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I said, the provisiong may be  misused
by over-zealous Ministers or over-
zealous State Governments. What 1§
needed is, we should try to remove the
genuine grievances of the poople in
time so that terorism doeg not grow
and the younger generation, the
young people do not become terro-,
rists. Only by doing this, we will be
able to control terrorism.

" Secondly. I would urge upon the
Government *o 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 murdererg of Mr.
Lalit Maken; and the people who
Committed murders in  the past.
Earlier, one ambassador was kjlled.

till today, nobody has been apnrehended.
Therefore, unless you do this, unless
You reorganise the law and order ma-
chinery, unless you modernise the
police force it is futile to have such
legislations - to combat terrorism, 1o
stop crime. )

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

3.70 P.M. -
. SHORT DURATION DISCUSSION ON
THE STATEMENT RE. REIORT 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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sion re. National Institute of on “Aspects of the Black
Economy in India” .
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THE VICE-CHAIRMAN (SHRI CHI-
MANBHAI MEHTA): Mr. Jain, may I
remind you that you have already taken a
ot of time? Whenever a Member exceeds

. his time, the excess time taken by him is
deducted from the time left for other spea-
kers from that party. Now in this case I

have cut out my name from ihe list, Please

“bear thic in mind,
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SHRI NIRMAL CHATTERIEE (West
Bengal): Mr. Vice-Chairmaon, 3Sir, des-
pite quite a  beautitul couplet in Bengali
literatnre, a free  translation of  which
means—

Iy black you consider to be thar bad,
whv do you weep. Madam, when your
hair turns grey?

Black is considered to be beauiiiul in cer-
tan circles in our country. But presentiv.
Sir, the mood of the Hous: seems to reflzct
ihat we are all coacerncd with black in-
come, bluck wealth and the report on black
money and black wealth. Perhaps not for
identical reusons—we  inclede  ba.k
Mr. Salve and myself—and the rea-
sons might be exactly oppaite, ane
might be trying after reading the re-
port. how to have more routes to
generate it and the other the op-
posite, T do nol konow. But we are ali
concerned. Let me begin with the re-
rort. There are some whg have
characterised thig report as a danip
squib, almost a meaningless excroise.
Partly they say this because the esti-
mate that they have com= up to is
nat very worrying.

According to this estimate, the csti-
mate o 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
ILM.F. culture that the strongest demo-
cracy 7 the world has a higher rafe of
black ipcome generation every year. Ac-
vording to this estimate. it ours is bet-
ween 1Y to 21 per cent then according
o Dr, Tansi who is u World Bank and
LM.F. uuthor, in the case of the United
States Lae generation of black income is
22 per cent. Therefore. some say that it
is a danp squib and we need not worry
by the penemation of black money up to
this extent. It is also considered to be a
damp squib by some other people also be-
cause they <ay that after three years of

901 RS—8.
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mountainous labour what they have dis-
covered in the report is what you alrcady
knew. For instance. they say that the
black market is generated in these fields
such as real estate transactions, large-scale
manufacturing, film 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 inrterbual and
external. It is also considered a damp
sguib because the report haq said—
and who did not know  it—
that all this black money takes the
from of land or ornamenis 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 somz su.n
other gbservations. Here, 1 do not.en.
tirely agree with such a view. Even
while it is a damp squb. incidentally,
it indicts. uniptentionally. T am
cure, the Government of India when
it says that the amount of collection from
direct taxes being as low ag it is today i
India out of the total revenue collection
is an indication of generation of black
income which is defined as tax-evaded in-
come So long we have been told by
the present Finance Minister, o litile
less than the earlier honourable one,
that it is the expericnce oF all deve-
loping countries that collection from
direct taxes over thHe years should
get reduced and become a lower and
lower percentage of the total tax collec-
tion. T believe that while being a damp
squib, the very statement of this fact is
an indictment of the Government's logic.

Now, it is also quite a different thing
that there is another view of the report
which <ays that this report is not meiely
a damp squib, but it also contradicts it-
selff. And jt recommends, it concludes
what i¢ not wupported 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
fand or estate speculation. For instance.
T will just make a brief reference to this
because the time is limited, And ¥ will
come to other things, and I have to come
to other things also, Tt is said here, and
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the whole chapier on sugar iadustry con-
lains statements that neither the tax rate
nor the control over sugar industry is pri-
muarily responsible for generation of black
income there. 1t is in the report, That is
also a part where, in the course of three
years, they made an independent investi-
gation. They contributed. Let u, admil
that. And in that contribution. the find-
g is this. See the recommendation. It
is exactly the opposite of it. The taxes are
responsitle for generation of black moaoey,
controls are responsible for generation of
black money, And this Report, when it
says that the taxes are responsible, forgets
its own figmes, The Finance Minister
also foigets the figures at times. It has
given the figures, What is that figure? Sir,
I do not know if I wil]l be able to do
full justlice to this Report which is too
voluminous. and the  Finance Minis-
ter was not kind enough to give us
more time for discussing this. Sir,
what are the fignees?  While
in  1975-76 the percentage of gross
domestic products, the range of black in-
come as percentage is estimated as 15 to
18, in 1980-81—again their estimate,
whatlever 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 yeurs when the
tax rates were reduced. When the tax
rates were reduced, the predecessor to this
hon. Finance Minister used to claim that
it i+ 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 Repor! that
during this period when taxes were re-
duced. the black income was going up-
(Time bell rings) T have on an earlier
occasion also indicated througp another
kind of figme which is not quoted here
that income-tax colleclion us a4 percentuge
of national income is coming down over
the years when the taxes are being reduc-
ed. Is it not an indication that it has no
relation at all or, if anything. the indica-
tion is the opposite? It is a simple logi-
cal question to Mr. Salve. if he speaks
after me. or the Finance Minister. No.
The House is deprived of something which
is very fmportant. What is the approach?
Here also they say about tax matios some-
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times, not about tax rales, Just imagine.
The approach, the assumplion is that
those who earn want to pay more o the
kitty, want to pay more by way of taxes

but what is preventing theim is &
4p M.

high rate of taxes Wher you

say that by lowering the 1ates of
taxes. you  will be able to  coliect
more, what exactly you are suggest-
ing 8 that they airc willing to pay vou
more, and when all these people clamout
that rcduce 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
which is beyond the economic system that
s called monopoly capitalism. (Time bell
rongs).

Sir, since the bell is rung, I will quick-
ly come to other parts. The report is
there. Anybody can see the recommenda-
tions. and the inferences that they make
in many cases. T will not say and 1 will
not dishonowm Dr. Acharya, who. inciden-
tally, is trained in the USA, the World
Bank, the IMF circle. But there are many
insights, I freely admit that in this major
recommendation, in this major conclu-
sion they are not defended either by in-
sight o1 by their own investigation, wher-
cver they have independently enlered jato.
But, Sir, my real objection is neither that
it is a damp squib or that it bears con-
tradiction within itself. My real objection
is that it is dangerous. The rccommenda-
tion. that it makes, the wonderful lozi:
that it has got, can be casily seen. It
sweems. Sir, ...

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

SHR1 NIRMAL CHATTERJEE: No
that is not my argument, 1 will not deny,
Mr, Salve, a very simple fact that if there
are no taxes there will be no tax evasion
at all. T will not deny, Mr. Salve, that.

SHRI N. K, P. SALVE : The report
says that the ratc of taxes is one of the
reasons for the generation of black mo-
ney and when they say so. they are not
going bv the total collection juxtaposed
or correlated with the domestic product.
All that are saying is that the nighest
marginal rate of taxation has the effect
My simple question is, do the highest



219 Short Duration Discus- [ 14 AUG.

siom re. National Instltute of

marginal ratey of taxation, according to
you. have mneaus with the gzneration of
black money?

SHRIU NIRMAL CHATTERIJEE: I
will come to that very soom, I am i'tus-
trating. First let me reduce it to an ab-
surdity, and then [ will answer it. For
mnstunce. as [ said, if there is zero taxes,
there is no tax evasion, If there is no con-
troi, there i~ no violation of any control.
If there is no law in the country, there is
no law noun-obliging citizen in the coun-
try. That is, nothing is ilegnl. That is
true. On the other hand, I immediately
concede to him that if it is 100 per cent
" taxation. then in ua capitalist society the
incentive for tax evasion is more, 1 con-
clude.

SHRI N_ K. P SALVE: In caiptalist
society or communist sociely, makes no
difierence at all,

SHRI NIRMAL CHATTERJEE: If
there are controls which cannot be imple-
mented, T admit the scope is for enor-
mous tax cvasion or attempt to pierce the
boundaries of controls and enter into the
world of blacks. [ entirely agree. What I
do nol agree is that if your marginal rate
of taxes was 70 per cent and if you re-
duced it to 50 per cent, your tax collec-
tions would increase, and black income
gencration will decrease, I will just nat-
rate to you the experience of the coun-
try which sometimes appears as the God,
the USA. Onc of the lowest rates of
tavation is in the USA,

SHRI N. K. P. SALVE : Who has told
you that one of the lowest rates of tax-
ation is in thg United States?

SHRI NIRMAL CHATTERIEE: I tell
you that.

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

SHRI NIRMAL CHATTERIJEE
There s a reduction that Mr. Reagan has
introduced in the marginal rate of tax.

SHRI N, K. P. SALVE : What is the
tighest marginal rate of tax?
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SHRI NIRMAL CHATTERIJEE: 1 ey
have reduced it by 50 per cent,

SHRI N, K. P. SALVE: In
year!?

SHRI NIRMAL CHATTERJEE: In
the course ot the last 4 yeurs and they
are ariong the low marginal rate of tax-
ation people. There, the generation of
black income is 22 per cent, according to
Dr. Tenzi whose approach has been ad-
opted here. Now, in every capitalist coun-
try. quoted as exampie with a low rate
of taxation compared to which ours i3
supposed to be more highly taxed coun-
try, the generation of black income is a3
enormous as ours, though it is a damp
cgquib. 1 lift the veil a little, The 22 per
cent of the United States refers to an
economy where non-agricultural income is
90 pzr cent of their national income.
Even if it is 21 per cent here, it is ad-
mitted that it is not generated mosly in
the agricultural sector where approximate-
fy 50 per cent of our nationa] income is
generaled. Even if you assume that, then
this 21 per cent, Mr. Salve would ccncede,
provides rather a high figure of black mo-
ney generation... (Time bell rings).

THE VICE-CHAIRMAN (SHR]I CHI-
MANBHA1 MEHTA): Please conciude;
vou have taken almost double the time.

SHRI NIRMAL CHATTERJEE: But
if your heart says that 1 should be stop-
ped at the unlucky 13th minute, I will
stop. Kindly allow me; T shall just con-
clude.

which

Now. Sir. T am trying to show nearly
the inconsistency in the report, 1 comsider
thiy to be dangerous. Tt is dangerous be-
cause of the recommendations that they
make, which the IMF were continuously
making for the last 3 y:zars to our coun-
try, 1t is incidental even perhaps that this
report was made at the time when the
IMEs influences on our country and our
indebtedness to TMF were at its highsst,
between 1932 and 1985. But, Sir, what
are the recommendations” Just imagine!
One recommendation iy that you reduce
duties and taxes when demand for a parti-
cular 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 dutiesE
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The concern today is not the collection oi
revenue; the concern is that there may be
more liberal import of that commodity.
It s under cover of the ostemsible black
income argument. It will reduce smuggling
and consequent generation of black in-
come. What iy dangerous now is, it is cer-
tainiy true that if there are no priorities
in the economy, whose name is planning.
black income does noy affect you in dis-
torting priorilies, You go away from all
priorities and black income is absolutely
harmrless to both Mr. Salve and to myself.
So, the recommendation is, give up your
prioiities of even developmeat. May I put
it this way, Mr. Finance Minister, every-
body, every thing in the country is res-
ponsible for generation of black income
excepting only those few people who ac-
tually generate it, This is the whole logic
of the picture, It is the public sector ex-
penditure that is guilty, not the private
sector expendifure; 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 argu-
ment hag not been answered by any eco-
nomist of repute. T 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, T con-ider this re-
port to be inimical to the interests of the
economy of the country. Sir, T am just
concluding by referring to those parts. ..

THE VICE-CHAIRMAN (SHR1 CHI-
MANBHAT MEHTA): Mr. Chatterjee,
you have already taken twenty-two minu-
tes. 1 will be guided by the sense of the
House. This is a Shor{ Duration Discus-
sion. 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

on ‘Aspects of the Black
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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
Commiittee itself which <«ys 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 1 know because
his answer is, he takes the stand for a
mixed economy while T stand for a non-
mixed economy, imposition of a tax on
expenditure, Perhaps, I should clarify the
point 1hat there is no economy in the
world which does not have a mixed eco-
nomy, starting from the U.S.A., through
the US.S.R, to China. But that is beside
the point. T suggest here that the first thing
which should be done is—this is done in
the United States also; you cannot accuse
me of giving a socialist proposal im-
pose your intelligence and tax on expendi-
ture. Have a comprehensive return sys-
tem of, firstly, income, expenditure,
wealth; estate duty is, of course, dead; a
person is dead; the duty is dead. Have a
comprehensive return. firstly, in the sense
that you impose an expenditure tax, There
are problems. There are complications.
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 do-
cument. then, take the trouble of intro-
ducing this, Secondly, have a comprehen-
sive return in terms of both direct and
indirect taxes: integrate the excise duty re-
turns, sales-tax returns, direct tax returns
and customg returns.  You are taking ue
to the Twenty-first Century through the
computers.

THE VICE-CHAIRMAN (SHRI CHI-
MANBHAT MEHTA): Please counclude.

SHRI NIRMAL CHATTERJRE: [
am concluding. Just two or three more
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points, Instead of, as the hon. Minister has
proposed, iniroducing five hundred rupee
ooles, demonetise, What the Finance
Minister, in his wisdom—perhaps, to help
the piople—is thinking of would, in fact,
reinforce the holding of black wealth, if
he ini:oduces five hundred rupe cuirency
notes, Fourthly, the biggest source which
is not mentioned is the trade sector. 1
koew the Finance Minister will object to
it in a routine manner, buf 1 say, attack
the wholesale trade, nationalise ihe whole-
sale trade. You should iy to have much

control mu:h moie caralisation, much
more STC  operation in your esternal
frade.  Under-invoicing or over-invoicing

—these things are not mentioned. (Inter-
ruptions). It is mentoned, bul no esti-
mates are made, Then there is the ques-
tion of secrecy of accounts, the amead-
ments that you have introduced. It wil'
surpeisc the Hovse {hae cven the Euro-
pean countnes have suggested tha:  the
Swiss Bank secrecy should be eliminated.
The Swiss Bauk iy the b..gest store house
of the world’s hlack wealth, Do you wan'
to be 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 Lhe
industrial units?

The other point which has been men-
tioned here is about land. There is a pro-
vision m lhe Income-tax Act that if the
valuaticn of the land Is under-sialed, that
land can be taken over. For a year huge®
aconmulation of receipts were there. We
know 11, we have critised that in the FAC.
Let veu pot demonetise in a year and in
torn applv all your personnel on checking
up thuse land transaction receipts. You will
come to know all about the under-;ld
land transactions. If you do not have the
courage, do mot demonetise but employ
your total administration on scrutinising
these receipts, You will see how the land
valueg are [allng, you will see how much
black income you are able to confiscate.
Further I suggest. .,

THE VICE-CHAIRMAN (SHRI CHI-
MANBHAI MEHTA): Mr. Nirmal Ku-
mar Chatierjee, you are allotted ten mi-
nutes but you have already taken 29 mi-
nutes.

|

l
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SHRI NIRMAL CHATTERJEE : Let
m. first correct you that | am pot Nirmal
Kumar Chaiterjee. Now let me conclude.

AN HON. MEMBER : Every timc he
says like that,

SHRI NIRMAL CHATTERJLE: I do
not say, I begin. 1 say that 1 will con-
clude,

THE MINISTER OF FINANCE (SHRI
VISHWANATH PRATAP SINGH):
was asking the Chair whether you are
Jrawing up black time of others,

SHR1 NIRMAL CHATTERIEE : Well,
you are absolutely right. The time that
the ruling party will consume may be re-
ferred to as black time.

We have heard the Finance Minister
and I entiiely agree with the appruach in
tax laws suggested by him because of the

_vourt cases. 1 do not know exactly ‘he

legal term. It is act of rues in place of
mens rea, something like that. (Interrup-
tions). 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:
reum in place of mens rea,

SHRI NIRMAL CHATTERIJIEE : That
is correct.

It is actus

Now you have provided that all
companies can legally donate to the poli-
tical parties. Therefore, political parties
will no longer receive black money. T
do not believe this. Now what will hap-
pen is, they will receive Rs. one crore in
Tegal terms and another Rs. § crores in
black money term. What will they do?
(Interruptions).

SHRI N. K. P. SALVE:
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.

That is m

In conclusion, 1 want to say. do not
make further concessions to the rich. Pre-
viously, you have said that you are tough
on tax rates and soft on implementation.
Today you want to be soft on tax raies
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and tough on implememation, May [ in-
‘wite you to be tough both on rates and
oa implemsntation? If you do that, all
our cooperation for you,

Thank you.

SHR1 DEBA PRASAD RAY (Wes!
Bengal): Mr, Vice-Chairman, Sir, 1 would
like to express my profound gratitude for
giving me the opoprtunity of participating
in this discussion on a very sensitive phe-
nomenon that has been the subject of dis-
cussion in our country for ages. I would
also like to express my congratulations to
the Finance Minister for making neces-
sary efforts to ensure that purity is restor
red in the economic life. I would like tc
ask my friends to recall that with the in-
troduction of the Anti-Defection Bill, an
effort has been made to purify the politi-
ca) life of the counlry. As you would ali
agree, the purity in political life is fuily
preserved when the purity in economic
life ig also restored. With the valient ef-
forts 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 bluck money is required
to be discussed, The money which is nol
acounted for, the money which is hid-
den, which is not disclosed otherwise is
calied black money. And the conspicnous
areas where black money plays a very
major role are—the film induwstrv, umug-
gling, black market and real eslaie busi-
ness. The film industry ig a kind of indus-
try where the film is produced in the dark-
ness, the payment is made in the daikness,
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 gemeration of
black money in the country. We also
‘know that the real estate transactions have
become a very sensitive area io utilize
the black money today. But I can tell you
that thete are areas witnessed in our daily
lite where black money has a role fo
play. As we know, if we go for a movie
and if the ticket is not available at the
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counter, we do not mind buyinz it by
paying extra and thereby we pay in Sluck.
When we are in need of a taxi and the
taxiwalla is not prepared to go, we come
to an agreement with him to pay him
extra ard thercby pay in black. When
we arc noi prepared o take  the trouble
of going to the railway counter to buy
tickets with reservation, we do nor mind
paying extra to the TTE to gct reseiva-
tion on the spot and thereby w. make
payment in black. So black mouey defi-
nitely plays a role in daily life, in the
day-to day activities of our life also. /nd
the victm: of black money in daily life
are thos¢ who are called hawkers who are
made to pay extra money to the Inspec.
tors of thc NDMC to put up shop: on
the rondside victims are those who  arz
small transporters who are made to pay
ex'ra to 1 police constable o be able to
trave] through the areas where they are
not otherwise able to reach, and the vic-
tims are those who are not socially nc-
ceplable, the boot-leggers, who ar: made
to pay extra money to those who are the
represenlatives of the Excise Department.
They ar- the victims. Who also are  the
victims? These small contractors who
have to pay extra money to get a bil)
cleared from the office, the suppliers who
have 10 pay a cut to get their bills cleared
where they have supplied the  material.
And the area where we have scen the 10le
of black and white money together s
when some payment is made of a certain
valuable thing. The real price is -cmi-
thing and the official price is shown ns
something elee. There the paymert is in
black anl white is always made simul-
taneously,

Again, Sir, the money which is consi-
dered to be black can also be converted
into white and white can also be conver-
ted 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 rupezs from a hawker and pays five
rupees to a bootlegger to take a bottle
of liquor and if the bootleggs: buye
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a book from a book-stall for the use of his
kid, then black money becomes ullimately
white, So, this is the labyrinth ol black and
whie and white and biack that is being
witnessed 1n our daily life. But 1 would
iiks to say that the factors that are res-
ponsiole for generating black nioney in
ouar cour'ry are, as I have mzntioned,
smuggling, black market, corruption, par-
ticularly corruption at the level cf bureau-
cracy wkich is called bureacratic miscon-
duct, and also tax evasion.

I do wot want to make a very statistics-
oriznted speech but I would like to just
veproduce here the observation mads 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 ¢conomy which has affzcted the
developmznt process, which has aflected
the planned economy and which has
affecied the targets of the Government
from tims to time. So, I would like to
quote from the record the quanium 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, 1963-70 —
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. At-
tempts 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. TIn 1947 tke
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 responsi-
ble for tax evasion. In 1956 WNicholas
Kaldor was invited to make a special
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study of the situdtion and find out why
lax evasion takes place in our couatry.
In 1953 the Direct Taxes Adminisiration
Enquiry Committee was also appointed to
find out the reasons for this phenomenon
(Time-bell rings) Sir, T have done a little
home work. Kindiy allow me to speak.

THE VICE-CHAIRMAN (SHRIL
CHIMANBHAI MEHTA): To ali Mem-
bers 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, there-
fore, 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. 1 seldem

speak on the floor.

In 1968 the Committee of Departmen-
tal Officers was constituted to find out
about this problem. In 1971 tha 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 Com-
missions from lime to time you can see
it. Sir, I just want to request you kindly
to give me time to reproduce the recom-
mendations 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 con-
fidence among small tax payers. checking
undervaluation of immovable properties,
stoppage of pugree system, denial of credit
facilities to tax evaders. tightening of vigi-
lance machinery, arousing  social con-
science against tax evasion, voluntary dis-
closure schemes, Special Bearer Bonds,
etc., etc. T 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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mendations of the different Committecs
that had been made froqn time to  ume.
I take this opportunity to congratuiate
the Finance Minister who has nctuall.y
initiated introduction of the Economic
Intelligence Bureau to contain this pheﬂfr
menon, 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 undertak-
ing the Operation Ketu in unearthing the
huge black money lying in different pa.rts
of the country. I would like to tell him
that he may be having reason to feel de-
motalised because his effort is also being
criticised today by the vested interests, his
eftort is being criticised by some big news-
pupers belonging to big  houses, But T
would like to tell him that the experience
shows that this has always been in the
past. In 1974 November, when the smug-
glers were arrested, 19 smugglers were
apprehended, and black money was re-
covered, the Goverament was criiwcised.
The Government was being critizised on
the point that democracy was jeopardiscd.
Whose democracy was jeopardfsad® The
democracy of Haji Mastan., Sukur Narvain
Bakhia, Yusuf Patel was jeopardised. it
is not the democracy of the landless pea-
sants 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 commit-
ment that has been made to the people,
When I talk of the people. T do not mean
that segment of the people who are cal-
led the traders community. When T talk
of the people. T do not mean th= segment
of the population which is called the
capitalist in our country. When 1 talk
of the people, 1 do nat mean that segment
of our population which is called the
landlords and big landholders. When T
talk of the people, I mean that section of
the people who are called the weaker sec-
tions, who are called the landless peasants,
who are called the poor people, who are
called the industrial workers because these
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people are actually forming the constiju-
ency for your parly. These peopie  are
providing political support to your or-
ganisation. So. you have got your com-
mitment to that. You stick to the policy
that you have undertahen, you stick (o the
effort that you have already made.

On this occasion, I would like to nake
a few suggestions before the hon. Finance
Minister, through you, 10 take cace of cer-
lain areas while dealing with the vy
phenomenon in our country. Mav I also
request him to take care that demonetisa-
tion which really helps to contain the
black money, can also be taken into con-
sideralion? May I reugest 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
10 contain the role of the unscrupulous
traders who are actually making ihe poer
people suffer and generating black money
in the villages? May I also requast him
fo take care of Ihis factor that the morale
of our countrymen is also enhanced S0
that we do not knowingly or unknowing-
ly get into the phenomenon of black nicney
either by way of paying or by way of
taking it.

Now, T would like 1o conclude by say-
ing, by mentioning, that this js for the
first time in our country that a pragmatic
effort is being made by our hon. Prime
Minister, that a Pragmatic attempt js being
made by our hon, Prime Minister 1o con.
trol all the evils either in the social life
or in the political life or in the econcmic
life of our country in g very practical
way. There js a question today. The
question being asked by various forees
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 (Mar-
Xist), while participating in the discussion
on the textile policy, was saying that the
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policy was going ® give protection to the
capitalists and monopoly houses. I believe
that capitalist and monopoly houses teok
it to be the greatest joke of the year be-
cause 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.”
Maultinational corporations are beiny invit-
ed fo put up industries, and they are talk-
ing of principles, they are talking of so-
cialism, they are speaking against capital-
ism on the floor of this House. I am not
saying that Mr. Rajiv Gandhi is not work-
ing and striving for establishing social-
ism. But the evils which are standing in
the way of socialism are being eradicated
by him. And that is why I appreciate the
pragmatic approach that has been under-
taken by him.

] always conclude with a poem, with
a quotation, from Bengali books. Now
also T would ask your pzrmission to con-
clude my speech by quoting a few lines
from Tagore.

To describe the role that is being played
in the field of national politics, T would
like to quote from Tagores posm in
Bengali which means that “T am waiting
for the masses to be conveyed hy that
poct who has reaily identified himsell 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.,”

T have proud privilege to claim that in
Rajivii we have seen that poet I who has
been writing poems of life of reality being
in the national political arena.

With these words, I conclude.
you.

Thank

SHRI SANKAR PRASAD MITRA
(West Bengal): Mr. Vice-Chairman. Sir,
we are grateful to the Finance Minister
for creating this opportunity to sperk a
few words on the existence of b'ack eco-
nomy in this country. T do not agrec with
my Marxist friends that the Report is an
exercise in futility, It is a comprehensive
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Report. It has rightly described black
money by different names, namely, pural-
lel ¢cconomy, unaccounted economy, under-
ground economy and unreported econcomy.
The Wanchoo Committee which was pre-
sided over by Chiel Justice Wanchoo of
the Supreme Cour! had referred lo it us a
“cancerous zrowth in the country’s eco-
nomy which if not checked in time will
surely lead to ruination.” This i3 apn ‘n-
come (we call black income) which is
illegal; income which evades tax and an
income which escapes increase in rational
income estimution. 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 accep-
ted, more or less, universally is that it is
an aggregate of incomes which is taxab'e,
but nol! reported to the tax authorities.
It is well known that any falsification of
accounts leads to evasion of moie 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 »f es-
sential commodities go on increasing, the
seller in the market has no difficuity in
clearing his goods. I will give a very
simple example. We Bengalies arz known
to be fish-ea'ing 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. T 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 beiag
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 Al’s case re-
ported in 1976 Income Tax Reports at
Page 696. Various amendments to the
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Income Tax Act have been made from
tims to time to shift the burden on the
assessee.  But, perhaps, the desired resnit
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 know and [ speak trom 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 deparumsnt to lackle these evasion
cases. The courts, generally, are sympa-
thetic to Revenue, but affidavits-in-opposi-
tion. in cases of reopening of assessment,
are not carefully drawn up. On numerous

occasions, countless occasions, if | oy
say so, I had to cxamine the original
files to come to my own conclusions This

problem of accumulation has to be solv-
ed and unless this problem of icumula-
tion is effectively soived, 1 think, the ques-
tion of black money would not be effec-
tiely tackled. That is why, I am sug-
gesting to the Hon’ble the Finance Minis-
ter to change the procedure, if necessary
by amending appropriate provisions  of
law. I know that the proceedings begin
with the Income Tax Officer, From the
Income Tax Officer, it goes to he Appel-
late Assistant Commissioney. Frem
the Appellate  Assistant  Comrnissioner,
it goes to the Appellate Tribunal.
Tha Appellate Tribunal is the final
authority on facts. But thereafter,
guestions of law are refer-
red to High Courts and from High Courts,
they go to Supreme Court. Tt 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 judgs: of the
Supreme Court and from the Appellate
Tribunal, these cases should go direct to
the All India Tax Tribunal and the judge-
ment of the Tax Tribunal shall be binding
for all purposes and if necessary, the
Constitution should be amended, to say

o ‘Aspects of the Black

Economy ™ in India
that, unless the Tax Tribunal certifies the
case L0 be of substantial importance ie. a
substantial question of law has arscn con-
cermng the general public, in other words
a substantial question of law of general
public importance, an appeal to the Sup-
reme Court shall not lie, The power of the
Supreme Court to grant special leave to
appcal 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 simplifica-
tion of procedure that I am suggesting
would receive the anxious consideration of
the Hon'ble the  Finanes Minister.
With these words, [ thank you, Sir,
for giving me this oportunity of add-
ressing you today and taking part in
this wery important discussion on the
existence of black economy in our
country.

SHRI JAGESH DESAI (Maharash-
tra): Mr. Vice-Chairman, Sir, at thé
time of laying this Report on ‘: Aspects

o; the Black Economy in India”, the
Finanace Minister promised that
he wil} throw i open for
public  discusson. I am very

open for public discussion and I fake this
opportunity to say something on this Re-
port. It is a very vast report of 600
pages. In the time allotted to me, it will
not be possible for me to go irto the
details and all the aspects of this Report.
But I should say that this Report has
brought out. T would say, a White Paper—
whether one may like the facts or not; or
it may be only assumptions—on the as-
pects 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 activiiies only.
Then from the registration of immovabls
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-properties, excluding cooperative housing
spoizty propertics because they ar: not
required 10 be registered, the amount of
bluck money generated is about Rs. 3,664
crores. Then in the public szctor it you
take construction and machinery, even if
lh= assumption is 15 per cent, it cemes to
Ry, 100 crores every year. Simi'wcly in
the private sector also it comes (o aboutl
Rs. 325 crores every year. As regards
roreign trade, it comes to R=. 23,000
crorecs whether by way of export import
or by way of channe'isation through offi-
cial channel. And Rs. 7000 crores are
generated, whether it is by way »f eaport-
import or by way of illegal channels,
which means smuggling. These are the
parameters of this activity. Here the pur-
pose of discussing this Report is to suag-
aest how we can fight this evil. Sir, I
fecl that the time hus come when we have

to attempt {o fizht corruption. Black
money is generated through corruption
and corruption at all Jevels, But fortu-

nately now we have a Prime Minislcr who
is committed, who has decided, to end this
corruption. He wants to see that this
evi! ol black monzy, which is eating away
our society, is ended. This is a verv good

sign.  We have a Finunce Minisicr saowit
for his integrity and honesty and known
for his integrity and honesty and

known for his dynamism, He can fight
corruption with th& help of all of us.
Let us give him sucgesiions; Let s
give our views to him so that he can
ead this menace of black money.

SHRI JASWANT SINGH (Rajasth-
an): gy o g Fifs ?

SHRI JAGESH DESAI: 3 a-gi‘: aﬁv'a'rg
That is why 1 am coming to the subject
1 feel very strongly that a fear complex
has to be generated among all those who
are helping to evade or evading taxcs,
whether it is excise or customs cr income-
tax. There is no fear. How many  pro-
- secutions have been launched by the In-
come Tax Department? I was sucprised
to go through the figures. In 1982-83 out
- of a total assessment of 44,36,114 cases,
scrutiny assessment was done in 11,36,87C
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In how many of these
assessments penalties were levied? Only
in 31.184 cases out of 11,36,870. Only
2.74 per cent. Only in 2.74 per cenl
of the scrutiny assessments penalties

cases. scrutiny

were levied. And what is the
guantum of the concealed in-
come in these 11,36,870 scrutiny asscss-
menis? Only Rs. 16.94 crores  which

comeg on an average to Rs. 150 per
assessment. This much amourt you
would have got even in the hormal
assessment  because you will be
making a disallowance here
and there on account of conveyance
or other miscellaneous things; if the in-
comsz returned is, say, Rs. 30,000, von will
in 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 mo.w, how
many times more, would you havs gut
otherwise if there had been an efficient
and honest machinery, if the "machirery
had been tight.

As rcgards prosecutions, in  1980-81
only 200 prosecutions were launche.l; in
1981-82 only 390 prosecutions werz lanne
ched. Out of 44-0dd 14kh cases, the wm-
ber of prosecutions launched is a paltry
390, In 1982-83 there were 748 cases.
What was the reason? TIn 1980 81 only
23 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 convic'ed. 183
were let off; 29 were convicted and 31! re-
leased; in 1982-83 23 convicted and 66
released. What type o cases are
put  before the courts that oaly
very few cases end in conviction and most
of the cases are let off?

Then, I am very unhappy to nole
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 np concealed weal®™ was
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 conceal-
ment. What does this mean? Either
.there 18 somethimg wrong or there It
«co:lusion between +he industry and
:the department or these ate 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 then, what were
the penalties levied? In all these
searches anq selzures penalties were
levied only in 134 cases. I think
wherever concealment has been geen
_in the searches and seizures, there
should have been penalties levied in
‘those cases, ! am sorry to say that
out of about 8000 cases only in 134
cases penalties were levied and in
1982-83 1t was worse penalties  were
levied only in 120 cases in 1982-83.
"The +otal guantum of penalties was
1.73 in 1981-82, And, Sir, in 1981-82,
it wzas only 3.45 per cent, That means
the penalty 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 work-
ing. Only if a fear complex is there
and only when the people think that
they will be caught for concealmen%
of income gnd punishment would be
awarded after prosecution, they will
behave. Only when you launch prosccu-
tion against cettain big i2rsovs, they will
behave and only then you will see
that the results are there. But if vyou
do it in +his manner, I do not think
that you will be able tp round up
people and meet the situation,

Now. as regard the Office of the
Scttlement Commissioner, I would
like to say one thing. What is this
Settlement Commissioner doing?
After the raids and seizures take place
and after my house is raided and alter
my property is seized, T have to g0
to him, I go before the Settlement
Commissioner and then no penalty is
levied on me. After you are caught
vont go to +the Settlement Commis-
sioner, you plead your case and you
divide your incomes between some

myg ay1 fo spadsy. uo
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¥ears and no penaity is levied on you,
80, T would say that the Office of the
Settlement Commissioner should be
alolished. Let the work le 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 con-
ducted are given to him and not hose
cases where raids and -eizures have
heen conducted.

Sir, I will not take much time be-
cause I know that the time is very
much less, Bul I would now like to
€ite my own views regarding the
Suggestions made in this Reort.

As far as gemonetisation is concern-
ed, I think it will not do any good
berause we have seen that in 1948, out
of about 150 crores of rupees, only
nine crores were detected. The .ame
thing happened in 1956  Then.  with
regard to (he Voluntary Disclosure
Echeme, the results are not good.

There is gnother suggestion. They
can invest their money for certain good
nurposes like housing. etc, and they
can invest in debentures. The Gowv-
ernment will be floating debentures
and the Government would contribute
abeut a hundred crores and the sub-
scribers to the debentures will not be
asked  ac to where they got this
money from, The period of the de-
bentures may he geven to ten years
and the rate of interest will be 8 per
cent, This only means that you are
encouraging ggain 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, [ do not
think that this gort of a scheme should
be accepted by the Department be-
cause this will go completely against
the whole nation and this will again
Eenerate black money and will again
eéncourage hlack money generation.

r{‘hen‘ Sir, the second scheme is re-
lating to the black money assets like
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shares  debetnures, fixed deposits, real
estate, etc, They have suggested
something as t0 how much they have
t> pay in the year in which they de-
clare these assets. Suppose I declare
my fixed deposits to the tune of 20
lakhe 0" rupees and the interest on
that will be Rs. 2,40,000 at “he rate of
1% per cent, Tt means that I have
to pav only Rs. 1.20,000 by way of In-
come-Tax and 1 am sure that out of
about twenty jakhs of rupees, I have
lo give only Rs, 1,20,000. It means
lesa than what should be paid and <he
rate of taxation will not be more than
8 per cent. Now. if you want to give
this sort of facilities to those who
have cheated the Government, “0
tnose who have cheated the people,
T do not think that anybody will have
any confidence in the Government
machinery or in the Government it-
s2lf, And that is why I think 4hat
the suggestion that has heen given is
not worth considering. and T think
it will do more harm {(han any kind
o? advantage.

As regards corruption inh the In-
come-tax Department, even refunds
ave given after cuts, If there iz a
salaried employee and he has paid
more tlax, and if he has to take a
refund, even at that time also a 10
per cent cut is made by the Depart-

ment Iyspectors and others. We
have to see that ends, How? It is
very simple. When an assessmen

order has been passed, along with the
corder, if it has resulted in refund, re-
fund order chould be attached with
the order, If re‘und order is not
attached. that order itself should bhe
considered as not valid. (Timez Lell rings)
Tin(rs)

So many suggestions are there, 7T
will give in writing 20 the Finance
Minister. If the time allotted is over,
T will give in writing,

WitH these words, again T empha-
gize that this Report is very impor-
tant. T would like that the Depart-
ment should serutinize the report, So
far as penalties are concerned, the
onus has to be on the assessee, Now

|
|
|

f
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it ;s on the Department, It should
be on *he assessee. He has concealed
the income, He has to prove that he
has not concealed anything. At pre-
sent the onus is on the Department,
As such most of the orders are can-
celled and Government loses that in-
come.  And secondly, they again are
emboldened 4o go on amassing black
money,

With these words [, would again
like the Minister to logk intg the
whole aspecls personally. as also the

suggestiong given, and g committee
should be appointed which™ should
go intg it and give air recomimed-
dations, and with these rccommendations
von must plug all the loopholes and gear
up this machinery.

With these  words. I thank
giving me this opportunity.

you for

[The Vice-Chairman Dr. Shrimati Sarojini
Maghishi, in the Chair]

SHRI JASWANT SINGH: Madam
Vice-Chairman, this is a very important
discnssion which we are having. My diffi-
cuity is to say what I have to say in
six minutes which is the time that I have
at my disposal. T have 10 admit to two
more dliculties, The time that was avail-
able to me from the receipl of this report
a courlesy for which T am grateful to the
hon. Minister of Finance was not through
was not sufficient. for me to go througch
the entire report. and therefore 1 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 what-
ever phraseology vou choose, money. It s
like mualernitv an established fact. unlike
paternity. not questionable or open to dis-
cusston. Fhe other difficulty that [ am faced
with, and | must agree with my friend
from the treasury benches who spoke ear-
lier 1s that (he presence of this money is a
fact of life. It is a part of the existence of
all of uws. T have handled what is called
blackmoney, and T would be extremely sur-
prised if amongst the hon. Members that
now sit in this House or in the other House
some could say. ‘1 have never touched a
single tupee of unaccounted money’. That
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being the situation in which we are discus-
sing this maier, 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 acc-
eptability. This manifestation in the Indian
cconomic field is now socially so accept-
able that it is treated as the norm and
theic is. in fact. no moral, cthical or any
other kind of stricture imposed by socicty
upon its manifestation so as to restrict its
growth und o preveat it from naking
deeper inroads into our sociely. | make
this point and I appeul to the hon. Finance
Minister to reflect upon it because govern-
ance is essentially by consent,

A number of speakers on the Treaswy
Benches have spoken of the cfficacy of the
clement of fear. | would like to caution
them on over-exercising this aspect of the
-elficacy of fear. Government or govern-
ance is essentially dependent on conseut
and that consent has to be integrated to
social fabric to enable governments to
reform, to move forward or to be able
to impose the strength of their ideas on
society. Therefore. when we talk about the
prevalence of this evil and the prevalence
of this difficulty within our society, we
must recognise (hat the Government is a
part of that acceptance und the Gevern-
ment itself has also accepted the existence
of this malady in the ‘Indian econoniic
scene. Since (he Government has accep-
ted it. it has contributed to its overall so-
cial acceptance, Therefore, in order to
strike at the root of the prevalence  of
unaccounted money, we have to move to-
wards removing this acceptability and ma-
king it socially unacceptable. To make it
socially unacceptable, it is the Government
which has to set an cxample. Tt is the
question of the Government not only act-
ually doing it. bul to be positively. palpa-
bly seeming to be doing it.

SHRI KALPNATH RAI:

economy,

In a mixed

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

on Aspects of the Black
Economy in India
into the discussion of the economic phiic-
sophy ol the Government and tax reforms.
Rather than boring the hon. Finance Min-
ister about things which he must  have
heara endlessty from other Members, [
heve tried (o say things which others have
70 said. Since the Government itself has
accepted it, a larger social acceptability
ha:z been given to this malady. Because of
this acceptability, the importance of Gove-
rnment’s evample becomes more import-
ant because only in India we have an aph-
orism “Yatha Raja. Tatha Praja™. 1 will
not claborate on this point because the
time available 10 me is extremely limited.

The very first suggestion of this kind, of
setting un example, reully begins with
eicctoral 1cforms, ! hold that the <ingle
greatest contr.butor to the pervasion of a
cotrupt atmosphere, not just to the incid-
cnce of corruption, but to the pervasion of
corrupt atmosphere is an ineffective. slanted
and non-repiesentative electoral  system.
Therefore, unless the Government movss
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
mdhe a separation between the Treasury
Benches or those of us who sit on your
left. Madam-—cannot take a moral attitede
or an attitude or posture of moral attitud-
inising against unaccounted money because
we are the product of jt. We are the pro-
duct of it because the electoral system is
co shaped. is today so functioning that
none of us can reach where we have rea-
ched if our hands are not tainted by that.
unaccounted, black or whatever the word
for that money you like to say. The be-
ginming 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 ad-
opt those attitudes but our attitudes would -
be hollow. would be unconvincing because
they would be lacking in moral justifica-
tion, we would be lacking in essential mo-
ral strength of government, State or what
we try and represent. The first suggestion,
therefore, Madam, T have to make is this.
Tt is nol 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 clectoral reforms. And [ do suggest
with all seriousness that this is one of the
single greatest acts of scif-abnegation :hat

. We as holders of public office, high public

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. T his
would be the single greatest step that we
opt to reform or to reduce social accepta-
bility, we are going to strike at the root
of it. and one of the roots of it is the elec-
toral reforms,

1 will proceed further. My second recom-
‘mendation to the hon. Finance Minisier
would be that, I think, three things have
to be done. And some of this has aleeady
been repeated. So I shall not labour over it
too long. Tt is about control over public
eapenditure, coatrols as such, and corrup-
tion. 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 oct-
roi or it is the CPWD or the MES .
(time bell vings) I have taken note of it.
Tn Rajasthan. for corruption we have a
phrase and it is a currently used phrase
Now. people 4o not even say-—

The phrase is ‘suvidhi sulh.’

g 4 Ay fmagar fwAw

SHRY GHULAM RASOOIL MATTO
(Tammit and Kashmir): Meaning?

SHRI JASWANT SINGH: Convenience
fee.

§ SFaqv A @A ATAT HET

g #fws v19wqis § A" e AT

Wt A9 FE AL ATE AW
gy w1 7 wgA § fw Twaar
gfaat wer  gasr  faaw | wE
off w1w aarEr E1 ar A giEA

§ fa gfasr wer feaq &1 937
M @A A =g (fagie)

Fstaqr @& «m@ g0 & 334 FI

afgyr gex W ag Far
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st wada  fRg - T R ¥
afagr W= F I H ad s
FMEA F )

But lct me leave the aspect of corruption
by suggesting that the social acceptability
has become such that now we have a
phrase  for it in  Rajasthan We call
‘suvidha sulk’

WUH F AR AT E | AT Wi
A A1 Al § P gaw gfear aew
ifFT 0 Fsaar LAECH i N
SEAT FH FATT |

1 wouid suggest that the Minister con-
sider this aspect. 1 think, 1 have to men-
tion my nexat point which is reform of in-
direct tuxes, I have had an occasion to
mentior. this earlier to the hon. Minister
that we  welcome some of the steps that
have been taken since he presented his
Budget. T find justone fault with it. which
s a conceptual fault. And that conceptual
fault, T had an occasion (0 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 ¢t some of the patent difficulties that
he is confronted with now, he would not
have faced.

his is not the occasion for me to go in
for an elaboration of all this.

Madam, under direct taxes a loi of
Members have spoken. | wish to make two
points. T do not subscribe to the efficacy
of fear which is a point that T have had
the occasion to mention earlier. T do not
rule jt out. In India, as you know, ths re-
quirc.nent of governance, is araz igbal and
izzat., Now. in governance a government's
action must have igbal

5 BIFIT T THRIT
feafer agy wid IfET )

HY w4 A%

THE VICE-CHAIRMAN [DR. (SHRI-
MATD SAROJINI MAHISHI]: I request
1z hon, Member to conclude now.
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SHRI JASWANT SINGH: [ will con-
clude in a minute. Therefore. pleasc make
a distinction between fear and igbal. If the
citizen loses his right of izzat, if the citi-
2zen is unable to approach the Government
for araz, araz is not the same a: 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 marrow channels. Please
look at the honest tax-payers and how he
is harassed because of the over-subscrip-
tion to petty bureacratic fear-making

The second point is about the capital
gains, The sale of real estate is contri-
butory towards the generation of unaccoun-
ted money. Capital gains, the hon. Minis-
ter, left untouched, I somelimes wonder
at it.

Next about  smuggling. A number of
Members have spoken on it, [ do not wish
to fatour on it. T just want to make one
suggestion. Do not treal 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 1= being smuggled, and, now increa-
singly narcotios. (Tinte bell rings)

T have to couclude Madam. T have to
defer to your requirements. My suggestions
capnot be exhaustive, that is  patent, |
would compliment the hon. Finance Minis-
ter for giving 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 sithject.

Finally, Madam, I would like to say that
a treatment of this aspect of unaccounted
black money cannot be in isolation. It is
not a compartmental concern. I would ap-
peal to the hon. Finance Minister to treut
it as a holistic concern, It is an overall con-
c&rn which is a part of the entire national
cthees and if you wish to remove this parti-
cular aspect of national life, which is now

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

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

SHRI INDRADEEP SINHA (Bihar):
Madam Vice-Chatrman, T am sorry I have
been called upon to speak on a report of
six hundred pages in six minutes time and
thae is something which I am not capabie
of. So, I will refer only to some broad
points. Th's Repont is not the proverbial
mousz dug out of a mountain. After dig-
ging a mountain whal has been produced
is a vicious object, not an innocent crea-
ture like 2 mouse, but a very vicious crea-
ture. because it advocates a  philosophy
which will lead the country  backwards.
Now before coming to that philosophy |
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 seicntific
and the criterian  adopted for estimating
black income, are not rigorous.

500 P. M.

The est:mates are just guesses. And Dr.
Chellaia himself admits that because of
wide differences in the estimates, this com-
mittee has adopted the approach of having
a minimum estimate, 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 them-
selves admit.

Secondly, T 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. Fin-
ance Minister may kindly look at the terms
of reference at page 1 of the report.

THE VICE-CHAIRMAN [DR. (SHRI-
MAT]) SAROJINI MABISHI) : Time
allotied to the hon. Member is only five
minutes.
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SHRI INDRADEEP SINHA : So ano-
ther minute is cut, Let me  proceed as
much as T can.

Now, none of the siv  clauses 1 the
terms of reference includes any recommend-
ation aboul the policy to be puisued. [he
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 comn-
trols. becausc there is a plan, because there
is a public expenditure. The remedy is you
abolish the plan the taxes and the controls
and black  money will vanish, That is to
say: You abolish the colour white, than
the black becomes white. Such is the philo-
sophy of this report. What is the remedy
prescrided? The remedy prescribed s 10
reduce laxes, My- friend. Jaswant Singh bhas
advised the Finance  Minister how he
should have proceedeq while reducing
1axes, That would not have made any diff-
erence. Jf you reduce taxes, naturally you
crode still  further the income of the
Guvernment and the resource for the plan.
} have no time 10 go into details, but the
fact remains that our Government is al-
ready running on borrowed capital.  The
current revenues are not adcquatc' to fin-
ance the current expenditure. So, we are
mortgaging the future for running current
administration. And these wise men now
suggest : you cut down the taxes still fur-
ther, on a supposition, on the basis of
hypotbesis. which has not bcen  proved
unywhere in the world that lower taxes
wil{ lead to better tax compliance,

Titil has not happened in any countiy:
that has not happened in India; it is not
going to happen in future. So, if the taxes
are «ut, State income is reduced; naturally,
public expenditure is also reduced and the
plan is also curtailed. There is, thercfors,
a perfect free market cconomy, a free
markct economy of the 17th und 18th cen-
lury, even though the condtions which led
fhe cconomists of those days to advance
such sfogans have ceased to exist,

901 RS—9

1985 ) Public Finance & Policy 258
on ‘Aspects of the Black '
Economy in India’

We are  ncaring the end of the Twen-
tieth Century. But even now, there are peo-
ple who, instead of looking forward, arc
looking backwards. going back 0 Adam
Smith and other people of his time and
they want to drag the country back to n
philosphy of a frec market cconomv.

What will  bappen in a free  market
cconomy? No Plan or a small Plun few
taxes; no price control, thercflore, there
is no _question of profitecring; every price
is a legal pricc; every income is a legal
income. This will aggravate the social in-
equality 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 Minis-
ter talked of taking the country to the
Twenty-first Century. Qut of seven hund-
red million people, ten, twenty or forty mi}
lion will be able to cross into the Twenty-
first Century. The remainder will. perhaps,
be pushed back to the Ninetcenth Cen-
tury, But People will not tolerate it

Thercfore, what can be done? Now, T
have certain suggestions which the hon.
Finance Minister may not immediately acc-
ept, but over which the Governmant sh-
ould deeply ponder. Now, this black econ-
omy is really a global pheromenon of the
capitalist system. My friend, Mr, Nirmal
Chatlerjce, pointed out that there is more
black jocome in the U.S.A. than what hag
been established in this report for India.
There is black income in other capitalist
countrics us well.

THE VICE-CHAIRMAN [DR, (SHRI-
MATI) SAROJINI MAHISHIj : Shall 1

request the hon. Member to  conclude
now?
SHRI INDRADEEP SINHA : 1 will

take just onc minute. 1 will not ask
the Finance Minister to abolish the capi-
talist system. It is not possible for him to
do, But T would suggest a very small thing.
When Income-tax raids take place and con-
cealed 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 monopcly
houses, industries and business run by
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SHRI INDRADEEP SINHA:

monopoly concerns, whether they ure na-
tional 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, unfort-
unately, has not gone; take over the who-
lesale trade in foodgrains ang all other cs-
sential commodities to  eliminate another
source of generation of black money and,
finally, democratise the administration, put
your officers nunder popular democratic su-
pervision, so that there is democratic con-
tro! cver the administration. Our speaking
in Parliament is not enough. Tt js largely
ceremonial, Our democracy is largely cere-
monial. 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
thes: measures are not adopted and the
prescriptions which are put forward in this
ieport are going to be  adopted by tho
Government, then, 1 would only say that
our country will be in for bad days, thank
you,

ofi w+g foalte weT  (%ey §aW) ¢
ITGAT Ko7 HAGHT, § HITH HIAT
g fo wow 9@ sw uageaqe e
7T 3 we gy & AAE favr #
wRAm (a9 o ® G 40E AT
iar g, and T Agai g fu g
F§ WEN ¥ EMT T ATy @q A
Fard ® M W &1 G
T EET W F &7 A AT 39
gfy yexiar o E Al 3@ Imar Q@
myEyR 37 & W Tm ofas w0y
% fag IR Faa F7 [T SEEA
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“This malady, I am afraid, during the
Jast decade, has assumed alarming pro-
portions, The huge expenditures incurred
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by candidates and political parties have
no 1clationship to the ceiling prescribed
under the law. The candidates and their
poiitical 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 propor-
tion to the money spent. That in course
of time this triggers chain reaction lcad-
ing to corruption at various decision-
making levels, does not seem to bother
them. Similar views are expressed oy
Union Cabinet Minister Sathe in his re-
cent book.”

zafag {3 gam ag § % 3
THE FAG H ZH AR R AW
wEE Wed, TFT F O OAMER A&
T X R, (e |l wreasT
T TRAIGH 9 5 Iuh IEHIRRIT
FOARA T GAT AWT F OWT
fxar [ |

7

ZqY, AT AArg AwET S 7 ow@r
g & o=miT @ & @ WO,
AET TREIR AT AR T OWT
IET T Z ﬁvr ar=ar%m “«;rvararrarv
TET F9T § AT gt g i< Tarar
& arift AT oam F ogmr g
T WA HAT S AT IF ATHE
g @ ag s qa”r | 58 e
LR UL T cr G GG
¥ o dte ¥o Agw, 4 zrr*o #Hro
Tgo ¥, IFEN 3z w91 Fr & f&
W AW A trsﬁ?rfn% a
g #ix st wifas waen g, Taw
M H WA oF g g AT Ay
g3-a3 UFANAT, F5-93 ABAT HIT
T A AT gw i aleafae ta?r
& Sawr FEAT E ——

“Corruption is rampant in every sector
of our society. A large number of poli-
ticians and ministers are corrupt, corrupt
the public services, it has affected  the
middle ranks as well and is rnow ineff-
ecting the apex  of  our administrative
structure the All-India  Services”  Nor
does Nehru believe that this was ulways
the case but rather that we have ‘dege-
nerated, in one single  generation. from
being an homest society into a dishonest

33

one. .
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vrﬂa'r Fr W@r F AY tga”r T T
§ dar vewEEEs ¥ g
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a4,
IGF FIT & iy Iw W aEry
FW A Y |IRyT AHAG faw

Tl S A g vEw fay AAFTHATE
g AR g‘cr TFAT AT F
SRATZ |

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

'SHRI RAMESHWAR THAKUR  (Bi-
har): Madam Vice-Chairman, I, cong-
tatulete the Finance Minister for jnitiating
cortain bold measures vight from the Bud-
pet for the year 1983-86, for a long-term
fiscal policy about which a debale (is going
on at the national level and an open and
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frec discussion on the black money, thal
i, the parallel economy, in the country.

The origin of the black money, as we
ar: aware, is said to be during the Second
Worid War when we had shortages of cer-
tain essential commodities, and, therefore,
rationing was introduced and certain quotes

- and controls were introduced. It was con-
sidered to be a short-lerm 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 agri-
cultural development, for industrial deve-
lopment, with growth and development of
thc ecenomy, this disease has crept inio
the system. Various commitices have given
their figures regarding black money which
have been narrated, T would not like to take
much time. The lalest” comunittee, the re-
port of which we are discussing  today,
estimated this amount to be of the order
of Rs. 36,786 crores in 1983-84. That is
botween 18 per cent to 21 per cent, of
the gross domestic product of the country.
There are others like Guptas who have
cstimated it to be of the ofder of Rs. 46,867
crores in 1978-79 as against 3034 crare in
67-68. Nobody has given the exact figure.
Even the experts on this commitize have,
said, “It is at best an estimate bascd on
nwmnerous assemptions and approximations,
and the amount may be morc or less. It is
extremely difficult to really fix the actual
quantum of the black money.”

The causes of the bluck money, as have
been narrated by the committze and as we
are aware, are manifold. But the major
Cn. is tax-evasion as it has been going on
not only in the direct taxes alone but in the
cntire range of taxes, the indirest taxes.
the sales-tax at the State level and the
various other taxes that we have at the
Siale 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, stochs
and other forms. The moral vialugs in the
socicty h ve gone down and the siuigma that
was att2 hed to the blackmoney is not as
effective € it should be. T think inflation is

on ‘Aspects of the Black
Economy in Indie’

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

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

“

The Government has appointed various
commiticesicommissions right from the
Taxres Enquiry Committee in 1953, Irof.
N. Kalder’s proposal of 1956. the Direct
Taxes Enquiry Administration Committer
in 1958 Administrative Reforms Commis-
sion in 1969 and Direct Taxes Enquiry
Committee in 1971. These were the conrii-
tees which were directly concerned with
this black money. In fuct, they have given
many important suggestions. Now, T would
like to say how far they have been effective.
This is important. It was said that the tax
rates should be scaled down because they
were higher. Gradually tax rates have been
reduced. from time to time and our Hon-
ourable Finance Minister has taken véiy
bold and realistic sltep in advance in thae
budget of 1985. The suggestions of this
Committee so far tax reduction is conceined
have been implemented. S far as the pres-
ent tax rates arc concerned they uare rea-
sonable and ralional tax rates have been
applied, The recommendaiions of  this
Commitice rtelating the abolition of estate
duty has been implemented.

As regards demonetisation, in 1945 we
got Rs. 14397 crores anly ount of the
total notes of Rs. 1,235.93 crores in circuia-
tion. On January 16, 1978 we had high
denominations  notes of Rs. 1000:5000)
10,000 aggregated to Rs. 145.52 crores,
out of which R.B.I. got Rs. 125 crures, 56
per cent of which amounting to Rs. 70
crores were tendered by the banks aad
the Government treasuries.

Many hon. Members mentioned about
the Voluntary Disclosure Scheme. If we sce
the previous experience in 1951, it was
Jaunched with the proposition that there
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will be no penalty, On this account Rs. 71
crores was disclosed wherein we colccted

Rs. 11 crores towards taxes. In 1965 we
=0t Rs. 308 crores. Again that was modi-
tied further and we got Rs. 146 crores
wharein we collected Rs. 68 crores towards
taxes. Again in 1968 we had Voluntary
Disclosure Scheme, we got Rs. 519 croies
and the tax collected was Rs. 131 crores.
ta 1975 we got Rs. 1578 crores and the
tax collected was Rs. 241 crores towards
mcome-tax and  Rs. 7.7 crores towards
wealth tax. In 1981 we had Special Bear-
¢ Bond< Scheme wherein we have cotlect-
oA necarly Rs. 875 crores. When we  are
talking about Rs. 36,000 crores or more
tirz total realisation out of thesz measures
liive not been adequate. These are not Lhe
only measures which can serve the purposc.
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
ars loopholes in the Act. I agree Acfs ure
very comprehensive, but when we try to

» implement them we cxperience difficulties.

Yor instance, when we come to the quest-
ion of prosecution, in many matters the
case goes to the court and the coust grani
stay orders and therefore, there is necd to
sircamline further the taxation, laws and
s.mplify the procedure. Secondly, about the
survey. This is very important. 1 think,
the number of tax assessees in our country
i~ very small. Tt is not a question of only
the persons who paying tax and evading
tax, larger proportion of the population
today are we'l-off. They should be survey
within the tax net, They are not there. It
requires door to door survey as has been
suggested by the Committee as also by the
carlier Commtittees, The survey machiner?
has to be strengthened and it requires ad-
ditional staff and additional [acilities ma-
chinery that should be strengthened. With-
oui that, it is not possible. OQur coverage
will be sufficient for a large number of
' people. Those who arc out of the net, they
are evading much more tax than those
poople who arg within the net. Therefore,

it is essential that we should intensily

sarvey.

|
|
|
!
|
|
|
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Now, Sir, about the acquisition of
property. Acquisition of property, as we
are aware is one of the sources where
black money is generated in a large mea-
sure and in the past, the machinery has
not been cffective though we have (he legal
provision to acquirc a property whate 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 pro-
perty should be more effective sc 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
cflective steps in this direction but taking
into consideraton the size of the country
and also the size of the problem, the vari-
ous scctions that are involved, it may have
to be further strengthened. But more im-
portant i3 not the indiscriminate search
and seizure. Tmportant is selective one  to
make it really eflective 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 arc made, eflective arrangements
are made quick disposal is made and the
amount is realised quickly. In the past, our
experience has been that if there is any
search or seizure though a pullicity is
mads, but then for years together, we are
able to dispose of the cases and people
have 1o suffer.

Next point is about corruption in the de-
partment. Now, whatever may be the rea-
sons, w¢ 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 necds a
lot of improvement. And 1 think, it is es-
sential that we cannot have one sided ap-
proach. i.e. we should give different type
of punishment to the tax evaders but those
who are collecting the tax, if there are
black sheep, even in a small number. they
should also be brought to book and severe
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punishment given. But honest and intelli-
gent officers, who are doing commendab.c
work and who arc performing their duties
honestly, they should be rewarded pro-
perly and should be given incentives so that
they perform their duties in a much bet-
ter way, Then about the penalty, We are
having the penalties bui the penaltics are
not effective. Therefore we should levy the
penalty under the Act, wherever leviable, in
a more strict way and try to roise  the
amount. Prosecution is also a qucslion
where, as you know, the legal uud olher
problems; have to be examined prose-
cution is launched, it should be carried
out effectively and implemented so that if
has its real deterrent effect, And conviction
is equas'y important. Even a few cases of
conviction will certainly have a very salu-
tary cflect on the entire communily be-
cause it is a real social stigma. [ am sure
the hon. Finance Minister is verv keen
and concerned about it. So wherever a con-
viction is called for on merit, conviction
should be thers and no ielaxation skould
be made to anybody.

My friend here has reminded 1ae about
publicity. A good deal of publicity is re-
quired about the working of the Depart-
ment, its achievements and so on. Also
due publicity should be given in the press
about people who are indulging in genera-
tion of black money, so that it will have
a social effect on them.

THE VICE-CHAIRMAN [DR. (SHRI-
MATI) SAROJINI MAHISHI] 1 would
_request the hon. Member to conclude now.

SHRI RAMESHWAR THAKUR: A few
minutes more. We have to concenfrate 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 sales tax,
in  regard to  excise, in regard
to income-tax and other taxes
in regard to income-tax and other taxes
which are evaded. Therefore, there also we
should have a very detailed cxamination.

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

Now, suppression of gross receipls is a
major thing, We are aware how it hap-
pens, The receipts are not shown properly;”
the expenditure is shown to be mors and
the profit is shown less. This is the imodus
operandi through which this is being achi-
eved. Now we have to be very camitivus.
Already compulsory audit has been brought
by the Department, which is commencable.
It has just started th's year. If the audit
of the accounts of firms which wcre not
veguired (o be audded, is carried out eti-
cectively, T am sure it will bring additional
revenue and help to curb black n:oney.

Now, about gold and silver, we are all
aware that the Gold Control Act is there
and other regulations are there, According
lo this report, these should be eftecuvely
followed. And the Income-tax Depatiment
should be in a position to correlate them
so that we know where the goM is nvail.
able, whether the persons have becu sub-
jected 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 could be
some outlet for it. There is a suggestion ’
made by the committee that there could he
a Natiopal Fund for slum clearatee or
similar other laudable causes. Tt is worth
considering whether some such investment
can be made. On a regular basis also, L
have a suggestion. So far es the tax rates
are concerned, the hon. Minister bus 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 n many
respects. 1 personally feel that some eve-
nues should be there for investment of
savings. Saving is a “must” in the couniry
because the cycle is income, Saving. invest
ment, and generation of more income for
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taxation. So it is  essentia] that  thete
should be avenues for investment even for
the average person or an average middle-
class man. If there are honest tax-puyers
and they have to have investment, pos-ibly
the avenues for investinent should he m-
creased.

Lastly I would lihe to make two more
suggest'ons, Justice Mitra said that a Iarge
number of cases are pending before the var-
jous courts, the High Courts and thc Sup-
reme Court. It is essential now that ithere
should be a special tax courl or an ccono-
imi¢ offences court and frem thers an app-
cal should lie only to the Supreme Court.

At least in that respecithe power of the
Income-Tax Tribunal should be cnhanced
so that they gei the status of a High Court
so far as tax ca<es are concerned anl then
the further appeal should lie only {0 the
Supreme Court. :

Then there are different tax laws in dif-
ferent 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 ablc to
follow them. And as the Finance Minister
himself said there should be no amend-
ments 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 siluation like this. This has

gone on for the last three-four decades.
It is not an easy problem to solva neor can
it be solved only through tax reforms and
searches and seizures. It requires a lot of
politically strong will and support of all the
polifical leaders of the country. iires-
pective of which parly they beiong to.
Then there should be a degree of social
awareness; without sociul awareness we will
not be able to achieve the desired rsecults.
Then, if we are providing for a deterrent
punishment to those who are tax-evaders.
at the same time those who are honest tax-
payers, they should bc taken into cenfi-

[
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dence and given due respect and regaud,
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 eccnemy not
only in the administration but the cconomic
policy coupled with that, the social values
and political principles should be so in-
termingled that we are able 10 solve this
big problem soon.

SHRI PARVATHANENI UPENDRA
{Andhra Pradesh): Madam Vice-Chairman,
I am sorry (o observe that we ave
behaving like the biggest hypocrites in
this House, politicians on both sides are
the fountainheads of this nefarious aets of
generation, concealment and utilisation of
black money. I don‘t think it was necessary
for the National Tastitute of Publ'cs Fio-
ance and Policy to labour so muca znd
produce a 600-page volume to tell us that
black money is generated through tax cva-
sion, corruption and speculation. We arz
all aware of it. Similarly, we arz also
aware how this black money is concesaled
in real estate, in gold. in stocks, anl, asg
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 bonoucable
Members has mentioned that this black
money or unaccounted for money is to the
extent of Rs. 38,000 crores und every year
18 to 21 per cent of the national income
goes behind the curtain. That itself indi~
cates 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 controi this excapt
trying to cajole them and giving them un
opportunity to {urn the black money into
white? We lack the wilf and determination
to tackle this problem atr the poliiical level
because we have been patronised by them
and we have been patronising them aund
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we pretend as if we do not kmow these
people. If you want to have a look a' them,
you will ‘see them during the daytime in the
corridors of power and during the night
time they are in the S-Star hotels and guest
houses entertaining the Ministers, MPs and
senior officals. Why should we pretend that
we do no know them? We know cvery one
of them. You should have the will and de-
termination to curb this evil. If you huve
the determination and will, you can do it
in a year. But it should not take 38 years
to do this. 1 would go further and say that
if the honourable Finance Minister or the
Prime Minister is serious about it, they con
siill do this and they will definitely get our
co-operation.

Why are we patronising them? It iy ba-
cause we need funds and we spent a lot
of money in elections and we co'lect Tunds.
But we do not collect funds through
cheques; we collect funds in cash ov'y Are
you prepared {o 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 cusk, if

not altogether avoid collection of funde. -

We are prepared for the electoral reforms.
But why ‘are you delaying these elecloral
reforms? There has been a suggestion that
the State should bear the e'ection espenses.
a part of the election expenves,
to reduce the influence of money pores In
the elections. Why arc you not implement-
ing this? That itself shows that you have
no determination or will to conirol this
evil. C o Nelgrgl

[The Deputy Charrman i1 the Chair}

There is no point in discussing in {his
House for hours together as to how to curb
b'ack 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. TIn this
connection, I would like to offer o few
suggestions for the benefit of the Finunce
Minister if he cares to solve this proklem.
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One suggestion is, as one of ths honaowr-
able Members suggested, that wc should
think of introducing an Expenditure Tax
to curb conspicuous consumption und con-
spicuous spending. The second suggestion
is, as has already been mentioned, there,
should be some conuol over the election
expenditure and the State should bear 2
part of the e'ection expenditure. Of course,
some people mentioned about demonetisa- =
tion. But I do not think that it will be
effective unless you do it in a pariculas
manner. T 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
scizures in the houses of business peopl:
and other people suspected of hoarding
black money. Not only therc
should  be more raids, but also
there should be more publicity given
to such raids and seizures. Also,
there should be & watch kept on thc
vulnerable departments and this must
be intensified to find out who arc
the officials colluding with these peo-
ple.

Then, Madam, 1 also feel that stamp
duty and registration charges for tiunsfer
of real estate from one to another
must also be increased steeply and
we should trv to find out who exactly
is indulging in concecalment of black
money through real estate property.
Also, a  walch 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 musi  be
streamlined. The banking gperations
also must be streamlined to find out
fictitious accounts. You can easily do
it by periodically checking these ac-
counts and you can easily find oul
the peoplé who a1e maintaining such
fictitious accounts in the banks. Also.
Madam, the Government's policy ro-
garding giving loans against stocks

and the financial institution: aiding
some industrics whech ultiimately 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 people
who are keeping a watch on  what
Mr. Advani is doing or on what Mr.
Upendra iy doing or on what Mr.
Gurupadaswamy is doing....

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

SHRI PRAVATHANENI UPENDKA:
...... and are reporting on people on
theiy activities. This is not what you
neced to do. 1 feel that you must have
@ Financial Intelligence  set-up or
Economic Intelligence set-up, an army

- of such people, to curb this crime and
similar other cconomic crimes. So.
you must strengthen your financial
intelligence machinery also.

Madam, I do not want to take more
timg than what is alloted to me. Bul
1 would conclude by saying that so fur you
Jucked the determination and the will to
curb this evil and, if you show thai deter-
mination and will, we ar¢ with you.

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

DR. SHYAM SUNDAR MOHAPA.
TRA (Orissa); Madam Deputy Chair-
man, this is a subjec, which we have
heen debating, God alone knows for
how many years. MPs. have come
and gone; but the black money has
increased fromm Rs. 240 crores in the
carly part of our Independence to
aboui Rs, 50,000 crores.

My. Minister, you may be the youn-
gest 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
potalo crisis the whole country was
taken to ransom by lhe blackmar-
keteers.
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Madam Deputy Chairman, ous Prime
Minister has assured the country to
give g clean Government. The words
"Mr. Clean” came from a British jou-
rnalist when Mr. Rajiv Gandhi visi-
ted. . ..., (Interruption)

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

DR. SHYAM SUNDER MOHAPA-
TRA: 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 Chairmayp, 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, whe-
ther hydel or thermal—in all the
international dealg 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 goss 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 tq Switzer-
land.

SHR] VISHWANATH PRATAP
SINGH: 1 strongly refute this alle-
gation.

DR. SHYAM SUNDAR MCHAPA-
TRA: All richt, I will withdraw it
1 was making a reference to  thr
fact that money is in Switzerland
Many pcrsons don’'t know it.

Now, Madam, Mrs. Gandhi told herc
when we were debating the Antulay
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affair that corruption hag 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 {o give them orders. The
question is that black money is ge-
nerated. Think about the cinema
stars. Mr. Prem Bhatia has written
in the Tribune that a large part of
the black varicty is moncy thay sus-
-tains the multi-crores cinema indus-
iry. We know the cinema stars who
charge Rs. 30 lakhs, Rs. 40 lakhs or
Rs. 50 lakhs—supcrstars—who  built

houses in Vasant Bihar, Golf Links °

and other places. Who are they? Some-
one is going to buy Maiden’s Hotel.
But they show only Rs. 2 lakhs, Rs.
3 lakhs or Rs. 4 lakhs— the Direc-
tors, the producers, the photographers
who charge huge money from the
financers. Nothing recorded. How
can you stop generation of black mo-
ney? Probably the whole polity has
‘become corrupt. We have hecome ac-
customed to a way of life. Benjamin
Franklin, when he was asked about
corruption, said: there ig nothing cer-
tain in this world except death and
taxes. And he told the tax collee-
tors: it is very, very difficult to catch
tax evaders. What T want to say s
that corruption is writ large cvery-
where. You have appointed a Com-
mission of Inquiry against Bhajan
Lal. There is going to be another in-
quiry against Dada Patil. It should
not be that when it suits we do some-
thing, and when it suits wec push
them out. Why should they be hau-
led up? What have they done? They
were holding very high positions.
They are holding high positions. The
.question is, -it is the body polilic. In
Bombay, when I go to Bomhay I see
skyscrappers at the Nariman point, in
Cuffe Parade, on Reclamation and
everywhere. For every annual fec

on ‘Aspects of the Black
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they charge lakhs and crores. T went
to Hong Kong. Hira Lal, the Indian
businessman who maintains dozens of
Rolls Royce has money from Indians
who put it there. Not only one, but
there may be many Hiralals in diffe-
rent parts of the world who are gel-
ting our money. The Finance Minis-
ter has no access lo  Switzerland
banks. But he can find out that cro-
res or millions arc going out of In-
dia.

I have a °'Sunday’ with me. it: Iatest
1ssue, where there is a write-up aga-
inst the Orissa Chief Minister that he
has money in Switzerland. 1 don't be-
lieve it. He is a very good {riend 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 sever days’

time to issue a rcjoinder. Once does
noi need a week’s time {g issuc a re-
joinder when somebody says that the
Chief Minister went to Zurick. Now
Zurich is the place where the account
is operated. He weng there because
he wanted to enter into an agtrece-
ment wilh an Austrian company. Yor
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 ecither
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 cmineni Chief
Ministers of the country.

How is this black money genera-
ied? Tirubhai Ammani got clearance
of about 800 crores of rupecs in 8
months’ time. It came out in Sunday,
in TIndia Today and everywhere. T
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 nol that pcople zt the
lower levels are corrupt. Mr. Bhatt
has said a little while ago that toma-
toes are sclling at Rs. 10 a kilo, brin-
jal, which 1 like very much, at. Rs.
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10 a Lilo. kaddoo at Rs. 7 a Kilo,
fauki 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
be taking Rs. 5 or Rs. 7 to grease
his palm. But people who conclude
the Jen's, people who conclude the con-
1racts, people at the top who allow corrup-
tion to percolate to the lowest level
are the people whom you have to
caich. Then only you can give &
clean Government and the whole
country will be obliged to the Prime
Minister. If he wants to clean the
socicly of this rubbish, he has to
take strong mecasures. It is not that
you take strong measurcs when it
suits you and do not take strong mca-

sures when it does noy suit  you.
Thank you, Madam.
SHRI VISHWANATH PRATAY

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 cconomy is an organic thing.
1t is in this perspective that we can
approach the problem and attack it.

Shri Nirmal Chatterjec mentioned
the phrase ‘damp squib’ many limes.
He used this phrase so many times
that he even damped his speech by
this ‘damp squib’. Somchow he has
admitied today and that was a great
rvevelation for us that every economy
is a mixed cconomy from the U.S.A.
‘4o the U.S.S.R. In fact, we cannot di-
. vest any such discussion {rom general
considerations  also. But T will not
2o into those details be-
cause that will take too much of
because that will take too much of
time. Therefore. I confine myscdf to
the concrele suggestions. While we
approach lhese 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
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is socialistic goodneces as well as capi-
talist greed. We think it is mixed
human conduct and hchavior and it
is not a single variable behavior but
that it has multiple variables by
which it is motivated. So, our ap-
proach to it has also to be multifold.

Therce was the advocacy that fear
clement should not be used. Certain-
ly we cannot perpctually have a

so-
_cicty based on fear psychosis. But
if greed is one element of human na-

ture 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 byt we cannot
do it totally. At the same time therc
is goodness. We have made some
attempt to have a reasonable sort of
structure. So, we have tp 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  admini-
strative measures. When we come
to any tax proposals, changes or re-
form or bringing it up oy bringing
it down, many other issues {han the
mere black money are there. Taxes
are lowered not because thesole pur-
pose of it is to do away with  black
money or deal with black money.
That can he one element, There is
also an element of having a tax strue-
ture that will be conducive to growth.
There is also an element of nced of
revenues for public spending. And
Indradecp Sinhaji raised a very per-
tinent 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 {o the private sector.
and where you fix the equilibrium.

In & mixed economy, you cannc' put
it al one extreme or the other. And
it i a relevant poini because if we

reform, where there is any loss of
revenue, immediately  comes
blem of what vou are going to do for
yvour public spending, for governmen-
tal  spending. So the policy-makess
have to strike a balance beccause we

have a mixed cconomy. We have

the pro- .

a
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public secior; we are committed to
it. We need resources for develop-
ment, We need resources to give !0
the poorcst section. We have to raise
taxes. We canno; absolutely go on
for total reform irrespective of it
So, it is that we have to sirike va-
rious delicate halance. There wmay
be disagreement. But in our light wg
are not going either to this extremc
or that extreme, but we are (lrying
to strike a balance, and that is how
we are {rying,

One of the rccommendations of
this report is the general reduction of
taxes. And Shri Nirmal Chatterjee
also conceded that if you have 10U
pep cent tax rate, there will be higher
tendency for tax cvasion. 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, ([#-
terruptions)  generally  speaking, and
that is how we  brought it. We

think that this is the level where it
ig reasonable. At the same time, we
“will take care of our need for public
expenditure. When we think of pub-
lic  expenditure- and governmental
spending, we have also to rely on
growth. Buoyancy is an important
factor for any tax management, And
if we have buoyancy on the one hand
and on the other plugging the loopho-
les for evasion and a firm implomenta-
tion, then even with lower taxes, we
can raise the rcvenues to fund deve-
lopment. And that is what the basic
strategy is. We think that there
should be growth. By plugzing the
toopholes of evasion and having
a tougher implementation, the mop-
ping up is more of revenuc income.
Then, Sri Jaswan+ 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, I 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 T

on ‘Aspects of the Black
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will not save my skin even if it comes
to criticism. If that is the correct

thing  certainly 1 am open fo sugges-
tions. But for criticism’s sake, T 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 comec down and the effect
of this is that in fact how much  of
the industries are saying, do not do
away with this capital investment al-
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 effe-
ctive tax that countis, and if we take
away the exemptions we have not
much lowered the tax that way If
you see the composition of tax what

happens in g high rate tax? Who gives

mainly the tax? Your salaried class
or public sector. Sizable portion of
the corporate sector taxes thay we
co'lect, maybe half or maybe a little
more than half, comes from the cor-
porate scctor. By raising rates only
you hit the salaried eclass and also
the public sector. In fact those vou
should hit are thosc who are evading
it. Make it tough for them. Then only

- you are catching hold of the evaders

and contributing to the kity.

The other recommendation in this
report is that all these articles where
there is smugglirig, is because the
costs are high. We should try to
reduce the costs and where there is
the role of the duties, we should try
to reduce the duty. Well, but this
is not the total remedy to my per-
ceptions. Some, it can take care of.
But then comes the revenue conside-
ration. - After all, this gives us the
revenue. Between  revenue and re-
form sometimes there is some coaflict
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 ele-

ment {o be faced. Bu+t more so is
the structural nature of the industry
itself which is making i+ high cost.
Now, the tax, if it is 30 per cenf, hy
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the poorcst section. We have to raise
taxes. We canno; absolutely go on
for total reform irrespective of it
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be disagreement. But in our light wg
are not going either to this extremc
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to strike a balance, and that is how
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this report is the general reduction of
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also conceded that if you have 10U
pep cent tax rate, there will be higher
tendency for tax cvasion. Certainly,
if you bring it to zero, then there is
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between we have to find the answer,
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that is how we  brought it. We

think that this is the level where it
ig reasonable. At the same time, we
“will take care of our need for public
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growth. Buoyancy is an important
factor for any tax management, And
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and on the other plugging the loopho-
les for evasion and a firm implomenta-
tion, then even with lower taxes, we
can raise the rcvenues to fund deve-
lopment. And that is what the basic
strategy is. We think that there
should be growth. By plugzing the
toopholes of evasion and having
a tougher implementation, the mop-
ping up is more of revenuc income.
Then, Sri Jaswan+ 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, I 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 T

on ‘Aspects of the Black
Economy in Indig’

will not save my skin even if it comes
to criticism. If that is the correct

thing  certainly 1 am open fo sugges-
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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
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of this is that in fact how much  of
the industries are saying, do not do
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lowering the tax rate. It is the effe-
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away the exemptions we have not
much lowered the tax that way If
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co'lect, maybe half or maybe a little
more than half, comes from the cor-
porate scctor. By raising rates only
you hit the salaried eclass and also
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should hit are thosc who are evading
it. Make it tough for them. Then only
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The other recommendation in this
report is that all these articles where
there is smugglirig, is because the
costs are high. We should try to
reduce the costs and where there is
the role of the duties, we should try
to reduce the duty. Well, but this
is not the total remedy to my per-
ceptions. Some, it can take care of.
But then comes the revenue conside-
ration. - After all, this gives us the
revenue. Between  revenue and re-
form sometimes there is some coaflict
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 ele-
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chenging 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 cost it
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 o013 to
the consumer. And, if they arec not
passed, there is no rationale for piving
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
varictiecs 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
cconomic 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 quoia sys-
tem is causing lot of black money.
While physical controls will he 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  sitling
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 ccono-
my, we cannot give up the steering
wheel of the economy; the mechanism
{o steer it would be non-discretionary
controls through customs tariff, thro-
ugh credit policies, through institutio-
nal  finance, landing priorities. 1
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

will
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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 palicy
by September end and the indirect
tax reform exercise we want fo  |bring
at the next budgeting. These  things
we can do earlier also if we c¢an and
we shall not wait till the next budget,
and ihe 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 unli-
mited protection because if  somebody
is inefficient, the whole economy pays
for 14 and we cannot protect an
inefficient unit just because it s
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 Ji, Shri Hukmdeo
Narayan Yadav when he spoke right
in the heginning and Jaswant Singh
Ji also and many other Members men-
tioned about the role of election ex-
penses. And this report has come
down upon it, I think this is a natio-
nal 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 big
money or otherwise. I am not mak-
ing charges this way or that way but
1 think this is a serious mattep gver
which as a nation we a'l—anl  the
political parties—should put our heads
together and devise means as to how
we can make electioneering indepen-
dent of it. One measure, of course,
the Government has taken at the in-
itiative of our Prime Minister, is of
making donations by companies pub-
lic and open. About expenses, it is
not casy 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
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recommendation about integrily of
senior officials c¢tc. I think this s
right. Wherever there is corruplion,
it must be fought and we are not soft
on it. Already, I am given to under-
stand that many Government servants
have been arrested; about 9 officers
were arrcsted already in this  year.
But to taint c¢veryone would not  be
fair becausc these very officers, if
you consider, within these ¢ 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
ovening, afler this debate, T am go-
ing to reward those officers who havg
done it. I know, many of them have
endangered their life in the process.
Where it is their due, we muit paf
them and where there is corruption,
certainly, there is no question of par-
doning them. As you know, recently,
these officers have conducted two op-
erations, KETU and KALIL. The very
name connotes what we intend to do
and results have been there. Several
crores of foreign  exchangc dealings,
illegal dealings, diversion to prohibi-
ted destinations like South Africa, the
raid on the tin industry people here;
all  these have yielded results. These
very officers have done it. There-
fore, let us not paint everybody  with
the same brush. While hon. Members
are giving all support, some newspapars
have taken to aftacking these very raids
and we are seeing write-ups in the news-
papers. But certainly, any amount of these
write-ups for editorials would nat 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, =

- policy of declaration of wealth and
a certain amount of taxation. I have
already said that the Government
is not thinkine of anythine like the bearer
bond type. This is a recommendatisn, not
from the Government, but from an insti-

on Aspectg of the Black

Economy in India’
tute, In this connection, Mr. Chaticrjce
mentioned about Acharya and some refe-
rence to IMFE. I think, this is not fair, ¥
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 ir this
matter, I will not say anything on this.
Members have expressed their opinion.
The very purpose of this debate is to elicit
opinian. After having elicited the opinion.
we have to evaluate it and then come fo
a decision.

Then, there is a suggestion about train-
ing. We are thinking about this. We bavc
started some programme on this, Sireng-
thening of staff. We are thinking of. In
‘some cases, we have increased., In somz2

other cases, we are going to increase.
Then, about -door to door survey.
Mr, Thakur mentioned about this. 1!
think, this is one thing which is very

necessaty if we have to take care cf those
who are escaping the tax net. We ure going
to establish an economic intelligence wing.
Shri Upendra mentioned about ihat, This
will be integrated. There are various agen-
cies in the Finance Ministry, But there is
no nodal point to coordinate all these. This
economic intelligence wing will coordinate
everything and will go into these mziters.
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 c¢xample,
searches. Only today. I had a meeting with
the Income-tax Comimissioner. 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 thing is shifte:d.
Similarly, when a seizure is made, there is
soms time lapse. We are going inlo all
these things and we will be bringing in tax
reforms, (o take care of these weaknesses,
to remove these weaknesses and to stren-
gthen the law. We will come before the
House. Mr. Jagesh Desai has  said, wc
should use a little stronger hand. Under
the present law, we have to prove mens rea,
not only the evasion but the intestion to
evade. The recommeandation ‘s that the



289 Announcement r;e
Allgcation of time

very. act of evasion should be punishable
and the onus should be on the person who
is ‘evading the tax to prove -his  inno-
cence. I think there is much substance in
this recommendation. I cannot immediately
cemmif the Government but I do think
there is a lot of force in this and it is worth
woing into. - '

About special couris, we did meation in
the Budget that special courts will he esta-
blished, « Two have been established in
Delhi. Other State Governments also have
established. Some had it earlier. For others
the Law Ministry has written to the High
Courls and the Chief Ministers to establish
these courts. But 1 am not fully satisfied
with the present arrangement. There is the
suggestion of  Justice Miu:a and  Shri
Thakur about a tax iribunal or a bench
in the Supremie Cowrt or the High Courts
or u sepatale tribunal to deal with this. I
think- we will certainly go into it and
examine this suggestion, it has some very
positive aspects.

inally, of cowmse, many Members said
ihat we lave o search our own hearts. [
think we cannol contest this  suggestion
because anything that has to start has to
start with us also. 1l cunnot have exemp-
tions anywhere. The main thing connegted
with this is the will to do it and also the
moral sanction to do it. 1 think for this
«no laws can be made, but whatever laws
arc there, we have to make them appli-
cable to ourselves also, The law will take
care of evéryone, that is a differen: 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 expenditu.e does
go into unaccounted money or generally,
it is in-the context of genmeral manage-
ment: We are doing an exercise, where
therc 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
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consultancy which is now redundant, There
are some directorates or some multiplying
the officials also. Thers is the addidon of
so muchk work. There is the addition of so
and we will be bringing legislations
for trimming up the expenditure. What. is
necessary is that it must go to the develop-
mental side, to the people, rather than just
the expeaditure on service. So, we are do-

- ing this exercise.

Just because 'this is a report, the debate
was mainly to elicit opinion. | think it hag
been véry useful and I am thankful to the
hon, Members. When we come (o a final
decision, perhaps we will have another de-
bate on it.

Thank you.

——

ANNOUNCEMENT RE. ALLOCATION
OF. TIME FOR LEGISLATIVE BUSI-
NESS

THE DEPUTY CHAIRMAN: I bave to
inform Membhers that the Business Advisory
Committee at its meeting held today, -the
14th August, 1985, allotted time for Gov-
ernment Legislative Business as follows:

———— - -

Business Time Allotted .

e

1. Consideration and passing of 2 hrs.
lhe Aurovillc (Emergency Provi-
sions) Amendrent Bill, 1985.

5 I

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

. Consideration and passing of 4 brs.
the Fssential Services Mainte-
nance (Amendment) Bill’ 1985,
as passed by Lok Sabha.

————

The House is adjourned till {1 o’clock
on Friday.

(72

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



