been
sent to most of the Ministets: We also
have received copies of this book
because we happen to be Members of
Parliament. The book is by Mr. N.
Nandi. The title is: Nls that bests the
Income-tax departtent. T do not say
that all the facts are couched in 2
language which any one of us would
have chosen. But, it contains 2 set
facts which Government musi either
contradict or verify. From this book 1
find that in no Income-tax office can
you find the Income-tax Manua! made
up to date. I have worked in Govern-
ment offices. I know, even though it is
not an Income-tax office that office
procedure cannot be followed unless
there is a Manual. If you are ir the
Secretariat, you must have the Sec-
retariat Manual. If you are in the
Accountant General's office, you must
have the Account Code. With~ut that
it is impossible to work. When we
know that it has not been possible
for the Government to give as much
training to the officers as would have
been necessary. i3 i¢ not something
funny that even today, the Income-tax
officers have to rest content #i‘hb the
publication of the Manual dated as far
back as 1933? I wonder whether Shri
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M. C. Shah who is listening to the de-
bate himself has a copy of the Manual.
If he has got, I would be grateful to
him if he could let me have a copy.

The Minister of Revenue and Civil
Expenditure (Shri M. C. Shah): What
book?

Shri V. P. Nayar: Income-tax Manu-
al brought up-to-date. Any publica-
tion of the Manual after 1933.

Shri M. C. Shah: It is there: 1956. 'f
you want a copy, you must pay for ii
and get one.

Shri V. P. Nayar: Most of the ¢fcers
do not still have it. It is uefinitely
alleged in this book written oy a per-
son who was 30 years in service

Shri M. C. Shah: In what ~apacitv?

Shri V. P. Nayar: As an under-dog,
perhaps. He was not a top official.
That ig all the more the reason why
we mus: believe him, because the
lower the officer, the more the honesty
with which I credit him.

I was referring to the reason why
Shri Tyagi or Shri M. C. Shah will not
take action. Unfortunately, or foriu-
nately, the language is mnot very
happy. Shri Tyagi has been paid the
following encomium. I am reading
from page 178 of this book:

“His golden and picturesque
formula ‘We should gather honey
and not sting’ still rings in my
ears, and all the good and noble
things he expressed in this connec-
tion still give me intense joy. But
what depressed and disappointed
me was his colossal ignorance of
the real affairs of the department,
and his positive withdrawal from
the realistic situation and giving
way to fanciful thinking.”

Such things should have provoked
one undoubtedly. But in spite of that,
this book has a foreword by no less
a person than my esteemed friend
Shr! N. C. Chatterjee, who also may
ot agree with the language or the
diction.

Income Taxr Department

BMN.C.MImmt-
ing it out myself.

Shri V. P. Nayar: Even in the
foreword, he hag pointed it out. But
it contains a set of facts, which it is
the duty of Government either to
contradict or to go into. It cannot be
brushed aside, because it contains
very serious allegationg of corruption,
of inefficiency, of the lack of proper
planning, and of manipulations by
several agencies in order to help tax
evasion, And I think that it is time
that Government must either consider
these matters or publicly say—because
this book is now a public property—
that there is nothing very serious
about it. You cannot just dismiss this
book by saying that it is the effusion
of a crankish brain. Certainly not.
This book cannot be dismissed like
that.

I again want to emphasise this
aspect, that considering the non-
controversial nature of this resolution
—because I undersiand from Shri
Kamath that about 46 Members have
subscribed to this resolution, and out
of those 46, there are many Members
from that side also.....

Shri N. C. Chatterjee: 23.

Shri V. P, Nayar: .....nearly hailt
are Congresg Members besides, the
other representatives of the various
groups and parties in the House have
also subscribed to this resolution.
That by itself must show that jt is
a non-controversial measure.

Secondly, in the context in which
this has come up for consideration,
when the Finance Minister and his
colleagues are running from pillar to
pos. seeking aid, thig must lend itself
to a greater consideration. As I sub-
mitted before, if for any reason, what-
ever be the grounds of Government,
this resolutiop iz not accepted, i; will
only mean either of two things, that
is to say, either, because it comes from
the Opposition, it will not be proper
for Government, who want to have a
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wmonopoly of all the wisdom to accept
itt, or Government are bent
upon doing a deliberately foolish act,
even to ihe cost of the nation, in order
to protect less than one per cent. or
balf 3 per cent. of the tax-paying peo-
ole. Either of those must be the
ceason. I am not inclined to continue
«a this strain, but I would submit that
I am really sorry that in such an
important debate which determines
the position of our funds for the
financing of the Second Five Ycar
£lan, the Finance Minister him:..lf
should have chosen to be absent. I
know he Is in his hibernaculum, a
retreat into which has almost become
4 fashion or habit with him these

days.

Mr. Deputy-Speaker;: Why go into
«nose things?

8hri V. P, Nayar: I am pointing out
that when these questions were
raised, they were always answered
and contradicted by the Finance
Minister, Shri C. D. Deshmukh, and
I remember last time when this
matter was discussed, Shri Kamath
was told by the Finance Minister that
he would be present for reply. I am
very sorry that he is not present,
because of......

Shri N. C. Chatterjee: Something.

Shri V. P. Nayar: ...... something,
ur some developments, I do not want
to go into them at this stage.

Shri Feroze Gandbi: What is wrong
with Shri M. C. Shah.

Shri V. P, Nayar: Shri M. C. Shah,
with his innocence .....

Shri M. C. Shah: May not be able
to reply in Sanskrit.

Shri V. P. Nayar: I have the greatest
affection and respect for Shri M. C.
Shah. That is a different propesition.
Shri M. C. Shah has not been made
to answer these points, when they
were raised, and it was Shri C. D.
Deshmukh who  always answered
those points.
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I would wholeheartedly support the
resolution sponsored so very ably hy
Shri Kamath and supported by
eminent Members like my esteemed
friend Shri N. C. Chatterjee and Shri
Ramachandra Reddi. I would once
again make a request to Shri M. C.
Shah personally and to Government
that they should not consider this
resolution as a resolution coming
from the Opposition and on that
ground put it into the waste-paper
basket, as they usually do. They
shouid not do so, becausge this is a
resolution for the betterment of the
national finance, for finding out more
money from internal resources. When
you accept this resolution, you can be
sure that a very small minority of the
tax-payers, about half a million, will
be pricked, but that much prick is
absolutely essential in order to finance
the Plan for the benefit of the whole
nation,

Shri M. C. Shah: I have listened to
the spceeches of the hon. Members
very patiently and carefully, I thought
there would be rather strong speeches
on this resolution, but even the fire
of my hon. friend Shri V. P. Nayar
was not there.

I must at the outset say that I can-
not accept this resolution, but I am
happy :hat the hon. Mover hag given
me an opportunity to explain to the
House how the Income-tax Depart-
ment works.

There are very complex problems,
and perhaps, because of the ignorance
of the working of the . depar:men®.
some of the criticismg may nave come
from hon. Members, But I would like
to explain to them the whole position,
that is, the working of the Income-
tax Department from the year 1939
upto the vresent day, that is, 1958
Hon. Members may be aware that the
income-tax collected during the pre-
war days wag about Rs. 19 crores, and
during the war period the incomes
rose very high, snd the income-tax
collections went up very high. Upto
1944, :he Income-tax Department had
worked with just a - skeleton staff.
During the war period it was not pos-
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sible for the Income-tax Department
to recruit people. It was only in 1944
that the class I service was formed in
that department, and the recruitment
was started. In 1945, there were only
550 income-tax officers. In 1946, a
specia] officer was appointed to go
into the whole question of the
reorganisation of the Income-tax
Department, in view of the rising
incomes and the rising collections.
During the war-time, the figure had
gone up to Rs. 190 crores, but leaving
apart the war-time period.

Shri Feroze Gandhi: Amount evaded
or realised?

Shri M. C. Shah: Realised.

If you leave apart that period, you
will find that from Rs. 19 crores in
the pre-war days, now we have come
to Rs. 170 or 180 crores. In 1946, as
I said a special officer was appointed
to go into the reorganisation of the
whole department, and thereafter,
slowly and slowly, we have begun to
recruit the officers. Today we have got
about 1200 officers, and I am told thal
number is also not yet sufficient. All
these officers are recruited through the
Public Service Commission as well as
by promotion from the local areas
In 1950, the Varadachari Commission
reported on the working of the income-
tax department. They made certain
recommendations. We examined ali
those recommendations, and we have
tried to put inio effect some of the

recommendations which Wwere to be
adopted soon.
Thereafter the Taxation Inquiry

Commission also reported. They want-
ed to have the whole income-tax
department reorganised, and following
upon their advice, some 13 or 14
months ago, we had appointed a very
highly placed officer, who was with
the Taxation Tnquiry Commission, to
look into the working of the depart-
ment, and to suggest methods of
reorganisation and standardisation,
doing away with procedures which
might cause delay, and introduction

Income Tax Department

of certain other methods. That officer
is working on that job gince more than
one year. He hag been given special
stafl, and his report is expected by
the end o(thh month,

My hon. friend, Shri Ramachandra
Reddi, quoted my reply. We expected
that report by the end of June, but
that officer has taken some more time.
Therefore, he is to submit the report
by July, 1956.

There are three main pointg raised
in the debate by the various Members.
One is about evasion. Much has been
said of the question of evasion. Zhe
Kaldor report ig quoted here. It has
been stated that Professor Kaldor has
already stated that there is evasion to
the extent of Rs. 200 to Rs. 300 crores
and that that evasion must be taken
as a correct estimate. I do not know
whether hon. Members have read the
whole Report. We have placed copies
in the Library. We propose to distri-
bute printed copies to hon. Members.
We have already given orders to print
the Report. I was expecting that those
printed copies would be ready and
available to hon. Members so that
after going through the whole Report,
they might be in a position to say
whether those estimates were to be
accepted or. as Professor Kaldor him-
self has said, those esfimates were
founded on slender statistics placed
before him. He himself has stated that
that estimate should be taken with a
great deal of caution.

My hon, friend, Shri V. P. Nayar,
who read from the report of the
Central Board of Revenue, wanted to
inform the House that even the Cen-

-iral Board of Revenue bhad accepted

the figure to be about Rs. 160 crores.
My hon. friend is not in his seat and
I cannot say anything about his poor
reading of the report. The report of
the Central Board of Revenue hag not
stated that evaded tax is to the extent
of Rs. 160 crores. What it has stated
is that the evaded income will be
about Rs. 160 crores, and on that the
income-tax may be to the extent o



465 Resolution re 20 JULY 1958 !nquwi-hw"kugd 4£6
Department

about Rs. 40 croves. We have all along
said that there has been evasion: we
have never said that there hasg been
no evasion. We have maintained
already that there is evasion to ths
extent of Rs. 30 to Rs. 40 crores, and
slowly we are trying to remedy that
state of affairs.

Shri M. C. Shah: As I said, if
Nayar has come back. As I said, the
ﬂrg_ha;mwtnfhlm.

Shri V. P. Nayar: Did you pour cold
water.

Shri M. C. Shah: As I said, if he
reads the report, he will find that his
reading was not correct. Ha knows
English well. He was in government
service, as he himself stated. So he
may be knowing about all these things.
What was mentioned in the report of
the Central Board of Revenue was
that the income was about Rs. 160
crores, that is, evaded income. It is
different from income-tax opn the evad-
ed income.

Shri V. P. Nayar: I want to correct
the hon. Minister. Perhaps, I do not
know the meaning of English as he
knows. But this is how it reads:

“It is estimated that the evasion
* of income is of the order or Rs. 160
to Rs. 175 crores......

Shri M. C. Shah: That was what I
said. It must be distinguished from
evaded income tax. The tax on the
evaded income is different from the
evaded income. If my hon. friend
meant that evaded income was Rs. 160
crores, I have no quarrel with him.
But he said that as against the estimate
of Rs. 200 to Rs. 300 crores of eva-
sion of income-tax mentioned by Pro-
fessor Kaldor, the Central Board of Re-
venue had admitted about Rs. 169
crores of evaded income-tax. That
was what I understood him to say.
Therefore, I had to correct him. If
he says that the evaded income is
.Rs. 160 crores 1 have no quarrel with
him,
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Shri V. P. Nayar: What is the tax on
that?

Shri M. C. Shak: It may be about
miocmm.bacausenlltbelh.lﬂ
crores may not be in the higher slabs,
that s, those paying 14} annas.
Somemaybchthclowlnmmb.

maybelnbetmandahoulns. 20
crores may be at the higher income
level. We have never made a secret
of this inference.

Shri V. P. Nayar read from page 124
or so some statement of Frofessor
Kaldor and said that it was shameful
for the Government to have all those
statements. I am afraid that Shri V. P.
Nayar may not perhaps be aware of
the fact that Professor Kaldor was in-
vited by the Finance Minister himgelf.
We wanted to know how the matter
stood. He is considered to be an ex-
pert in England. We wanted to have
him here to go into all these matters.
Therefore, we are not afraid of what
he has stated. We have to examine
his Report, to verify the estimates that
he has made and study the suggestions
he has made and thereafter, to find
out if we can just add to our resourges
by adopting some of the suggestions he
has made. We are already studying
that Report. With regard to certain
suggestions about additional forms of
taxation he has made, perhaps, Shri
V. P, Nayar may be knowing that we
have already sent three officers’ to
various countries. to Swedan, Japan
and United States of America, and we
are sending another highly placed
officer to just co-ordinate the studies
that they are conducting on the sugges-
tions made by Professor Kaldor.

About evasion, we do not say that
there is no evasion; we accept that
there is evasion. How to find that
evasion out? We are just trying the
methods to detect evasion. The In-
come-tax Investigation Commission
had suggested the starting of a special
department to investigate cases from
where they had left. Already we
have the Directorate of Inspection and
Investigation to go into these cases.
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We have created special circles all
over the country where all these im-
portant cases are concentrated and
we have already placed very efficient
officers to look into all those cases.
We are trying to tighten up the
machinery of the income-tax depart-
ment andwlre'h-ym;toplugthe
loopholes in the Income-tax Act.

Every now and then we are faced
with some difficulties,; We have the
rulings of the Supreme Court. We
come here for the amendment of the
Act, The other day we wanted to
have section 5(7TA) amended and the
hon. Member opposite who spoke so
vehemently about evasion and about
the working of the income-tax admi-
nistration was there to oppose that
measure which the Government want-
ed to bring in order to rope in those
big people who had their activities
spread all over the country and to
have their cases dealt with ‘by some
special officers in specified circles.

Shri N. C. Chatterjee: I may just
interruptt What I pointed out was
that the amendment was based on a
mis-reading of the judgment of the
Supreme Court. The Chief Justice of
the Supreme Court pointed out that
there should be some standards, some
canons, some objective tests which
should be prescribed before you allow
a case to be taken away from Deihi,
say, to Travancore or Timbuctoo. That
is very improper. That is what I
pointed out, You should prescribe
certain conditions in order to make
the Act equitable, fair and just.

Shri M. C. Shah: He says that he
was for that amendment of 5(7A). 1
take him at his word,

As | was pointing out to the hon.
Members, we are trying to plug the
loopholeg in the Income-tax Act.

There are two kinds of evasion: one
is evasion by legal methods, taking
advantage of the loopholes of the
present Act and the other iz having
fraudulent account books—two or
three sets of anrount books......

Income Tax Department

Acharys Kripalani (Bhagalpur-cum
Purnea): There is also a third
method; bribing the administration.

S8hri M. C. Shakh: We took last time
powers to find out whether there are
double sets of account books, whether
there are fraudulent entries made in

too, there was opposition and there
was some reluctance on the part of
some hon. Members of thig House to

of

powers. But, if you want Govern-

ment to find out all this concealed in-
come from the genuine account books
that are not shown to the income-
tax department, it is absolutely neces-
sary that Government should have all
these wide powers.

I may inform the hon. Members of
this House that because of all these,
perhaps, defective sections of Income-
tax Act—after the passing of the Con-
stitution—we propose to have a high-
power Commission or Committee—
whatever name we may like to give
it—to go into the whole Income-tax
Act and to codify it with a view to
see that it may be simpler and more
effective, We may not then have to
face questions arising out of judeg-
ments of the Supreme Court.

The House is wéll aware that the
Income-tax Investigation Commission
Art was passed by this House and
about 1200 casés under 5 (1) and 5 (4)
were referreg to' the Commission.
Some of the cases were investigated
and settled and nearly Rs. 50 crores
of concealed income was found and
nearly Rs. 28 to Rs 29 crores of

income-tax was to be realised and
there were still many more cases
pending before the Commission. The
matter was taken up to the Supreme
Court and section 5(4) was held ultra
vires of the Parliament and we had
to amend section 34(1A) in order to
dispose of these cases under sectioa
5(4).
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Then there was another case in
hich it was decided that after the
t of 34(1A), section 5(1)
was not effective. Therefore all those
cases which were not disposed of by
the Commisgion before 17th July 1955

|

could not be disposed of by them.
Then, there was another judgment
which declared that all those cases

defer our activities bécause of certain
rulings, We have to come again to the
Parliament for the amendment of the
Act here and there. In view of these
complications, hon, Members will
realise that we are working under
great difficulties.

Shri Feroze Gaadhi: The hon. Minis-
tér said he is going to appoint a
Commission, May I remind him that
last October he had promised to ap-
point a Commission to enquire into
the Dalmia-Jain affair and may we
know what happened to that Com-
mission?

Shri M. C. Shah: I am sorry it has
no relevance to the matter before the
House. If there ig a question, I will
reply. It may not be relevant for me
fo enter into a controversy in this con-
nection, This Commission is to be ap-
pointed rather to codify the Income-
tax Act in order to make it very simple
and more effective, -

Acharya Kripalini: He wants only
some information and no controversy.

Shri M. C. Shah: I am just saving
what are the difficulties that we have
to encounter.

Shri Kamath: The Supreme Court
is a great difficulty.

Shri M. C. Shah: I cannot say any-
thing about that. We have to bow to
the decisions of the Supreme Court.
Whatever defects there are in the In-
come-tax Act, when considered along
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with the Constitution, are to be re-
moved and we want to make the Act
very simple and more effective. That.
is what we propose to do.

So far as evazsion i3 concerned,.
Government are more anxious than
even the hon. Members who have-
spoken, to bring these evaders to.
book; but there are difficulties and
difficulties. We had only 550 officers
by 1945. Slowly and sldwly we in-
creased the number and today we
have 1200. They are new people and’
we have to train them up for two
years, For the first 18 months they-
are to be trained in the Income-tax
law and other laws and thereafter
for six months they are to be given
practical training, Then they have to.
work as understudy with officers. We-
are taking all those officers through
the Pubiic Service Commission and
they come from highly .ducated
families. They are not different from
what the officers are in other d-part-
ments, but they have to study all those
things. Therefore, it takes some time.
I am sure that we have practically
turned the corner and we will_be in
a better position to show very good
results slowly in the course of a year
or two,

My friend, Shri Reddi, referred to
a point which I might take up. I
had already mentioned that we would
take 250 officers. It is correct. We had
decided last year to take 250 officers
from Inspectors and have them there.
But then we had appointed an Officer
on Special Duty and he said that by
re-organisation, it will not be neces-
sary to have all these 250 officers. He,
therefore, requested us to whit till the
report comes. Now the report is com-
ing. Last year we wanted to have 25
additiona] Assistant Commissionérs
also. We know that there are arrears
in assessments and arrears in appeals,®
and really speaking, we are trying our *
level best so that all those arrears
may be cleared up soon and thereafter
no case may be kept pending for more
than a year or so. My view is that no
avpeal should be kept penéing for
more than a year, I am going round
all the big cities just addressing the-
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Income-tax Officers and impressing
:upon them this aspect of their work. I
~am sure within a year or two the time
‘will come when those people who al-
ways ask for adjournment will com-
flain that there are strict measures to
.dispose of the assessment sooner. That
.is what I am envisaging.

There are two other matters also
along with this evasion question. There
is corrupfion, I am aware of that fact
and I admit that there is corruption.
“We are trying our level best to do away
‘with corraption, Though we are not
100 per cent. successful, I may inform
-the House that we have been success-
ful to a certain extent. I may inform
the House that six officers have been
dismissed very recently, and I invite
all hon, Members to supply me with
-any information they may have got. 1
can assure the House that that matter
will be immediately taken up to its
logical end, Two hon. Members of the
‘House last year informed me about
corruption with regard totwo Income-
tax Officers. I took up the matter im-
‘mediately. One of them had beén
prosecuted and sentenced to two years
imprisonment and anothdr had been
dismissed. On appeal to the Unfén
‘Public Service Commission, the Com-
mission said that he may be removed
from service, though it does not mean
very much. We had already recom-
mended six officers to be dismissed
and many more are under investiga-
tion. We hope to take the strictest
measureg possible the moment there
is some substantial information given
to us. We feel that we must do as
much as possible for the Department
and, therefore, we have created a
:special investigation department
wherein all these complaints are taken
In hand,

\ Shri Kamath: Since when?

Shri M. C. Shah: Immediately. I
.can assure my friend, Shri Kamath,
that if he gives any information, he
will find that action is taken immedi-
ately to its logical end. The two hon.
Members—they are not here at the
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moment—will testify to that fact. I
will not deter for a moment even if
afterwards anybody comes forward for
showing mercy in respect to those
officers.

Shri Kamath: The Minister stated
that there was a special department
in his Ministry. I want to know since
when,

Shri M. C. Shah: Since 1952, but it
has started woizing very well since
the last two years.

Shri Bhagwat Jha Aszad (Pumea
cum Santal Parganas): May I know
whether, in the first instance, if any
Member gives information on the
officer who is corrupt, that case Is
sent to the same officer for enquiry?

Shri M. C. Shah: I take that infor-
mation as confideniia] Information and
I depute very senior officers to look
into the matter. If you want to satisfy
yourself, I will give you the names of
the hon. Members concerned, and you
can jus. find out what bhad happened
from those two Members who were
courageous enough to give me the
information. I hope that all hon.
Members if they come in possession
of any such information, will pass It
on to me and then they will ecec
whether action is taken on it or not.

There is another matter and that is
about public relations, harassment and
all.those things. I know that there are
complaints about harassment. I have
enquired into many of them. With
great regret I must say that most of
them came from the parties who were
interested because nobody likes to pay
taxes, Here in India the income-tax
assessees have tp flll in their income-
tax returns. Whatever incomes they
have had has to be put in those
returns. They have to prove that that
is the only income that they have got
during the year of assessment
Therefore, at times,- the Income
tax Officers have to put certais
queries, but the people concern
ed do mnot like those queries
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My friend, Shri Trivedi, is not here,
but he cited a case last timg that
because a certain officer wanted a car
to be supplied to him and because that
car was not supplied to him, the
Income-tax Officer assessed the indivi-
dual’s income at something like
Rs. 8,00,000; then when iL went to the
Tribunal, it was reduced to Rs. 79,000.
I got that information from him. We
immediately enquired into the matter
and the factg are otherwise. I am sorry
to say that Shri Trivedi was very
much misinformed. The facts are
these. That gentleman did not give
+ig income-tax return for about six
months. Then he was pressed o give
it. He gave the return which showed
his income as Rs. 1,49,000. When the
case came up for hearing, certain
questions were asked and they were
not answered there and then, but he
asked for adjournment, Four or flve
adjournments were given and eminent
lawyers were brought in. Even after
the fifth adjornment he did not appear.
He wag asked to appear again but he
did not. Therefore, an ex parte deci-
sion was iaken. The Income-tax
Officer can take a decision only from
the reports that he can gather. There-
fore, he was assessed at Rs. 11,00,000.
The matter went to the Tribunal. The
Tribunal also held :ihat Rs. 5,85,000
or so was the income. But the man
had put in return for Rs. 1,49,000
only. The Tribunal approved of tne
action of the Income-tax Officer about
the ex parte proceedings, and fixed
ihe income at Rs. 5,85,000 or so. This
shows .that Shri Trivedi's complaint
was based on wrong information.
Before taking the information, one
should very carefully look into the
matter and should independently go
intg the true state of things. Where-
ever I have gone, I have told the
incometax officers to be very
courteous. I have come in contact with
the income-tax officers individually as
well ag at meetings. I have told them
that they should be very courteous.
There should be ng case of harass-
ment. In this democratic Republic,
there are the elected representatives
of the people and they must give

very nice treatment to the assessees.
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though they must assess them accord-
ing to the information available to
them.

Shri Kamath: Nice trestment means
what?

S8hri M. C. Shah: Just give them
cold water ......(Interruptions.) I
have alsg impressed upon them that it
is not the intention of the Government
to get a pie more than what is justly
due to the Government but that we
are also not prepared to let go even a
pie that is justly due to the Govera-
ment.

Shri Nayar referred to the manual
It has been brought up to 1956 and
every officer is supplied with a copy.
Inon:lertohe]pthemmwehave
brought owt in simple language a book
showing the responsibilities of the
aysessees: how to fill in the form and
other things.

Shri Kamath: When was it done?

Shri M, C. Shah: Probably a year
before. It is running the thirteenth
edition. We are arranging to have
copies in all the fourteep languages of
the different regions. We Lave prepar-
ed a layman's book so that the
lawyers may not come in the way.
My friend, Shri Chatterjee may not
mistake me it I say that I have found
that mostly those professional people
did not give their correct returns. I
have verified these, So, these books
have been brought out so that they

may not go to the lawyers or to the
income-tax practitioners.

We have also three public relations
officers, one each at Madras, Calcutta
and Bombay. We propose to extend
that system, The small assessees go to
them for guidance and advice,

Shri. Kamath: Anybody in Delhi?

Shri M. C. Shah; Not yet. But, we
propose to help the smaller assessees.
We know that big assessees will have
bi.(cotmlelatoshowﬂlemtheﬂyal
to how legal evasion can be effected.
So, we fre to help the small assessees
and so we are trying to dp what we
can about them.
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My friend, Sbri Chatterjee, said that
there should be an external and inter-
nal survey. He will be interested t{o
know that in the last three years we
bave already visited 4,31,205 shops and
brought on record about 59,147
assessees. We propose to extend that
system. We want to see that every-
body who has to pay income-tax pays
it tully.

I have got here certain figures but
it will take much time if I quote them.
Even though the limit of exemption
has risen from Rs. 3,000 to Rs. 4,200
there has been an Increase in the
number of assessees. There is no
necessity to have such a committee as
suggested by Shri Kamath. I am glad
that this opportunity was given to
the Government to explain the way in
which the Government is administer-
ing the income-tax department. I do
admit that there is evasion; harass-
ment and corruption should also he
done away with. I entirely agree that
all these things should be done. There
is room for improvement. The incomes
are rising and we want to have more
money for the Second Plan and if you
can bring more money to the Govern-
ment it will always be helpful. We
are alive to these things. I <can onlv
assure the House that no effort will
be spared to secure the objectives that
the hon. Mover had in his mind while
movine this resolution, There are
shortcomings and limitations but 1
know that, with the fullest possible
co-operation from the Members of
this House and the other House, we
can do a lot towards the improvement
of the administration. Some hon.
Members talk to me In the lobbies
:bout this evasion and that but when

ask them to put it in writing they
are afraid to do so.

Sbri Kamath; What you tell ug in
the lobbies, you need not tell here.

Shri M. C. Shah: What I wanted to
suy, Mr. Kamath, is this.

Mr. Deputy-Speaker: Mr Kamath
should not be told directly.

Income Tax Department

Very valuable information was given
to me and one officer was corrupt. He
was convicted and another officer wis
dismissed, If the hon. Members can
give me such information, I can as-
sure them that all possible measures
will be taken to investigate the cases
and punish the offender, guilty of cor-
ruption or harassment. But the hon.
Members should have correct infor-
mation in their possession and not
suchinformaﬁonaswasaivenmtbr
my friend, Shri Trivedi. I just now
referred to that case.

I would like to take five minutes
more but the time is up.

Shri Kamath: I would take about
fifteen minutes.

Mr. Deputy-Speaker: Is the House
prepared to sit for some more time?

Some Hon. Members: Ten minutes.

Shri Kamath: Mr, Deputy-Speaker,
as I listened to the Minister of Reve-
nue and Civil Expenditure, I felt con-
vinced that there was, and there is, &
skeleton in his cup-board and this
skeleton he is strenuously trying to
conceal, trying to hide from public
view and trying to see that light does
not expose it to the public view. It is
unfortunate that the gspirit of the
Second Five Year Plan has still not
infected the Minister, His compla-
cency is patheiic.

Mr. Deputy-Speaker: He has been
unsuccessful in concealing it when
you have found it out.
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Shri Kamath: He has admitted in
the course 00 his speech towards the
end many things, In the course of
his pereration he has admitted cor-
ruption, he has admitted inefficiency,
he has admitted the existence of heavy
arrears and he has admitted ill-orga-
nisation. After having said all this,
he throws up his hands and says:
“Why this Committee?” If that, Sir, is
the approach of the Government to

problems of this nature, to important °

Pproblems of this nature the attitude
of responsibility and responsivity that
'Government brings to bear upon pro-
blems of this nature, which affects
our national flnances, I despair not
merely of the success of the Second
Plan but also. Sir, I despair of the
growth of a sound, strong, puissant
parliamentary democracy where gov-
ernment is responsible and responsive
to parliamentary opinion.

I thought there was no need for me
to stress this aspect of the matter, My
hon, friend Shri Chatterjee has ably
advocated one of the main aspects of
‘this particular resolution, asnd my
friend Shri V. P. Nayar, on my right,
has driven another point home. This
resolution has béen supported, as the
bulletin, other records and all other
papers show, by all sections of the
House for the first time in the history
of Parliament, As far as I am aware,
‘no other resolution has been support-
ed by so many members and so many
sections of the House—both are there.
46 Members of the Lok Sabha, and
among them nearly or over 50 per
cent. are members of the ruling party,
—have supported this resolution
though it is unfortunate that today...

Shri B. D. Pande (Almora Distt.—
North-East): I am opposed to it.

Shri Kamath: I do not know your
attitude. From the Himalayan heights
I do not know what attitude you will
take. You may get some jadi booti for
income-tax also.

About thig resolution, as I have al-
ready said, there has been support
from over 23 Members belonging to
‘the Congress Party and the other half
Tepresent all other sections of this
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House Today, however, I was rsther
surprised to see that not a Member of
the ruling party stood up to speak
either for or against the resolution.
But, be that as it may, we have been
familiar with this attitude of the
Government on various other matters
vitally affecting Parliament and the
people. I am familiar with this atti-
tude. It has been reflected on other
occasions also. In spite of a clear ex-
pression of opinion by Parliament
Government have turned a deaf ear to
the demand made on the floor of this
House for enquirieg into various mat-
ters.

I wil]l refer, Sir,—because I am
racing against time—to only one or
two other points which have been
Sought to be made out clearly, but un-
fortunately not so by the Minister.
He referred to arrears that have ac-
cumulated. He said he had gone on
4 hurricane or a whirlwind tour or
something like that, a very swift tour
of all the establishments in India to
see that these arrears are disposed of.
But as long back as 1949—it ig not a
hew story—the Income-tax Investiga-
tion Commission referred to this mat-
ter—we are today in the year of
Grace, if it is Grace at all, 1956—and
even today what has the Minister to
say? He says, we have got arrears
and we are trying to get them dispos-
ed of. If that is the pace at which this
Government moves—seven years have
elapsed and still they are trying to
get these arrearg attended to and dis-
posed of—I do not know where it will
lead us to. The Commission used
strong words about this matter. They
said:

“Taking the structure as it is
planned, we think that it requires
to be strengthened and re-arrang-
ed immediately in certain res-
pects if the heavy arrears are to
be reduced and, above 1ll, a libe-
ral provision has to be made for
reserve in all grades and classes
of establishment for emergent
work.” :

The carlier Commission, the John
Mathai Commission referred f{o
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another aspect of the matter and said:

“We have been assured by the
Central Board of Revenue that a
long (mark the words) overdue,
expansion scheme is now well un-
der way of implementation.”

That was said by the Income-tax
Enquiry Commission of Dr. John
Mathai. I would like to know from
the Minister—] know it would be
impossible for him; he .won't be able
to tell me—whether this long overdue
expansion scheme has been taken in
Hand at all, the progress it has made
and what sort of progress it hug been.

Shri M. C. Shah: I have already
stated that from a strength of 500 to-
day we have 1200 officers.

Shri KEamath: Not the number of
officers; their efficiency and all that.

Shri M. C. Shah: With regard to
efficiency also I said that the repott
will be ready. -

Shri Eamath: There is no time-for
all that now.

Now, Sir, I would refer to one or
two other matters and then close. The
Second Five Year Plan, as we all
know, envisages not merely loans
from foreign countries, not merely
deficit financing, but also fresh taxa-
tion. Only this morning there was a
question in this House on this subject,
as to what measures the Government
are taking with regard to the provi-
sion of Rs. 450 crores. Even if the
figures of the Central Board of Reve-
nue are taken with regard to the eva-
sion of income-tax—in addition to
that there is the extravagant adminis-
trative expenditure and waste which
has to be minimised or even done
away .with, I am sure we will not
have to go to other countries with a
begging bowl, and Government also
will not be compelled to resort to
fresh taxation putting a burden on
the impoverished people of this
country, provided proper steps are
our country has got a population of
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only one million who are liable to pay
income-tax, and only half 4 million or
a little more than that actually pay
income-tax. .

Sir, kindly look at my resolution.
What is there that the Minister can
possib'y take exception to? What can
the Government take exception to m
this resolution? The income-tax
depariment is one of the main, and
most important departmenis of Gov-

emment. I said last tine that
this income-tax department is.
IT — the ‘it' of the taxation:

world. Therefore, it merits a good
deal of attention and care from Par-
liament, My chief concern is that this.
department should function more effi--
ciently and less corruptly than i{ has
been doing so far, The Minister him-
self has admitted the presence of
these evils: it is corrupt; it is inefi-
cient; it is ill-organised. Yet, they
would not accept thé need for an en-
quiry, I fail to see why the Minister
has chosen to oppose this resolution..
It must be out of sheer cussedness.
Nothing else, If the resolution had
been accepted by the Minister and by
the Government it would not only
have brought a Commission into being
but it could have devised ways and
means of making this department
more eMclénrt. and more serviceabie
to the people and to the nation, than
it has been so far, -

One word more and I will have
done. If this Committee or Commis—~
gsion had been set up, its termg of re-
ference might "have included—of
course, it is a matter of detail and the
various details as to how the Commis-
sion should function could be thrashed
out—an item asg to how this income-
tax administration functiong in Jam-
mu and Kashmir State, Today, iw
Jammu and Kashmir State, I under-
stand that there are various flaws and
defects and that the working of the
income-tax department there is not
at all satisfactory in the whole of
Jammu and Kashmir State, If this
Committee had been set. up. I am
sure that this House and this Parlia-
ment might have agreed to include
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that item also in. the terms of refer-
ence for this Commission, beeause
Jammu and Kaghmir is a part of
India. The income-tax work extends
to the entire country—to the whole
of India—and Jammu gand Kashmir,
therefore, might have been included
in the terms of reference. Unfortu-
nately, it is not going to be so. But,
in spite of that, I hope that the House
will agree to this resolution on the
consideration that it has been sup-
ported by a large number of Mem-
be'rs during their speeches, and other-
wise.

I would conclude by quoting a slo-
kardha and not a sloka, I quoted
some slokas last time, I expected that
the Minister of Finance would be here
to reply. He had promised to me pri-
vately that he would be present here
to reply to me in a similar vein 1n
Sanskrit, But he is not here, Any-
way, I would only say this to the Min-
ister now:

% FUET GIF: F TG |

It this income-tax department,
its working, fails, the whole ad-
ministration is in danger of col-
lapsing or will collapse. If they
cannot manage this income-tax
department, I do mnot think they
will manage any other department
efficiently or well, I said so last
time, If you lose on income-tax,
you will have sankatam, that is,
crisis. If you gather income-tax
well and administer the depart-
ment well, you will have samrid-
dhi. Again:

fad; fery mgmae f 7 frsafa arad)
If you succeed in this big task,

—mahayatna if you set this in-

come-tax department right, what

else can you not achieve in admi-
nistration?

I oppose, I deplore, the Minister’s
attitude to the resolution. I am sorry
that he has taken up such an atti-
tude. I would only commend my re-
solution for the acceptance of my
hon, and wise Members of the House
in spite of the Minister's opposition to
e,
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Mr. Deputy-Speaker: 'l.‘h-nmm
amendments—one by Mulla Abdulla-
bhai and the other by Shri D. C.
Sharma. Both of them are absent. But
I shall have to put the amendments to-
the vote of the House.

The question is:

That for the original Resolution, the-
following be substituted:

“This House recommends that
a Committee consisting of seven
members, not less than four of
whom should be Members of Par-
liament, be constituted to enquire
into and report within six months

- about the working of the income-
tax department, with recommen-
dations to improve the efficiency
in the administration of the de-
partment, to remove the corrup-
tion and save the assessee from
harassment—thus leading to quick
assessment and better results in
revenue collections.”

The motion was negatived,

Mr, Depnty_-&mker: The q.lestion-
is:

That for the original Resolution, the-
following be substituted:

“This House recommends that a
Committee consisting of seven
members, two of whom should be
members of Parliament, one of
whom should be Inspector Gene-
ral of Police, one of whom should
be a retired Judge of the High
Court, one of whom should be a
répresentative of businessmen,
one a representative of salaried
classes and one a retired Income-
Tax Commissioner, and presided
over by the Finance Minister,
Government of India, should be:
constituted to inquire into the
working of the income-tax de-
partment and submit its report
within eight months”. )

The motion w23 negatived,
Mr. Deputy-Speaker: The smend--

ments are lostt Now, I shall pdt the-
Resolution to the vote of the House.
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The question is:

Resolution re
[Mr. Deputy-Speaker]
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" “This House recommends that a
‘Committee consisting of seven

members, not less than four of

and Asion Nations is UN.O.

partment leading to quick as:ess-
ment and betier results in reve-

[ ]
whom should be members of Par- nue collections.
liament, be constituted to enquire The Lok Sabha divided: Ayes 1%
into and report within six months Noes 67,
Division No. 1 . [s-2 P. M.
AYES
* Chattetiea, Shri Tushar. Hanada, Shri Benjsmin Reddi, Shri Ramachendrs
* Chatterjee, Shri N, C. Kamsth, Shri Rhastri, Shri Reja Ram
- Chowdhury, Shri N. B. Maitrs, Shri M. K. Singh, Shri R. N.
Dus, Shri, B. C. Mukerjee, Shri H. N. Sinha, Thekur Jugal Kishore '
Deogam, Shri Muniswami, Shri N. R. Waghmere, Shri
NOES
.Abdus Sattar, Shri Ganga Devi, Shrimati Murthy, Shri B. S.
_ Achal Singh, Seth Husds, Shri Subodh Naidu, Shri R. G.
. Altekar, Shri Hazarika, Shri J. N. Narsimben, Shri C. R.
. Alva, Shri Joachim Hembrom, Shri Naakse, Shri P. S.
Bassapa, Shri Hem Rsj, Shri Natarsjsn, Shri
Bhagat, Shri B. R. Iyyunni, Shri C. R. Nehru, Shrimati Shivrajveti
" Bhargava, Pandit M. B. Juin, Shri N. §. Pande, Shri B. D.
Bhargava, Pandit Thakar Das Jatav.vir, Dr. Paul, Shri S. K.
Bhatt, Shri C. Jaysshri, Shrimati Rachish, Shri N.
Brajeshwar Prasad, Shri Jethan, Shri Rajabhol, Shri P. N.
Ch jee, Dr. Susilranjan Joshi, Shri A. C. Remsswamy, Shri S. V.
- Chaturvedi, Shri N Joshi, Shri Jethalal Ranbir Singh, Ch,
Chaudhary, Shri G. L. Joshi, Shri Krishnacharys Raut, Shri Bhols
Das, Shri Ram Dhani Kakkan, Shri Sabu, Shri Rameshwar
Deshpande, Shri G. H. Kamble, Dr. Samaenta, Shri §. C.
Dubey, Shri R. G. Kathsm, Shri Sharma, Shri K. R.
Dutta, Shri S. K. Khan, Shri Sadst Ali Singhal, Shri 8. C.
Dwivedi, Shri M. L. Krishna Chandra, Shri Suresh Chendrs, Dr.
Bacharsn, Shri L Majithia, Sardar Thimmaish, Shri
Elayaperumal, Shri Malaviys, Shri K. D. Thomas, Shri A. M.
Gandbhi, Shri Feroze More, Shri K. L. Tiwsry, Pandit D. N.
Muh d Shaffee, Chaudburi Venhatsraman, Shri

Gendhi, Shri M. M.

Gandhi, Shri V. B,

’RESOLUTION RE. REPRESENTA-
TION OF AFRICAN AND ASIAN
NATIONS IN UN.O.

Shri Brajeshwar Przsad (Gaya
"East): May I seek your permission to
just move my Resolution and resume
my seat, so that I can speak on it next
-time?

Mr. Deputy-Speaker: 7There is one
-difficulty, The old business could be
continued without a specific extension
of the sitting; but, if a new business
4s to be taken up, the House would
have to give its approval for a definile
+axtension of the sitting. There ought

The motion was negatived,

to be a specific extension of the s
ting up to 5-30 P.M. Does the Hou
approve of It? -

Severa] Hon, Members: Yes.

Mr. Depuly-Speaker: The sitting
extended up to 5-30 P.M,

Shri Brajeshwar Prasd:
move:

“This House recommends to the
Government of India to press foi
the.revision of the Charter of th¢
United Nations so that Africar
and Asian nations may be repre
sented in the UN.O, in propor
tion to their population and tha

I beg





