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COVMlituQN PBIVAD lUll-
BaS' BIIi£S AND BBSOLtJTIONS 

Fun-nrra Ruoft 

....... a ......... CKapurtlWa-
Bbatiada): I bel to DlOve: 

"That tbia House qrees with 
the J'ift7-fIfth Report of tile C0m-
mittee OD Private Memben' Bills 
aad Remlutiona presented to the 
Rouse OIl the 11th JuI7, 1858." 

Slut B. D. ...... (Bulandababr 
DIstt.): Sir, I bave to rise on  a point of 
order •••• 

1Ir. Speaker: To tbia report? 

Slut B. D. 1IIsn: To the motion 
moved b7 Sardar Hukam Siqb. In 
thiJ report I bave seen that the Beso-
lutiou of Sbri B. V. Xamath bu been 
iDduded aDd put In the apada. It 
c:aDDOt be put. Because. all Resolu-
tions peadjDg •••• 

111'. Speaker: May I say this for the 
consideration of the hbn. Member? 
This only deals with the allocatiQII of 
time. When I come to Shri B. V. 
Kamath'. Resolution. if the bon. Mem-
ber bas my objection, be can raise. 

Ibn B. D. 1IIIsn: Time bas been 
Ulottecl. 

1Ir. Speaker: Merely because time 
nas been allotted, if a BUI or Resolu-
tion C8IlIIOt KG on and there is some 
cWBeulty, it can be raised. Allotment 
of time does not carry us mywbere. 

'!'be questfoa is: 

'"That this Bouse agrees with 
the I'lft;y..ftftb ReDort: of the Com-
mittee OIl Private Memben' Bills 
UId RaolutioDS presented to the 
Bouae on the 18th July, 1111." 

BaOLU'l'IOIf" ilMQUI8Y • .,., 
WOR.ItDfG f1' DICOJIB UX: __ 
pAll'1'lll:lft' 

1Ir • .,.all_:· Now. tile _WUl 
CODtia .. furtber ~ "'tile 
folllnriq a-oJution IDOnd .., 'Ibri • 
H. V. Xamatb on the 11th 1Ia7. ~: 
'"'Dais .... ftItE·m, ..... tba& a 
Ccamittee CODSistiDC of .... 
memben. DOt leu tbu four of 
..... IbGuJd be ........... ar 
P a~ be aoastituted to ... 
quIN iuto aad repaft wltbID ... 
IDODths about the WOI"kinI ar tile 
IDcome Tax Deputment. with 
JWOIDIDeadatioDl to ~ ... 
e8lcieacy In the .clmjniMratiaa ar 
tile deparlmeDt leadiDc to quick 
.. PleDt aad better results In 
"fteDUe co1lecti.oDL" 

Sbri D. C. Sharma was in poa, u. 
of the Bouse. What bas the IIGD. 
Member Pi to A71 

SlId IL D. .... (B,d.Dd •• br 
Distt.): My objection is that.. the 
Resolution ... pendin, in tile last 
seIIioD. it CIUIDOt be taken In tbiII ... 
siGn, because the Beao1ution. !apia 
with the proroptiOD of the JIau& 
The Bouse was pzoroaued OIl the 2Dd 
of June. The Beao1utiou lapses .. 
the JJI' f I~ of the Bcnue. UDder 
sub-dause (3) of artic12 107 of oa. 
Coaatitution. oaly Bills bav. bela 
saved from lapsing. The article IQI: 

"(3) A Bill pendiDl ill Parlia-
meDt shall DOt lapse by reason of 
the proroptiOD of the HouseL" 

Mothinl baa beea. said .bout .... 
lutioas. 0al7 Bills can be tIIkeD up 
because it bas been specially paovidlld 
in our Conatltution. At tile .... time. 
we have to .. wbat tbe eJrec:t of pro-
roptiOD is. OIl pace 105 of'tltrodllc-
CioII to die P?ocecIare 01 dae Roue of 
Commou ~ CamPicm. it is saicI: 

'-rhe eJrect of • PloroptLaa is to 
............ ovw ... Pad' ........ 
817 Ilate. All pn ..... 'n.. widell 
have DOt been coaapleted as. e ... 
all Bills which, have tailed to 
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• .rm.YUM ............ 'r .•. .,. _< .... ...... , .... . ........ 
You ~ .. "JoIIII c-nn .... _ 
tile Statea ..... n ...... _ ... tile 
c-titutiaa "(XiDtb ~  BIll 
... __ "d tID .... dudnI tIaia 

Jater ...... ad we .. "'" ~ to 
.,. fraID tile 2nd at ... --..' UDta 
we repoded .... tile GIller _. '!'be 
queatiaD .. railed ........ tbat ... 
alIo Il1eaaL . 

1Ir. s,--= '!'bat ,.... to a BDL 

8IIrI N. Co ~ What 1 am 
~  ... _ .'that if 7'N tUe .tbat 

.....unc. ...... GIll' npari ....u 
be.t&I&Iw triru. .ellnican,. ......... 

1Ir. IpeUIr. '!'be haD. II ....... 
need DOt be under tile impnIaiaD 
tbat 1 have came to ...,. cnneh'eioN 
OIl tbia m.UieI'. As be would ..... 
Ul3' particuJa cue. be IDiPt tell me 
that tbeIe en all tile objecticma that 
can pauibb' be niIed. Under article 
107. pazticul.rq. aD aceptiaa • JUde 
in the cue of a BD1 pendtn. III 
ParJiameDt, If a Bill baI beea refer-
red to • conunittee, tbea II it not aIH 
to be conaiderecl or held _ pendi.,. 
in ParliameDt? A committee of 
ParUament iI a wine of the IIou8e. 
Therefore, does it not ccae under tile 
aception created in cla1lle 3 of 
article lOT? 

Slut N. ~: The . 0DI7' 
tbina I would mbmit for ~ consi-
deration is tbat then are DO aprea 
words whieb absolutely .,. tbat a 
motion or ~ t Jl or .......... ent 
.ball automatically cease aad be 
trutecl _ wiped out,· and aut DOt be 

be taken .... accoaDt. UDIess it .. 
reintroduced tonnaII7'. . 

WIleD the uticJe IQ'I tbat a BIll 
pendina in Pu-Uement abaIl DOt --. 
1 submit tbat there iDa,. .. ~ 
IIltecPletatioa ........ h1e ...... 
that reprdiq GIber IIiiatten. it iI left 
to tile dIacntIaD at Parlluleat, No 
cause if it ... the IDteDtIaD tbat 
...,. otMr matter abaI1 be canan 
JIIeteJ7 obIita'aW fnID tile ... Ban 
......" Jirla ........... an· .. · ..... 
.... :eDb" .tier fonaaU:r ........ ,., 
tnduaIid .... · .......... ... 

... to .............. ...... 
ill ....... PM ., .., ..... _ .... 
,PnJViUoa. JWH ant..... JI' .• 
IOYeNip ..... 1 III .............. 
"'-7 ...... .fa.... •• til 
that NIiduarJ ................ _ 
DO ...... JiIQaDetIaa .... CeaaeI-
batloa. naIe IU. 1 ........ " JlIIaI ..... 
lutel,. out of ord& 

.... I. ... (IIhoIapur): u.. 
tanaaatelJ'. ear c..111... ..... 
DDtd ...... _ .... __ 1M 

t:irect at ........... w8l.... Ai far 
.. tile -II........... _ .... 
•• 1Mb. law .. CIDDDII'DId. ....... 
deIDite ~ ..... '. arille 
tile .. at 1Il ..... tt.. ... _ 
..... ant WI'J' ....... ,.... lfOt 
~ Billa widell""'" DOt .... 
......, but BIIJs wIdcIa .... _ 
received tile -.at of tile C&awII, 
before the.... ... ... ...... 
ue auppaad to .............. It 
II IIIIICh mare 10 lD tile __ at .... -
tiaaa ad otba-IIIGtioaL 

Mt.r .. we .............. in 
article 101 (3). it .... bem provideI 
that ill otber a.pec:Ia, tile ....... 
priviJepa aad' hmnuntties at eacIl 
IIouae of Parnam.t abaD be ..... 
of the IIauae at 0·'...... .... 
the7' ue .tell...... and a &USti.ct .. ' 
puture is ..... fNm the ~ pft.. 
vaWq ill tbe iLiuae at Conmwaa. by 
• law 01. tbia IIaua As'" .. tbia 
IIouae is c:oncemed, we have DIll 
paged ...,. law .teftniJa. our .... 
powen. priviJetea and ..... mitiM, 
tbat II to IQ' • .w.r t-.e at tbe 
Boule or 01. tile JIemhen of --
JDitteeI or of .......... ~  

In tile ...... 01. l1li7 ... ·law • 
...... by thiI -.' IirtIe1e lGl(S) 
c:oma 'JDto opeNtiaIL AIIIII we . ...". 
to .. whether .the c-tltatIaa .,. 
it.eJf Ja:p cIowIa ., depaa1uw fIaIIl 
the rul.a or otber priYIJepI ~ .. 
.:cepted ill &be Iloue at c ....... 
AI I .... __ l tot ~  

b....s Suder iIuba 8iaIb ''*'dIc 
to nile III. ..,. ............... . 
We wad utIcJe 101 (I) iIDII ..... 
107f1). wbida --.... 1' •• -
the _ at BIIII, ,., ' ......... ...... 
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8hould see how to ratiGnalise our 
poliq. our QateD of taau..; not to 
take a.., limited per.peetive of 
tbiDp but trJ' to Ind out iD an 
independent IDdia what ~ be 
done to help tile people ad to brine 
about a proper attitude of pubUc re-
latlaa&. I .... pleadinJ far that. I am 
pi_din, ,. the establilbmeat of an 
atmosphere of co-operatian. which ia 
.... tlal for tile puzpose of pttln, an 
e81cient ...... lnhtratiCla of tax coIlec-
iIon. Tbia ovw-.eeotraUsatiaD ouPt to 
be eDded. 'l'bere ia a multl-lraded 
bierarclUcal cbarac:ter of administra-
tion. but that leacIa IDOI'e or lea to 
ZGutine administratiOD aDd that does 
Dot really solve the problem. I know 
that certain steps have been taken. 
but I maintain they are ati1l iIIeftec-
tive aad our Inc:ome-tu: Department 
in India is toda,. iU-equipped in the 
matter of nan,. trained ad to cope 
with the ...... tic work and that cuts 
at the root of the 80UIld akucture of 
taxation and tu: coUectiaa. It results 
In inequitable burden bein« spread 
on honest tu:-pa,.ers. 

I'lrst of an. ,.ou must bave adminis-
trative meuures wbereby ,.ou must 
have exterDal survey and ,.ou must 
have intemal survey. We must know 
the extent of the evasion. We must 
also know about the 1iaiscm with other 
department&. We have been ameadin, 
.action 34 and other sections livin, 
powers.--almost horrible powers 
which no other Parliament would 
possibly Jive--ezecutive powers. 
'powers of IeIII'ch. seizure and others. 
and that ultimatel1' would be ineffec-
tive unl.. the public co-operate. 
unless ,.ou can make tile buainess 
worlel re:aUy came in UDisOD with the 
4epartmC'Ilt in the national interest. I 
am therefore hopiq that, In order to 
have a succeaful implemeatatlal1 of 
our objective without which there can-
Dot be an,. sueceaful warkint of the 
!'ive Ye:ar PIan. we IIhaU be able, ill 
eo-operatiOD with the cleputmeat. In 
co-oper;.&tiOll with the IIJnJster and in 
co-operatiCla with the taxation ezpertI. 
throUlh tbia Parllamentar)" Com-
mittee to deviae ...... QBtem which 
will improve the machinery ad at 
the IJ8IIIe time establlsb the rilbt 

lllCOlM.ftar Depa elWll& 

spirit, the riIbt n1atlGMbip. ....... 
the .... e.. tile dtluu tued ad 
betw .. the reno. autborWei wbIch 
would be pocl ,. aU ............ 

ad S·-·.""'"...... I IUpport 
wbolebeartedbr tile r.olutioD moved 
by m,. baa. frteDcI Sbrl Kamath.° 'l'be 
idea underl1'iDl W. NIOlutiCla ia DOt 
so much to lnitate the GonnuaeDt 
or the ac'Imini-tntiaD that ia ill cbup 
of iDcome-tu. but to tocaa the attm-
tion of this BOUMI.. well u the 
Govemment 011 tile Important qua-
tlon of inc:ome-tax .. smeat and 
CQllectlon. It ia IDOI'e or lea to live 
an opportunity both to the Govern-
ment ad to tile baD. Memben to 
understand to what extent tile 
administrative macbinery baa been 
functionin, correctb' ad ~  

wbether it baa lOt the wherewitbal 
for a proper administration of the 
IUD" incluctinJ the illtelU8ence of the 
.tId!. the coucience of the .tid! and 
the bonesty of the .... 

We have been told that Iarp 
amounts of tax are beinJ evaded. 
Varied estimates have been made of 
it. The bon. FInance IIirUater some 
time back told us that there ia an 
evasion to the eztent of Rs. 40 erores. 
An BncUsb expert seems to bft 
told the pubUe mid the Gcm!nuDeat 
that the evasIciI1 COIIleS to nearl7 
lb. 200 crores to Ita. 308 crores 
per ,ear. Whether botb are wrcJn8 
or both are rllbt. there ..... 
to be a scope. a larse acope for 
investilatinl Into the matter much 
more correct17 and ftndIDc out 
to what extent evasion is ,oin, on 
and to what extent evuion can be 
prevented. I think recenu,,-I have 
not seen the report-the Central 
Baud of Revenue. wbile ~ 
with the estimate of Prof. Kaldor. 
have liven a 'ftl7 hiJh 8pre from 
their own UlUlDPtion of the tax 
evasion in thlI country. They Ieem to 
bave Aid it to be nearly RL 110 
crores to Rs. 110 crores per umum. 
If it ia Ita. 40 crores. .. mentiODed by 
the bon. I'inance 1IIDlster. it comes 
to nearl1' 10 per cent. 01. the total 
income of our country. If it ia RL 201 
crores, as pointed out by Dr. lCaldor. 
it com .. to nearly 50 per ceDt. of our 
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total income. Even It the fIcure liven 
II)' tile Centi'al Baud of ReftDue is 
sateD, It will come to neu1)r 40 per 
aat. of our .,totaI-nv..... 'l'IIat is 
• IUCb peraatap of amOUDt wbicb 
• denied to the Govel'lUDent ." -.y 
- ensian and it cIoeI DOt ,0 to prove 
tile ealdency of the admininntlon of 
the departmmt. 

To beIiD' with, the mam iutnuDeat 
of acfmininntion is the IIlc:ome-tu: 
Manual I .m'tolc-Iubject to c:orrec-
,IIOD I may mentioo-tbat the IIlc:ome-
_ llanual, ,wbic:b wu cujcinally 

produced in the year 1121 or 1822, 
bas not been broutbt up-to-date UDtIl 
,1854-55. ". 

Slut V. P. Naru: Not up to 1933. 

Sbrl N. C. CllaUeljee: 1833 is the 
latest. 
8brl JlaJDacIlaallra Beddl: 1 was told 
by somebody that it bas been broUlht 
up-to-date in the year 1854 partly 
and partly in 1855. EYeD if it is so, 
the department bas lakeD nearly 32 
to 33 years to bring the IIlcome-tu: 
MaDual up-to-date and it does no 
credit to any department wbicll is 
responsible for the administration of 
the finances of this country. That 
,shows the alOwne5S and the lethargy 
,with whic:b the Department seems to 
have been working. 

A$ regU'dS the establishment that 
i.s 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 18th 
December, lS55-agreed that there is 
inadequacy of $laff. They say: 

"It u a fact that the present 
number of 1.1'. OfIlcen is less thaD 
the required number. 248 ~ of 
LT. omcers are vacant.' 2110 addi-
tional posts ave recently'been 
sanctioned. The exact require-
meats of the income-taX Deput-
meDt' are 'being examined by a 
Reorganisation' Unit Wbleh 'hu 
'been set up'in ac:cordaDce with the 
ftc:Ommenctatlona 'of the' Tuatlob 
.qU!ry CoInmission. The'vacan-
des are ftUf!d up' by' pl'OlDOtlDg 

well-equipped ·1IIId ........... 
Uupectan. Tbe ·.JIearpnt-tioa 
Unit, UDder Sbd .......... 
is DOW apeded to. nport by 
about 3Itb June. 11K.· 

I would like to .. the GoverDllMllt 
whether tbia J'epoft bu ft8Cbed tbeIr 
banda and wbethel' Jt baa bee 
eDIIliDecl by the Gogenamaat. '1'he-
report, accordin, to &beat. mud a ~ 
rachecI them by the ead of Jut 
maatb. ' 

In reply to MOther questlon,-
. No. 870 dated 11th Aupd, 1955, tbeo 
Govemmeat have said: 

'"The matter of appointment of 
a small advisc9 eommittee of. 
non-08lciala attached to aclt. 
Commissioner of Ineame-tax to 
disc:ua matters of PDenl policy. 
relating to administratlan III .un 
UDder the. active CCIIUideratlaa. of 
the GovemJDent." 

I do not know to whal. extent ~ 
of these ideas that have been occupy_ 
ing the minds of' the Government 
have been able to see the 'licbt of 
day. and whether the GoVemJDeDt 
have progressed BU8lcieatly well in 
the matter of implementing 80IDe of 
these ideas. ' 

The Taxation Enquiry Commission,. 
in c:bapter xm of their report, have 
made certain recommeDdations which 
I would like to refer to. III recommen-
dation No. 188, they have said mille-
thing . about the clearance of heavY 
arrears. In l'eCOIDIIleadatfOll No. IT1 
they have said aometb.ing about the 
augestion 'that the dual coatrol 
should be rem0ged. III recom-
. meadation No. 17. tAey have dealt 
with the pubUc: relaUCIIU apec:t. In 
ftlCOIDDleadation No. 178. they have 
referred to the appointment of speda1 
reveaue o81c:ials . exclusively for th. 
LT. Department's coDec:tlon work ancl 
in l'eCOIIIIDf!!!dllilan' No. 180, they have 
auaeated that the dreDcth of o1IIc:en 
iliould be rai8ecI u SOOn u P'WIbJe 
to the number required, and .., GIl 
: and 10 forth. I do not want to weuY 
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the !Iou. by repeatin, all the recom· 
~~ that ~  beea JUde by 

'~ : t: ~f  ~ ,  "  ' .  ,  , ,'Y 
~t ~~ waY,or'all ~ 
~ f!ll~~~ _ve taeen 
tIlouP.t about by ~ o ~t md 
to wliat ateDt they have'bem able 
to· a ~t them ~4 to ,mat ateDt 
they have beea able tq sw:cessfu11y 
~ out the ~~~~ ... ~ 
ai, the ftIults thei'eof. I mould think 
~ t!s Is' ~  .... :with 
the fuIldamatal trainin, of the o8Icen 
tIiemsel. 'I have no' intimate )mow. 
I~  of' tJ:u! ~ ~ t Iaa  'but 
I am told that l1dIlclent ~~ not 
giVeft' 'to ute ~ ~t they are 
allowed to 'have even three to four 
dJance.' .. for "a.m, ~ s  .tII.t 
.... min.tions are merely nominal IIDd 
that the quesiicm 'p.pers that are set 
are ~ only fOr attainblg the 
~ of the upper I ~ derks. 
ID .... eral cues the Income-tax 
omcers do not even knOw how to 
N.d ~ the : o~~  ~4 P.:-obably IIlOSt 
~  ~a  are ~ot ~ to,be 
accountants. I should think that it is 
Ii . very healthy ftform that these 
0fBc:ers $CniJd ~  aD intimate mow,· 
1'iicIIe of"the 'ac:eounts and of acCour.-
fanb.'because. in the method and 
~  of accomiJ;fDg. so many details 
can be bidden and ~ they are pro-
~l  detected. 10 many details c:an 
be brought to ~ So. it behoves 
the ~ t to think .bout the 
foUowiD, ~~ons  t f~ I would 
~~ to ~ in regard to the training 
of the ~ IIpre ,or less in the 
~  Way'.. ~  lAS. o8leen are 
tnJ,nt!4 in the Uministration. I think 
the 'ln o ~t : '~ must have a 
ftiUW' course" of trainin, in .....-.1. 
aetivities of the Income-tax J)epart-
meat. '!'hey might be given periocticaI 
clerical work uul some of them IIdIht 
be .ppointed u under-studies of 
exptIriencecJ In~ -ta  Oftlcen. 

: : l'urther,' I  . do not know whether' 
most of the Income-tax Oftlc:ers have 
Intimate knowledge of the worlring 
.aaclit:toa. of1be buDJon .aubt •. 01. 
..... e CQadltlon&. In'm;. oWn ~  
_ •. I'!lave 'leell lilaC' Certdl 01Ilcen 
have begun , .....m, the "'_lieS 

I .... 2"_ J)epeI ..... 

eva witllout bInriDI .... GIICtIy 
the a~ ad the CCIDduct of. een.ia 
buR .... aN. '!'bey would .. well 
to ... t .... acguaiDt ............ witII. 
tile buJliaIa ...meta .... otber ....... 
trial CGDCeI'IIS, IIwe ~ etc. ..... 
alIo ~ tile IPfbt Iuctaa1:ioIa 
~ ~ YiUf!I,JDcop1to to -
at these ~ JrOUW be able to 
rev.t to thaD __ 01. the intricate 
quesUau ~t are ..... tbere. 
Bver7body mows that maR 01. the 
~ maintain do~ ... qi ~t  
To what atent these doUble sets of 
MCOUDtit are bemJ ~ by qae 
Income-tax' 0fIlcerS lad "to' 'what. 
extst they have iot the capacity of 
stuclyiq them and UDdenbndiDC 
them and alIo COIIIiq to c8rtaJa eGa. 
clwdoas is DOt mcnni. ' ' ~ are VfIr7' 
interestln, proceedbip bi the·courta 
at Jaw reprdJnc lDcome-tax cue&. 
Tbe ofIlcen must be deputed to 10 
and study IIOIDe of those cues .... to 
Watdl some at t ~'  ~ .. .., 
that they mlIbt mow lCIIIlet:biq.bout: 
income-tax Jaw alIO. In that 1J&Y, they 
1V01IId also have opporbmities at traiD-
me themselves for the examinetlan 
of witnesses. AD active and intensive 
study of tJpical indUstries and coR 
accountin" etc" would also be very 
useful to them, 

Havin, said this. I would only men-
tion that there should be sdlcf_t 
co-ordination between the Income-tax 
Department and the other departments 
of the Central Governm-t. In the 
matter of industry or trade. There 
does not seem. to be that IIIIlOUIlt of 
co-ordiD.tion that is requlreci to give 
the Inc:ome-tQ. Department aU 
opportunities of mowing what Is 
happenin, aetually in the COIIIIDel'daI 
d~ t  I would just quote lID. 
IDstance for the use of the Govern-
ment. This Instance comes fi.om 
Bihar. AD American lim started with 
• capital of Ra. ~ oao the ezpon of 
mica. Tbe finn', Dame· s. .AahenIDe 
Sc:hoain-maker Mica Co .. 'IDe., of New 
YO.rk, It startect w.ith • nominal 
capital of Ra. ao.ooi'lUld it ..ma"to 
a~ mad" • bUliD!III" of RI. ~ 
wadh ., total export of mica dUl'fnc 
the period from June. 1952 to Fe. 
rwIl'Y, 1953. ID the same year. t ~ 
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bave loIt to the value of Ra. ft._. 
"!'bat ........ the capital In_ have 
IM!en. wiped out ~ the loaeL ID 
IIII-Sf. they IeeID to bave ... a 
total aport to the value of 
Jb. 11.0l,000 and the lasses .... to 
Bs. I ...... In lIst-55. they made a 
total aport to the value of Rs. M 
lakba end the Ioues came to 
Bs. 3.1,,--.u GIl a capital of 
Bs. ZO •• ' 
Slut 'Y ••• _anr. No proat evea 

10r a ebanpl 

Slut ............. 8eddI: So. this 
COIDP8DT 11 undoubtedly a bops COID-
pmy I'UIl in the lWDe of some IDdIaDa 
who are the stoGIes. The result is that 
in every way the country 11 a 1oaIer. 
The c:ompay shows deftated values of 
mica uports and it sells the COID-
modity in America probably at a 
qher rate. The ultimate result 11 
that tbeI'e 11 unnecessary and un-
bappy competition between the local 
exporter and mch companies, and the 
Government loses in several ways. 
namely. in sales tax. export duty and 
also throutb income-tax. Such fInDs 
are usually "vea. licences for export. 
'Whether it 11 the Central Government 
or the ProvfDc:ial Government. If 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 liven 
and refuse the licence to such people 
who are not found to be honest and 
proper. The same company seems to 
bave in subsequent years started an-
other eampany in aDQther name, doine 
the same business. Evidently this 11 
~ n  _ unnoticed by the Income-
tax Department. I have liven only 
one instmce; probably there are many 
such instances in the country. I would 
only request the Government to see 
that ~ other department. apeciaI-
17 the commerce department. pves 
the ineame-tax department su1Ilclent 
opportuDities of knowiD, what ~ 
are the activities in which the com-
~ department Ja iDdulliDl. To 

~t eztent. they will be helpful to 
1Iie fDeame-tax cleparbnent In CCIIDfq 
to debt caacluslaaa In the matter of 
a. n,.,t. 

~ .. alwQa a ~ ,. tile 
..... MpedelJ7 ... at tile dIIIrIct 
.... to take up ftI7 ....u cu. .... 
..... to ~ t1aem to tile atent 
or mUlDe It eppear that tbe7 are 
....... them. In tact ncb ...... 
IIIIIIt 0Dl7 !ada to ........ '1DIItt .... 
UIUlb' tbe:r leave out the hi'· ... 
beeauae It Ia DOt poaIbJe to lad OU\ 
tbe .... Ish 10 ea.lIT. I would IUII8Il 
tbat peatei' attenUaa IbouI4 be pdd 
.., the deputmeDt. at ........ IeNl 
It mlPt be. to. tile method of ___ 
IDe ud 8DdIq out the 1daer ... ..... 
ue t:I7IDI to ."..te .......... t. ~ 
. abould c:aae.atrate· tbeIr attentlaa to 
a Jareer exteDt upon the bJaer _. 
10 that their ~  may be prenn-
ted from eacapIq the attentlan of tile 
Govemmeat. I would Gab' .uaest 
that with a proper orpnIaatlon "r the 
deputment aDd with peater caacea-o 
traUClil of attention on blUer ..... 
.... the)" will be able to find aut 
wbetbei-It Is poalble to -=are ~ 
_87 for the Govenunent aDd wile-
tiler It Is .,..ible to IIaore amaIl nms. 
AttenUon has been drawn to «me partI-
c:ular aspec:t-I am apeaJdq subject 
to eorrectloa. I am told. aDd I baDe 
the Government will correct me If I 
am wrona. that In the case of the boa. 
IIIDIsten at the Centre .. well .. bII 
oaken of the .Government who are de. 
puted on delepUon or otherwlae to 
other countries. their saJarItos aad 
allowances are drawn outside lDcUa 
and such salaries aDd ~ an 
exempted from income-tax. I am 'lot 
sure of the po.ttlon but If It Ia c:orreet. 
If there Is &IQ' truth in It. I would 
lOre to ask the Government whetller 
ension start, with the GovenuDeDt 
ltIelf. 

..... TraIl: It Ia 1epI. 

SlId N. C. Claatterjee: If the bon. 
MInister S87S It Is Jepl, the fad !s 
admitted. 

..... 'I'7qI: Wbea 0DCe tbe7 III'e 
outside 1DdIa, their PQ'-It IIUl7 be Gae 
_th', PQ' or two IDCIIltbl' ..,..... 
not Dable to Ineome-tax bere. 
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Sad ............... I would lie 
bpp,. 11 I am tG)d that wbat I ..... 
I. iDc:oftect. AD)'bow, I aft~'  

before tbe House tile IDfonnaUoa that 
I bave nce1ved aad it .. for the 
Govenunat to correct me. There.re 
..vera! metbods of manupulatiq the 
ac:eoUDts mel rules; to wbat extent 
manipulatioa is resorted to. 1 am not 
able to S81' at tbis Itqe. 

SIIrl TJacI: When ODe loes aad 
draws his pay outside, be bas to live 
outside. 

SIIrl M. C. Claatterjee: If be Is an 
lDdian Minister, his salary acnues in 
Iadla, evea thou'" It ma,. be drawn 
outside lDdfa. Therefore. the plaee of 
accrual detenniDes the taxabWt.,. of the 
income UDder the Iacome-tax Act. 

Shrl BalDcIlaadn. Beddl: I do not 
want to take more time of the House. 
I bave said a few points in favour of 
the resolution and I am sure that 
other boa. Members are also :mxioul 
to apeak an it. I would ODly request 
the Govemment to accept the resolu-
tion either in this fonn or in an)" other 
form and to see that proper arrange-
mentS are made for an enquiry Into tbe 
cases of delay and evasion. They 
should ftnd out effective methods for 
preventing evasioD in tbis countrJ'. 

Shri V. P. Ma~ I am IUPportiOi the 
resolution moved by Mr. Kamath I 
am also happy that the MIDIster m-
charge is assisted by the expert on 
income-tax affairs, Mr. Tyagi. 

The affairs of the income-tax de-
partment, as tbey are today, require 
• very deep probe and I do not. tbink 
Govemmeafl ril dispute that. You 
will remember Sir, tbat wben we were 
discussinl the Finanee Bill this year, 
I sugested that possibly the income 
whicb We could lqltlmatel7 derive 
from inc:ome-tax. if we were able to 
cover a substantial pen:eatale of the 
tax earners. would be about Rs. 200 to 
RI. 300 c:rores. At that time Pro!. 
Kaldor's report bad not. come and we 
based our calculations on natbnal In-
eome and eertaln other factoft'. I re-
member that the l'IDaaee M n s~  told 
us that It was an exagerattoa and 
accordinl to the computation 1 of tbl! 

355 L.S.D. 

I TIIZ~ 

Govel'mDeDt, tile IIure would DOt lie 
more than IlL 40 CI'OftIL I .... __ 
eel to lad that, altbou8b it .. DOt IlION 
than a few weeJu. tile Centra! Board 
of Beveaue, wbJcb Ja the macb'lIM'J' 
respoasible for the colleetloa of .... 
come-tax, bas estimated the UDOUDt 
of evuiOll between Rs. 180 and lis. 175 
erores. I fIDd tbJa In the iDtruduct10n 
of the Board of Revenue to the report. 
of Prof. Kaldor. What we want to 
know is not whether It is RI. 40 
crores or as. 200 crores; it IDa7 be 
8JI7thiDI. In this eoatezt, when we 
are embarking on a .. CODCU' :e Year 
Plan aDd wben for meetID8 \he ex-
penditure on the plan, the FiDaaee 
MiDister tbiDb that be bas to !Ddulle 
Iia deadt financial to the exteDt of 
RI. 1280 crores and yet 10 to foreiln 
coubtrles with a beaer'1 bowl wb7 
should we Dot tap the Intemal so ~ 

ces? You will be surprised to know 
that in India iDeome earners form 
oaly a 'Very miCroscopic minority 
compared to other countries. I found 
from Prof. Kaldor'I report tbat ill 
United Kingdom, which bas !l much 
smaller population than we bave, 
about 13 million people pay bc:ome-
tax aDd that fllDre represents about 
60 or 70 per cent. of the income .amen 
of the country, while we in India. with 
a population of 372 million, bllve ill 

tax-paYing population of 1es.; tbu 
half a m.i1UoD. I do not lay tilal it is 
because ot OIle factor aloDe. . 

In India evasion of income-tax il the 
result of two major factors. One is the 
very peculiar ingenuity of the tax-
evader in India aDd the other factor 
whicb subsc:ribes to this positior: is u.. 
callous ne,U,eDCe or the absolute in-
e1Ilciency of the department wbleb 
administers income: tax. I canr.ot ftnd 
words to express the m8lDitude of tile 
blunders wbich they have been com-
mittin,. Ik. T;YBII bas a smile on Ids 
face; he bad introduced a drive at dis-
closure sometime qo and I tbIDk 
that be left Chat Ministry d-jected. 
disappointed and defeated. 

,  • .IL 

The points which be wanted to 
attack still remain. An attack on all 
fronts was called for and Is called for 
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G0gel'lUlleDt bave' bOt tbouIbt of dolllJ 
lL You know, SIr, better th3:1 I dl) 
that wben a maebiDer,y .... out of 
order, a casual overhaul will do DO 
good. The trouble wltb tile l!leOme-
tax maeh1ner7 Is that It requires a 
complete and a very thorou,b OVR· 
haul. In aD automobile wbieb bas DOt 
been workin, for quite a lor./J time. 
it you attend to the a t~o  or 
deearbonise the engine, It wuuld not 
run. In the ease of the lDenme-tax 
departmeDt, tbere are basic clefeets. 
. there are fuDclamental defeets U tbe 
Govemment are keen to colle.:: more 
money tbrolO,h a proper adnli"listra-
tion, I submit that the basis, or as in 
tbe automobile, the engine anJ. every 
part of it, has to be overhauled. Is 
the Government prepared to do it? 

Durin, the discussion of ~ I'ID-
anee Bill, every session, we ,et this 
amendment or that amendment to the 
Income-tax law. What is the lesult! 
The result Is that today, wbf!ll we 
require thousands of erore of rupees 
for the next Five Year Plan, wben 
all that money' can be collected here 
by the Government oftlcials, we are Dot 
able to .coUect more tban as. 30 or 40 
crores. AAy Government which bas to 
admit this, I submit in aU humility. 
must hang their head in shame. What 
is the position? We are induillin, in 
deficit flnancin, and yet lOin. to 
foreign countries with a beller's bowl, 
realising very well that here in India. 
tax evaders withhold from tho! Gov-
ernment annually an amount not less 
than Rs. 160 or 175 crores. aecording 
to the admission of the Central Board 
of Revenue. I may not attacb very 
much importance te the estimate madi" 
by PrOf. Kaldor. May be he a~ 

wrong; or may be. he did n?t haY"'! 
all the statistics. Here, the Govern-
ment tbemlf'lves have admitted. 

What is the resolution of Shd 
Kamath? How can anybody pclSlIibly 
hope to object to tbat resol1:lt1on, ua-
less a person Is bent upon doing a ftI'Y 
foollsb Ad? This ia absolutely DOD-
controversial. Where Is the c:ontro-
versy? Can the Government or Sbri 

II. C. Sbab or Sbri T7aIi "7 1.b:at. Wit 
do not want to collect iDcame-tax from 
the tax evac:len wIIo bave anoaey to 
give? Can they arq that a Parlu.ment• 
a.,. Commiaion. endowed as tbia 
House Is. with ...-al brWIaat Kem-
bers. cannot 10 1Dto detaDs? .\8 that 
tb8 -resolution waDta Is that a C0m-
mittee c:oIISistiq of certain M"rnben 
of ParUament should be appoi,f.1'd to 
10 into the defects in the admiDistra-
tion of Income-tax law witb p "ne.r 
to 8Dd out bow we can have a tetter 
coverage of the tax. The object fit the· 
Committee is.-l think Sbri iCamatb 
also thinks that way-onJy to 1ind o ~ 

wbat are the iUs, wbat cbanCei have 
'to be made and what DeW reviaioas 
have to be made for acblevlq our Db-
jecL It will only be • list of the re-
forms or n~ procedure wbieh the dl!-
partment will bave to introduce. Even 
,rantin, that that is eontroversia1, what 
Is the 'poaitloa? We are on an all mit 
drive to ftnanee the Seeond Five Year 
Plan. These two faetors by themselves 
must lend support to the raolutlon. 

I also want to refer to Prof l(:.ldor's 
report. It has Dot been possible fo: 
the House to 1(0 into its details. I al.., 
do not want to CODvert this into a de-
bate on that report. But, there are 
certain striking features wbjr.h the 
report bas revealed and OVer wbkh 
We cannot alt idlp. The Central Board 
of Revenue is also alive to ~ s  U 
the Govemment 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 ~ 

He did not come of his own aC't'Ord. 
He was invited beeat._ Government 
thoulbt: Here is an expert wbo is 
eapable of probing into the question 
and suggeStin, remedies. Prof. ldo~ 
came on the invitation of the Govern-
ment. He en.quired Into lleVeral paints. 
Government have publlabed tbe re-
port. Government bave cbosen only 
to dispute one point. They aay L!oat all 
the otber points ue being rtudled. 
The ODe polbi wbieb they bave chosen 
to dispufe is the assessment of the 
pouIble amount of tax evasion. It fa 
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Interestinl to DOte tlIat fa the last para 
01 the . report. the Central Board n! 
Revenue 0Dl7 WIlDt to S87 that Prof 
Kaldor's estimate 01 Ra. 200 er lb. 300 
ClOre. IIIa7 not be he. It is $8ld: 

"While less alanniac tbaa the 
results fnuad b7 Prof. K.lldor 
those ftlUres do not invite eo.nola-
c:eIlC'Y •• 

Tbouch DO c:omplac:eaC)' need be 
Invited it Is IDIIereat. 

' ...... and the task of ropinl in 
the Dew incomes created by the 
5 year plans will tend to increase 
the eomplexity 01 the problem." 

It is precisely because 01 the eom-
plexity of the problem that Shri 
Kamath wants a Committee to be set 
up to co into tile details. . 

There is another aspect. 1 '10 not 
want-I have cot the IDc:ome-tax Ia-
vestigation Commission's reports. 
several of them-to Co into t!lf' eli· 
varsity in the modua opeTczndi of the 
very big sharks who have f'lund it 
possibe to avoid or evade in"",me-tax 
for "decades. I do not want to '0 int" 
them. But. certain passa,es in Prof. 
Kaldor's report are entitled to our 
particular attentioa. These 4re on 
pale 124. I know very well that the 
bon. Minister Sbri M. C. Shah bas 
read it. I only want to drive tbem 
bome as Shri Kamath prompts me. 
I~ is said: 

"Everyone is acreed that apart 
from manipulations of various 
kinds wblch are broadly classed 
under the term "tax avoidance". 
there is considerable amount of 
evasion in India due to fr"'Idu-
lent concealment of income SCC'UI'-
ed throUCh false entries in the 
account-boob ...... " 

I ask a very simple question. Is it 
not shameful for the Government to 
bave these observations made by a 
foreicn expert! Prof. ICaldor eonti-
DUes: 

.. It Is fairly paenUy qreed 
also that such practJces have be-
come more wIde.pnad IIaee the 
last war.-

It ia a eorrupt proIdem. Even to-
day, th ... eaa be 110 dispute that tax 
eYUlan is GIl the iDeI'ea8L 

"Tile Importaat quatioD-he 
add8-ia bow mum IDcome .. COD-
cealed 10 tbla muner In relatiCln 
to the iDc:ome 'wbidl Is usened 
to tax." 

I am only poiDtiq out tba. ~ 
observations by tbemselves must b.vf' 
made the Govel'lUllellt open tbeir 87e8. 
-10Dl closed.,............s must make 
them rt";, ·; •• e. here is a question Into 
wbleb a very importaDt aDd PI,werful 
Commission should probe. He Ia:u: aboo 
said that the admiDistratlon of the de-
pi.nment r. absolutely ·iDe&·ieDt. I 
was not desirous of sPealdac c.r. this 
Resolution. I was prompted to do so 
by publication. I am sorry, Shri Tyql 
is not bere, because I lind a very .nod 
economium bas been paid to Sh ... 
T",i for bis drive for disclosul'l!'. 
With JOW' permission, Sir, I maY r.a:t 
a sentence from a book which a~ been 
sent to most 01 the Ministers.  We also 
have received copies of this book 
because we bappeD to be Members of 
Parliament. The book is by 1I4r. N. 
Nandi. The title is: ms that bests the 
Ineome-tax depararnmr.-'f' do not say 
that all the facts are couched in a 
language which anyone of us would 
have chOSf!D. But. it contains :a set ." 
fact.'I which GQvemment must either 
eontradlct or verify. From this book I 
ftnd that in no Income-tl!x offtt'P. Cit" 
you ftnd the Income-tax Manual mac!p 
up to date. I have worked in Gov("""-
ment offtces. I know, even though it is 
not an Ineome-tax offtce that olftce 
procedure cannot be followed unless 
there is a Manual. If you are l1" the 
Secretariat, you must bave the k-
retariat Manual. If you are in tbe 
Aceountant General's oftlce. yo.1 ~ 

bave the AA:eouat Code. With",ut that 
it is impossible to work. When we 
know that It bas not been possIblP. 
for the Government to elve all mur" 
trainiDC to the oIftcers as would have 
been neceISBr:F. Is it not sometbinl 
tunny that even today, the Inr.ome-tax 
olftcers have to rest contmt . lri.... th'! 
publication of the Manual dated as *lIr 
baek as 19331 I wonder whetherSbri 
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.. c. Sbab who is IfsteDJD, to the de-
bate IIfDmeIf bas a capT of the 'Ianual. 
If be bas 8Ot, I would be Il"&teful to 
him if be couIcl let me bave a COPT. 

TIle ...... &er 01 Beftaae aad ClYII 
EGa ..... re (SlId .. C. 811ah): Wbat 
book? 

8Iu1 Y. P. !la7M! Income-tax Manu-
al brouebt up-to-date. Any publica-
tion of the Manual after 1933. 

81ar1 .. C. "h: It is there: 9~  !f 
TOU want a COPT, you must pay tor !t 
and .et ODe. 

8JIrI Y. P. M_7&r. Most of the ,mc:ea 
do not still have iL It is ~ ftn t l  

aI1e8ed in this book written by a per-
son who was 30 years In service 

Sllri .. C. Shah: In what .·:lracitv? 

SIIrl Y. P. !I-7ar: As an under-dcc, 
perhaps. He was not a top oJBeial. 
That is all the more the reaSQD why 
we JIlus:; believe him, because the 
lower the offtc:er, the more the honesty 
with wbich I credit him. 

I was referring to the reason why 
Shri Tyagi Or Sbri M. C. Shab will Dot 
take actioD. Unfortunately, or for.u-
Dately, the language is not very 
bappy. Shri Tyagi has been paid the 
followiDc encomium. I am reading 
from page 178 of this book: 

"His golden and picturesque 
formula 'We should gatber honey 
and Dot sting' still rings in my 
ears, and all the good and noble 
cbings he expressed in this connee-
ciOD sti1I giVe me intense joy. But 
what depressed and disappointed 
me was his colossal ignorance of 
the real affairs of the department, 
and h.ia positive withdrawal from 
the rulistic situation and giving 
way to fanciful tbiDkiDg." 

Such tbiDP s o~ld have provoked 
one undoubtedly. But in spite of that, 
this book bu a foreword by no less 
a person than my esteemed friend 
Shr! N. C. Cbatterjee, who also may 
:lot agree with the language or the 
dietion. 

8IIri N. C. a.&terJee: I am point-
in, it aut ~ 

SlId Y. P..apr. Evea ID the 
foreword, be baa pointed it out. But 
It coatains a let of facts. wbida it Is 
the duty of Govemment either ta 
contradict or to 80 Into. It cannot be 
brushed aside, because It coataiDa 
very seriOUs alleptlclaa of eorruptiaD, 
of inefllci .. q, of the lack of proper 
planning. and of JDaDlpulatioas by 
_wnl agencies ID order to help tax 
evasion. ADd I tlilnk that it Is time 
that GovenuneDt must either CODSider 
these matters or public!,. say-becaua 
this book Is DOW a DUbUe propmt;r-
that tbere Is DOtbin8 YeI'7 aeriowI 
about it. You cannot just dismiss this 
book by saYiD. that it is the effusion 
of a c:ranJdsh brain. Certainly DoL 
This book CIlDDqt be dismissed like 
that. 

I again want to empbasise this 
aspect, that cousideriDI the DOD-
controversial Dature of this reiolution 
-because I undenr.and from Sbri 
Kamath that about 46 Members have 
su.bscribed to this resolution, and out 
of those 46, there are many Members 
from that side also ..... 

Shrl N. C. CllatterJee: 23. 

Sbn V. P. Kayar: ..... nearly baif 
are Concress Members; besides, the 
other representatives of the various 
groups and parties in the House hav," 
also subscribed to this resolution. 
That by itself must show that it is 
a non-controversial measure. 

Secondly, ill the context in which 
this has come up for consideration, 
when the Finance Minister and his 
colleacues are ruDDiD. from Pillar to 
po... seetiDI aid, this must lend itself 
to a creater consideration. As I sub-
mitted before, if for any reason, wbat-
ever be the crOUDds of Governmeat, 
this resolutioD ~ not accepted, i. will 
only mean either of two things, that 
Is to say. either, because it comea from 
the Opposition, it will not be proper 
for Government, wbo want to haVe a 
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~ Of all tbe wisdom to -1ICCIPt I would wbolebeutedb' IIIPPGIt tile 
(I, 01' Govenunent are beDt ft8OluUoD IPQII80nd ao ".,. abl7 • 
1IPOD doiq a deliberately fooUQ ..:t, SbI'1 ICamath Ud. ~ by 
."... to tile coat of &be nation, iD order emiDeDt IIemben like 1117 ........ 
to protect .. tbaD ODe per eat. or friead Sbrl N. C. CbaUerjee aad Sbri 
1Ialf a per ceat. of the tu-pQiq peo. IlamacIumdra BedelL I wauId CD:8 
"Ie. Either of those must be the apia make a request to Sbri •• C. 
ft!UDD. I lUll Dot iDcliDed to CODtiDue Shah penoaaUy IIIId to Govenuaeat 
.. this lItI'aiD, but I would submit that that tbe)' should Dot caulder tills 
I am really 101'1'7 that ill such aD reaolutioa as a resolution c:cIIIIiq 
aportaDt debate which determiDea from tbe OppoaitlaD Ud. OIl that 
die posltloD of our fuDda" for the ground put it iDto tbe wute-pQer 
IDaaclDt of tbe SecoDd ""Five Y('ar bakel. as tbe7 usualb' do. Tbv 
~  tbe Finance Minister bim,;df mould Dot do 110, because tbJs is a 
could bave chosen to be absent. I resolution for tbe bettermeDt of &be 
bow be is ill bis hibemaculum. a natiaaal flDaDce, for flDdiDc out m"re 
retreat into whicb bas almost become mone)' from internal resources. Wbm 
.. fashion or babit witb bim these you accept this resoluticm, you caD be 
days. sure that a YeI'J' small miDoriiT of the 

Mr. Depatr-8peaker: Why go into 
6IIOIe tbiap? 

8Iar1 V. P. Nayar: I am POinting out 
that when these questions were 
raised, they were always answered 
and contradicted by the Finance 
Minister, Sbri C. D. Desbmukh, and 
I remember last time when this 
matter was discussed, Shri Kamatb 
was told by the Finance Minister that 
be would be present for reply. I am 
very sorry that he is DOt present, 
because of ...... 

Shri N. C. Chatterjee: Something. 

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

SJar! Feroze Gandhi: Wbat is wrong 
with Shri M. C. Shah. 

Slin V. P. Nayar: Shri M. C. Shah, 
.-titb his lnnoceDce ..... 

ahr! M. c. Shah: May not be able 
Ut reply in Sanskrit. 

SIIrI V. P. NQ8r: I have tbe greatest 
aftection and resDect for Sbrl M. C. 
Shah. That Is a dl1rereDt propositicm. 
8bri M. C. Shah has DOt been made 
to answer these points, when they 
were rabed. and it waS Shri C. D. 
Oeshmukb who always auwered 
those points. 

tax-payers, about balf a mDlloD. wD1 
be pricked, but tbat much prick Is 
absolutely essential in order to 8D8DC8 
the Plan for tbe benefit of the whole 
nation. 

Slut .M. C. SIIaIl: I bave listened to 
the speeeches of the hoD. Memben 
very patiently BDd carefully. I thought 
there would be rather stroD, speeches 
on this resolution, but even the tire 
of my hOD. friend Shri V. P. N8J8I" 
was DOt there. 

I must at the outset say that I can-
not accept this resolution, but I am 
happy ; hat the l)on. Mover bas liVeD 
me an opportunity to explaiD to the 
House how the Income-tax Depart-
ment works. 

There are very complex problems, 
and perhaps, because of the ignoruce 
of the working of the" depar"'m-."_ 
some of the criticisms may lIave c:ume 
from hon. Members. But I would like 
to explain to tbem the whole position. 
that Is, the workfD« of the Income-
tax Deparbnent from the year 1939 
upto the oresent day. that is. 1958 
Hon.· Members may be aware that the 
income-tax collected during the pre-
war days was about Rs. 19 crores, aDd 
during the war period the iDc:omes 
rose very bicb, awl the income-tax 
collections went up very hi,h. ,Upto 
IIH4. :be In o -ta~ Department bad 
worked with just a  . skeleton staff. 
During the war period it was not pas. 
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.able for the Jnc:ame.tu Departmeat 
to reeruJ.t people. It wu aaI7 III IM4 
that the claa I aervlc:e was fanned ID 
that department. aDd the NCI'Ultmeat 
wu started. Ia 1945. then were oaly 
550 income-tax omeen. Ia 1948, a 
spec!B1 oIBcer was appointed to ,0 
into the wbole question of the 
reorKanisation of the Income-we 
Department, In view of the rislnl 
incomes and the risin, c:olledIoDL 
Durin. the war-time, the 8Iure bad 
,one up to RB. 190 crores, but'leaviol 
apart the war-time period. 

S"'" "erose Gandlri: Amount evaded 
or realised? 

Sbrl M. C. Shab: Realised. 

U 70U leave apart that period, you 
will find that from Rs. 19 crores in 
the ·pre-war days, now we bave come 
to Rs. 170 or 180 crores. In 11M8, as 
I said a special omcer was appointed 
to eo into the reorganisation of the 
whole department, and thereafter, 
slowly and slowly, we haVe begun to 
recruit the omcers. Today w. bave ,ot 
about 1200 omcers, and I am told tbat 
number is also not yet sumcient. All 
these omcera are recruited through the 
Public Service Commission as well as 
by promotion from the local areas. 
Iii 1950, the Varadachari Commission 
reported on the working of the income-
tax department. They made certain 
recommendations. We examined all 
those recommendations, and we have 
tried to put n~o effect some of the 
recommendations which were to be 
adopted soon. 

Thereafter the Taxation InquirY 
Commission also reported. They want-
ed to bave the whole income-taX 
department reorganised, and following 
upon their advice, some 13 or 14 
months ago, we had appointed a v«y 
bilhly placed ot'ftcer. who was with 
the Taxation Inquiry Commission, to 
look lato the workin« of the deR8rt-
ment, and to sullest methods I)f 
reorKanfsation and standardisation. 
doing away with procedures which 
rniIdrt causa delay, and Introduction 

of certain other method-. That all£er 
u worldn. on that Job IIDce man tbaIi 
one year. He ......... livea .... 
staff, and Ida npori Ja apected b7 
the end 0(. this month. 

My hon. friend, Shri Ramac:4aDdra 
Reddi. quoted III)' reply. We apeeted 
that report by tbe ead of JUDe, but 
tbat oalcer bas taken 80IIIe IDOftt time. 
Tb«efore, be is to submit tbe report 
by July, 1158. 

There are three main point. raised 
in the debate by the various Kembers. 
One is about evasion. Kuch .... been 
said of the question of evuiaa. ,.... 
Kaldor report fa quoted bere. It hu 
been stated that Professor Kaldor bas 
already stated that there is evuicm to 
the extent of Rs. 200 to Rs. 300 crores 
and that  tbat evasion must be taken 
as a correct estimate. I do Dot know 
whether hon. Members bave read the 
whole Report. We bave placed copies 
in the Library. We propose to distri-
bute printed copies to hoD. Members. 
We haVe already given orders to print 
tbe Report. I was expecting that those 
pr:nted copies would be ready and 
availAble to hon. Members so that 
after .oing throu.b 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 estimates were 
founded on slender statistics placed 
before him. He himself bas 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 tbe House that even the Cell-
·tral Board of Revenue bad aecepted 
the ftgure to be about Rs. 180 c:roreL 
My hon. friend is not in his aeat and 
I cannot say anytblDg about bis poor 
reading of the reoort. 'lbe report of 
tbe Central Board of Revenue bas DOt 
stated that f!'v;aded tax Is to the extat 
of Rs. 180 crans. What It baa sbIted 
is that the' evaded income will 1M 
about Rs. 180 crores, and OD that tb. 
income-tax may be to the extent 0: 
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about Rs. 40 ~ We ba .. all aloq 
_Id that theN 11M baeD evasion; -It 
bave never laid tbat there bu beea 
no evaslOll. We bav. maiDtaJa.ad 
alread7 that tIlere" evuloa to U.s 
extent of k 30 to ... 40 erons, and 
slowly we are tr7In8 to remed7 tbfJIt 
ltate of affairs. 

Slut M. C. SIIaII: Id I laid. if ~ ~f! 
Nayar hu come baclt. As I ald. the 
fire bal 80Ile out of him. 

Slut V. P. Ha7&&": DId you pour cold 
water. 

Sbrl M. C. SIIab: As I aid. if be 
reads the report. be will find that his 
readiag was not eorrect. Hi! Imows 
EDellsh well He was in govemment 
service. as be himself stated. So he 
ma7 ~  bowing about aU these thines. 
What wu meatioaed in the report "f 
the Central oa~ of Reventle was 
tbat the income wu about RI. 180 
crores, that is. evaded iDcomr. It· is 
durerent from iaeome-tax on the evad-
ed income. 

Shrl V. P. Na7&r: I waut to correct 
the hon. Minister. Perhaps. r do not 
know the meaning of English as be 
knows. But this is bow it reads: 

"It is estimated that the evasion 
. of income is of the order Or Rs. ISO 
to Rs. 115 crores ...••. " 

Sbrl II. C. Shah: That was what I 
said. It must be distinguished from 
evaded iaeome tax. The tax on the 
evaded iDeome is different trom the 
evaded iDcome. If my bon. friend 
meant that evaded ineome was Rs. 160 
crores. I bave Do quarrel with him. 
But he aid that .. a'amSt the estimate 
of Rs. 2CIO to RI. 300 erores of eva-
sion of iDcome-tax mentioned b7 Pro-
fessor Kaldor. the Central Board of Re-
venue had admitted about RI. lSI) 
crores of evaded income-tax. That 
was what I understood him to sa7. 
Therefore. I bad to correct him. If 
be IUS that the evaded lneome is 
Its. UIO era .. 1 bave no quarrel with 
·hlm. 

Slut V. P. NQU: What Is the tax .. 
that? 

DrI .. Co -...: It IDQ' be about 
k 40 ~ becauIe .u the IlL 1_ 
CI'OI'eI may DOt be Ja the bieber ...... 
that ... tbc.e PQiq Itt ...... 
Some ma7 be Ia tbe lower Jacame IIab. 
About RI. 10 crores IIl87 be at tile 
l1Iaqinal level. about Rs. 10 croNli 
ma7 be in between aad about Rs. za 
c:ro .. ma7 be at the biIber Income 
level. We have never made a .eret 
of this Inference. 

Shri V. P. NII78I' read from page 124 
or so some atatement of Prot .... 
Kaldor and aid that it was sbamefuJ. 
for the Government to bave .n tbo.e 
statementa. I lID afraid that Sbri V. P. 
Nayar may not perhaPs be aware or 
the fact that Profeaor Kaldor W8I fa,. 
vited b7 the l'iaance lIiDister itJl1IaeIf. 
We wanted to bow how the matter 
stood. He is eonsidered to be an a-
pert in England. We wanted to have 
him here to 10 into aU these matters. 
Therefore, we are not afraid of wbat 
he has stated. We have to examlae 
his Report. to verify the estimates that 
be has made and study the sullestinns 
be h .. made and thereafter. to flDd 
out if we can just add to our resourses 
by adopting some of the suggestions be 
has made. We are already stud7iDC 
that· Report. With regard to certain 
l'Ulle'Jtions about additional forms of 
taxation he has made. perhaps, Shrl 
v. P. Nayar may be knowing that we 
have already sent three oIft~ s . to 
various countries. to Swedau, Japaa 
and United States of Amerlc:a. and we 
are sending another blIhl7 placed 
oftlcer to just co-ordinate the studies 
that they are conducting on the suues-
tions made by Professor Kaldor. 

About evasion. we do not say that 
there is no evasion; we accept that 
there is evasion. How to ftad tbat 
evasion out? We are just tr:yiDc the 
methods to detect ev&lion. The Ia-
come-tax lavestiptioa Commission 
had luggested the starting of a special 
department to bJvestigate cues from 
where they had left.. Already we 
bave the Direetorate or Inspection ucI 
Investigation to 10 into the. easeL 
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'lie have created ~ circlea aU 
over the eountry where all these im-
portant .... are CODCentrated and 
we have already placed YeI7 etBeieut 
a6:er. to look into all ... cues. 
We U'e tr7iDC to tiJhten up the 
maellfDer7 Of tile hu:ome-tax depart-
ment and we U'e "trying to piug the 
loopboles in the lDc:ome-tax Act. 

EVery DOW and tbeu we ... faced 
with some diftlc:ulties. We have the 
rulings of the Supreme Court. We 
come bere for the amendment of the 
Act. The other day we wanted to 
bave section 5(7A) ameneled and the 
hoa. Member opposite who spoke 80 
vehemently about evasion and about 
the wora... of the lDcome-tax admi-
mstration was there-to oppose that 
measure which the Government want-
ed to bring in order to rope in those 
big people wbo bad their activities 
spread allover the country and to 
\lave their cases dealt with -by some 
special ofBcers in specifled circles. 

Sbrt N. C. Cllatterjee: I may just 
interrupt. What I pointed out WIIS 
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 alIo," 
• case to be takeu away from Deihl, 
say, to Travancore or Timbuctoo. That 
.. very improper. That is what ! 
pointed out. You should prescribe 
certain conditions in order to make 
the Act equitable, fair and just. 

Sbri M. C. S .... : He says tbat he 
was for that ameudment" of 5(7A). 1 
take him at his word. -

As I was pointing out to the hon. 
Members, we are trying to plug the 
loopholes in the Income-lax Act. 

There are two kinds of evaSIon; on .. 
is '!vuion by lecal methods, taking 
advantage of the loopholes of the 
present Act and the other Is baviM 
fraudulent account books two or 
tbree _t, at alr.CJItt't boob .•••.• 

SlId .. Co IIIaII: We took Jut t.Ime 
powers to lad out wbether there are 
double seta of IIeCOUDt books. wbetber 
there are frauduleat eDtries made in 
the account ~ sbowD to the In-
come-tax oIIcen while real tnDsac-
tioas were in .... other booki 'l'heD 
too. there was opposition aDd there 
w ... IODIe reluctanee on the put 01 
some bon. Members of thia IIoIue to 
_ vest the iDcome-tax department of 
the Govenuneat with these wide 
powers. But, if you want Govern-
ment to ftnd out all tbJa COD",aJed in-
come from the genuine account boob 
that are ¥lot shown to the Income-
tax deparlmeut, it is absolutely neees-
SIP"Y that Governmeut should have sU 
these wide powers. 

I may inform the bon. Members of 
this Bouse that because of all these, 
perhaps. defective sections of Income-
tax Act-after the J)IlssiD, of tbe Ct?n-
stituUon-we Dropose to bave a ~

power Commission or Committee-
whatever name we may like to give 
it-to '0 into the wbole Income-tax 
Act and to codify it with a view t':I 
see that it may be simpler-and more 
effective. We may not then -have to 
race questions arising out of judg-
ments of the Supreme Court. 

The House is wen aware that tbe 
Income-tax Investigation Commission 
A;" was passed by this House and 
about 1200 cases UDder 5 (1) and 5 (4) 
were f~ to' the Commission. 
Some of the cases were investigated 
and settled and nearly RI. 50 crora 
of concealed income was found and 
nearly Rs. 28 to lb. 28 crores at 
income-tax was to be realised and 
there were still many more caSes 
~nd nl before Ole Commission. The 
matter wu taaen up to the Supreme 
o ~ and sectIon 5(4) was held t&UN 
viTa of the Parliament and we bad 
to amend section 34(1A) iD order to 
dispose of the. cases UDder sec:tloA 
5(4). 
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'l'beD there ..... another case in 
.. bieh it .... decided that after the 
amendment of H(1A). aectIoD 1(1) 
.... DOt effective. Therefore aU those 
cues whidl were DOt dispoIed of b)' 
the Commjaicm before 17th JuI)' 1855 
could DOt be ctispoeed of b)' them. 
'lbal, then wu eotber judPlent 
.. hich declared that all those cues 
.. bidl were Dot 6poaed of before tile 
28th January 1850. wbeD-the CoDati-
tutioD came into force, were invaUd 
and 110 tbe)' bad to be re-tried b7 the 
Directorate of the Income-tax Depart-
iDeDt. Thus it will be seeD that we are 
trying our level beat to rope in all 
those tax-evaders. But we have . to 
Befer our aetivities because of certain 
ruliDP. We have to come again to the 
Parliament for the ameDdment of the 
Act here aDd there. In v1ew of these 
complications. hon. Members will 
l'ealiae that we are working UDder 
great c:lUBcuIties. 

Start FeI'OR GMdId: The hon. Minis· 
ur said he is ,oing to appoint a 
Commission. May I remind him that 
lut Oc:tober he had promised to ap-
point a Commission to enquire into 
the Dalmia-J'ain a1fair and may we 
know what happened to that Com-
mission? 

Shrl Me C. SIIaII: I am sorry it has 
no relevance to the matter before the 
House. If there is a question, I will 
reply. It m&7 not be relevant for me 
fa eDter into a controversy in this con-
Dection. This Commission is to be ap-
pointed rather to codify the Income-
tax Act in order to make it very simple 
and more dective. ,. 

Aclaal7a KIt ...... : He wants only 
some informatiOD and no CODtroversy. 

Slut M. Co SIIah: I am just .,vlag 
what are the difIlc:ulties that we have 
to eDcounter. 

8l1l'i nat ~ The Supreme Court 
is a great cWIlc:ulty. 

SIarI M. Co 8 ... :  I cannot S&7 any-
thIDa about that. We hav. to bow to 
the decl.siona of the S"upreme Court. 
Whatever defects there are in the In-
c:ome-tax Ad, wIleD coqldelWd al0D8 

with Ibe CoDstitutlaa. are to be re-
moved aad .. e waDt to make the Act 
very simPle ad JIIDI'e effective. 'l'bat . 
.. ..bat "e prapG8e to do. 
So ,.. .. evuIml Is coacemed.. 
Government are more IIIIZiouI thaD 
even the hem. Members who have-
spoken, to briac these evaders to . 
book; but there are cWIlc:ulties and 
ctifJlc:ulties. We had ODI)' _ oIIeen 
by IlKS. Slowl)' ad IIl6wl)' .. e in-
creased the Dumber aDd toda)' ... 
have ~2  'l ~ are DeW people and' 
we bave to traiD them up for two 
~  FOr the 8rst 18 IIIODtba t1ae)'-
~ to be trained in the IDc:ome-tax· 
law ed other Jaws and thereafter 
for six IDODths they are to be eivea. 
practieal ~ .. Then the)' have to. 
work as understull)' with oJIlcen. We· 
are taking all those ofllcers through 
the Pubiie Service CommissiOD IID4 
they come from highl)' .:!ducated 
famines. They are DOt cWr";nt from 
~ at the oJIlc:ers are in other dr'Jparf-
ments, but they have to atud)' aU those 
things. Therefore. it takes some time. 
I am sure that we have practically 
turned the comer and we will. be in 
a better position to abow very Pel 
results slowly in the course of a )'ear 
or two. 

My friend. Shri Reddi referred to 
a point whim I might' take up. I 
had already mentioned that we would 
take 250 offtcers. It is correct. We had 
decided last year to take 250 ofBcers 
from Inspectors and have them there. 
But then we had appointed an OfBcer 
on Special Duty and he said that by 
1"e-organisatioD, it will not be neces-
SL",), to have aU.;these 250 otllcers. He. 
tberefore. requested us to wtait tll! the 
report comes. Now the report is com-
ing. Last year we wanted to have 25 
additional Assistant Commissioners 
also. We know that there are IlI"N8n 
in assessments aDd arrears in appeals,' 
and really speaking. we are trying our • 
level best 10 that all those arrears 
may be cleared up soon and thereafter 
DO case may be kept pendin, for more 
th8D a year or 10. My view Is' that DO· 
a~ al should be kept penc1lq for 
more th8D a year. I am ,oin, round 
all the bll cities Just adc:lresslq tile-
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:Income-tu: Oflleen and ImpnaiDJ 
.Ilpon them this, aspect 01. their wadL I 
,-am SIlre within a year or two the time 
'will come when thole people wbo al-
ways uk for adjournment wiD eom-
Jftain that there are .trict measure. to 
. dispose of the auessment aocmer. That 
.iI what I am envisaging. 

There are two other ·matta. also 
.long with tIUs evasion question. '1'IMre 
is corruption. I am aware 01. that fad 
arid I admit that there is corruption. 
-We are trying ollr level best to do away 
·with (:C)I"raptlbn. Though we are not 
100 per cent. successflll. I ID87 IDform 
-the House that we have been success-
:ful to a certain extent. I may inform 
the House that six omcers have been 
·dismissed vel'7 recently. and I Invite 
all hone Members to supply me with 
.any information they may bave 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 wifh regard to"two Income-
. tax Oftlc:ers. I took up the matter iDI-
·mediately. One of them hac! ~ 

prosecuted and sentenced to two years 
imprisonment and anoth1!r had been 
dismissed. On appeal to the lTnl& 
'Public: Service Commission, tbe Com-
mission said that he may be remo, .. d 
from service, though it does not mean 
very much. We bad already rec0m-
mended six oftlcers to be dismissed 
and many more are under investiga-
tion. We hope to take the strictest 
measures 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 aU these complaints are taken 
.In hand. 

\ Shrl Kamatb: Since when? 

Sbrl II. C. S .... : Immediately. I 
·can assure my friend, Sbri Kamatb. 
that if he lives 8D7 Inlonnation. he 
will ftnd that action II taken immedl-
.atel;y to Its lolleal end. The two bon. 
lIemb ..... -the.Y are not bel-e at tbe 

moment-will t.t1f7 to. that fac:t. I 
will DOt deter for a IIIOIDmt eveD it 
.tterwards an7b0d7 came. forward for 
Ihowint mercy In re.pect to tboIe 
oIIlc:ers. 

Sbri Kuutlt: The IIiniIter stated 
that there was a spedal departmeDt 
In bis Ministry. I want to know Iince 
when. 

Sbrl .. Co Shall: SInce II., but It 
bas started I'~ nl very well sInee 
the last two years. 

Sbrl BIuIcwa&.IIIa .&ad (Pumea 
cum Santal Parganas): May I know 
whether, in the first insbplce. If 8D7 
Member lives information on tbe 
offtcer wbo is corrupt, that case Is 
sent to tbe same o1Bc:er for enquiry? 

Sbrl M. C. Slab: I take that infor-
mation as conftden;.1al informatloa and 
I depute very senior oftlc:ers to look 
into tbe matter. U ;you want to utis(y 
;yourself, I will live YOIl the IlIlIDeS of 
the hOD. Members concerned, and ;you 
can jus;. ftnd out wbat had bappened 
from those two Members wbo were 
courageous enOU8h to live me the 
Information. I bope that aU hon. 
Members if they come in possession 
of an;y suc.. information, will pass It 
on to me and then the;y will !'eC 

whether action is taken on it or Dot. 

There is another matter and that II 
about public: relations. harassment and 
all. those things. I know that there are 
complaints about harassment. I have 
enquired Into man;y of them. With 
great regret I must u;y tbat most of 
them came from the parties wbo were 
Interested becall5e DObod;y likes to pay 
taxes. Here In India the Incom.tax 
assessees have to flll In tlleir Income-
tax retums. Whatever incomes tbe7 
have bad has to be put In those 
retllrns. They have to prove that that 
w the only !neome that they bave ,ot 
dllrln, ibe ;year 01. 8SSeSIIIIIeIlt 
Tberefore, at times, . the Income-
tax Olllcel1l have to 1)Ut c:ertali 
queries. but the people eoneent 
ed do not like those queries 
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liT frieod. ~ Trivedi. ia DOt Iaae. 
but be c:itecl. cue Jut time tbat 
because a certaID aIlc:er wated a c:v 
to be llUPP)ied to bJm aacl beea .... that 
ear was Dot ..applied to bJm, the 
1ocome-tu oalcer ..... II1II the iDdlYi-
.dual'. iDcome at IOIIletbiD& like 
.as. 8.00.000; then whea 1\ weat to the 
Tribunal, It was reduced to !II. '19.000. 
I lot that iDformation from bUD. We 
immedlatelT eaquincl into the matter 
and the facta are otberwiIe. I am IOft7 
to "7 that Sbri Trivedi was verJ' 
mucb misinformed. Tbe t..ds an 
these. That leotleman did DOt live 
:tlis income-tall retum for about lis 
months. Then be was preseed ~ live 
it. He laVe the retUrn whicb showed 
his income as Ra. 1 •• 9.000. When the 
case came up for bearinl. certain 
questions were asked aDd the7 were 
not answered there and then. but be 
asked for adjournment. Four or 8ve 
adjournments were liven and eminent 
lawyers were brought in. Even after 
the fttth adjOrDDleilt be did not appear. 
He was asked to appear Blain but be 
did not. Therefore. an a: parte deci-
sion was taken. The Income-tax 
Ofllcer can take a decision onl:y from 
the reports that be can latber. There-
fore, he was assessed at Rs. 11.00,000. 
The matter went to the TribunaL The 
Tribunal also held .hat 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 tae 
action of the Income-tax Ofllcer about 
the ez paTte proceedings, and fixed 
!he income at Rs. 5,85.000 Or so. This 
shows .tbat Shri Trivedi's complaint 
was based on wrong Information. 
Before taking the informatlon, ODe 
should very carefull:y look into the 
rnatter and sbould independentl7 10 
into the true state of thiD.cs. Wbere-
ever I bave ,ODe, I bave told the 
lncome-tax omcera to be Yer7 

courteous. I have come in contact with 
the income-tax oftken indivlduall:y as 
well as at meetinp. I bave told them 
tbat they should be ver:y courteou .. 
There should be no ease of barau-
ment. 10 tbia democratic BepubUe. 
there are the elected representatives 
of the people and tbe:y must live 
ftI7 DIc:e treatment to tire .... sees· 

2' Z~ 

thoup tbeT must __ tbeID IICeOId-
Jq to tbe iDformatiGa ay""", to 
them. 

SlId Kalutla: Nice tlalwaat ...... 
what? 

81ar1 II. C. "'11: Just live u.n 
cold water .••••• (1oterrupti-.) I 
bave also impnssed upaa them that It 
fa DOt the iDtentiOD of the Goveramaat 
to let a pie more tba wbat • Juatb' 
due to lbe Government but tlIat we 
are also Dot pnpared to let 10 even· a 
pie that is Justl:y due to the Gover.:a-
meat. 

Sbri Nll7ar referred to tbe manual. 
It has been broulbt up to 1958 and 
every oftlcer ill suppl1ed with a c:op.r. 
In order to help the -ees we have 
broulbt ollt in simple laquqe a book 
sbowinl the responsibilities of tbe 
assessees: bow to ftll In tbe form ad 
other thin,.. 

Shii Kamatll: When was it doae? 

SJarl M. C. SIIab: Probabl7 a Tear 
before. It ill ruDDinc the thirteenth 
edition. We are arrBDIiD. to bav. 
copies in all the fourteen laDIUBI.. of 
the different relions. We liave prepar-
ed a l/l7llUln's book 10 ~t t.1Je 
lawyers ma:y not come in the way. 
My frJend. Shri Chatterjee. ma7 not 
mistake me if I say that I have found 
that mostly those professional people 
did not give their correct returns. I 
bave verifted these. So. these books 
haVe been brou.bt ~ t SO that tbq 
may not '0 to tbe law:yers or to tbe 
income-tax practitioners. 

We have also tbree public relationa 
ofllcers, one each at Madras, Calcutta 
and Bombay. We propose to extead 
that s)'stem. The small ...... eea 10 to 
them for lUidaoce and advice. 

Sliri. KMaaUa: AD)'bocl7 in Delhi? 

Shrl M. C. SIaaIl: Not yet. But, we 
.propose to help the smaller asaessees. 
We know that bi. auessees will have 
bit counaeIa If) &.how them the wa7 .. 
to bow 1.. ftUiOD CIIIl be eIrected. 
So, We Ire to help the small .snlllil 
and SO we are tl'Yinl to do wbat WIt 
can about them. 
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117 friead. SlId Cbatterjee • .aid tbat 
there mould be aD atemaI aDd mtar-
aal 8UrYe7. Be wiD be mtensted ~ 
bow that fa the 1at three 7eu'8 we 
bave alreadT vUlteci 4,31,295 &bops anti 
brouPlt 011 record about 59,147 
UIeIISeea. We propose to ateDd that 
QStem. We want to !lee tbat evel7-
body wbo baa to PIU" ineome-tax ~ 
It fuJb-. 

I bave aot here c:ertaiD &,runs but 
it will take much time if I quote them. 
Even thoua the Umit of exemptloa 
bas risen from Ra.. 3,000 to Its. 4,200 
\bere bas been an facrease in the 
number of asse5sees. There is DO 
necessity to bave sucb a committee as 
suUested by Shri Kamath. I am pad 
that this opportunity was liven to 
tbe Government to ftDlain the way ill 
which the Government is administer-
inl the income-tax department. [do 
admit that there is evasion: harass-
ment and corruption should also "-
done away with. I entirely aare. that 
all these things should be done. There 
Is room for improvement. The incomes 
are rising and we want to bave mOTf' 
money for the Second Plan and if you 
can bring more money to the GOvem-
ment it will always be belpful. We 
are alive to these things. lean onlv 
assure the House that no effort will 
be spa:-ed to secure the objectives that 
the hon. Mover had in his mind while 
movinS! this resolution. There are 
sbortcomings and limitations but I 
kDow that, with the fullest possible 
co-operation from the Members of 
this House and the other House, we 
ean do a lot towards the improvement 
of the administration. Sollie hon. 
Members talk to me 1D the lobbies 
~ o t this evasion and tHat but wben 
ask them to put it in wriUne they 
are afraid to do so. 

SlId Kaaatll: What 70U ten Us m 
the lobbiN, you need not teU bere. 

Slut M. C. SIIaII: What I wanted to 
"1', Mr. Kamatb, is ~ !I  

Mr. "'O-8pea1rer. Mr Kamatb 
Gould DOt be told d1reetly. 

SlId .. Co 8IIdt: I .. .on'7. Wbat 
I want to tell the bon. Kember oC 
Pda Rouse Ja tbia. Wbea they have 
MY deftDite Jnfonaatioa with I'ePId 
to evasion of tax or conc-'meat oC 
income, howsoeftl' hiIh or emiDeat. 
the position of the P8I"IOa may be. I 
can assure the Boue that I shall take 
all possible Itep8 to uuearth that ib-
COIDe and to briq to bodk the dea-
der the moment We let that iDlorma-. 
tion. . 

Vef7 valuable laformaUon WI'; ...... 
to me and one o8lc:er was corrupt. He 
'Was convicted aDd another dIeer ..... 
dismissed. If the hon. Members em 
give me sucb iDformatiOn, I can u-
sure them that all poaible measures 
will be taken to investiPte the eases 
and punish the oJreacier, IUIlty of cor-
ruption or harassment. But the bon.. 
Members should have c:orrect infor-
mation in their poaession and Dot 
such information as was liven out by 
my friend. Shri Trivedi. I just nOW" 
referred to that ease. 

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

Shrt Kamatb: I would take about 
fifteen minutes. 

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

Some Roa. Members: Tt=n n:inutes. 

Shri Ibmatll: 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 tryinl to 
conceal, trying to hide . from public-
view and trying to see that Jilht does 
not expose it to the public view. It iI 
unfortunate that the spirit of the 
Second Five Year Plan bas still not 
infected the Minister. His eompla-
eenc:y is pathetic. 

Mr. Depao-Speabr: He· bas beea 
uasuec:essful in concealing it when 
70U have foIma it out. 



.... ~ He bas admitted III 
tile eoune 00 Ills ..... towuda the 
end IIWl7 tbiDas. In the course of 
fUs perantioa be .... admitted cor-
rupticm. be bas admitted iDefticienc:y, 
he bu admitted the eziafence of heavy 
:arrears and be Us admitted ill-orp-
llfsation. After baYina said all this, 
lie throws up his hands and says: 
'"'Why this Committee?" U that. Sir, js 
"the approach of the Govel'llJlleDt to 
"problems of this Dalure, to Important 
problems of this D8lure the attitude 
of responsibility and responsivity that 
Government brill,. to bear upon pro-
blems of this nature, which affects 
our national IDaDces. I despair not 
merely of the suc:c:ess of the Second 
"Plan but also. Sir, I despair of the 
gowtb of a sound, strong, puissant 
]Jarliamentary democracy wbere gov-
oemment is responsible and responsive 
to parliamentary opinion. 

I thought there was no need for me 
to stress this aspect of the matter, My 
bon. friend Sbri Chatterjee bas ably 
advocated one of the main aspects of 
"this particular resolution, end my 
mend Sbri V. P. Nayar, on my right, 
has driven another point home. This 
J"eliolution bas been supported, as the 
bulletin, other records and all other 
papers show, by an sections of tbe 
"House tor the ftrst time in the history 
()f Parliament. As far as I am aware, 
no other resolution has been support-
ed by so many aiembers" and so many 
$!Ctions of the House-both are there. 
46 Members of the Lok Sabha, and 
among them nearly or over 50 per 
a!Dt. are members of the ruling party, 
-bave supported this resolution 
though it is unfortunate that today •.• 

Slut B. D...... (Almora Dlstt.-
Worth-East): I am opposed to it. 

Slut K ... u.: I do not know 7OUI' 
.Wtude. From the HImalayan heights 
I do not know wbat attitUde you will 
take. You may get some ;adi boon for 
income-to: also. 

About this reso1utiou. as I have al-
ready said, there has been support 
"from over 2S Members belongin, to 
"the Congress Party and the other half 
zepresent all other section) of this 

Ro.... Todq, 1IInNver. I ........... 
IUI'JriIed to Me that DOt a Kember of 
the rulIDt P8I't7 .tood up to .... 
either for or apjMt the ftIOlutioD. 
But, be that as it IDQ'. we have .... 
familiar with au. attitude of the 
Government on YU'ioua other matten 
vitally affecting Parliament and the 
people. I am familiar with this atti-
tude. It bas a.n re8ected OIl other 
oceasicm alIo. III *te Of a e1ear __ 
pression of opinion by Parliament 
Government haft turned a deal ear to 
the demand made on the floor of this 
House for enquiriea into various mat-
ters. 

I will refer, Sir,-bec:ause I 'lID 
racing against time-to 0Dbr ODe 01' 
two other point. wbic:h have been 
iought to be made out clearly. but lin-
fortunately not 110 by the KilUater. 
He referred to arrears that bave 1Ie-
c:umulated. He said be had lone on 
i hurricane or a whirlwind tour or 
something lilre that. a very swift toUr 

_ of all the establishments in India to 
see that these arrears are disposed cd. 
But as lon, back as 1949-it is not a 
flew story-the Income-tax Investica-
tion Commission referre4 to this mat-
ter-we are today in the year of 
Grace. if it is Grace at an. 1956-end 
even today what has the Minister to 
say? He says, we have lot arrears 
and We are trying to ,et them dispo3-
ed of. If that Is the pace at wblch this 
Government moves-seven years have 
elapsed and still they ... trying to 
get these arrears attended to and dis-
posed of-I do not know where it will 
lead us to. The ConunJssloa used 
mon« words about this matter. 'l'hey 
said: 

''Taking the strueture as It i8 
planned, we think that it requires 
to be strengthened aDd re-arraDl-
ed immediately in certain res-
pects if the heavy arrears are to 
be redueed and, above .. n. a libe-
ral provision bas to be made tor 
reserve in all grades and dulles 
of estabUshment tor emergent 
work." 

The earUer Cominission, the John 
Matbai Commission referred to 



_20 JULy 1111 ....., iato WCII'IdafI 01 
.r-2'_ DI)IItII ...... 

(Shrt Kulath} 

... other UJM!cl of the matter and .:ald: 

-We have been assured b,. the 
Central Board of Revenue that" a 
IoDl (mu-k the words) overdue, 
expansioa scheme is now wen un-
der ~ of. implementation." 

That ..... said by the Income-tax 
Enquiry Commission -of. Dr. John 
Mathai. I would I1ke to know from 
the MinJster-1 know it would be 
ImpoIBlble for him; be _ won't be able 
to teU me-whether this lonl o\-erdue 
expansion acheme bas been takeD in 
liand at all, the prop-ess it bas made 
aDd what sort of propess it h.:s been. 

Shrl M. C. Shab: I have already 
stated that from a strenitb of 500 to-
aay we Mve 1200 ~ s  

Sbrl Ka .... tb: Not the number 01. 
oftlcers; their efIlcleney and all that. 

SbrI II. C. Shah: With regard to 
e1!lc:ieney also I said that the repott 
will be ready. -

Sbrl Kamatb: The,"e 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 takin. with regard to the provi-
sion of RI. 450 erores. Even if the 
figures of the Central Board of Reve-
nue are taken with regard to the eva-
sion of. inc:ome-tax-in addition to 
that there is the extravagant adminis-
trative expenditure and waste which 
bas to be minimised or even done 
awa,. .with, I am sure we will not 
have to ,0 to other countries with a 
beainc boWL and Government also 
will not be compelled to resort to 
fresh tuiiation putting a burden on 
the impoverisbed people of this 
country, provided proper steps are 
taken. Aa bas already been. stated, 
cnir country has lOt a population of 

only ODe million who are liable to pa,. 
iac:ome-tax. .ad ...,. half a IIIiUiGn or 
a uWe IDDN tban that ..:tualIT PAT 
iDcome-ta. • 

Sir, JtinclJy look at m,. resolution. 
What is there that the Minister e8n 
possib!y take exception Lo? What can 
the Government talDe exception to ID 
this NIIOluUoa? 'l'IIe IDcome-tax. 
departmeDt 111 ODe of the maID. .... 
most important departments of o ~ 

ernmeot. I said lut thoe that 
this IDcome-tax departmeat ... 
IT - the 'it' of the taxaUOD: 
world. Therefore, it merits a .oocI-
deal of attention and care from Pat--
liament. lIy chief conc:ern is that this-
department should fuDc:tion more eftl--
eiently and less corruptly thfon It has 
been doing so flr. The Minister him--
self has admitted the presence of 
these evils: it is corrupt; it is ineftl-
clent; it is ill-orpnised. Yet, tbe7 
would not aeeept the need for an en-
quiry. I fail to see why the KiDister 
has ehor.!n to oppose this resolution.. 
It must be out of sheer cus ..... 
Nothing else. If the resolution .... 
been aeeepted by tile MiniSter and by 
the Government it would not emIT 
have brou.ht a Commissiou into being 
but it could have devised wayS and 
means of making this department 
more eDlc1&l" And more serviceable 
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-
sion had been set up, its terms of ft-
ference might -have iDelucled-of 
course, it is a matter of detail and t ~ 

various details as to how the Commis-
sion should fuDetion could be thrashed 
out-an item as to how this Income-
tax administratiOll fuac:tinns in .Jam-
mu and Kashmir State. Today, ia 
.Jammu ad g· ... mir State, I under-
stand that there an various ftaws &Det 
defects and that the working of the 
income-tax department there Is not 
at aU satidaetory ill the whole <Jf 
.Jammu and Kashmir State. If tbts-
Committee had been ret. uP. I am 
SUN that this House and this Parlia-
ment mflbt have qreed to iDclude 
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tbat item aJao la. the terms cd .... -
enee fOr this Commi.ion, because 
Jammu and K'ebmir is a .-n of 
IncUa. The iDcome-tu work exteada 
to the enUre c:ountz7-t0 the wbole 
of Iadia-and Jammu and KMbmir. 
therefore, milbt have been iac1w1ed 
in tbe terms of reference. UDfortu-
Dately, it is DOt loing to be so. But. 
la .pite of tbat, I hope that the House 
will agree to tbia resolution on the 
consideration that it bas heeD BlIP-
ported by a Jarle number of Mem-
bers during tbeir speeches, and otber-
wise. 

I. would conclude by quotinl a .10-
brdhca and not a .lou. I quoted 
IIOIIle .101caa last time. I expected that 
the Minister of Finance would be here 
to reply. ae had promised to me pri-
vately that he would be present here 
to reply to me in a similar vein JD 
Sanskrit. But he is not here. Any-
way, I would only say this to the Min-
ister now: 

nt ~ ... U1fF«: lIi(ill(ill<'1IC( I 
If this Income-tax department, 
its working, fails. the whole ad-
ministration is in danger of col-
lapsing or will collapse. If tbey 
cannot mana,e this income-tax 
department, I do not tb1nk: tbey 
will manage any other departmebt 
efflciently or well. I said so last 
time. If you lose on income-tax. 
you will ..have SClnJcat4m. that is. 
crisis. If you gather income-tax 
well and adminis&r the depart-
ment wen. you will have SClmrid-
dhi. A,ain: 

fd ~ qm;f f I '~~  

If you succeed in this bit task, 
-mahtztlcztRa if you set this In-
c:ome-tax aepartment rilbt. 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 8tleb an atti-
tude. I would only commend 'fII.Y re-
solution for the acceptance of my 
bon. and wise Members Of the Bouse 
In sPite of the Minister's opposition to 
It. 

Mr. DepIIQ: .... tw: TbeN aN .... 
amendmeot8--GDe b7 Mulla,Abd"n ... 
bbal and tile ou.. by Sbri D. C. 
Sbanna. Both of them are abaeDt. But 
I shall have to put tbe ...... d ...... 
the vote of tile BOUIe. 

The questlon is: 

That for the oriCiaaI Resolution, the-
following be 8IIbstltuted: 

'"This Bouse rec:ommends that 
a Committee COIIIIistinc of ."en 
members, DOt lea than tour of 
whom should be Members of Par-
liament, be constituted to enquire 
into and report within six months 
. about the o l~ Of the Income-
tax clepartmeDt, with recommea-
dations to improve the dlc..iency 
in the administration of the de-
partment, to remove the eorrup-
lion and save the U8eS8ee from 
harassment-thus leadiq to quiek 
assessment and better results in 
revenue collec:tions." 

The motion 1DU Regatived. 

Mr. a~-8 a : Tbe q.aestioa-
is: 

That for the original Resolution, the· 
foUowin, be substituted: 

''This House recommends that a 
Committee c:cmsisting of seven 
members, two ~f whom should be 
members of Parliament, one of 
whom should be Inspector Gene-
ral of Police, one of whom should 
be a retired .Judge'" the High 
Court, one of whom should be a 
representative 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 
Worldnl of the Income-tax de-
partment and BIIbmit ita report 
within eilbt months". 

Mr. Depal7-Speaker: The emend--
menta are lost. Now, I shan pm tJw. 
Resolution to the vote of the Hou-.. 
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'1'he quatioD js: 

. -rhiI House recomD'eDd. that • 
. Committee eoasistiq of seven 
members, DOt -. than tour of 
whom should be members of Par-

fIftd AIfGa ..... ill U.N.o. 
.bout ........ at .. IDcame 
T ~ t  .............. 
dationa to lID...,... tile eIIcieae7 
ill tbe admiIIistI'atIG at tbe de-
partment ~ to QUIc:k ...... 
meat ad better ..... III reve-
Due eoUectIonL" 

1iameDt, be c:cmstituted to enquire The !.ole &ab... c1itridecl: 
into and report within _ months Noc • .,. 

· a.n-.. Shd TuIMr. 
· CbalterI-. Shri N. C. 
· Chowdllur7. SIIri N ... 
n-. SIIrf, B. C. 
n.o.-.SIIri 

.Abdua S-. Sbri 

AcUlS ..... SeIb 
.A1tetar. Shri 

. A1 ... ShdJ ....... 

........ SIIri 

....... SIIri .. R. 
· _ ..... Pudit M. B. 

....... Pulclit TII8Ur 0.. 

Dan. Sliri c. 
.............. SIIri 

Chatterjee, Dr. SuaiJnaim 
· Cbatunedl. Sliri 
<:IIaudMr7. Shri G. L. 
D ... ShdR.aD ..... i 

Dabpallde. Shri G. H. 
Dubc7. Sbri R. G. 
Durta, Sliri S. It. 
DwiftCli, Shri M. L 

~  

lIIa_al.Shri 

a.dbi, Sbri I'erou 

a..dbl, Shri M. M. 
Qadbi. Sbd V ... 

Dl¥llloa No. z 
AYES 

H ..... Sbn BlDjIlllia 

It--'Sbri 
Mlltr .. Shri M. It. 

Mulerfee. Sbri H. N. 
MwoiI ..... Shd N. R. 

NOES 
au.-Dew!, SIIriaIGi 
H .... Sbri Subodb 
a-nb, Slid J. N • 

I ~ Sliri 
Hem R.;. Shd 

I"""';' Sbri C. R. 
J-' Slid N. S. 
J"toY-"'. Dr. 
J."..t.ri. Sbrbud 

Ictbu. Shri 
Ioohi. Sbn A. C. 
Ioobi, Shri Jedlalal 
Ioabj, Sbri ItrioIIuc:IIuJ8 
Itllllk ... Shri 
Itomble. Dr. 
K ....... SIIri 

KIwt. Shri s-dlt AU 
Krio ..... ~  

Mljitbie. s..-
Mola.;'" Sbri It. D. 
More, Sbri K. L. . 

MuhlllUllld SIlo""e. Chaudburi 

The motion WILl negativecl. 

(J4e P.M. 

..... SIIrt. + M 

IIboIIri. SbrI ..... 
.......SllriR.N. 
S ..... 'l"bokw I .... It ..... 

" ........ Sbri 

~  .. S. 
N .... SbritLG. 

N ........... ShdC.R. 
N ..... SbriP.S • 
N ....... Sbri 
NeIaa. .... Sbivnj.U 
.......Sbri .. D • 
p .... Sbri S. It. 

.......SbriN. 
ItajIbbaf,. Shd P. N • 
p_ • ..,. Sbri s. v. 
....... ..... Cb.. 
.... Sbri IIIIaIa 
SUu.Sbri ....... 

S-" Shri S. C. 
5""" Shdlt. R. 
SlaP ... Sbri s. c. 
S .... a.-dro. Dr. 
"I'IIiauIIIIio Sbri 
'I'bcaM, Sbri A. M. 
TI..,. Puulit D. N. 

VeD6I--'" Sliri 

:RESOLUTION RE. REPRESENTA-
TION OF AFRICAN AND ASIAN 
NATIONS IN U.N.O. 

to be a speciftc extension of the , 
tint up to 5-30 P.M.. ~ the Bou 
.pprove of It? 

Shri ~  Pru.1d (G8J' • 
. 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. Depaiy-Speaker: lbere is one 
. di8lc:ulty. The old business could be 
continued without a speci1lc extension 
of the sittinc; but, it a new business 
:U to be takeIl UP. the Roue would 
bave to live ita .pproval for a deftnil.! 
-atension of the sittinJ. Tbere ought 

SeftnI Boa. Members: Yes. 

1fI'. Depaiy-8peaker. The aittinc 
extended up to 5-30 P oM. 

SIarl Bra,Ie.Inrar Pn8ad: I beC 
move: 
-nus Bouse recommends to th. 
Government of India to press fOJ 
the. revision of the Charter of the 
United N.tions so tbIlt Afrlcu 
and Asian nations may be repre-
sented in tTle U.N.O. in propor 
tion to their population and tha 




