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I  said,  the provisions may  be      misused by   
over-zealous   Ministers   or      over-zealous 
State Governments.  What   is needed is, we 
should try to remove the genuine    grievances    
of    the    people  in time  so  that terorism  
does not  grow and  the    younger    
generation,     the young people do not become    
terro-, lists.  Only by doing thisj we will be 
able to control terrorism. 

Secondly, I would urge upon the 
Government to revamp the law and 
order enforcing machinery. The law 
and order enforcing machinery has 
totally collapsed. The police has 
failed to detect crime and that is why, 
crime is increasing. Terrorism is 
increasing. They are not able to de 
tect the terrorists. They are so inca 
pable that they have not been able to 
apprehend that murderers or Mr. 
Lalit Maken; and the people who 
Committed murders      in      the      past. 
Earlier, one ambassador was killed, till today, 
nobody has been apprehended. Therefore, 
unless you do this, unless you reorganise the 
law and order machinery, unless you 
modernise the police force it is futile to have 
such legislations to combat terrorism, to stop 
crime. 

THE VICE-CHAIRMAN (SHRI CHI-
MANBHAI MEHTA): Now, we will take up 
the Short Duration Discussion listed for 
today. The discussion on this Bill will be 
resumed on Monday, the  19th August. 

3."0 P.M. 
SHORT DURATION DISCUSSION ON 
THE STATEMENT RE. REPORT OF 

THE NATIONAL INSTITUTE OF PUB-
LIC FINANCE AND POLLCY ON "AS-
PECTS OF THE BLACK ECONOMY IN 

INDIA" 
THE VICE-CHAIRMAN (SHRI CHI-

MANBHAI MEHTA): Shri Hukmdeo Na-
rayan Yadav. You are given 7 minutes. We 
have to finish the discussion within the time 
allotted by the Business Advisory Committee. 
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I don't know, those speakers who are left behind, 

they generally suffer. Therefore, not to do injustice 
to them, when I ring the bell I expect you to 
conculde. The time, is not allotted by me but the 
Business Advisory Committee. 

So, please restrain your selves. Sometimes 
Members are repeating what is already haated and 
irrelevant issues are also being raised. So, please be 
pointed in your observations. Mr. Jain 
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SHRI NIRMAL CHATTERJEE (West 

Bengal): Mr. Vice-Chairman, Sir, despite 
quite a beautiful couplet in Bengali literature, 
a free translation of which means— 

If black you consider to be thai bad, 
why do you weep. Madam, when your hair 
turns grey? 

Black is considered to be beautiful in certain 
circles in our country. But presently, Sir. (he 
mood of the House seems to reflect that we 
are ..II concerned wiih black income, black 
wea l th  and the report on black money and 
black wealth. Perhaps nor for identical 
reasons—we include both, Mr. Salve and 
myself—and the reasons might be exactly 
opposite, one might be trying after reading the 
report, how to have more routes to generate it 
and the other the opposite, I do not know. But 
we are all concerned. Let me begin with the 
report. There are some who have characterised 
this report as a damp" squib, almost a 
meaningless exercise. Partly they say this 
because the esti-mate that they have come up 
to is not very worrying. 

According to this estimate, the estimate c' 
black income generation each year is about 18 
to 21 per cent. One can pat once back 
particularly after getting enough education in 
the World Bank and I.M.F. culture that the 
strongest democracy in the world has a higher 
rate of black income generation every year. 
According to this estimate, if ours is between 
IS to 21 per cent, then according to Dr. Tansi 
who is a World Bank and I.M.F. author, in the 
case of the United States the generation of 
black income is 22 per cent. Therefore, some 
say that it is a damp squib and we need not 
worry by the generation of black money up to 
this extent. It is also considered to be a damp 
squib by 6ome other people also because  they 
say that  after three years of 
901   RS—8. 

mountainous labour what they have dis 
covered in the report is what you already 
knew. For instance, they say that the 
black market is generated in these fields 
such as real estate transactions, large-scale 
manufacturing, Aim industry, smuggling 
and the professions which might include 
the oldest one and also in construction. 
But it is interesting to note here that they 
are silent on one particular area which 
also generates plenty of black income 
and that is trade, both internal and 
external. It is also considered a damp 
squib because the report has said— 
and      who    did      not know     it — 

that all this black money takes the from of land 
or ornaments or some such things. Therefore, 
it is said that after three years of mountaimous 
labour, it has not produced much. It is also 
considered a damp squib because of some such 
other observations. Here, I do not.entirely 
agree with such a view. Even while it is a 
damp squib, incidentally, it indicts, 
unintentionally. I am pure, the Government of 
India when it says that the amount of 
collection from direct taxes being as low as it 
is today in India out of the total revenue 
collection is an indication of generation of 
black income which is defined as tax-evaded 
income So long we have been told by the 
present Finance Minister, a little less than the 
earlier honourable one, that it is the experience 
of all developing countries that col'e:tion from 
direct taxes over the years should get reduced 
and become a lower and lower percentage of 
the total tax collection. I believe that while 
being a damp squib, the very statement of this 
fact is an  indictment of (he Government's 
logic. 

Now. it is also quite a different thing that 
there isanother view of the report which says 
that this report is not merely a damp squib, but 
it also contradicts itself. And it recommends, it 
concludes what is not supported by its 
premises or at least in that area where it should 
not have been a damp squib, where it mad: 
some independent investigations as in the case 
of sugar industry or in the case of land or estate 
speculation. For instance, I will just make a 
brief reference to this because the time is 
limited, And I will come to other things, and I 
have to come to other things also.    It is said 
here, and 
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the whole chapter on sugar industry contains 
statements that neither the tax rate nor the 
control over sugar industry is primarily 
responsible for generation of black income 
there. It is in the report That is also a part 
where, in the course of three years, they made 
an independent investigation. They contributed. 
Let us admit that. And in that contribution, the 
finding is this. See the recommendation. It is 
exactly the opposite of it. The taxes are 
responsible for generation of black money, 
controls are responsible for generation of 
black money. And this Report, when it says 
that the taxes are responsible, forgets its own 
figures. The Finance Minister also fox gets the 
figures at times. It has given the figures. What 
is that figure? Sir, I do net know if I will be 
able to do full justice to this Report which is 
too voluminous, and the Finance Minister was 
not kind enough to give us more time for 
discussing this. Sir, what are the figures? 
While in 19? 5-76 the percentage of gross 
domestic products, the range of black income 
as percentage is estimated as 15 to 18, in 1980-
81—again their estimate, whatever be the 
quality of estimate—it is 15 to 18 per cent, 
and in the year 1983-84, the figure is 18 to 21 
per cent. Note the years It is during the years 
when the tax rates were reduced. When the tax 
rates were reduced, the predecessor to this 
hon. Finance Minister used to claim that it is 
this tax reduction which will prevent generation 
or at 'east reduction in the generation of black 
income, Here is- a proof even quoted by this 
Report that during this period when taxes 
were reduced, the black income was going up. 
(Time bell rings) I have on an earlier occasion 
also indicated through another kind of figure 
which is not quoted here that income-tax 
collection as a percentage of national income 
is coming down over the years when the taxes 
are being reduced. Is it not an indication that it 
has no relation at all or, if anything, the 
indication is the opposite? It is a simple logi-
cal question to Mr. Salve, if he speaks after 
me. or the Finance Minisler. No. The House is 
deprived of something which is very 
Kmportant. What is the approach? Here also 
they 'say about tax ratios some- 

times, not about tax rates. Just imagine. The 
approach, the assumption is that those who 
earn want to pay more to the kitty, want to 
pay more by way of taxes but what is 
preventing them is a. 4 p.  M. 
high rate of taxes When you say that by 
lowering the rates of taxes, you will be able to 
collect more, what exactly you are suggesting 
is that the) are wi l l ing  to pay you more, and 
when all these people clamour that reduce the 
taxes that pinches on us, as if they want to 
contribute more to your coffers. This is a kind 
of logic which is beyond me. This is a kind of 
logic w h i c h  is beyond the economic system 
that is called monopoly capitalism. (Time hell 
rings). 

Sir, since the bell is rung, 1 will quickly 
come to other parts. The report is there. 
Anybody can see the recommendations, and 
the inferences that they make in many cases. [ 
will not say and I wil! not dishonour Dr. 
Acharya, who. incidentally, is trained in the 
USA, the World Bank, the IMF circle. But 
there are many insights. I freely admit that in 
this majo' recommendation, in this major 
conclusion they are not defended either by in-
sight or by their own investigation, wherever 
they have independently entered into. But, 
Sir. my real objection is neither that it is a 
damp squib or that it bears contradiction 
within itself. My real objection is that it is 
dangerous. The recommendation, that it 
makes, the wonderful logic that it has got, can 
be easily ;seen. It seems,  Sir,.... 

SHRI N. K. P. SALVE (Maharashtra): Is it 
your logic that the rates of taxes, however 
irrational, have no nexus whatsoever to the 
generation of black money? 

SHRI NIRMAL CHATTERJEE: No that is 
not my argument. I will not deny, Mr. Salve, 
a very simple fact that if there are no taxes 
there will be no lax evasion at  all.  I will  not 
deny, Mr. Salve, that. 
SHRI N. K. P. SALVE : The report says 'hat 
the rate of taxes is one of the reasons for the 
generation of black money and when they say 
so. they are not going by the total collection 
juxtaposed or correlated with the domestic 
product. All that are saying is that the highest 
nal rate of taxation has the effect My simple    
question  is.    do  the highest 



marginal   rates  of   taxation,   according   to     , 
you.   have   nexus   with   the   generation  of 
black   money?  

SHRI NIRMAL CHATTERJEE: I will come 
to that very soon. I :am illustrating. First let 
me reduce it to an absurdi ty ,  and then I will 
answer it. For ice. as I said, if there is zero 
taxes, there is no tax evasion. If there is no 
control, there is no violation of any control. If 
there is no law in the country, there is no law 
non-obliging citizen in the country. That is, 
nothing is illegal. That is true. On the other 
hand, I immediately concede to him that if it 
is 100 per cent taxation, then in a capitalist 
society the incentive for lax evasion is more, I 
conclude. 

SHRI  N.  K.   P.  SALVE :   In  caiptalist 
society  or   communist  society,   makes  no nee 
at all. 

SHRI NIRMAL CHATTERJEE: If there 
are control1, which cannot be implemented, I 
admit the scope is for enormous tax evasion 
or attempt to pierce the boundaries of 
controls and enter into the world of blacks. I 
entirely agree. What I do not agree is that if 
your marginal rate of taxes was 70 per cent 
and if you reduced it to 50 per cent, your tax 
collections would increase, and black income 
generation will decrease. I will just narrate to 
you the experience of the country which 
sometimes appears as the God, the USA. One 
of the lowest rates of .taxation is in the 
USA. 

SHRI N. K. P. SALVE : Who has told you 
that one of the lowest rates of taxa t ion   is in 
the United States? 

SHRI NIRMAL CHATTERJEE : I tell 
you that. 

SHRI N. K. P. SALVE : What is the 
highest marginal rate of taxation in the USA? 

SHRI      NIRMAL      CHATTERJEE    : 
There ra a reduction that Mr. Reagan has 
introduced in the marginal rate of tax. 

SHRI N. K. P. SALVE : What is the 
highest marginal rate of tax?
 
' 

SHRI   NIRMAL CHATTERJEE:   They 
have reduced it  by 50 per cent. 

SHRI N. K. P. SALVE : In which year? 

SHRI   NIRMAL    CHATTERJEE:     In 
the courge of the last 4 years and they are 
among the low marginal rate of taxation 
people. There, the generation of black income 
is 22 per cent, according to Dr. Tenzi whose 
approach has been adopted here. Now, in 
every capitalist country, quoted as example 
with a low rate of taxation compared to which 
ours is supposed to be more highly taxed 
country, the generation of black income is as 
enormous as ours, though it is a damp squib. I 
lift the veil a little. The 22 per cent of the 
United States refers to an economy where 
non-agricultural income is 90 per cent of their 
national income. Even if it is 21 per cent here, 
it is admitted that it is not generated mosly in 
the agricultural sector where approximately 
50 per cent of our national income is 
generated. Even if you assume that, then this 
21 per cenl, Mr. Salve would concede, 
provides rather a high figure of black money 
generation. . .   (Time bell rings). 

THE VICE-CHAIRMAN (SHRI CHI-
MANBHAI MEHTA): Please conclude; you 
have taken almost double the time. 

SHRI NIRMAL CHATTERJEE: But if 
your heart says that I should be stopped at the 
unlucky 13th minute, I will stop. Kindly 
allow me; I shall just conclude. 

Now. Sir, I am trying to show nearly the 
inconsistency in the report. I consider this, to 
be dangerous. It is dangerous because of the 
recommendations that they make, which the 
IMF were continuously making for the last 3 
years to our country. It is incidental even 
perhaps that this report was made at the time 
when the IMF's influences on our country and 
our indebtedness to IMF were at its highest, 
between 1932 and 1985. But, Sir, what are 
the recommendations? Just imagine! One 
recommendation is that you reduce duties and 
taxes when demand for a particular 
commodity is rather high. So long, we have 
been told in all our academic studies that if 
the demand is high, that can  be one  good 
source  for our duties. 
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The concern today is not the collection of 
revenue; the concern is that there may be 
more liberal import of that commodity. It is 
under cover of the ostensible black income 
argument. It will reduce smuggling and 
consequent generation of black income. What 
is dangerous now is, it is certainly true that if 
there are no priorities in the economy, whose 
name is planning, black income does not 
affect you in distorting priorities. You go 
away from all priorities and black income is 
absolutely harmless to both Mr. Salve and to 
myself. So, the recommendation is, give up 
your prforities of even development. May I 
put it this way, Mr. Finance Minister, every-
body, every thing in the country is responsible 
for generation of black income excepting only 
those few people who actually generate it. 
This is the whole logic of the picture. It is the 
public sector expenditure that is guilty, not the 
private sector expenditure; not that public 
sector is guilty because it comes into contact 
with the private sector. May I remind Mr. 
Salve that as long back as in 1939-40. Mr. K. 
T. Shah introduced this argument that you talk 
of corruption in the public sector. I am all for 
nationalisation; if there is no private sector? 
This argument remains as yet unchallenged; 
this argument has not been answered by any 
economist of repute. I say, it is dangerous be-
cause you propose that independent of all 
priorities, independent of Plan targets, in the 
name of controlling black income, which 
basically generates inequality and destroys the 
priorities, in the name of fighting this evil, you 
say, give up all the priorities. That is why, I 
consider this report to be inimical to the 
interests of the economy of the country. Sir, I 
am just concluding by  referring  to  those 
parts. . . 

THE VICE-CHAIRMAN (SHRI CHI-
MANBHAI MEHTA): Mr. Chatterjee, you 
have already taken twenty-two minutes. I will 
be guided by the sense of the House. This is a 
Short Duration Discussion. If you want it for 
two days, I have no objection. 

SHRI NIRMAL CHATTERJEE :  I am 
concluding by referring to that part— the 
question now is where do we go from here, 
what we should do about it—which 

says that whatever has been generated and 
transformed into black wealth, the answer 
would be—this is against the comment of the 
report itself—no further scops should be 
provided to them. They recommended that 
these people should be asked to spend the 
money, spend the wealth, on some social 
service schemes. This has been tried 
elsewhere. This has succeeded elsewhere. But 
this goes against the report of the Committee 
itself which ^ivs that if you go on issuing 
bearer bonds, if you go on giving concessions, 
that ceases to act as a deterrent for generation 
of fresh black money. Yet, the Committee 
recommends it. Again, the question is, where 
do we go from here? One answer, perhaps, is, 
with which the hon. Finance Minister would 
be unable to agree I know because his answer 
is, he takes the stand for a mixed economy 
while I stand for a non-mixed economy, 
imposition of a tax on expenditure. Perhaps, I 
should clarify the point that there is no 
economy in the world which does not have a 
mixed economy, starting from the U.S.A., 
through the U.S.S.R, to China. But that is 
beside the point. I suggest here that the Hist 
thing which should be done is—thi's is done 
in the United States also; you cannot accuse 
me of giving a socialist proposa' impose your 
intelligence and tax on expenditure. Have a 
comprehensive return system of, firstly, 
income, expenditure, wealth; estate duty is, of 
course, dead: a person is dead; the duly is 
dead. Have a comprehensive return, firstly, in 
the sense that you impose an expenditure tax. 
There are problems. There are oomjrilications. 
But if you are serious about the condition of 
the people of the country, if you are serious 
about the economic development and 
priorities, mentioned in the Plan document, 
then, take the trouble of introducing this 
Secondly, have a comprehensive return in 
terms of both direct and indirect taxes: 
integrate the excise duty returns, sales-tax 
returns, direct tax returns and customs returns. 
You are taking us to the Twenty-first Century 
through the computers. 

THE   VICE-CHAIRMAN   (SHRI   CHI-
MANBHAI  MEHTA):    Please  conclude. 

SHRI    NIRMAL    CHATTERJEE :    I 
am  concluding.  Just  two or three  more 



233  fir'l0rt Duration Discus-   [ 14 AUG.  1985 ]   Public Finance & Policy 234 
sion re. National Institute of on 'Aspects of the Black 

points. Instead of, as the hon. Minister has 
proposed, introducing five hundred rupee 
notes, demonetise, What the Finance 
Minisler, in his wisdom—perhaps, to help 'he 
people—is thinking of would, in fact, 
reinforce the holding of black wealth, if he 
introduces tive hundred rupe currency notes. 
Fourthly, the biggest source which is not 
meniioned is the trade sector. 1 knew the 
Finance Minister will object to it in a routine 
manner, but 1 say, attack the wholesale trade, 
nationalise ihe wholesale trade. You should 
try to have much control much more 
canalisation, much more STC operation in 
your external trade. Under-invoicing or over-
invoicing —these things are not mentioned. 
{Interruptions). It is mentioned, but no esti-
mates are made. Then there is the question of 
secrecy of accounts, the amendments thai you 
have introduced. It wil' surprise the House 
thai even the European countiies have 
suggested that the Swiss Bank secrecy should 
be eliminated. The Swiss Bank is the b:-.gesl 
store house of the world's black wealth. Do 
you wan1 to 'bs a junior partner to the Swiss 
Bank? Why don't you modify your laws? 
Why don't you open your account not only in 
the financial institutions but also in the 
industrial units? 

The other point which has been mentioned 
here is about land. There is a provision m the 
Income-tax Act that if the valuation of the land 
is under-stated, that land can be taken over. For 
a year huge* accumulation of receipts were 
there. We know it, we have critised that in the 
PAC. Let you not demonetise in a year and in 
turn apply all your personnel on checking up 
those land transaction receipts. You will come 
to know all about the under-SOLD land 
transactions. If you do not have the courage, do 
not demonetise but employ your total 
administration on scrutinising these receipts. 
You will see how the land values are falling, 
you will see how much black income you are 
able to confiscate. Further I suggest... 

THE VICE-CHAIRMAN (SHRI CHI-
MANBHAI MEHTA): Mr. Nirmal Kumar 
Chatterjee, you are allotted ten minutes but 
you have already taken 29 minutes. 

SHRI   NIRMAL  CHATTERJEE :     Let 
me first coirect you that I am not Nirmal 
Kumar Chatterjee.    Now let me conclude. 

AN HON. MEMBER : Every time he says 
like that. 

SHRI NIRMAL CHATTERJEE: I do not 
say, I begin. I say that I will conclude. 

THE MINISTER OF FINANCE (SHRI 
VISHWANATH PRATAP SINGH): I was 
asking the Chair whether you ate drawing up 
black time of others. 

SHRI NIRMAL CHATTERJEE^ : Weil, 
you are absolutely right. The time that the 
ruling party will consume may be referred to 
as black time. 

We have heard the Finance Minister and I 
entirely agree with the approach in tax laws 
'suggested by him because of the court cases. 
I do not know exactly ha legal term. It is act 
of rues in place of mens rea, something like 
that. (Interruptions). This is one field where 
he knows much more. So, I entirely agree 
with that. 

Finally, with the deterrent part we all 
agree. 

SHRI N. K. P. SALVE : It is actus retini in 
place of mens rea. 

SHRI NIRMAL CHATTERJEE : That is 
correct. 

Now you have provided that all companies 
can legally donate to the political parties. 
Therefore, political parties will no longer 
receive black money. I do not believe this. 
Now what will happen is, they will receive 
Rs. one crore in legal terms and another Rs. 5 
crore-, in black  money  term.  What  will  
they do? 
(Interruptions). 

SHRI N. K. P. SALVE:      That is     in 
Bengal. 

SHRI NIRMAL CHATTERJEE :  Even 
in Bengal that is not possible for me. Even if I 
want I will not get because they know who 
you are. 

In conclusion, I want to say. do not make 
further concessions to the rich. Previously, 
you have said that you are tough on tax rates 
and soft on implementation. Today you want 
to be soft on tax rates 
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and tough on implementation. May I in-Vite 
you to be tough both on rates and on 
implementation? If you do that, all our  
cooperation  for  you. 

Thank you. 

SHRI DEBA PRASAD RAY (West 
Bengal): Mr, Vice-Chairman, Sir, I would like 
to express my profound gratitude for giving 
me the opoprtmvty of participating in this 
discussion on a very sensitive phenomenon 
thai has been the subject of discussion in oar 
country for ages. I would also like to express 
my congratulations to the Finance Minister 
for making necessary efforts to ensure that 
purity is restor red in the economic life. I 
would like to ask my friends to recall that 
with the introduction of the Anti-Defection 
Bill, an effort has been made to purify the 
political life of the country. As you would all 
agree, the purity in political life is fully 
preserved when the purity in economic life is 
also restored. With the valient efforts that he 
has been making, I hope purity would be 
restored in the political as well as economic 
life of our country. 

The concept of black money is required 
to be discussed. The money which is not 
acounted for, the money which is hid 
den, which is not disclosed otherwise is 
called black money. And the conspicuous 
areas where black money plays a very 
major role  are—the  film   industry
 smu
gnug- 

gling, black market and real estate business. 
The film industry is a kind of industry where 
the film is produced in the darkness, the 
payment is made in the darkness, the film is 
screened in the darkness; only the spectators 
are made to pay in white. That is one area 
where black money plays a very important 
role, a very major role. In smuggling, crores 
of rupees are being carried by those who 
indulge in it and that- leads to still higher 
generation of black money in the country. We 
also know that the real estate transactions 
have become a very sensitive area to utilize 
the black money today. But I can tell you that 
there are areas witnessed in our daily life 
where black money has a role to play. As we 
know, if we go for a movie and if the ticket is 
not available  at the 

Ut.(/ltunt(J      1,(1     1/(UIU 
counter, we do not mind    buying    ii    by 
paying extra and thereby we pay in black. 
When we are  in need of a taxi and the 
taxiwalla is not prepared to go, we come to an 
?greement with  him to    pay     him extra aid 
thereby pay in    black.    When DO! prepared to 
take      the trouble of going to the railway 
counter    to    buy reservation,  we  do  not  
mind paying  extra  to  the  TTE  to   get  
reservation  on   the  spot   and  thereby  we   
make payment in  black.    So black  money 
definitely plt-ys a role in daily life,    in    the 
day-to day  activities of our  life also.  And the 
victims of  black money in daily  life are those   
who are called hawkers who are made  to   pay 
extra  money to  the  Inspectors  of  the   
NDMC   to  put   up  shop;  on the roadside   
victims are those who      are small transporters  
who are  made to  pay extra to   i police 
constable to be able to travel  through  the  
areas  where  they  are not otherwise able to  
reach,  and the victims are  those who  are  not  
socially  ac-, the boot-leggers,    who ar» made 
to pay extra money to those who are the 
representatives  of  the  Excise  Department. 
The" ar    the victims. Who also are      the 
victims?    These  small    contractors    who 
have   to  pay  extra   money  to  get  a  bill 
cleared from the office, the suppliers who have 
to pay a cut to get their bills cleared where  
they have supplied the      material. And the 
area where we have seen the role of black  and 
white money    together    is when some 
payment is made of a certain valuable thing.    
The real price is 'Ciu:-thing and the official 
price  is shown -ss something else.    There the 
payment is in black anl  white is  always made    
simul-taneoui 

Again, Sir, the money which is considered 
to be black can also be converted into white 
and white can also be converted into black. 
The black becomes white and the white 
becomes black and at times the currency 
travels through black and white areas and 
ultimately lands up in either of the two places. 
I would like to give one example. If a 
constable takes five rupess from a hawker and 
pays five rupees to a bootlegger to take a 
bottle of   liquor and   if    the   bootlegge-r    
buye 
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a book from a book-stall for the use of his kid, 
then black money becomes ultimately white. So, 
this is the labyrinth of black and and  while and 
black  that is being witnessed in our daily life.    
But 1 would like to say that the factors that arc 
res-ponsiole   for   generating   black   money   in 
our courlry are, as   I    have    mentioned, 
smuggling, black market, corruption, particularly 
corruption at the level of bureaucracy which is 
called bureacratic misconduct, and also tax 
evasion. 

I do not want to make a very statistics-
oriented speech  but I would like to just 
reproduce^ here the observation made from 
time   to   time—the     quantum    of    black 
money that has been generated    in    our 
country and which has ultimately led    to give  
birth  to  the  parallel  economy,  the parallel  
economy which has  affected  the development  
process,  which   has   affected the planned    
economy    and    which    has affected the 
targets of    the    Government from time to 
time.    So, I would like to quote from the 
record the    quantum    of black money as has 
been stated   In 1953-54    it    was Rs. 600 
crores, 1961-62—Rs. 700 crores. 1965-66 — 
Rs.   1,000 crores, 1968-69 — Rs.  1,400 
crores,  1969-70 — Rs.   3,080  crores,   1975-
76—  Rs.   11,870 crores,    1980-81  — Rs.     
23,678    crores, 1983-84   Rs.   36,786   crores.     
So,   if  the volume of the  black money is so 
huge, you can jolly well imagine how heinous a 
role it is playing to curb and jeopardize the 
planned economy of our country.   Attempts 
have also been made earlier      to contain this 
phenomenon,    and    although this has been a 
subject of discussion in recent days, the trend 
of tax evasion was witnessed in our country as 
far back as the 1940's and that is why, first the 
Ayer Committee was appointed in 1936 to re-
view the income tax system.    In 1947 the 
Income Tax Investigation Commission was 
appointed to  investigate    individual cases of 
tax evasion.    In 1953-54 the Taxation Enquiry  
Commission was    appointed    to find out 
which were the factors responsible for tax 
evasion.    In    1956    Nicholas Kaldor was 
invited to    make   a   special 

study of the situation and find out why tax  
evasion  takes  place   in  our  country. 
In 1958 the Direct Taxes Administration 
Enquiry Committee was also appointed to 
find out the reasons for this phenomenon 
(Time-bell tings) Sir, 1 have done a little 
home work.    Kindiy allow me to speak. 

THE VICE-CHAIRMAN (SHRI 
CHIMANBHAI MEHTA): To all Members I 
would once again say and request them that 
this discussion is a very proco-vative and 
interesting discussion but this is a short 
duration discussion and, therefore, please 
limit yourselves. 

SHRI DEBA PRASAD RAY: Sir, my 
humble submission to you is to please allow 
me to make my submission. If you don't 
permit, I can't help. I seldom speak on the 
floor. 

In  1968 the Committee of Departmental 
Officers was constituted to    find    out about 
this problem.    In 1971  the famous . Wanchoo 
Committee   was appointed   and in   1985 this 
National Institute of Public Finance  and  Policy  
submitted its  report. If we go through the       
recommendations made by all these Committees 
and Commissions from time to time you can see 
it.    Sir, I just want to request you kindly to give 
me time to reproduce the recommendations 
made by all these Committees and Commissions 
from time to time which include reduction of tax 
rates, minimization of controls and licences, 
regularization of donations to political parties, 
creating confidence  among  small  tax payers, 
checking undervaluation  of  immovable     
properties, stoppage of ptigree system, denial of 
credit facilities to tax evaders, tightening of vigi-
lance machinery,  arousing      social     con-
science against tax evasion, voluntary closure 
schemes, Special    Bearer    Bond-, etc., etc.    I 
would like to tell that there are reasons for us to 
feel happy because in the current years  budget, 
efforts have been made to accommodate the   
recom- 
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[Shri Deba Prasad Ray] mendations of the 
different    Committees that had been made 
froom time to      time. 1 take this opportunity    
to    congratulate the Finance  Minister who 
has      actually initiated  introduction of    the    
Economic Intelligence Bureau to contain this 
phenomenon, who has taken the    initiative    
in forming Special Courts to avoid litigation in 
the matter of trying the tax      evaders who has 
taken the initiative in undertaking the 
Operation Ketu in unearthing the huge black 
money lying in different parts of the country.   
I would like to tell him that he may be having 
reason to feel demoralised because his effort is 
also being criticised today by the vested 
interests, bis effort is being criticised by some 
big newspapers belonging to big    houses.    
But    I would like to tell him that the 
experience shows  that   this   has  always been  
in the past.    In 1974 November, when the 
smugglers   were   arrested,   19   smugglers  
were apprehended,  and  black  money  was    
recovered, the Gover?*nent    was    criticised. 
The  Government  was  being  criticised  on 
the point that democracy was jeopardised. 
Whose democracy was jeopard teed1'    The 
democracy of Haji Mastan, Sukur Narain 
Bakhia,   Yusuf   Patel   was   jeopardised.   It 
is not the democracy of the landless peasants 
which was jeopardised.   It is not the 
democracy of the sharecropper which was 
jeopardised.    But the democracy was jeo-
pardised then in the eyes of the      vested 
interests.    So, today I would like to tell him 
that he should stick to the commitment that has  
been made  to the  people. When I talk of the 
people, I do not mean that segment of the 
people who are called the traders community.    
When I talk of the people, I do not mean the 
segment of the population    which is    called    
the capitalist   in  our   country.     When  1  
talk of the people, I do not mean that segment 
of our population which  is    called    the 
landlords and big landholders.    When    I talk 
of the people, I mean that section of the people 
who are called the weaker sections, who are 
called the landless peasants, who are called the 
poor people, who are called the industrial 
workers because these 

people are actually forming the constituency 
for your parly. These peopie are providing 
political support to your organisation. So. 
you have got your commitment to that. You 
stick to the policy that you have undertaken, 
you stick to the effort that you have already 
made. 

On this occasion, I would like to make a 
few suggestions before the hon. Finance 
Minister, through you, to take care of certain 
areas while dealing with the evil phenomenon 
in our country. May I also request him to take 
care that demonetisation which really helps to 
contain the black money, can also be taken 
into consideration? May I reuqest him also to 
create a real estates corporation under the 
auspices of the public sector so that the 
transactions of the black money in the real 
estates is contained and taken care of? May 1 
also request him to extend the public 
distribution system in th; villages to contain 
the role of the unscrupulous traders who are 
actually making the poor people suffer and 
generating blaclv money in the villages? May 
I also request him to take care of this factor 
that the morale of our countrymen is also 
enhanced so that we do not knowingly or 
unknowingly get into the phenomenon of 
black money either by way of paying or by 
way of taking it. 

Now, I would like to conclude by saying, 
by mentioning, that this is for the first  time in 
our country that a pragmatic effort is being 
made by our hon. Prime Minister, that a 
pragmatic attempt is being made by our hon. 
Prime Minister to control all the evils either in 
the social life or in the political life or in the 
economic life of our country in a very 
practical way. There is a question today. The 
question being asked by various for»es today 
is which ideology we stick to, which ideology 
we adhere to, which ideology-Mr. Rajiv 
Gandhi propagates. 

I would like to say that yesterday our 
friend from the Communist Party (Marxist), 
while participating in the discussion on the 
textile policy, was saying that the 
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policy was going to give protection to the 
capitalists and monopoly houses. I believe 
that capitalist and monopoly houses took it to 
be the greatest joke of the year because in 
Bengal the monopoly houses and capitalists 
are having the most comfortable situation 
today. The Chief Minister is saying. "We 
cannot make West Bengal a desert. We have 
to live together with the capitalists and 
monopoly houses." Multinational corporations 
are being invk-ed lo put up industries, and 
they are talking of principles, they are talking 
of socialism, they are speaking against 
capitalism on the floor of this House. 1 am not 
saying that Mr. Rajiv Gandhi is not work-id 
striving for establishing socialism. But the 
evils which are standing in ;the way of 
socialism are being eradicated by him. And 
'hat is why I appreciate the pragmatic 
approach that has been undertaken by him. 

I   always  conclude  with  a  poem,  with 
a quotation,  from   Bengali  books.     Now 

also I would ask your permission to con- 
my  speech by quoting a few lines 

from Tagore. 
To describe the role that is being played in the 
field of national politics, I would like to quote 
from Tagores poem in Bengali which means 
that "I am waiting e masses to be conveyed by 
that poet who has really identified himself 
with the poor peasants of the country—whose 
words are always backed by his activities —
who has really developed a deep rapport with 
the grass root level." 
1 have proud privilege to claim that in 
Rajivji we have seen that poet I who has 
been writing poems of life of reality bei«g in 
the national political arena. 

With these  words,  I conclude.    Thank 
you. 

SHRI     SANKAR    PRASAD    MITRA 
(West Bengal): Mr. Vice-Chairman. Sir, we 
are grateful to the Finance Minister for 
creating this opportunity to spe^k a few 
words on the existence of black economy in 
this country. I do not agree with my Marxist 
friends that the Report is an exercise in 
futility.   It is a comprehensive 

Report. It has rightly described black money 
by different names, namely, parallel economy, 
unaccounted economy, underground economy 
and unreported economy. The Wanchoo 
Committee which was presided over by Chief 
Justice Wanchoo of the Supreme Court had 
referred to it as a "cancerous growth in the 
country's economy which if not checked in 
time will surely lead to ruination." This 13 an 
income (we call black income) which is 
illegal; income which evades tax and an 
income which escapes increase in national 
income estimation. The Income-tax Act, 
however, is concerned with the second variety 
of black income, under salaries, business, 
house properties, etc. One of the definitions of 
black income as accepted, more or less, 
universally is that it is an aggregate of 
incomes which is taxable, but not reported to 
the tax authorities. It is well known that any 
falsification of accounts leads to evasion of 
more than one tax. It leads to evasion not only 
of income-tax but also wealth tax, municipal 
tax, sales tax, etc. That making and spending 
of black incomes have become quite pervasive 
in our country, is well known. That is why 
when prices if essential commodities go on 
increasing, the seller in the market has no 
difficulty in clearing his goods. I will give a 
very simple example. We Bengalies are 
known to be fish-eating people. The price of 
fish of almost all varieties are fairly high, 
much beyond the capacity of the middle class. 
But all types of fish are sold every day in the 
Calcutta market and the fish, vendor does not 
suffer. 

Then. Sir. I wish to draw the attention of the 
Honourable Finance Minister to an important 
point, that is, about cases of tax evasion. The 
cases of tax evasion are accumulating in High 
Courts and in the Supreme Court with the 
result that effective checks on black money are 
being seriously hampered. You are aware that 
there is a dichotomy, a rigid dichotomy 
between assessment proceedings and penal-  
ty proceedings due to the decision of the 
Supreme Court in Anwar All's case reported  
in  1976  income  Tax Reports  at  I     page   
696.    Various  amendments to tb.9 
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Income Tax Act  have been made  from time to 
time to shift the' burden on the assessee.    But, 
perhaps, the desired result has no: yet been 
achieved as would appear from  the judgement  
of the     Gujarat High Court in S. P. Bhatia's 
case in 1977 (97 Income Tax Report at page 
440) but the  real   difficulty  the  Finance     
Minister ought to kno>t and 1 speak from my 
pet-sonal experience of disposal of tax cases -
both   income  tax  references  and   applica-
tions under Article 226 of the Constitution the 
real difficulty lies in the negligence of the  
department   to   tackle  these    evasion cases. 
The courts, generally, are    sympathetic to 
Revenue, but affidavits-in-opposi-tion, in cases 
of reopening of assessment, are not carefully 
drawn up.   On numerous occasions,   
countless  occasions,   if   I   may say so,  I had 
to examine the      original files to come to my 
own conclusions    This problem of 
accumulation has to be solved and unless this 
problem of accumulation is effectively solved, 
I think, the question of black money would not 
be effec-tiely   tackled.    That  is   why,   I  am   
suggesting to the Hon'ble the Finance Minister 
to change the procedure, if necessary by  
amending  appropriate provisions      of law.  I  
know that the  proceedings begin with  the 
Income Tax Officer.    From  1he Income Tax 
Officer, it goes to   he Appellate       Assistant    
Commissioner.       From the Appellate    
Assistant      Commissioner, it goes to the    
Appellate    Tribunal. The Appellate  Tribunal     
is  the  final authority    on facts.     But 
thereafter, questions        of      law      are      
referred to High Courts and from High Courts, 
they   go   to   Supreme   Court.     It  is   my 
humble submission to    the    Hon'ble    the 
Finance Minister that he should do away with 
these references to High Courts and Supreme 
Court.    He should try to set up an All India 
Tax  Tribunal, consisting of persons, who are 
fit to be judges of the Supreme   Court   and   
from   the   Appellate Tribunal, these cases 
should go direct to the All India Tax Tribunal 
and the judgement of the Tax Tribunal shall be 
binding for  all  purposes  and  if  necessary,      
the Constitution should be    amended, to    say 

that, unless the Tax Tribunal certifies the case 
to be of substantial importance i.e. a 
substantial question of law has arisen con-
cerning the general public, in other words a  
substantial  question of law of    general 
public  importance, an appeal to the Supreme 
Court shall not lie. The power of the Supreme  
Court  to  grant special leave  lo appeal in 
such cases    should    be    taken away  from   
the  Supreme  Court.    If  this expeditious 
procedure    is    introduced,    I have no doubt 
in my mind that a large amount  of black  
money can  be  detected and can be brought 
within the purview of taxation     I do hope  
that this simplification of procedure that I    
am    suggesting would receive the anxious 
consideration of the    Hon'ble    the      
Finance      Minister. With    these    words,    I 
thank    you,    Sir, for giving me this 
oportunity of addressing you today and taking 
part in very important discussion on the 
existence  of  black  economy     in  our 
country. 

SHRI JAGESH DESAI (Maharash- ' 
tra)(: Mr. Vice-Chairman, Sir, at the 
time of laying this Report on ': Aspects 
of the Black Economy in India", the 
Finanace Minister promised that 
he with throw it open for 
public      discusson. I      am    very 
open for public discussion and I take this 
opportunity to say something on this Report. It is a 
very vast report of 600 pages. In the time allotted to 
me, it will not be possible for me to go into the 
details and all the aspects of this Report. But I 
should say that this Report has brought out, I would 
say, a White Paper— whether one may like the 
facts or not; or it may be only assumptions—on the 
aspects of black money, whether it may be in the 
tax laws, direct tax laws or indirect tax laws or 
excise or in other policies. The magnitude and 
dimensions of this black economy have eroded the 
whole of ' our economy. From legal economic acti-
vities—I am using the word ''legal"— about Rs. 
9,800 crores are gene ated as black money. Here 
smuggling and other illegal activities are not taken 
into account at all. This is from legal activities 
only. Then from the registration of immovabls 
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, ..ling cooperative    housing :s because they    
are    not required  to  be registered,  the amount 
of black money generated is about Rs. 3,664 
crores.    Then in the public sector   it you take  
construction  and  machinery,  even if .sumption 
is 15 per cent, it comes to :0 crores every year.    
Similarly in the private sector also it comes to 
about Rs. 325 crores every year. As regards 
foreign    trade, it    comes   to    R.. 23,000 
whether  by way of export import way of 
channelisation through official    channel.    And 
Rs. 7000 crores    are generated. wiiether ii is by 
way of export-ay    of    illegal    channels, 
which   means  smuggling.    These  are  the 
parameters of this activity.    Here the purpose 
of discussing this Report is to suggest how we 
can fight this    evil.    Sir,    I feel that the time 
has come when we have to  attempt   to     fight    
corruption.     Black money is generated    
through    corruption and   corruption   at  all   
levels.   But   fortunately now we have a Prime 
Minisler who is committed, who has decided, to 
end this corruption.     He   wants   to   see   that  
this black money, which is eating away our 
society, is ended.   This is a very good sign.    
We have a Finance Minister known for his 
integrity and honesty    and    known for     his    
integrity    and     honesty       and known for    
his dynamism.    He can fight corruption with 
the" help of all of us. Let   us  give     him     
suggestions;     Let     us give our views to him so 
that he can end    this    menace    of black 
money. 

SHRI JASWANT SINGH   (Rajasthan) :  
STTT *f)P q-f' ^ffsfT ? 

SHRI .TAGESH DESAI :$ ^ a^r g That is why 
1 am coming to the subject I  feel  very  
strongly  that  a  fear  complex has to be 
generated among all tho^e who are  helping   to   
evade  or   evading  taxes, whether it is excise or 
customs or income-tax. There is no fear.  How 
many      pro-cutions have  been launched by the 
Income Tax Department?    I was surprised to 
go through the figures. In 1982-83 out of a total 
assessment of 44,36,114 cases, scrutiny 
assessment was done in 11,36,870 

cases. In how many of these scrutiny 
assessments penalties were levied' Only 
in 31.184 cases out of 11,36,870. Only 
2.74 per cent. Only in 2.74 per cent 
of the scrutiny assessments penalties 
were levied. And what is the 
quantum of the concealed in 
come in these 11,36,870 scrutiny assess 
ments? Only Rs. 16.94 crores which 
comes on an average to Rs. T50 per 
assessment. This much amount you 
would have S°t even in the normal 
assessment because you will be 
making      a disallowance        here 

and there on account of conveyance or other 
miscellaneous things; if the in-returned is, 
say, Rs. 30,000, you will any case add a 
thousand or two. Therefore, my point is if in 
the scrutiny cases you could get at the rate of 
Rs. 150 per assessment, how much more, 
how many times more, would you hav; got 
otherwise if there had been an efficient and 
honest machinery, if the 'machinery had been 
light. 

As regards prosecutions, in 1980-81 only 200 
prosecutions were launched; in 1981-82 only 
390 prosecutions were launched. Out of 44-
odd lakh cases, the lumber of prosecutions 
launched is a paltry 390. In 1982-83 there 
were 748 cases. What was the reason? In 1980 
81 only were convicted in 1981-82 29 were 
convicted and in 1982-83 23. How many were 
released? —released as not to be convicted? 
While 23 were convicted. 183 were let off; 29 
were convicted and 31 released; in 1982-83 23 
convicted and 66 released. What type 0: cases 
are put before the courts that only very few 
cases end in conviction and most of the cases 
are let off? 

Then, I am very unhappy to note that in 
1981-82 there were 4166 searches. In 1982-83 
there were 7860 searches and the number of 
assessees involved was 2261. In 1982-83 
there were 413 5 cases of searches and seiz-
ures. And n0 concealed wearrnwas found in 
1466 cases. That means. of all the raids and 
seizures, in 65 per cent of them there was no 
concealment in 1981-82; in 1982-83 in 60 per 
cent 
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of  the   cases  there   was   no  concealment.   
What does this mean?    Either there   is   
something   wrong   or   there       is .o.Jusion   
between   -..he   industry   and the   department   
or   these   are   made   only for the purpose 
statistics that      they have  conducted  so      
many   searches and seizures or for some 
business or for getting something from the 
asses-sees.    How else can one explain this 
phenomenon?    And ''hen,  what  were the  
penalties    levied?    In  all    these searches  
and  seizures  penalties were levied    only in    
134    cases.    I think wherever concealment 
has been seen in  the    searches  and    seizures,  
there should have been penalties levied in those 
cases.    I am sorry to say    that out  of  about 
8000  cases  only in  134 cases  penalties     
were  levied  and  in 1982-83 it was worse 
penalties     were levied only  in    120  cases  in  
1982-83. lotal quantum of penalties    was 1.73 
in 1981-82.    And, Sir, in 1981-82, it was only 
3.45 per cent. That means tensity  was  levied  
only  in  3.45 per cent of cases in 1981-82 and 
only in  eight per cent  of cases in 1982-83. 
This is how this Department is working.    Only 
if a fear complex is there and only when the 
people think that they will be caught for 
concealment of income and punishment would    
be awarded   after  prosecution,  they will 
behave.     Only when you  launch  prosecution 
against certain big persons, they will behave  
and  only  then  you   will  see that the results 
are there.      But if      you do it in 'this manner, 
I do not think you  will  be  able   to   round   
up people  and  meet  the situation. 

Now. as regard the Office of the orient 
Commissioner, I would like to say one thing, 
what is this Settlement Commissioner doing? 
After the raids and seizures take place fter my 
house is raided and .after my property is 
seized, I have to go to him. I go before the 
Settlement Commissioner and then no penalty 
is levied on me. After you are caught you go 
to -the Settlement Commissioner, you plead 
your case and you divide  your  incomes    
between some 

economy in inaia years and no penalty is 
levied on you. So. I would say that the Office 
of the Settlement Commissioner should be 1 
olished. Let the work be done by the 
Department. If honest people are not in the 
Department, have honest people. But, if you 
want to have the Settlement Commissioner, 
then you must see that only those cases where 
raids and seizures have not been conducted are 
given to him and not those cases where raids 
and seizures have been conducted. Sir, I will 
not take much time because I  know  that  the  
time  is  very much less.    But I wc.uld now 
like to my    own  views  regarding    theions 
made in this Reort. 

As far as demonetisation is concerned, I think 
it will not do any good e we have seen that in 
1948, out of about 150 crores of rupees., only 
nine crores were detected. The yame thing 
happened in 1956. Then. with regard to the 
Voluntary Disclosure \ me,  the results  are not 
good. 

another suggestion. They can 
invest their money for certain good "purposes 
like housing, etc. and they tan invest in 
debentures. The Government will be floating 
debentures and the Government would 
contribute 

a hundred crores and the subscribers to the 
debentures will not be l as to where they got 
this money from. The period of the debentures 
may be seven to ten years and the rate of 
interest will be 8 per cent. This only means 
that you are encouraging again generation of 
black money. The purpose may be good. But 
if you want that they should not pay any tax 
on that and, in addition, you will be paying 8 
per cent interest. on debentures, then Sir, I do 
not think that this sort of a scheme should be 
accepted by the    Department be- 

this will go completely against the 
whole nation and this will again generate 
black money and will again, encourage Mack 
money  generation. 

Then, Sir, the second scheme is relating to 
the black money assets like 
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shares, debentures, fixed deposits, real estate, 
etc. They have suggested something as to how 
much they have to pay in the year in which 
they declare these assets.    Suppose I declare 

fixed deposits to the tune of 20 of  
rupees  and  the interest  on 

will he Rs. 2,40,000 at the rate of i cent. It 
means that I have only Rs. 1.20,000 by way 
of Income-Tax and I am sure that out of about 
twenty lakhs of rupees, I have to  give  only  
Rs.   1,20,000.     It  means 

than what should be paid and -the rate 
of taxation will not be more than 8 per cent. 
Now. if you want to give l>;s sort of facilities 
to those who have cheated the Government, 
to those who have cheated the people, I do 
not think that anybody will have any 
confidence in the Government machinery or 
in the Government itself. And that is why I 
think that the suggestion that has been given 
is not worth considering, and I think it will do 
more harm than any kind of advantage. 

As regards corruption in the Income-tax 
Department, even refunds are given after cuts. 
If there salaried employee and he has paid 
more tax, and if he has to take a refund, even 
at that time also a 10 per cent cut is made by 
the Department Inspectors and others. We 
have to see that ends. How? It is very simple. 
When an assessment order has been passed, 
along with the order, if it has resulted in 
refund, refund order should be attached with 
the order. If refund order is not attached, that 
order itself should be considered as not valid. 
(Time hell rings) 
rings) 

So many suggestions are there. I will give 
in writing to the Finance Minister. If the time 
allotted is over, I will  give in writing.    • 

With these words, again I emphasize that 
this Report is very important. I would like 
that the Department should scrutinize the 
report So far as penalties are concerned, the 
onus has to be on the assessee.   Now 

Economy in India' it js on the 
Department. It should be on the assessee. He 
has concealed the income. He has to prove 
that he has not concealed anything. At present 
the onus is on the Department. As such most 
of the orders are cancelled and Government 
loses that income. And secondly, they again 
are  emboldened to go on amassing black 
money. 

With these words (, would again like the 
Minister to look int0 the whole aspects 
personally, as also the suggestions given, and 
a committee should be appointed which*"" 
should go into it and give their recommen-
dations, and with these recommendations yon 
must plug all the loopholes and gear up this 
machinery. 

With these words, I thank you for giving 
me  this opportunity. 
{Tlie Vice-Chairman Dr. Shrimati Sarojini 
Muhishi. in the Chair] 

SHRI JASWANT    SINGH:      Madam 
Vice-Chairman, this is a very important 
discussion which we are having. My difficulty 
is to say what I have to say in six minutes 
which is the time that I have at my disposal. I 
have to admit to two more difficulties, The 
time that was available to me from the receipt 
of this report a courtesy for which I am 
grateful to the hon. Minister of Finance was 
not through was not sufficient, for me to go 
through the entire report, and therefore I am 
not going to be able to comment knowingly on 
the entire report. That 1 do not think is a very 
important aspect because it does not need any 
report to establish the presence in India of 
unaccounted, black, or whatever phraseology 
you choose, money. It is like maternity an 
established fact, unlike paternity, not 
questionable or open to discussion. I he other 
difficulty that [ am faced with, and I must 
agree with my friend from the treasury 
benches who spoke earlier is that the presence 
of this money is a fact of life. It is a part of the 
existence of all of us. [ have handled what is 
called blackmoney. and I would be extremely 
surprised if amongst the hon. Members that 
now sit in this House or in the other House 
some could say. "I have never touched a single 
rupee of unaccounted money'. That 
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IShri Jaswant Singh] being the situaiion in 
which we are discussing this materr, the 
single most important aspect, to my mind, of 
the presence of black, unaccounted or 
whatever money you like to call it, is firstly 
its social acceptability. This manifestation in 
the Indian economic field is now socially so 
acceptable that it is treated as the norm and 
there is. in fact, no moral, ethical or any other 
kind of stricture imposed by society upon its 
manifestation so as to restrict its growth and 
to prevent i; from making deeper inroads into 
our society. I make this point and 1 appeal to 
the hon. Finance Minister to reflect upon it 
because governance  is  essentially  by 
consent. 

A number of speakers on the "1 r< Benches 
have spoken of the efficacy of the element of 
fear. I would like to caution them on over-
exercising this aspect of the efficacy of fear. 
Government or governance is essentially 
dependent on consen' and that consent has to 
be integrated to social fabric to enable 
governments to reform, to move forward or to 
be able 10 impose the strength of their ideas 
on society. Therefore, when we talk about the 
prevalence of this evil and the prevalence of 
tin's difficulty within our society, we must 
recognise that the Government is a part of that 
acceptance and the Government itself has also 
accepted the existence of this malady in the 
Indian economic scene. Since the Government 
has accepted it. it has contributed to its overall 
social acceptance. Therefore, in order to strike 
at the root of the prevalence of unaccounted 
money, we have to move towards removing 
this acceptability and making it socially 
unacceptable. To make it socially 
unacceptable, it is the Government which has 
to set an example. It is the question of the 
Government not only actually doing it. but to 
be positively, palpably seeming to be doing it. 

SHRI KALPNATH RAI: In a mixed 
economy. 

SHRI JASWANT SINGH: In a mixed 
economy, without any doubt. I am not going 
into this aspect. There has been a discussion 
on it already. It would spill over 

into the discussion of the economic philo-
sophy of the Government and tax reforms. 
Rather than boring the hon. Finance Minisler 
about things which he must have heard 
endlessly from other Member have tried to 
say things which others have not said. Since 
the Government itself has accepted it, a larger 
social acceptability has been given to this 
malady. Because of this acceptability, the 
importance of Government's eyample 
becomes more important because only in 
India  we have an aphorism "Yatha Raja. 
Tatha Praja". 1 will not elaborate on this point 
because the time available to me is extremely 
limited. 

The very first suggestion of this kind, of 
setting  an   example,   really  begins      with 
electoral   reforms.   !   hold   that   the   single 
greatest contributor to the pervasion of a 
corrupt atmosphere, not just to the incidence of 
corruption, but to the pervasion of corrupt 
atmosphere is an ineffective, slanted and   non-
representative   electoral     system. Therefore,  
unless  the  Government   moves purposefully 
towards its own commitment to a  reform  of 
electoral  system, we  will not be going 
towards a reduction of the social acceptability 
of unaccounted money. We in governance—by 
governance I do not make  a separation  
between  the  Treasury Benches or those of us 
who sit on your left, Madam—cannot take a 
moral attitude or an attitude or posture of 
moral attitudinising against unaccounted 
money because we are the product of it. We 
are the product of it because the electoral 
system is so   shaped,   is   today   so   
functioning   that none of us can reach where 
we have reached if our hands are not tainted by 
that unaccounted, black or whatever the word 
for that money you like to say. The beginning 
has to be electoral reform. If we sit   here   in   
this  House  or  in   the  other House and we 
say that it is a social evil and we adopt moral 
attitudes we may adopt those attitudes but our 
attitudes would be hollow, would be 
unconvincing because they  would be lacking 
in moral justification, we would be lacking in 
essential moral strength of government, State 
or what we try and represent. The first 
suggestion, therefore, Madam, I have to make 
is this. It is not outside the ambit of the Leader 
of the House. He is a senior member of the 
Cabinet. His Cabinet has committed itself 
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to electoral reforms. And I do suggest with all 
seriousness that this is one of the single 
greatest acts of self-abnegation thai we as 
holders of public office, high pubiic office—
not, perhaps, the office in the sense in which 
the hon. Finance Minister holds it, but an 
office of trust or confidence of electoral 
office—could demonstrate. This would be the 
single greatest step that we opt to reform or to 
reduce social acceptabili ty , we are going to 
strike at the root of it. and one of the roots of 
it is the electoral reforms. 

1 will proceed further. My second recom-
mendation to the hon. Finance Minister would 
be that, I think, three things have to be done. 
And some of this has alread\ been repeated. 
So I shall not labour over it too long. It is 
about control over public expenditure, 
controls as such, and corruption. About 
controls as such, a lot of Members have 
already spoken and 1 shall not labour over the 
point. About control over public expenditure, 
Madam, I submit that high public expenditure. 
inefficient systems of management and the 
ali-pervas-ive climate that we line in result in 
the creation of firstly corruption, and as the 
lubricant of corruption, the requirement for 
unaccounted money, whether it is octroi or it 
is the CPWD or the MES. .. (time bell rings) I 
have taken note of it .IN Rajasthan, for 
corruption we have a phrase and it is a 
currently used phrase Now, people do not 
even say— The phrase  is  'suvidhi sulk.' 

But let me leave the ispect of corruption by 
suggesting that the social acceptability has 
become such that now we have a phrase for it in 
Rajasthan. We call il 'suvidha sulk' 

 
I would suggest that the Minister con-sider 

this aspect. I think, I have to mention my next 
point which is reform of in-direct taxes. I 
have had an occasion to mention this earlier to 
the hon. Minister that we welcome some of 
the steps that have been taken since he 
presented his Budget. I find justone fault with 
it. which is a conceptual fault. And that 
conceptual fault, I had an occasion to mention 
earlier. Instead of going for the reform of 
direct taxes, liberalisation, and keeping 
indirect taxes aside, had he reversed the 
process, had he reformed indirect taxes first, 
then on to direct taxes and then liberalisation, 
perhaps, the criticism that he is facing with 
new or some of the patent difficulties that he 
is confronted with now, he would not have 
fated. 

!i,   is not the occasion for me to for an 
elaboration of all this. 

Madam, under direct taxes a lot of 
Members have spoken. I wish to make two 
points. I do not subscribe to the efficacy of 
fear which is a point that I have had the 
occasion to mention earlier. I do not rule it 
out. In India, as you know, the requirement of 
governance, is araz iqbal and izzat. Now, in 
governance a government's action must have 
iqbal 
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MATI) SAROJINI MAHISHI]: I request the 
hon. Member to conclude now.
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SHRI JASWANT SINGH: I will conclude 

in a minute. Therefore, please make a 
dislinction between fear and iqbal. If the 
citizen loses his right of izzat, if the citizen is 
unable to approach the Government for araz, 
araz is not the same as a petition. We have 
become, because of the British, perhaps a 
nation of araz navees or petition-writers. But 
do not reduce the aspect of fear in to such 
narrow channels. Please look at the honest 
tax-payers and how he is harassed because of 
the over-subscription lo petty bureacratic 
fear-makine 

The second point is about the capital gains. 
The sale of real estate is contributory towards 
the generation of unaccounted money. Capital 
gains, the hon. Minister, left untouched. I 
sometimes wonder at it. 

Next about smuggling. A number of Members 
have spoken on it. I do not wish labouron it. I 
just want to make one suggestion. Do not 
treat every Indian, as the customs officials do, 
as a criminal. Do not bring a petty magesterial 
attitude to try and capture one extra bottle of 
whisky which a citizen may be attemping to 
bring in. Think in terms of the gold or bullion 
that is being smuggled, and, now increasingly 
narcotios. (Time bell rings) 

I have to couclude Madam. I have to defer 
to your requirements. My suggestions cannot 
be exhaustive, that is patent. I would 
compliment the hon. Finance Minister for 
jiving us this opportunity, even if the time is 
limited. .. 

THE VICE-CHAIRMAN [DR. (SHRI-
MATI) SAROJINI MAHISHI] : You will 
have many more opportunities to speak. 

SHRI JASWANT SINGH:  But not on 
this subject. 

Finally, Madam, I would like to say that a 
ireatment of this aspect of unaccounted black 
money cannot be in. isolation. It is not a 
compartmental concern. I would appeal to the 
hon. Finance Minister to treat it as a holistic 
concern. It is an overall concern which is a 
pari of the entire national cthoes and if you 
wish to remove this particular aspect of 
national life, which is now 

malignant, which has turned ill, you have to 
treat the whole. Thank you very much. 

J HE VICE-CHAIRMAN [DR. (SHRI-
MATI) SAROJINI MAHISHI]: Shri N. K. 
Bhatt—Absent. Yes, Shri Indradeep Sinha. 

SHRI INDRADEEP SINHA (Bihar): 
Madam Vice-Chairman, I am sorry I have 
been called upon to speak on a report of six 
hundred pages in six minutes time and thai is 
something which I am not capable of. So, I 
will refer only to some broad points. Th s 
Report is not the proverbial mouse dug out of 
a mountain. After diguing a mountain what 
has been produced is a vicious object, not an 
innocent creature like a mouse, but a very 
vicious crea-itire. because it advocates a 
philosophy which will lead the country 
backwards. Now before coming to that 
philosophy I will just mention some of the 
limitations of this study. As Confessed by the 
authors, Dr. Rajachellaiah himself admits that 
the estimates of black income are not 
scientific and the criteria adopted for 
estimating black income, are not rigorous. 
5-00 p. M. 

The estimates are just guesses. And Dr. 
Chellaia himself admits that because of wide 
differences in the estimates, this committee 
has adopted the approach of having a 
minimum eslimate. So, the estimate that has 
been given in this report should be taken as 
being on the lower side, rather on the lowest 
side.. This estimate of black income at 20 to 
21 per cent of the Gross Domestic Product is 
on the lower side; real black income is 
probably much. This is what the authors of 
the report themselves admit. 

Secondly, I would like to mention that the 
authors of the report have exceeded their 
terms of reference and made certain policy 
recommendations which they were not called 
upon to make. The hon. Finance Minister may 
kindly look at the terms of reference at page 1 
of the report. 

THE VICE-CHAIRMAN [DR. (SHRI-
MATI) SAROJINI MAHISHI] : Time 
allotted to the hon. Member is only five 
minutes. 



 

SHRI INDRADEEP SINHA : So another 
minute it cut. Let me proceed as much as J 
can. 

Now, none ,of the six clause-, in the terms of 
reference includes any recommendation about 
the policy to be pursued. The Government did 
not refer that' matter to the Commission and 
yet they have come out with a package of 
recommendations. What is the philosophy of 
the package? The philosophy of the package 
is the same as the philosophy of its diagnosis. 
Why is there the black money? It is there 
because thete is taxation, because there are 
con-trols, because there is a plan, because 
there is a public expenditure. The remedy is 
you abolish the plan the taxes and the controls 
and Hack money will vanish. That is to say; 
You abolish the colour white, than the black 
becomes white. Such is the philosophy of this 
report. What is the remedy prescrided? The 
remedy prescribed is to reduce taxes. My-
friend, Jaswant Singh has advised the Finance 
Minister how he should have proceeded while 
reducing taxes. That would not have made any 
difference. If you reduce taxes, naturally you 
erode still further the income of the 
Government and the resource for the plan. I 
have no time to go into details, but the tact 
remains that our Government is already 
running on borrowed capital. The current 
revenues are not adequate to finance the 
current expenditure. So, we are mortgaging 
the future for running current administration. 
And these wise men now I : you cut down the 
taxes still further, on a supposition, on the 
basis of a hypothesis, which has not been 
proved anywhere in the world that lower taxes 
will lead to better tax compliance. 

has not happened in any country; that 
has not happened in India; it is not going to 
happen in future. So, if the taxes ace ail, State 
income is reduced; naturally, public 
expenditure is also reduced and the plan is 
also curtailed. There is, therefore, a perfect 
free market economy, a free market economy 
of the 17th and 18th century, even though the 
condtions which led Ihe economists of those 
days to advance such slogans have ceased to- 
exist. 
901  RS—9 

We are nearing the end of the Twentieth 
Century. But even now, there are peo-| pie who, 
instead of looking forward, arc looking 
backwards, going back m Adam Smith and other 
people of his time and they want to drag the 
country back to a philosphy of a free market 
economy. 

What will happen in a free market 
economy? No Plan or a small Plan few taxes; 
no price control, therefore, there is 
no.question of profiteering; every price. is a 
legal price: every income is a legal income. 
This will aggravate the social inequality 
which is already quite big in our country. This 
will aggravate social tensions. This will not 
lead to the solution of any problem. Some 
time back the Prime Minister talked of taking 
the country to the Twenty-first Century. Out 
of seven hundred million people, ten, twenty 
or forty mil lion will be able to cross into the 
Twenty-first Century. The remainder will, 
perhaps, be pushed back to the Nineteenth 
Century, But People will not tolerate is. 

Therefore, what can be done? Now, I have 
certain suggestions which the hon Finance 
Minister may not immediately accept, but 
over which the Government should deeply 
ponder. Now, this black economy is really a 
global phenomenon of the capitalist system. 
My friend, Mr. Nirmal Chatterjee, pointed out 
that there is more black income in the U.S.A. 
than what has been established in this report 
for India. There is black income in other 
capitalist countries as well. 

THE VICE-CHAIRMAN [DR. (SHRI 
MAT!) SAROJINI MAHISHIj : Shall I 
request the hon. Member to conclude now? 

SHRI    INDRADEEP    SINHA     I will 
take just one minute. I will not ask the 
Finance Minister to abolish the capitalist 
system. It is not possible for him to do. But I 
would suggest a very small thin?. When 
Income-tax raids take place and concealed 
incomes are seized, take over that income as a 
contraband. Why impose a tax and hand over 
the rest to the same person to again indulge in 
black operations? Second, nationalise all the 
big monopoly houses,  industries  and 
business run      by 

257   Short Duration Discus-   [14 AUG.  1985 J   Public Finance & Policy 258 
sion re. National Institute of on 'Aspects of the Black 

Economn in India' 



259  Short Duration Discus- [ RAJYA SABHA ] Public Finance & Policy    260 
sion re. National Institute of on 'Aspects of the Black 

 
Economy in India' 

 

 
SHRI INDRADEEP SINHA: 

monopoly concerns, whether they arc national or 
multi-national. Third, implement radical land 
reforms to remove one source of generation of 
black money; the source of rural rich, into which 
the report, unfortunately, has not gone; take over 
the wholesale trade in foodgrains and all other es-
sential commodities to eliminate another source of 
generation of black money and, finally, 
democratise the administration, put your officers 
under popular democratic supervision, so that there 
is democratic control ever the administration. Our 
speaking in Parliament is not enough. It is largely 
ceremonial. Our democracy is largely ceremonial. 
Let us have some real democracy. Let there be 
popular supervision and popular vigilance. If these 
measures are adopted, then, black money—I would 
not say it will be eradicated completely under 
capitalism— will be vastly reduced, and the health 
of the economy will definitely improve. If these 
measures are not adopted and the prescriptions 
which arc put forward in this report are going to be 
adopted by the Government, then, I would only say 
that our country will be in for bad days, thank you. 

 



261   Short Duration Discus-   [14 AUG.  1985 j   Public Finance & Policy 262 
sion re. National Institute of on 'Aspects of the Black 

Economy in India' 

 

 



263     Short Duration Discus- [RAJYA SABHA] Public Finance & Policy;  ^64 
- re. National Institute of on 'Aspects °f the Black 

Economy in India' 

 

"This malady, I am afraid, during the last decade, 
has assumed alarming proportions. The huge 
expenditures incurred 
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by candidates and political parlies hav© no 
relationship to the ceiling prescribed under 
the law. The candidates and their political 
parties look to big money bags for their 
funds to contest elections, there by adopting 
a formula which establishes the chances of 
winning in direct proportion to the money 
spent. That in course of time this triggers 
chain reaction leading to corruption at 
various decisionmaking levels, does not 
seem to bother them. Similar views are 
expressed by Union Cabinet Minister Sathe 
in his recent book." 

 
"Corruption is rampant in every sector of our 
society. A large number of politicians and 
ministers are corrupt, corrupt the public 
services, it has affected the middle ranks as 
well and is now ineff-ecting the apex of our 
administrative structure the All-India 
Services.' "Nor does Nehru believe that this 
was always the case but rather that we have 
'dege-i, in one single generation, from being 
an honest society into 1 one. ." 

THE VICE-CHAIRMAN [DR. (SHRI-
MATI) SAROIINl MAHISHI]: Mr. Adi-
narayana Reddy. Not present. Mr. Rame-
shwar Thakur. 

SHRI RAMESHVVAR THAKUR (Bihar): 
Madam Vice-Chairman, I congratulate the 
Finance Minister for   initiating 
certain hold measures right from the Budget 
for the year 1985-86, for a long-term fiscal 
policy about which a debate is going on at the 
national level and an o(pen and 



[Shri Rameshwar Thakur]  
free-discussion on the black money, thai is, the 
parallel economy, in the country. 

; .'gin of the black money, as we .a 
aware, is said to be during the Second World 
War when we had shortages of certain 
essential commodities, and, therefore, 
rationing was introduced and certain quotes 
and controls were introduced. It was con-
sidered to be a short-term measure, but 
experience has shown that after the inde-
pendence when we started the Five Year Plan 
and a very heavy amount of money had been 
spent and is being spent during different Plans 
for infrastructure, for agricultural 
development, for industrial development, with 
growth and development of the economy, this 
disease has crept into the system. Various 
committees have given their figures regarding 
black money which have been narrated. I 
would not like to take much time. The latest' 
committee, the report of which we are 
discussing today, estimated this amount to be 
of the order of Rs. 36,786 crores in 1983-84. 
That is between 18 per cent to 21 per cent, of 
the gross domestic product of the country. 
There are others like Guptas who have 
estimated it to be of the order of Rs. 46,867 
crores in 1978-79 as against 3034 crore in 67-
68. Nobody has given the exact figure. Even 
the experts on this committee have. said, "It is 
at best an estimate based on numerous 
assemptions and approximations, and the 
amount may be more or less. It is extremely 
difficult to really fix the actual quantum of the 
black money." 

The causes of the black money, as have 
been narrated by the committee and as we 

.awere.   are  manifold.   But  the  major 
is tax-evasion as it has been going on 

not only in the direct taxes alone but in the 
entire range of    taxes, the indirest taxes. 

sales-tax at the    State level and the 
various other    taxes that v\e have at the 

and the Central levels. And this also 
is not in the form of cash, but a substantial 

portion of the black    money today is in 
'black wealth', as it is called, in assets, in 

undisclosed  assets, gold, ornaments, stocks 
and other forms. The moral values in the 

society have gone down and the stigma that 
was atta bed to the blackmoney is not as 

effective   6 it should be. I think inflation is 

one of the reasons which is helping gene-
ration of black money. 

There are inbuilt deterrent factors. We are 
already aware that our Government has taken 
various measures during the last three decades 
to fight this black ecouomy. The first step that 
the Government initiated was direct taxes. I 
think if we take deterrent action against the 
offenders, possible we can reduce generation 
of black money. 

The Government has appointed various 
committeesjeommissions    eight    from    the 
Taxes Enquiry Committee in 1953, Prof. N.  
Kalder's proposal of  1956. the Direct 
Taxes Enquiry Administration Committee in 
1958 Administrative. Reforms Commission in 
1969 and Direct Taxes Enquiry Committee in 
1971. These were the comit-(ees which were 
directly concerned with this black money. In 
fact, they have given many important 
suggestions. Now, I would like to say how far 
they have been effective. This is important. It 
was said that the tax rates should be sealed 
down because they were higher. Gradually 
tax rates have been reduced, from time to 
time and our Honourable Finance Minister 
has taken very bold and realistic step in 
advance in the budget of 1985. The 
suggestions of this Committee so far tax 
reduction is concerned have been 
implemented. So far its the present tax rates 
are concerned they are reasonable and rational 
tax rales have been applied. The 
recommendations of this Committee relating 
the abolition of estate duty   has  been  
implemented. 

As regards demonetisation, in 1946 we got 
Rs. 143.97 crores only out of the total notes of 
Rs. 1,235.93 crores in circulation. On January 
16, 1978 we had high denominations notes of 
Rs. 1000i5000| 10,000 aggregated to Rs. 
145.52 crores, out of which R.B.I, got Rs. 125 
crores, 56 per cent of which amounting to Rs. 
70 crores were tendered by the banks and the 
Government treasuries. 

Many hon.  Members    mentioned about 
the Voluntary Disclosure Scheme. If we see 

the previous experience in    1951, it   was 
launched with the proposition    that there 
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v, ill be no penalty. On this account Rs. 71 
crores was disclosed wherein we collected 

Rs. 11 crores towards taxes. In 1965 we got 
Rs. 308 crores. Again that was modi-lied 
further and we got Rs. 146 crores wherein we 
collected Rs. 68 crores towards taxes. Again 
in 1968 we had Voluntary Disclosure Scheme, 
we got Rs. 519 crores anil the tax collected 
was Rs. 131 crores. la 1975 we got Rs. 1578 
crores and the tax; collected was Rs. 241 
crores towards income-tax and Rs. 7.7 crores 
towards wealth tax. In 1981 we had Special 
Bear-c. Bonds Scheme wherein we have 
collect-ed nearly Rs. 875 crores. When we are 
talking about Rs. 36,000 crores or more the 
total realisation out of these measures h3ve 
not been adequate. These are not the only 
measures which can serve the purpose. But, 
we have to take very deterrent measu-res, We 
say that legal provisions are there, but they are 
weak. This is a fact. There are loopholes in the 
Act. I agree Acts are very comprehensive, but 
when we try to implement them we 
experience difficulties. For instance, when we 
come to the question of prosecution, in many 
matters the rise goes to the court and the court 
grant stay orders and therefore, there is need 
to streamline further the taxation, laws and 
simplify the procedure. Secondly, about the 
survey. This is very important. I think, (lis 
number of tax assessecs in our country is very 
small. It is not a question of only the persons 
who paying tax and evading tax, larger 
proportion of the population today are well-
off. They should be survey within the tax net. 
They are not there. I' requires door to door 
survey as has been suggested by the 
Committee as also by the earlier Committees. 
The survey machine:; has to be strengthened 
and it requires ad-! staff and additional 
facilities machinery that should be 
strengthened. Without that, it is not possible. 
Our coverage will be sufficient for a large 
number of people. Those who arc out of the 
net, they arc evading much more tax than 
those people who are within the net. 
Therefore, i; is essential that we should 
intensify' sun • 

Now,     Sir, about the acquisition      of' 
property.  Acquisition of property,  as we are 
aware is one of the    sources  •. black money 
is generated in a large measure and in the 
past, the machinery    ha« not been effective 
though we have the legal provision to acquire 
a property where we have doubtful 
transactions noticed by the department. It 
takes a long time and    as per the figures 
given by Mr. Desai, it has not been possible 
to make it an effective instrument. Therefore, 
it is essential, now, that this machinery of 
acquisition of property should  be  more     
effective so  that |     black money in this 
sector is reduced. 

Next is about the search and seizure 
operation. Now, we must pay compliments to 
the Hon'ble Finance Minister for taking 
effective steps in this direction but taking into 
consideraton the size of the country and also 
the size of the problem, the various sections 
that are involved, it may have to be further 
strengthened. But more important is not the 
indiscriminate search, and seizure. Important 
is selective one to make it really effective and 
deterrent. That is important and I am sure, the 
Hon'ble Finance Minister will take necessary 
steps in the direction that wherever searches 
and seizures are made, eflective arrangements 
are made quick disposal is made and Hi 
amount is realised quickly. In the past, our 
experience has been that if there is any search 
or seizure though a publicity is made, but then 
for years together, we are able to dispose of 
the cases and people have to suffer. 

Next point is about corruption in the department. 
Now, whatever may be the reasons, We are aware 

that the image of the department is not clean. It 
collects all the mony but nevertheless, the   image 
of the department, particularly at the lower levels, 

as the Committee has suggested needs a lot of 
improvement. And I think, it is essential that we 
cannot have one sided approach, i.e. we should 

give different type of punishment to the tax 
evaders but those who are collecting    the tax, if 

there arc black sheep, even in a small number, 
they should also be brought to book and severe 
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But honest ;and intelligent officers, who are 
doing commendable work and who are 
performing their duties honestly, they should 
be    rewarded properly and should be given 
incentives so that they perform their duties in 
a much better way. Then about the penalty. 
We are having the penalties but the penalties 
arc not effective. Therefore we should levy 
the penalty under the Act, wherever leviable, 
in a more strict way and try to raise      the 
amount.  Prosecution is also     a  question 
where, as you know, the legal and other 
problems; have      to be examined   prose-
cution  is launched,   it  should   be carried out 
effectively and implemented so that it has its 
real deterrent effect. And conviction is equaly 
important.  Even a few cases   of conviction 
will certainly have a very salti-tary effect on 
the entire community    because it is a real 
social stigma. I am sure the  hon.  Finance  
Minister  is  very  keen and concerned about 
it. So wherever a conviction is called for on 
merit, conviction should be there and no 
relaxation should be made to anybody. 

My friend here has reminded me about 
publicity. A good deal of publicity is required 
about the working of the Department, its 
achievements and so on. Also due publicity 
should be given in the press about people who 
are indulging in generation of black money, 
so that it will have a social effect on them. 

THE VICE-CHAIRMAN [DR. (SHRI-
MATI) SAROIINI MAHISHI] I would 
request the hon. Member to conclude now. 

SHRI RAMESHWAR THAKUR: A sew 
minutes more. We have to concentrate on the 
sources of generation of black money. I have 
mentioned real estate transactions. In large-
scale manufacturing also, black money is 
generated, as my friend who spoke earlier 
said, in regard to \iles tax, in regard to excise, 
in regard to income-tax and other raves in 
regard to income-tax and other taxes which 
are evaded. Therefore, there also we should 
have a very detailed examination. 

And in some specialised sectors also, like 
smuggling.construction and so on, we must 
have a very detailed examination by the 
Department and special precautions should be 
taken. 

Now,   suppression of gross receipt major 
thing. We are aware how it happens. The 
receipts are not shown properly;' the 
expenditure is shown to be more and the profit 
is shown less. This is the operandi through 
which this is being achieved. Now we have to 
be very cautious. Already compulsory audit 
has been brought by the Department, which is 
commendable. It has just started this year. If 
the audit of the    accounts of firms which 
were not required to be audited, is carried out 
cti-ectively, I am sure it will bring additional 
revenue  and  help to  curb black  money. 

Now, about gold and 3ilver, we are all 
aware that the Gold Control Act is there and 
other regulations are there. According to this 
report, these should he effectively followed. 
And the Income-tax Department should be in 
a position to correlate them so that we know 
where the gokl is available, whether the 
persons have beeu subjected to wealth-tax and 
so on. This aspect is not being  effectively 
tackled today. 

Now there are two proposals which have 
been given. It may be considered, having 
known the volume of black money—it may be 
Rs. 35,000 crores or Rs. 40,000 crores or Rs. 
50,000 crores—whether there couid be some 
outlet for it. There is a suggestion made by the 
committee that there could be a National Fund 
for slum clearance or similar other laudable 
causes. It is worth considering whether some 
such investment can be made. On a regular 
basis also, I have a suggestion. So far as the 
tax rates are concerned, the hon. Minister has 
been pleased to give certain concessions. It is 
not necessary to add further. I do not agree 
with the Committee that progressively more 
concessions should be given in many respects. 
1 personally feel that some eve-nues should be 
there for investment of savings. Saving is a 
"must" in the country because the cycle is 
income, Saving, investment, and generation of 
more income for 
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taxation. So it is essential that there should be 
avenues for investment even for the average 
person or an average middle-class man. If 
there are honest tax-payers and they have to 
have investment, possibly the avenues for 
investment should be increased. 

Lastly I would like to make two more 
suggestions. Justice Mitra said that a targe 
number of cases are pending before the var-
ious courts, the High Courts and the Supreme 
Court. It is essential now that there ihould be 
a special tax court or an economic offences 
court and from there an appeal should lie oaly 
to the Supreme Court. 

At least in that respectthc power of the 
income-Tax Tribunal should be enhanced so 
that they get the status of a High Court so far 
as tax cases are concerned and then the 
further appeal should lie only to the Supreme 
Court. 

Then there are different tax laws in different 
ways. It is essential we should have integrated 
tax laws—only one set of direct tax laws and 
one of indirect tax laws—and these should be 
so simplified, modified and rationalised that 
all people should be able to understand them 
easily and clearly and the administration 
should be able to follow them. And as the 
Finance Minister himself said there should be 
no amendments at least for five years; 
otherwise, it will create problems for the 
assessees and the administration. 

Then, it requires a strong political will to 
deal with a situation like this. This has gone 
on for the last three-four decades. It is not an 
easy problem to solvs nor can it be solved 
only through tax reforms and searches and 
seizures. It requires a lot of politically strong 
will and support of all ihe pofiiical leaders of 
the country, irrespective of which party they 
belong to. Then there should be a degree of 
social awareness; without social awareness we 
will not be able to achieve the desired Then, if 
we are providing for a deterrent punishment 
to those who are tax-evaders. at the same time 
those who are honest taxpayers, they should 
be taken into confi- 

dence and given due respect and regard. i    That 
will also give a real impetus to solve the 
problem. 

In the end, the Finance Minister said tax 
evasion checking would be a part of the long-
term fiscal policy. For that we should have an 
inbuilt system in our economy not only in the 
administration but the economic policy 
coupled with that, the social values and 
political principles should be so intermingled 
that we are able to solve this big problem 
soon. 

SHRI     PARVATHANENI  UPF.NDKA 
(Andhra Pradesh): Madam Vice-Chairman. 
I     am    sorry    to  observe    that we are 
behaving like the biggest hypocrites in this  
House, politicians on both sides are 
the fountainheads of this nefarious acts of 
generation, concealment and utilisation of 
black money. I don't think it was necessary 
for the National Institute of Public Finance 
and Policy to labour so much and produce a 
600-page volume to tell us that black money 
is generated through tax evasion, corruption 
and speculation. We are all aware of it. 
Similarly, we are also aware how this black 
money is concealed in real estate, in gold, in 
stocks, ami,   as one friend mentioned, even 
in the banks in foreign countries. We also 
know how this black money is utilised and 
with what disastrous effects. One of the 
honourable Members has mentioned that this 
black , money or unaccounted for money is 
to the extent of Rs. 38,000 crores and every 
year 18 to 21 per cent of the national income 
goes behind the curtain. That itself indicates 
the enormity of the problem and our failure 
to check it so long. 

It is the unholy alliance of the corrupt 
Polticians, the corrupt officials and the 
hoarders and the blackmarketeers, which has 
been responsible for this situation. And what 
have you done to control this except trying to 
cajole them and giving them art opportunity to 
turn the black money into white? We lack the 
will and determination to tackle this problem 
at the political level because we have been 
patronised by them and we have been 
patronising them and 



 

[Shri Parvatheni Upenclr..; wo pretend as if 
we do not know these people. If you want to 
have a look a1 them, you will see them during 
the daytime in the corridors of power and 
during the night time they are in the 5-Star 
hotels and guest douses entertaining the 
Ministers, MPs and officals. Why should we 
pretend that we do no know them? We know 
every one of them. You should have the will 
and determination to curb this evil. If you 
have the determination and will, you can do it 
in a year. But it should not take 38 years to do 
this. I would go further and say that if the 
honourable Finance Minister or the Prime 
Minister is serious about it, they can still do 
this and they will definitely ; co operation. 

Why are we patronising them? It is because 
we need funds and we spend, a lot of money 
in elections and we collect funds. But we do 
not collect funds through cheques; we collect 
funds in cash only. Are you prepared to come 
to a Gentlemans Agreement with all the 
parties that we do not at least collect funds in 
cash? Stop collections at least in the form of 
cast., if not altogether avoid collection of 
fund*-. We are prepared for the electoral 
reforms. But why are you delaying these 
electoral reforms? There has been a 
suggestion that the State should bear the 
election exp a part of the election exppence to 
reduce the influence of money power the 
elections. Why are you not implementing 
this? That itself shows that you have no 
determination or will to control this evil. 

[The Deputy Chairman in the Chair] 

There is no point in discussing in House for 
hours together as to how to curb black 
money and how to curtail black money. 
There is no point in discussing this here 
unless you show the determination and will 
to tackle this problem. In this connection, I 
would like to offer a few suggestions for the 
benefit of the Finance Minister if he cares to 
solve this problem. 

One suggestion is, as one of th.: honour 
able  Members suggested, that we  should 
think of introducing an  Expenditure Tax 
to curb conspicuous consumption and con 
spicuous spending. The second   suggestion 
is, as has already been mentioned,    there. 
should be some control over the election 
expenditure and the State should bear   a 
part of the election expenditure. Of course, 
some people mentioned about demouetisa- ' 
tion. But I do not think    that it will be 
effective unless you do it in a    particulai 
manner. I have an idea on this, but I will 
convey it to the Finance Minister in pri 
vate rather than telling it in the   House. 
Then, there   should be more    raids    and 
seizures in the houses of business people 
and other people suspected of    hoarding 
black       money. Not      only      there 
should be more raids, but also there should be 
more publicity given to such raids and 
seizures. Also, there should be a watch kept 
on the vulnerable departments and this must 
be intensified to find out who arc the officials 
colluding with these people. 

Then, Madam, 1 also feel that stamp duty 
and registration charges for transfer of real 
estate from one to another must also be 
increased steeply and we should try to find 
out who exactly is indulging in concealment 
of black money through real estate property. 
Also, a watch should kept on the builders and 
the gold merchants so that we can find out 
who are their patrons and customers. 
Similarly, the tax collection machinery mi1 

streamlined. The banking operation.--also 
must be streamlined to find out fictitious 
accounts. You can easily do it by periodically 
checking these accounts and you can easily 
find out the people" who are maintaining such 
fictitious accounts in the banks. Also. Madam, 
the Government's policy regarding giving 
loans against stocks and the financial 
institutions aiding some industries whch 
ultimately go sick—I mean artificial 
sickness— should also be reviewed. 
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I have one more suggestion. You have an 
army of Intelligence men, the CBI people and 
the IB people and there are thousands, of 
these psnple who are keeping a watch on 
what Mr. Advani is doing or on what Mr. 
Upendra u doing or on whin Mr. 
Gurupadaswamy  is doing.... 

SHRI M. S. GURUPADASWAMY: I   am 
not doing anything. 

SHRI   PRAVATHANENI   UPENDRA: 
......... and are reporting on people on 

their activities. This is not what you need to 
do. I feel that you must have; a Financial 
Intelligence set-up or Economic Intelligence 
set-up, an army of such people, to curb this 
crime and similar other economic crimes. So, 
you must strengthen your financial fence 
machinery also. 

Madam, I do not want to take more time than 
what is alloted to me. But J would conclude 
by saying that 30 far you lacked the 
determination and the will to curb this evil 
and, if you show that deter-in and will, we are 
with you. 

THE DEPUTY CHAIRMAN; Now, Dr.  
Shyam Sundar Mohapatra. 

DR. SHYAM SUNDAR MOHAPATRA 
(Orissa): Madam Deputy Chairman, this is a 
subject which we have been debating, God 
alone knows for how many years. MPs. have 
come and gone; but the black money has 
increased from Rs. 240 crores in the early 
part of our Independence to Rs. 50.000 
crores. 

Mr. Minister, you may be the youngest 
Finance Minister in the world today. I would 
like to compare you with Pitt the younger 
who was the Chanceller of Exchequer at the 
age of 25 and gave England a very, very, first 
class economy. When there was a potato 
crisis the whole country was taken to ransom 
by the blackmar-keteers. 

Madam Deputy Chairman, our' Prime 
Minister has assured the country to 
give a clean Government. The words 
"Ml". Clean" came from a British jou 
rnalist when Mr. Rajiv Gandhi visi- 
led...........(Interruption) 

THE DEPUTY CHAIRMAN: They said 
that MPs have gone and black money has 
increased. I don't think it has got anything to 
do with MPs. 

DR. SHYAM SUNDER MOHAPATRA; 
We are debating black money. Many of them 
are out; many of them have died. Some 240 
crores of rupees has gone up to Rs. 50,000 
crores of black money. 

Madam Deputy Chairman, where from 
comes the black money? It is unaccounted for 
money, money which is not accounted by the 
Government. Does the Finance Minister 
know that each international deal that we are 
making, whether it is coal, whether it is steel, 
wheher it is automibile, whether it is power 
generation, whether hydel or thermal—in all 
the international deals there is a 2 per cent 
cut-back. Who takes it? \ was once asking the 
ex-Principal Secretary to Prime Minister Mrs. 
Gandhi, who was then Commerce Secretary, 
Dr. Alexander, why do you fail in the 
international market to bag orders, why Japan 
goes ahead, why West Germany, why others? 
Then he said: if it is not recorded I can say it 
is all a kick-back, it is all under the table. The 
system goes on. And where this money goes? 
It goes to Switzerland. 

SHRI VISHWANATH PRATAP SINGH: 
I strongly refute this allegation. 

DR. SHYAM SUNDAR MOHAPATRA: 
All riant. I will withdraw it. I was making a 
reference to the fact that money is in 
Switzerland Many persons don't know it. 

Now, Madam, Mrs. Gandhi told here when 
we were debating the Antulay 
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[Dr. Shyam Sundar Mohapatra] 
affair that corruption has become a global 
phenomenon. It is very true. Mr. Tanaka of 
Japan was held up by the whole country. Call it 
Mitsu Bishi, call it General Motors, call it 
Lockheed, call it Enseldo or call it Snam 
Progetti—all these international organizations 
which are competing in the world market. I do 
not accuse them. They have to bag orders. And 
we have to give them orders. The question is 
that black money is generated. Think about the 
cinema stars. Mr. Prem Bhatia has written in 
the Tribune that a large part of the black 
variety is money that sus• tains the multi-crores 
cinema industry. We know the cinema star 
charge Rs. 30 lakhs, Rs. 40 lakhs or Rs. 50 
lakhs—superstars—who built houses in Vasant 
Bihar, Golf Links and other places. Who are 
they? Someone is going to buy Maiden's Hotel. 
But they show only Rs. 2 lakhs, Rs. 3 lakhs or 
Rs. 4 lakhs— the Directors, the producers, the 
photographers who charge huge money from 
the financers. Nothing recorded. How can you 
stop generation of black money? Probably the 
whole polity has hecome corrupt. We have 
become accustomed to a way of life. Benjamin 
Franklin, when he was asked about corruption, 
said: there is nothing certain in this world 
except death and taxes. And he told the tax 
collectors: it is very, very difficult to catch tax 
evaders. What I want to say is that corruption 
is writ large everywhere. You have appointed a 
Commission of Inquiry against Bhajan Lai. 
There is going to be another inquiry against 
Dada Patil. It should not be that when it suits 
we do something, and when it suits \vc* push 
them out. Why should they be hauled up? 
What have they done? They were holding very 
high positions. They are holding high 
positions. The .question is,-it is the body 
politic. In Bombay, when I go to Bombay I see 
skyserappers at the Nariman point, in Cuffe 
Parade, on Reclamation and everywhere.    For  
every  annual    fee 

they charge lakhs and crores. I went to Hong 
Kong. Hira Lai, the Indian businessman who 
maintains dozens of Rolls Royce has money 
from Indians who put it there. Not only one, 
but may be many Hiralals in different parts of 
the world who are getting our money. The 
Finance Minister has no access to 
Switzerland banks. But he can find out that 
crores or millions are going out of India. 

I   have   a   'Sunday'  with  me,  its   I 
issue, where there is a write-up aga- 

t the Orissa Chief Minister th;i has money 
in Switzerland. I don't believe it. He is a very 
good friend of mine. Now, the Finance 
Minister should enquire into it. It came up in 
the Assembly. When the Chief Minister heard 
the allegation, he could not reply. He took 
seven days' time to issue, a rejoinder. One 
does not need a week's time to issue a re-
joinder when somebody says that the Chief 
Minister went to Zurich. Now Zurich is the 
place where the account is operated. He went 
there because he wanted to enter into an 
agreement with an Austrian company. For 
that the Chief Minister need not have gone 
there. The Chief Secretary could go or the 
Chairman of the Mining' Corporation could 
go. I do not either dispute or support this 
write-up. I want to place it before the Finance 
Minister. It is a serious allegation against one 
of our most eminent Chief Ministers of the 
country. 

How is this black money generated? 
Tirubhai Ammani got clearance of about 800 
crores of rupees in 8 months' time. It came out 
hi Sunday, in India Today and everywhere. I 
want to impress this thing. Unless the 
Government is determined to clear the 
Augeans stable from the highest to the lowest, 
it cannot be done. It is not that people at the 
lower levels are corrupt. Mr. Bhatt has said a 
little while ago that tomatoes are selling at Rs. 
10 a kilo, brin-jal, which I like very    much, 
at. Rs. 
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10 a kilo, kaddoo at Rs. 7 a kilo, lauki at Rs. 7 
a kilo. God alone knows whether you go to 
the market or not. This is the position. We, the 
M.Ps, cannot afford it. How can a middle 
class man afford it? He may he taking Rs. 5 or 
Rs. 7 to grease his palm. But people who 
conclude the dea's, people who conclude the 
con-people at the top who allow corruption to 
percolate to the lowest level are the people 
whom you have to catch. Then only you can 
give a clean Government and the whole 
country will be obliged to the Prime If he 
wants to clean the society of this rubbish, he 
has to take strong measures. It is not that you 
take strong measures when it suits you and do 
not take strong measures when it does not suit 
you. Thank you,  Madam. 
SHRI        VISHWANATH        PRATA1' 
SINGH:  Madam  Deputy  Chairman, I 
thank the hon. Members for the va 
luable suggestions they have given. It 
is a subject which concerns all of us. 
We are concerned about it. It is also 
correct that we cannot take a secto 
ral view of this    issue.    It    is    a   ques 
tion of the whole economy and   the 
whole  economy  is  an  organic  thing. 
It is in this perspective that we can 
approach  the  problem and attack it. 
Shri   Nirmal  Chatterjee   mentioned 
the phrase 'damp squib' many times. 
He  used  this  phrase  so  many  times 
that he  even  damped his speech by 
this 'damp squib'.    Somehow he has 
admitted today and that was a great 
revelation for us that every economy 
is a mixed economy    from    the U.S.A. 
' to the U.S.S.R. In fact, we cannot di- 
;i any such discussion from general 
considerations    also.      But    I    will    not 
go into those details be- 

cause that will take too much of because that 
will take too much of time. Therefore, I 
confine myself to the concrete suggestions. 
While we approach these problems, we have 
to keep an eve on what is basically the human 
nature. Then we have to think as to how to 
deal with it.    It 

is socialistic goodnees as well as capitalist  greed.    
We  think it  is  mixed human  conduct  and 
behavior  and it is not a single variable behavior 
but that  it  has  multiple     variables     by which  
it   is   motivated.     So,  our  approach to it has 
also to be multifold. There was the advocacy that    
fear element should not be used. Certainly we 
cannot    perpetually    have    a    society   based  
on  fear  psychosis.    But if greed is one element   
of   human   nature    on    which    a certain    
Section    of society does rely on as its main-spr-
ing, to curb that greed we may have to   use  some  
element of fear  which has also been used so far 
but we cannot do it totally. At the same time there-
is goodness.    We have  made      some attempt to 
have a reasonable sort of structure. So, we have to 
approach it in the parameters of the    mixed    
econo my we have.   So,   it is   various    mixed 
measures that we will have to     take, economic    
measures    as well as    administrative  measures.    
When     we  come to any tax proposals, changes 
or reform  or  bringing  it  up  or  bringing it down, 
many other issues than the mere  black    money    
are    there.    Taxes are lowered not because the 
sole purpose of it is to do    away     with      black 
money  or  deal  with  black     money. That can be 
one element.    There   is also an element of having 
a tax structure that will be conducive to growth. 
There   is also     an   element of need   of revenues      
for    public    spending.      And Indradeep Sinhaji 
raised a very pertinent point.    When we think of 
any lowering of taxes, then in    a mixed economy, 
we have to strike a balance between the public    
spending    and    how much  we  give  to the 
private  sector, I     and   where   you  fix  the  
equilibrium. In a    mixed economy, you    cannc    
put it at one extreme or the other.   And it is a 
relevant point because if     we reform,  where  
there  is  any loss    of revenue,    immediately      
comes    the pro-Worn of what you are going to do 
for your public spending, for governmen I      tal     
spending.       So    the    policy-inakers have to 
strike a balance because    we have a mixed 
economy.   We have 
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[Shri Vishwanath Pratap Singh] public 
sector; we are committed to it. We need 
resources for develop ment. We need 
resources to give to the poorest section. We 
have to raise taxes. We cannoin absolutely go 
on for total reform irrespective of it. So, it is 
that we have to strike various delicate 
balance. There may be disagreement. But in 
our light we are not going either to this 
extreme or that extreme, but we are trying to 
strike a balance, and that is how we are 
trying. 

One   of  the   recommendations      of this 
report is the general reduction of taxes.    And  
Shri  Nirmal   Chatterjee also   concoded  that  
if  you  have   100 per cent tax rate, there will 
be higher tendency for tax evasion.    Certainly, 
if you bring it to zero, then there is no black 
money. So, somewhere      in between we have 
to find the answer, where the level would be    
correct    (Interruptions)      generally      
speaking, that    is    how    we      brought      it.      
We think that this is the level where it is 
reasonable.    At the same time, we will take 
care of our    need    for    public expenditure.   
When we think of public      expenditure-     
and      governmental spending,  we  have  also  
to     rely  on growth.   Euoyancy  is   an     
important factor for any    tax    management.    
And if we have buoyancy on the one hand and 
on the other plugging the loopholes for evasion 
and a firm implementation, then even with 
lower taxes, we can raise the revenues to fund 
development.    And that    is what    the    basic 
strategy  is.      We  think   that     there should    
be    growth.    By    plugging loopholes       of 
evasion       and       having a  tougher  
implementation,  the  mopping  up is more  of 
revenue income. Then, Sri Jaswant Singh said 
that had I   put  the  indirect taxes  first      and 
then gone on to direct taxes reform, T   would 
have come to less criticism. 

But, 1 think, when it is a concern of the 
countrv and the nation, if it it a correct thing, 
one should not try to save his    skin    and    
certainly    I 

will not save my skin even if it 11 to criticism. If 
that is the correct thing certainly I am open to 
suggestions. But for criticism's sake, I will not 
fight shy of doing the correct thing. And, in all 
these matters also is the consideration of 
effective tax rate. If we take away the exemp-
tions, the effective tax rate does not necessarily 
come down and the 1 of this is that in fact bow 
much of : the industries are saying, do not do 
away with this capital investment al-I lowance, 
because even if you lower taxes, if you take this 
away, the net effective tax will go high in spite of 
lowering the tax rate. It is the effective tax that 
counts, and if we take away the exemptions we 
have not much lowered the tax that way If you 
see the composition of tax \ happens in a high rate 
tax? Who gives mainly the tax? Your salaried 
class j or public sector. Sizable portion of the 
corporate sector taxes that we collect, maybe 
half, or maybe a little more than half, comes from 
the corporate sector. By raising rates only you hit 
the salaried class and also the public sector. In 
fact those you should hit are those who are 
evading it. Make it tough for them.   Then 

you are catching hold of the evader,-: and 
contributing to the kity. 

The other recommendation in    this report is 
that all these articles where there  is smuggling, 
is because      the costs are high.    We should  
try      to reduce the  costs and whore ther. the 
role of the duties, we should to  reduce  the   
duty.    Well,  but is  not  the  total remedy to  
my perceptions.    Some, it can take care   of. 
But then comes the revenue conside- • ration.   
After   all,   this     gives     us   the revenue.      
Between    revenue      and      reform 
sometimes    there    is some    conflict in the 
immediate future and if     we have to deal with 
it we will have   to face    it      out.      Now    
in    the    textile man-made    fabrics,    excise    
is    an  element to be  faced.    But more  so    
is the structural nature of the industry itself 
which  is making it  high  cost. Now, the tax, if 
it is 30 per cent, by 
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changing the tax you are tinkering 
with 30 per cent of it. But due to 
structural rigidities and size of in 
dustry itself the economies of scale 
is not there, so its high tost it will 
not be able to lower it compared to 
international prices and then in the 
matter of concessions we are very 
clear that they must be passed on to 
the consumer. And, if they are not 
passed, there is no rationale for riving 
any concessions if they are not pas 
sed. We will take care of that. Ir- 
the textile policy statement some sug 
gestions have come and we will have 
to see them and only in the varieties 
which are consumed by the middle- 
class and the poorer sections, which 
possibly can afford it, only in those 
varieties we are thinking of conces 
sions on them. But in the case of 
gold etc. certainly I do not think we 
can have an open regime of gold and 
try to have reduced smuggling on 
that. We will have to rely on ad 
ministrative measures and also some 
economic measures and that is where 
force and fear is necessary and we 
will use it. Now, Satya Prakash 
Malaviyaji and Shri J. K. Jain also 
mentioned about controls. Malaviyaji 
said that the control, the quota sys 
tem is causing lot of black money. 
While physical controls will be neces 
sary, but we want to move from dis 
cretionary controls to non-discretio 
nary controls. When it comes to li 
cence and quota, somebody sitting 
somewhere really issues it and there 
is lot of red-tape, lot of corruption 
also involved. Instead of this mode 
of controlling the economy, while we 
have to give direction to the econo 
my, we cannot give up the steering 
wheel of the economy; the mechanism 
to steer it would be non-discretionary 
controls through customs tariff, thro 
ugh credit policies, through institutio 
nal finance, landing priorities. I 
think this would affect generally the 
atmosphere by which corruption in 
this mode of quota licensing system 
could be controlled, because one does 
not have to go to any person; the 
whole system is taking care of    the 

direction and in that, the person has to 
operate, and this is applicable to all. In this 
connection we intend to come with a long-
term fiscal policy by September end and the 
indirect tax reform exercise we want to bring 
at the next budgeting. These things we can do 
earlier also if vve can and we shall not wait 
till the next budget, and the general pattern 
being that raw material customs duty be 
lower; intermediaries be higher than on fini-
shed product, and wherever there is 
indigenous capacity for raw material, 
protection will have to be given; but the 
degress of protection shall have some ceiling. 
There cannot be unlimited protection because 
if -oincbody is inefficient, the whole 
economy pays for it and we cannot protect an 
inefficient unit just because it is there. So, an 
upper limit is there and these exercises are 
being done. I think in due course, we will be 
coming out with them. 

Shri Upendra .li, Shri Hukmdeo Narayan 
Yadav when he spoke right in the beginning 
and Jaswant Singh Ji also and many other 
Members mentioned about the role of election 
ex-pensos. And this report has come down 
upon it. I think this is a national problem and 
we should all put our minds together, apart 
from party • barriers, as to how we can 
improve our election system, and that one is 
not dependent on donations or bi:,* money or 
otherwise. I am not making charges this way or 
that way but I think this is a serious matter over 
which as a nation we a1]—anl ths political 
parties—should put our heads together and 
devise means as to how we can make 
electioneering independent of it. One measure, 
of course, the Government has taken at the in-
itiative of our Prime Minister, is of making 
donations by companies public and open. 
About expenses, it is not easy for the Finance 
Minister off the cuff to agree right away but 
this is a serious matter. We should apply our 
mind and we are applying our mind    to    this 
suggestion.     There    is    a 



 

[Shri Vishwanath Pratap Singh] 
recommendation about integrity of senior 
officials etc. I think this is right. Wherever 
there is corruption, It must be fought and we 
are not soft on it. Already, I am given to 
understand that many Government servants 
have been arrested; about 9 officers were 
arrested already in this year. But to taint 
everyone would not be fair because these very 
officers, if you consider, within these 6 to 7 
months have caught gold 3 times that was 
caught last year. After all, someone is 
delivering it. As I said, they have caught by 
now three times the quantity that was caught 
in the whole of last year. In faci, this evening, 
after this debate, I am going to reward these 
officers who have done it. I know, many of 
them have endangered their life in the 
process. Where it is their due, we must pa1 

them and where there is corruption, certainly, 
there is no question of pardoning them. As 
you know, recently, these officers have 
conducted two operations, KETU and KALI. 
The very name connotes what we intend to do 
and results have been there. Several crores of 
foreign exchange dealings, illegal dealings, 
diversion to prohibited destinations like South 
Africa, the raid on the tin industry people 
here; all these have yielded results. These 
very officers have done it. Therefore, let us 
not paint everybody with the same brush. 
While hon. Members are giving all support, 
some newspapers have taken to attacking 
these very raids and we are seeing write-ups 
in the neivs-papers. But certainly, any amount 
of these write-ups for editorials would not de-
ter us, as Mr. Ray has said, from our path, 
from our fight. 

Then, there is a suggestion in regard to the 
creation of a fund for slum clearance and 
giving exemption, a policy of declaration of 
wealth and a certain amount of taxation. I 
have already said that the Government is not 
thinkinc of anythins like the bearer bond type. 
This is a recommendati in, not from the 
Government, but from an insti- 

tute. In this connection, Mr. Chatterjee 
mentioned about Acharya and some reference 
to IMF. I think, this is not fair, f know the 
person. He is a good officer. as nationalist as 
anybody else. Being in any institution does 
not reflect the sincerity of the advice that he 
has given in this matter I will not say anything 
on this. Members have expressed their 
opinion, The very purpose of this debate is to 
elicit opinion. After having elicited the 
opinion. we have to evaluate it and then come 
to a decision. 

Then, there is a suggestion about train ing. 
We are thinking about this. We have started 
some programme on this. Strengthening of 
staff. We are thinking .if. In some cases, we 
have increased., In some other cases, we are 
going to increase. Then, about door to door 
survey. Mr. Thakur mentioned about this. I 
think, this is one thing Which is very 
necessary if we have to take care of those who 
are escaping the tax net. We are going to 
establish an economic intelligence wing. Shri 
Upcndra mentioned about that. This will be 
integrated. There are various agencies in the 
Finance Ministry. But there is no nodal point 
to coordinate all these. ThK economic 
intelligence wing will coordinate everything 
and will go into these matters 

At the same time, there is need tc stren-
gthen the law. The present law in regard to 
seizures and searches has many defects. It is 
not that strong. Take, for example, searches. 
Only today, I had a meeting wilh the Income-
tax Commissioner. He said, during a search, if 
one finds something which is not proper, he 
cannot seal it under the present law. By the 
time he takes measures, the whole dung is 
shifted. Similarly, when a seizure is made, 
there is somj time lapse. We are going into al! 
these things and we will be bringing in ta.v 
reforms, to take care of these weaknesses, to 
remove these weaknesses and to strcu gthen 
the law. We will come before the House. Mr. 
Jagesh Desai has said, we should use a little 
stronger hand. Under the present law, we have 
to prove mens rea, not only the evasion but 
the intention to evade. The  recommendation     
is  that, the 
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very act of evasion should be punishable and 
the onus should be on the person who [s 
evading  the  tax to prove his      innocence. 1 
think there is much substance in 
recommendation. 1 cannot immediately 
commif the Government    but 1 do think lot 
of force in this and it is worth going into.  
About special conns, we did m*ution in 
the Budget that special courts will be esta 
blish 0 have been    established    in 
Delhi. Other State Governments also have 
Wished. Some had it earlier. For others 
the Law Ministry has written to the High 
Courts and the Chief Ministers to establish 
these courts. But I am not fully satisfied 
with the present arrangement. There is the 
Mitra   and    Shri 
I hakur tribunal or a bench 
curt or the High Courts 
or a separtatr               tribunal to deal with 
this. I 
think   we  will     certainly go into  it and 
examne ibis a, it has some very 
aspects. 

ten said 
I 

lis    suggestion 
because   anythig .it has to 

start with us also. It cannot have exemp 
li, any who main thing connected 
with this is the will to do it and also the 
moral sanction to do it. I think for this 
laws can be made, but whatever laws 
are there> we have to make them appli 
cable to ourselves also. The law will take 
care of everyone, that is a different thing, , 
but we have to have a determination 
within ourselves, 

Some point about expenditure was made. 
The point was about leakage of expenditure 
and expenditure tax was suggested. Well, 
certainly the leakage of expendhu.e does go 
into unaccounted money or generally, it is in • 
the context of general management. We are 
doing an exercise, where there are duplication 
of agencies or .where there are agencies 
which are hardly doing any useful work, not 
contributing much. There the expenditure has 
to be reduced. Some Ministries are attached 
with some 

consultancy which is now redundant. There 
are some directorates or some multiplyinj; the 
officials also. There is the addi-ion of so much 
work. There is the additioa of so and we will 
be bringing legislations for trimming up the 
expenditure. What is necessary is that it must 
go to the developmental side, to the people, 
rather than just the expenditure on service. So, 
we arc do-' ing this exercise. 

lust because this is a report, the debate 
was mainly to elicit opinion. I think it has 
been very useful and 1 am thankful to the 
hon. Members. When we come to a final 
decision, perhaps we will have another de-
bate on it. 

Thank you. 

ANNOUNCEMENT RE. ALLOCATION 
OR TOME FOR LEGISLATIVE BUSI-

NESS 
THE DEPUTY CHAIRMAN: I have to 

inform Members that the Business Advisory 
Committee at its meeting held today, the 
14th August, 1985, allotted time lor Gov- 
< MM ; dative Business as follows; 

Bun- Time Allotted 
______ . _____       _ .______________  

1. Consideration and passing of      2 hrs. the 
Auroville (Emergency Provisions) 
Amendment Bill, 1985. 

2. Consideration and return of       2 hrs. the 
Coffee (Amendment) Bill, 
1985, as passed by Lok Sabha. 

3. Consideration and passing of      4 hrs. 
the Essential Services Mainte 
nance (Amendment) Bill   1985, 
as passed by Lok Sabha. 

The House is adjourned till 11 o'clock on 
Friday. 

The House then adjourned at 
forty-nine minutes past six of the 
clock, till eleven of the clock, on 
Friday, the 16th August, 1985. 




