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THE   TAXATION     LAWS   (AMEND-
MENT)  BILL, 1978 
THE MINISTER OF FINANCE (SHRI H. 

M. PATEL): Mr. Deputy Chairman, I beg to 
move:— 

"That the Bill further to amend the 
Income-tax Act, 1961 and the Wealth-tax 
Act, 1957, as passed by the Lok Sabha, be 
taken into consideration." 

This   short     and    simple   Bill    has 
limited   objectives.    These   objectives are   to   
exempt   certain   categories   of income   
derived   by   political   parties from   income-
tax  and  to  exempt the value of their assets 
from the wealth-tax.   The  Bill  also  provides 
for    the disallowance  in   the computation     
of taxable    profits    of    the expenditure 
incurred by tax-payers on advertisements   in   
souvenirs,   brochures      and the like published 
by political parties. Folitical parties are 
necessary in any democratic   set-up.    It   is   
also       an accepted    fact    of  life  that  
political parties  have    to  spend    
considerable sums of money for carrying on 
their political     activities.      Taxation       of 
political     parties,   however,     reduces their  
disposable  funds    thereby    adversely  
affecting    their    rapacity    to finance.    In   
keeping  iwith   our   commitment     to     help     
and     strengthen democratic     traditions,     it     
is     proposed     to    exempt    income    
derived by political parties from certain  legi-
timate     sources,   namely,   income    by way   
of   voluntary   contributions,   income   
chargeable    under    the     head 'interest   on   
securities',   income   from house   property      
and   income     from other   sources.     The   
effect   of   these p*rovisions will be that 
besides income toy  way  of    voluntary    
contributions income  derived    by    political  
parties from their investment in movable and 
immovable properties will be exempt from 
income tax. 
-THE     VICE-CHAIRMAN        (SHRI 
NIZAM-UD-DIN)  in the Chair. 

Political parties are not expected to engagp 
themselves in business of commercial 
activities. Income derived by tiolitical parties 
from such activities, therefore, stands on a 
different footing. 

The Bill,, therefore, does not provide-any 
exemption in respect of commercial venture and 
such income will continue to be chargeable to 
income tax. Act.    With  a  view  to   ensuring  
that political     parties     keep     a     proper 
account    of    their    income    and    ex-
penditure,     the     Bill     provide    that the    
exemptions    from    income    tax under   the   
new   provisions   will   not be allowed unless 
the politial parties-maintain    proper    books of    
ac:oint, records  the  name   and  address       oE 
every person who has made a voluntary   
contribution      of      more    thai* Rs. 10,000'- 
at a time and the account* of the political parties 
are audited by a  Chartered      Accountant      or 
otHer" qualified   auditor.        Every    political 
party    will be required  to furnish a return of 
income if the total  income of the party as 
computed, taking into account    the  exemption  
under       the new provision, exceeds the 
maximum amount  not    chargeable    to    
income-tax.    One  of  the main  objectives  of 
wealth  tax  is  to  reduce  disparity ft* personal 
incomes and wealth.    As this consideration  
doe3 not  apply to political    parties,    the    Bill 
also seeks tt*> exempt  political parties  from  
wealth tax. In order to ensure that the proposed 
exemption from the income I and wealth tax is 
allowed only in the case  of  genuine  political  
parties,  the* Bill provides that this  provision 
wilt apply only in    the  case  of    political 
parties which are registered or deemed to  be  
registered^   with    the  Election? Commission 
of India under the Election  Symbols  
(Reservation  and Allotment) Order, 1965.    
The contributions: for  advertisements  in  
souvenirs published by political parties are 
e°neral-ly   not   made   on   considerations       
of business expediencv.    Thc^ are really in  th"  
naturo   of  disguised   donations' made  with  
the    objective  of  circumventing tbe ban on 
company donations' and also for obtaining the 
tax advantage bv claiming deduction  in  
respect' of such expenditure in the computation   
of  taxable   orofits.     In   order   to-remove  
this  lacuna,  the  Bill  provdesr that the 
expenditure incurred by the" tax-payer  for  
advertisement  in    any 



263 Taxation Laws [ RAJYA  SABHA ]       (Amdt.) Bill, 1978       264 

[Shri H. M. Patel] 

.souvenir, brochure, pamphlet or any •other 
publication of the similar ;nature published by 
political parties -will not be deducted in 
computing taxable profits. 

Sir, this is a simple and non-controversial 
Bill. I hope that it will xeceive the full support 
of the House. 

The question was proposed. 
SHRI N. K. P. SALVE (Maharashtra): Mr. 

Vice-Chairman, as I rise to speak on the 
Taxation Laws (Amend-jnent) Bill, 1978, I 
must make it clear that I am not in agreement 
with the Finance Minister when he said either 
in this House or possibly in the other House 
that this ig a non-controversial "Bill. This is 
not, according to me. a very innocuous 
measure as the Finance Minister would want us 
to beHeve. Apart from the fact that several 
provisions are such as would be counter-
productive to the very objects and reasons, the 
entire provisions of the Bill and the entire 
scheme, as I shall point out section after 
■section, are upside down and topsyturvy and 
will not conduce to what he has made out in 
the objects of the "Bill and what he hag just 
n°w said. To start with, four types of incomes 
■are allowed exemption from Income-"Tax 
and Wealth Tax of those political parties 
which are registerd with the Election 
Commission. Now,, the four types of incomes, 
confining myself to Income-Tax law, are in-
comes received by such political parties by 
way of income from securities, income from 
house properties, income from other sources 
and income from voluntary contributions. 
There is no -ceiling on ,them. If a political 
party has large properties, movable and 
immovable*, and is making large amounts of 
income, then there is no ceiling on it. It can 
build massive 'houses and large shopping 
complexes; it can acquire any amount of 
shares :it wants; and it can have large hold-
;ing«3 of securities and all that income, 
•without any ceiling thereon, is exempted. 
Voluntary contributions have :also besn 
exempted.     I do not know 

whoevjer told the Finance Minister, an able 
man that he is), that if he did not exempt 
voluntary contributions, they would be jtaxed. 
Voluntary contributions are, as it is, not with 
in the charge of the taxes. Nowhere in the 
world is any political party or any institution 
or any trust, except for the limited purpose of 
section 244(A)(2)(a) and section 12 under 
which voluntary contributions are considered 
as incomes of the* trust under sections 11 and 
13, is deemed to treat voluntary contributions 
as income and political parties are not covered 
by sections 11 and 13. Nowhere in the world 
are voluntary donations or voluntary 
contributions considered as income. How can 
a gift ever be considered as income? Be that 
as it may, you have put it here that voluntary 
contributions received by a political party are 
also to be exempted and, for .this purpose, 
you have stated that the taxation of their 
income, however, reduces their disposable 
funds thereby adversely affecting their 
capacity to finance their activities from 
legitimate sources of income. Now, I ask the 
Finance Minister; What are the legitimate 
sources of income of a political party? Having 
large immovable property is a legitimate 
source of income? Acquiring a large number 
of shares is a legitimate source of income? 

PROF. RAMLAL PARIKH (Gujarat) : 
What is wrong in that? 

SHRI N. K. P. SALVE: You have large 
assets, huge assets, and that is why you will 
not see anything in it. For a rich party, Sir, 
there is nothing wrong in it. There is nothing 
wrontJ in it if you have large assets. (Inter-
ruption). Please sit down and listen to me. 
Please listen to what I have to say on this. 
Please try to understand what I have to say. If 
there is nothing wrong in it, what is wrong in 
a political, party taking out a brouchure and 
taking business advertisements in it? And 
what is wrong in a person giving such 
business advertisements showing i$t as the 
business expenditure? When any institution   
or   any   other   charitable 



.   265 Taxation Laws [ 1 AUG.  19781 (Amdt.) Bill, 1978 z6& 

organisation or any other person takes out  a    
brouchure,    who  or which  is entitled to take 
out such a brouchure, to take oujt such a 
souvenir, any advertisement inserted in the 
souvenir, would be an allowable deduction and 
payments  for  such  an  advertisement would   
be   allowed   deduction.      But the   political   
party   is   discriminated against.    Does that 
not constitute    a legitimate income?     
Holding of large houses   constitutes   a   
legitimate    income?       Holding     of   
movable    and immovable properties is    the    
source of legitimate income?    Is it the legi-
timate source of income of a political parity?    
I ask you this.    Is holding of shares     a     
legitimate   activity   of    a political party?    
And, Sir, there is no ceiling also on that.   You 
can have an income   of  twenty  crores  from  
dividend   and   that   is   entirely     exempt. 
But   if   you   have  twenty     thousand rupees 
by way of income from souvenirs, ithen,  the 
man who pays this twenty thousand rupees is 
not going to get amy deduction for it at all! The 
rationale behind this I cannot understand at all.    
That is why I say that the whole scheme is 
topsy-tturvy.    If the people who  give their 
advertisements are not to be allowed deduction     
in     incomes,     then,     Sir,—the Finance 
Minister  would know better •than   all   af   
us—.no     advertisements would   be   ccming    
to    the   political parties and  a very vital and 
important source would be lost.    After all, a   
lot   of     litigation   is  there   in   the different  
High     Courts   and  different High Courts 
have held that advertisements given in the 
souvenirs of    the political parties constitute a 
legitimate business expense wholly and    ex-
clusively for purposes of business and if they 
are not wholly and exclusively for purposes of 
business, but motivated by considerations 
cfther than that of business, if they are 
motivated by considerations  of  a  political  
interest, then under section 37 itself they will 
be disallowed.    You need     come    to this at 
all.   I put it through you, Sir, to the Finance 
Minister that    an expenditure    incurred,  
whether  advertisement   or   any   other   
expenditure, which is not motivated for 
business, 

wholly  or    exclusively  for   business; 
purpose,   would  be  allowed  straightway 
under the existing law.   Why are you making 
this law itself?   This will' do  only one thing:     
The richer will' become more rich and those on   
the-periphery who  want !to find  out the-
avenues  will  be muzzled  from  finding out 
avenues.   You are exempting: something in 
their hands.    Contributions are already exempt.   
Your magnanimity was not  needed for volun. ' 
tary contributions; as I have already said|,   they   
are   already   exempt.     If' you want authority, 
I have any number   of  authorities   for  that   
purpose. The point for consideration is that if 
you   were   indeed   motivated   in   this Bill by 
making available in the hands of political  
parties  larger funds    by activities   which   
were   legitimate   in' their hands by sources, 
which sources were  valid    in  their  hands,  
then    I am   unable   to  understand   why  you; 
are  inserting  this clause  2B.  Sir,      I have  
had  the    privilege  of  working' with  the  
Finance   Minister  when  he was a private 
Member.    He was one' man I found who never 
wanted    any provisions that would put other 
private  morality  or  public   morality  to a test, 
which will jusrt collapse under a  pressure.    
This is a sort    of provision,   this   sort   of      
enactment,     this' sort  of prohibition, you are 
bringing" in, where you say that you are bring-
ing  these   provisions     because     they are in 
the nature of disguised donations made  with  
the twin  object  of circumventing   ban   on   
company  donations   and   for   securing  
deductions in the computation of taxable profit. 
May I know: Is there any ban on non-company 
assessees from giving advertisements,  because 
once upon  a time the view was taken, utterly 
erroneous view,  Jthat   an   advertisement     
given in  a  souvenir    taken  by  a  political 
party  was  the   same   as  contribution given 
by a company or by any asses-see.    These are 
naturally two different   concepts.     
Advertisement   is    art expenditure    wholly  
and  exclusively for purposes of business.    The 
Bombay Hig'h Court in a judgement clearly  
laid  down    that  these  advertisements   and   
even    contributions  thall 
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Slave  been laid  down  are  absolutely walid, 
provided you disclose them in your  profit  and  
loss account.    When :;my party banned company 
donations, I called it  a    measure  of hypocrisy. ' 
When you bring forward this sort of measure    
specially  by  this    Finance Minister,   I    would  
call  it  sanctimo-.Tiious humbug, because this is 
opposed to his conscience and it is opposed to 
what he has preached all his life, and -utterly 
untenable for all thait   he said ;^11 these days.    
My submission,    Sir, is: Whatever may be your 
justification :for  exempting  interest  on  
securities, ■whatever  may   be   your   
justification 'for exempting     income    from 
house property, whether or not without any 
ceiling,  if you are really anxious to -allow the 
sources remaining in    the hands of political  
parties,  for    God's =;akej,   consider   whether   
you   should Insert this section—Section 2B. 
Your apprehensions are ill-founded.   If ad-
vertisements are inserted for purposes itlier  than   
business   purposes, . then there is sufficient 
power in the hands of the Income-tax Officer to 
disallow this  expenditure.    Why the insertion 
•■of this  new  section,   which  contemplates 
complete, total ban?    This sec-'tion contemplates 
complete ban. This section  reads: 

"Notwithstanding anything contained in 
sub-section (1), no allowance shall be made in 
respect of j expenditure incurred by an asses-
see on advertisements in any souvenir..." 

If it be an advertisement of Rs. 200, Is. 100 or 
Rs. 500, it will be disallowed. 

There is another aspect to which I -must draw 
the attention of the "House. It is this: I do not 
understand where was the necessity to bring this 
Bill at all? I do not know if any political party 
even in the much maligned emergency days was 
subjected to any harassment. Possibly it was the 
RSS against which assess--ment proceedings 
have been pending *:or quite some time.   But it 
has not    I 

been harassed. The RSS is the only 
organisation with such a tremendous number 
of people of that organisation working in the 
Department who never allow proper 
assessment to be made. The matter went in 
appeal. 

THE LEADER OF THE OPPOSITION 
(SHRI KAMLAPATI TRI-PATHI): They are 
supposed to be non-political. 

SHRI N. K.  P. SALVE:   I want to ask the 
Fi'.iance Minister "one question very  clearly   
and   categorically  as  to whether this Bill is 
going t.o have any effect on the assessments of 
the R.S.S. in  any  manner  because a  plea    was 
raised   at   the   Income-Tax   Appellate 
Tribunal that  if certain amounts received are to 
be treated as income by the R.S.S.      
organisation     then      the amounts received are 
not likely to be taxed because it is a political 
party. That plea has been raised.    Would it be 
open to this political party to say that we are a 
political parity and we are an  appendage        of 
Jana    Sangh alnd,   therefore,   olur   entire      
income should   be   exempted?     Such   a   plea 
can be raised.    What happens to such 
organisations?       They   would   always claim  
that  they  are working  as    an ancillary  to  
some  other political  organisation.     My  
specific  question    is about the R.S.S. 
organisation because it  has  been  held  as  a  
fact that the income of R.S.S. is not covered    by 
Sections   11   and   13.      It  is  such    a 
powerful  organisation  that  with    all the might 
of the Finance Ministry and the entire power of 
the Government during the emergency, they 
could not assess that organisation.    There    is a 
large    number   of   R.S.S.   volunteers who 
have infiltrated into the Department.    They 
scuttle the entire thing. I expect the Finance 
Minister to . be just fair to his Department and to 
the revenue and to tell us whether as a result of 
this the R.S.S. is going   to seek any relief of any 
nature whatsoever. 

Sir, the wealth tax is sought to be 
exempted. I do not understand this. You allow 
the political parties to amass wealth which is 
unrelated 
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to their political objects and you exempt ftiiem 
from wealth tax. May I know what is the 
rationale behind :it? I can understand if you 
use movable or immovable properties for vthe 
purposes of your political objectives in 
carrying out your political movement and i'n 
aggrandising whatever are your political 
ideals. One ■•can understand this. But what is 
ithe rationale in exempting properties, 
"movable or immovable, which are ■unrelated 
to your political objects and ideals? These are 
some of the aspects which have struck me. 
These are the inconsistencies which have 
struck me. The Finance Minister fought with 
us for years for this sort of unrealistic 
provisions which he .himself is making today. 
I would warn him not to be a victim of senti-
ments and of political pressure and more than 
anything else not to be a •victim of any fraud 
on him to bring about this sort of provision 
which is only a premium on hypocrisy and a 
•premium on dishonesty. 

There is one more thing which I 
want to ask him. You have provided 
.'hat in case there is a voluntary con- 
iribution beyond Es. 10,000/-, the 
name   must  be     disclosed. Unless 
the name is disclosed, the exemption would 
not be given. I cannot understand what sort of 
provision is this. If you are serious about it, I 
would ttell you that what would happen is that 
thev would show the donation received as Rs. 
9999/- and it is the end of the matter. If you 
are serious about it, then you should provide 
that if there are anonymous donations beyond 
Rs. 10,000/-, they will not be exempt unless 
you disclose the name. This sort of provision 
only makes a mockery of the law. If one 
person gives more than Rs. 10,000/-, then 
.anyone will mention two or three names 
instead of writing Rs. 20,000/-Srom one 
person. That will be the end of the matter. 
This provision -will malign the statute. My 
submission is that we should not encumber 
our laws with provision which will be 
observed only in their breach and w-hich will 
have no meaning.     I hi>pe 

that the Finance Minister will giv# us 
satisfactory replies before he really wants us 
to believe that the Bill is so innocuous. 

SHRI SUJAN SINGH (Haryana): May I 
know from the hon. Minister why these 
political parties like the Muslim League, the 
Akali Dal, etc. which have not opened their 
doors to other communities are being ex-
empted from wealth tax. 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN): Do not interrupt please. 



271 Taxation Laws [ RAJYA   SABHA ]       (Amdt.) Bill, 1978 27Z 
 

 

They were never published. I know for a 
fact that they were never published. 
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THE VICE-CHAIRMAN (SHRI SYED 

NIZAM-UD-DIN): Please do not argue that 
way. You carry on with your speech on the 
Bill. 

 
(Interruptions) 

I will retort and  I  am    capable    of shouting 
as loud  as he can. 
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SHRI ARV1ND GANESH KUL-KARNI 
(Maharashtra): Mr. Vice-Chairman, Sir, the 
Bill which has been brought today by the 
Finance Minister is an ad hoc arrangement to 
meet certain lacunae which have been 
observed during the working of our 
democracy and the financial gifts which are 
given by various industrial housgs to such 
political parties. Really, I would have liked 
the Government to go much deeper and 
remove the lacunae if the Janata Government   
or   any     political  party 

id its responsible leaders desire that a 
healthy and resurgent democracy, should be 
nourished and nursed in this country to attain 
the maximum benefits for the poorer classes 
of our society. 

Sir, I have gone through the Bill. What the 
Bill now provides is that whatever income is 
derived from the assets owned by the political 
parties of gifted to them is not taxable. But at 
the same time, in regard to the second 
provision as regards advertisements, I do not 
agree that this provision should have been 
here in Bill. What I feel, Sir, is that, in the 
world, the democratic forces are under 
pressure from the capitalists on the one side 
and from the Communists on the other. Take, 
for example, the Allendoregime in Chile. We 
saw how money power or the CIA crushed the 
democratic forces in that part of the world. 
Similarly, we see the U.S.S.R. and China 
Meddling with... Sir, may I request that there 
should be  no  disturbance? 

I        SHRI  KALP  NATH  RAI:     I    am 
listening to you. 

SHRI   ARVIND      GANESH   KUL-
KARNI:    Similarly, the U.S.S.R. and China are 
threatening' the democratic countries with their 
brute power. For this  purpose,  my  submission  
is that, in  this   country,   we   should   develop 
certain   procedures   and   take  certain measures  
which  will ultimately give strength to the 
democratic forces and to the political parties.    
Here, all the moral altitudes taken  either by    the 
Janata  Party  or the  Congress Party or  the   
Communist  Party  are  out  of tune.    Sir,  after 
the Janata Government came to power, various 
Commissions  have been  appointed.    I think, 
very  recently,  a  case has been  filed as regards 
the use of jeeps.   But after the advent of the 
Janata Government, niany   elections    have   
taken    place and  it  is  on  record in  the  
Calcutta Press—this   might   have   appeared   in 
the  Delhi Press  also—that  the  same gentleman  
who  hired   jeeps   for  the Congress  Party has     
hired jeeps  for the Janata Party also.    Sir,    I 
would say  that   the    problem  of   supplying 
jeeps or hiring jeeps is a very nominal  problem.    
I  am  interested  in  a more deeper thinking by 
the Janata Government,    particularly,    by      
the Finance    Minister,  in  regard to this 
problem.    Now, (the Janata  Party is having its 
own    organisation.    Similarly, the Congress 
Party is having its own    organisation.    The    
Communist Party is also having its own organi-
sation.    Now,    in West  Bengal,    the CPI(M)   
Government, headed by Mr. Jyoti Basu, is ruling.    
This party   is considered to be the radical and   
the most progressive of (the forces   in the 
country.    They have also their cars. Their cars 
are not running on water. Everywhere,   petrol   
or   diesel   is   required.    Every second, money 
is required to be spent to have the political work 
done.    This is a reality.    I agree with Mr.  Salve 
when  he said that this Bill is really a fraud.   
Now, everybody would agree that what we are 
(talking  and  what  we are  doing in the political 
set-up or what is being 
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different political parties, which are being 
called progressive, reactionary, capitalist and 
so on, has no meaning to the common man in 
the street. Actually, the question before him is: 
Democracy for whom? This question will be 
asked in this country within a period of five or 
ten years: Democracy for whom? Is it for 
those capitalists who have money and who use 
the politicians like jutrtakis or like puppet^ 
just as people control Ithe dolls with their 
strings? Is it for them I think the Janata 
Government which came to power with so 
much fanfare and after taking oath before 
Gandhiji's samadhi should be fair to 
themselves. Similarly, we should also be fair 
to ourselves. I think, this quesjtion, democracy 
for whom, is a real problem, and if this 
problem is to ba solved. Mr. Patel has to go 
more deeper into this. Now take the case of the 
Birlas. I do not want to take those names 
because it is really a headache to take the 
names of capitalists, but we are just like dolls 
or puppets in their harems. Sometimes the 
Congress party was in their harem, sometimes 
the Janata Party is tn their harem. The 
Communists are also in their harem. 

SHRI LAKSHMANA MAHA-PATRO  
(Orissa). No, no. 

AN HON. MEMBER; What is the source? 

SHRI ARVIND GANESH KULKARNI: I 
will tell you how. I will quote from a 
newspaper. The Birla factory in Calcutta is 
having no strike at all while many factories in 
Bombay, Thana and Poona region are having 
strikes. We went deep into it. As a political 
party in Maharashtra we went deep into it and 
we are told that this was the strategy adopted 
by the political party in West Bengal, that 
their State should be very quiet, safe for 
investment not only by the Birlas,, the Tatas,    
the Mafatlals,    the 

Singhanias, the Goenkas, etc. but even the 
multinational concerns. That is their strategy. 
Whom are you telling? For Heaven's sake, do 
not argue. I am talking on a very firm ground. 

AN    HON. MEMBER;  What    does show? 

SHRI ARVIND GANESH KULKARNI: 
Take the example of this Modi. He has 
supplied the funds to the Congress Party and 
he is supplying through another brother funds 
to the Janata Party. I am requesting all the 
political parties to apply their mind, the time 
has come when not only the Capitalists of this 
country but of foreign countries also are going 
to-play a dominant role in the democratic set-
up of this country. That is why I say that if the 
democracy has to be really protected, the 
capitalists' onslaught has not only to be met 
with equal force, but there must be a frontal 
attack by all the political parties to demolish 
that capitalists' onslaught. 

There      are      very     many      other 
examples.   I just cite one example.   It was 
reported that in Azamgarh elections    jeeps 
were    used by    various parties.    My party    
has no resources now. My    party is    really a    
paupar party,    but at least a   party on    niy 
right has used them.    But your party has also 
used them.   Wherefrom   did you get the    
jeeps?  Please    tell    us. So,    preaching of 
high moral   principles, giving sermons to 
other political parties,    have    no    meaning.     
Every political party knows what game    is 
going on.    Whether we know it     or not, the 
man in the street knows    it very well, even a 
rikshaw puller and a tongawnllah    knows 
what    you are doing.       Again      I    am    
submitting through you. Sir, to the 
Government and to the Finance Minister that 
such-preachings    will    not root    out    the 
corruption in the body politics of the-country.   
Now instances are not lacking.   Various 
Commissions have been set up.      Various 
enquiries are going" on.    You  will  appoint 
many     other 
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Commissions. But every item and every issue 
is politicalised through money power. Can you 
say no to it? Money power is politicalising 
every legal issue, thereby the faith in the 
legality and the legal standards of this country 
are being eroded. Therefore, ■what I say is 
that if the Government really wants to apply 
their mind t'j this problem, they should follow 
the example followed in West Germany, in 
Italy, now in the U.K. and in France. This I 
say because you have to provide for money, 
we know a Lok Sabha election costs between 
Rs. 3 lakhs to Rs. 6 lakhs. Giving fraudulent 
returns to the Election Commission is not 
going to deceive anybody. One has to be very 
careful. Rs. 5 lakhs to 6 lakhs are spent per 
person. Where the money is coming from? 
How many crores of rupees are spent on 
elections to Parliament, leave aside the 
Assembly elections. Take a dedicated man like 
my friend, Shri Madhu Dandavate, a professor 
and a long-standing patriot. When he fights 
the election, where is the money? He got 
elected; he is getting elected. Right from the 
time Shri Nath Pai was there, this seat is going 
to the Praja Samajwadi party. 

AN HON. MEMBER; He is an exception 
in the Janata Party. 

SHRI ARVIND GANESH KUL-KARNI: I 
feel there are many exceptions. It is not only 
Prof. Madhu Dandavate. What I feel is that 
such people have no chance of getting elected 
in this country if this type of balf-heart'ed 
measures are brought. 

You can have another sugestion. Sir, I 
make bold to suggest that Government should 
provide funds and there should be no, what 
you call, fraudulent business. You can Put 
down a minimum number of votes to be 
obtained by a candidate if the money is to be 
reimbursed by the State machinery. You can 
do that. You can say that unless you poll 30 
per cent or 40 per cent—whatever you may 
like—of    the total votes polled, 

you will not get reimbursement from the 
Government. This is the minimum that can be 
done. 

THE MINISTER OF RAILWAYS (PROF. 
MADHU DANDAVATE): In West 
Germany, it exists. 

SHRI ARVIND GANESH KUL-KARNI: 
Yes, Government must apply its mind to this. 
I know it is not only the Government's job. 
There should be cooperation from all our 
political parties to the Janata Government to 
make the elections clean, or at least to make 
the system a little foolproof thereby the 
merited deserving and your candidates can 
find a place. Then only the body politics will 
be healthier and more healthier and all these 
attempts of the industrialists wh0 are really 
playing on us will be stopped. I have nothing 
more to add. 

SHRI LAKSHMANA MAHAPAT-RO: 
Sir, while introducing this Bill, the hon. 
Finance Minister pleaded that it was a very 
non-controversial Bill. He gave the 
impression that it was an innocuous Bill, 
needing not much of a discussion. He further 
said that in a democratic set-up, the political 
parties should have such a set-up and it was in 
their own interest that such a measure was 
being brought. If their incomes were drained 
by taxation, then nothing would be left for 
them for their own use. 

Sir, on the face of it, one cannot have any 
quarrel with this type of a provision that is 
being sought to be made in the Income Tax 
Act and the Wealth Tax Act. But, Sir, is it 
really with the honesty and sincerity of making 
all the political parties in this country have 
enough money for themselves and to carry on 
their political work that this Bill is being 
introduced here? Somehow, I have my own 
doubts. These doubts are born out by the fact 
that our experience during the past few 
decades, after we got independence,   has   
been     something 
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which is not only bitter but which prompts us 
to take a different view of this particular 
statement of the Minister. 

Sir, because of some events that •came 
about, the whole system of administration by 
the Congress Party, whose monopoly it was to 
rule this country all these years, was reversed. 
And possibly the Janata Party feels that with 
all the big five, or sometimes it is becoming 
the leading two— Shri Madhu Limaye and 
Shri Biju Patnaik—they will be able to sink 
their differences and carry on as a united 
party. And, therefore, like the Congress they 
will, also have a spell of rule lasting over if 
not thirty years, at least a few years. That is 
how they feel. An^ to secure that it is 
necessary that it should be there as a political 
party with all exemptions from income tax and 
wealth tax. Therefore, they think that a law is 
necessary. Therefore, a law to serve the 
interest of the Janata Party should be passed. 
The efforts are to see that they remain united 
and try to rule for as long a period as is 
possible. That appears to be the driving force 
for such a Bill. It was not for parties like the 
C.P.I, or the C.P.M. or parties who have to run 
to people for one rupee or two rupees for 
making up their funds and run their political 
work that this Bill was ever brought. 

Sir, you find one provision here to which 
reference is being made by different friends, 
provision about donations of Rs. 10,000 and 
above. If the name, address, details are not 
given in the returns they will not be allowed 
exemption on that score. You will have to 
give details if the amount exceeds Rs. 10,000 
in a lump sum. Whose good fortune would it 
be except that of the ruling party? 

Sir, you remember the President's Address 
that was delivered immediately after the 
Janata Government 

was formed. This has paved the way for a 
two-party rule. Therefore, it is either the 
Janata Party rule or the Congress Party rule. 
Who else is likely to benefit from such a 
provision? The Janata Party is ruling at the 
moment. Or if such a bad luck, comes to them 
as it came to the Congress party it will be the 
Congress party ruling again. That is how they 
feel. That is why they put it in the President's 
Address delivered in their first joint session. 
This has paved the way for this situation. That 
being the position they are interested to 
exempt all these donations which they expect 
will be there in a very big number for them. 
Therefore, they should be exempted. They 
have to give the names only. Therefore, 
somehow it smacks fishy. This particular Bill 
in spite of the fact that allowing an exemption 
for parties like ours is something which is a 
welcome thing, was inexpedient: They are 
saying they are watching everybody's interest. 
It is really their own interest. Nobody ever is 
interested to do something which is not for 
their own interest. However, much he may 
plead that this is something of a uniform 
measure that they are bringing and everybody 
will be benefited—there is no point in any 
body rising up and quarrelling over this—I 
am yet to be convinced about this. I believe 
that this is only intended for the Janata Party 
and, if good luck favours, the Congress Party. 
They are the persons who are having" the 
most of these donations. 

Sir, I do not go by speculations or by 
imagination. Here in the morning Comrade 
Bhupesh Gupta as referring to the Government 
statistics that they have been supplied to us by 
the Government. It was my question dated 14-
1-77, Starred Question No. 7. And since the 
Government had given some assurances they 
have given us the list. If you see the list — it is 
a big list, no doubt; this was for the period 
1975-76 and 1976-77—you will find big 
amounts paid by    com- 
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panies    to the Congress    Party    and various 
organisations towards advertisement in their 

souvenir etc. during the period  1.1.74 to 
31.3.74.    It is a very big list.   There you find 

amounts which go up t0 Rs. 35,000, Rs. 40,000 
in one payment.    There, you will find 

amounts    which    go    up    to 5 P.M.    Rs. 
30,000, Rs. 45,000 in    one payment; and I 

have also been able   to see that   there    are 
amounts    which have been given to the Jana 

Sangh when it was put in power.      There 
also, it is Rs.    3,000, Rs.. 4.000, Rs. 5,000; in 
one place, it is even    Rs.    11,000.       These    
are    the figures. If that could be the situation, 

in  between   1.1.74  and  31.3.77,     how 
could it be that alter 31.3.77    when these  
people  came?  And  who knows about it?  

Certainly, they  must have been able to    
perform very well on that score.    They have 
been able to get  possibly   record  donations.     

That is why there as a speed in bringing about  
such  a  law.    Otherwise,   I  do not see any 
reason for it when there are very serious and 

important things pending and deserve the 
notice of the Finance Minister—inflation, price 

rise, and so on—but nothing is being done 
though everybody is shouting    about them.   
He tries to say thing this way or that    way.    

Even about    income-'.  I shall shortly  be 
presenting to you figures from the    material    

that has been    given to us in this House, tax,, I 
shall  shortly be presenting to find that he does 
not  get even    one minute's    time to    bestow    

attention upon these matters, but he is serious 
about exemption of income-tax    and weaHh 

tax on donations    to political parties.   Which 
are the parties except for these two  parties  
which want to rule, which can have wealth 

accessible to them  and where this exemption 
is necessary from the assessment of those   

particular political   parties. These two 
exemptions, i.e. exemptions in   income-tax   

and  wealth    tax,    no doubt, will also do 
some good to olher parties like ours, but the 

real benefit to be derived is by these two 
parties. 

As I was telling you, I will be placing before 
you that it is only today that we had a question. 
Question No. 1037, as to how the income-tax 
matters are being handled by the Finance 
Minister. This is the question of hon. Shri 
Mulka Govinda Reddy It says: "the amount of 
arrears of income-tax outstanding at present 
against the first twenty large industrial houses; 
the amount of arrears of income-tax 
outstanding against each concern of the Tatas 
and Birlas; and what steps are being taken to 
realise these arrears?" If you see the answer, 
you will find that not only is it said that much 
of the material has not yet been collected, but 
also that, on the basis of whatever information 
..• they have been able to collect in respect of 
the 20 large houses— IV Birlas, Mafatlals, 
Singhanias-—-as on 1-12-1977, the gross 
outstanding income-tax against these 'first 20 
houses is Rs. 1733.70 lakhs. (Time bell rings). 
What? The time-bell: Or, . was it indvertent? 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN); I want you to conclude. 

SHRI LAKSHMANA MAHAPAT-RO: I 
thought it was accidental.' I just  start'".!   .   .   
. 

THE     VICE-CHAIRMAN       (SHRI 
SYED    NIZAM-UD-DIN:     There is a. list of    
speakers.    They all    have to participate    and 
only    one hour    and thirty minutes are 
available for this. 

SHRI LAKSHMANA MAHAPAT-RO: I 
know that because I am a member of the 
Business Advisory Committee. It was 
announced in the House and it has come in the 
Bulletin also. But I happen to be the fourth 
person. I should get, if not more time, at least 
nearly that much time ■ as was allotted to 
some other Members.    That is what I plead 
for. 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN); You are getting that 
much time. 
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SHRI LAKSHMANA MAHAPAT-RO: So, 
this is what he said. It is an amount of Rs. 
1733.70 lakhs as *.he arrear outstanding 
against them. And what are the measures that 
they have taken? Very unhappy and unsatis-
factory measures. As far as tha measures are 
concerned, there is also a question put by Mr. 
Kalyan Roy, who pointed out that there are 
many, many cases of these people being able to 
dodge and yet the Government feels—I would 
not say, impotent— ineffective in not being 
able to realise that money. The result is that all 
these amounts which are against them as 
arrears for many years, from five to seven 
years also in some cases, they are able to keep 
with them. They exploit the workers they 
employ, they exploit the consumers by 
charging at exorbitant prices over which the 
Government has no power to control and also 
the country because they do not give the 
money that is due to the exchequer. That is 
how it is going ■on. 

Then, Sir, going through some of the 
questions of the 25th, this is the question 
which we put, and the reply is very interesting. 
This is again on income-tax. regarding the 
arrears of income-tax due from Dr. Jayanti 
Dharma Teja, a very good name; it has come 
many times before the House in the past 
decade. Since he happened to be my senior in 
the same college where I studied, 1 feel that I 
should also take his name new. The question is 
regarding the details of the arrears of income-
tax due from Dr. Dharma Teja and the steps 
taken to realise the arrears. According to the 
reply that the Hon. Finance Minister gave us 
on the 25tn of July—the question No. is 637—
the income-tax arrears due from Dr. Teja as on 
31.3.1977 were 4.87 crores. It could not be 
collected, and he could manage to go. 
Regarding the steps taken t0 collect the money, 
the reply that was given was that they had 
some compensation to be given to vthat 
gentleman, and the compensation 

with interest etc. etc. comes to Rs. 3. 
something crores, and that the Shipping 
Corporation of India has also to realise 
certain dues from him, but that the Income-
Tax Department and the Shipping 
Corporation of India have agreed to divide 
that compensation in between them. Will it 
make up the heavy arrears that are there 
against him? What steps were taken during all 
these years? He was in jail; he was with you 
all this period, and, therefore, he could escape 
without  paying you  a pie. 

Similarly, this is another question, No. 646 
of the same date, regarding the number of 
cases relating to income-tax pertaining to 
companies belonging t0 the Mafatlal Group. If 
you take group by group, it would be an 
interesting study. Therefore, we wanted the 
Mafatlal Group. He says that the Mafatlal 
Group alone has the total income-tax arrears 
of 23.81 lakhs as on 31-3-1978. 

Sir, again going to the Birlas, I was telling 
you how they are interested, and I am naming 
these people because they are the best donors 
and that is why they are relevant to the Bill. As 
rightly pointed by Shri Kul-karni, I have 
enough information that while one brother of 
the Birlas " speaks to the Congress people and 
gives them help for fighting the elections and 
for other needs, another brother speaks to the 
Janata people and helps them. The same is the 
case with the Mafatlals and so many others. I 
cannot give you the namf. Similarly, the big 
houses, you will find, divide among themselves 
the parties. Sometimes it so happens that the 
younger brother leaves one party and goes to 
the other party, while the elder brother does the 
opposite of it. It has been correctly said that 
they are the donors. They are paying. They are 
able to manipulate in ruch a way. They were 
having the administration of the country in 
their hands, all these days. They are not 
showing their accounts. Nor is it necessary    
that    they    should    give 
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return showing their names for getting 
exemption. Yet things could be managed. 
Therefore, Sir, again the Birlas  .   .   . 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN): Please conclude now. 

SHRI LAKSHMANA MAHAPAT-RO: I 
am just closing. Then again there was a 
question on the 18th July this year, Q. No. 
168. 

"the total amount on account of taxes 
outstanding against all the industries of the 
Birla group at present and the various 
heads under which they are outstanding; 

the names of the family members of the 
Birlas against whom income-tax arrears 
are outstanding, the amount thereof in each 
case, etc., etc." 

The answer is: 

"The requisite information is not readily 
available." 

This will be always there. Mafatial group—
information not readily available, but as far as 
practicable, that was the figure. Birla group— 
information not readily available. Sir, nothing 
will be readily available as far as the Tatas are 
concerned, as far as the 20 houses are 
concerned. That is the relationship of this 
party and the earlier ruling party with thi3 set 
of people. Therefore, whenever Parliament 
wants some figures in relation to these 
people, the Government does not get the 
figure. But here they have said: 

"However, as on 31-3-78, gross income-
tax arrears aggregated to Rs.   6.35  
crores." 

This is in respect of Birlas. Sir, I have 
umpteen number of instances. You are 
ringing the bell now an<j then and, therefore, 
I will not take up much of your time by 
quoting all the figures. But it is definitely 
certain from whatever I have stated—and I 
think you 833   RS—10 

will agree with me—that Birlas and Tatas do 
not need any exemption. They are persons 
who know that there is no law which can bind 
them. (Time-bell rings). Therefore, this is the 
grace that is being shown to them. 

Lastly, there is one thing that is said in 
relation to this particular Bill and that is about 
advertisements.   I began with it.   Dr. Ramlal 
Parikh  had put a  question  about  this  
particular Bill earlier and  whatever was  said  
there was said by the Finance Minister when he 
introduced    it-    The    main    thing which  
attracted  the  attention  of the Government was 
the souvenir, advertisements,    etc.   Sir,    
there is a   law which says that if a particular 
amount is given for advertisement for promot-
ing trade, then it is exempt from tax. Under 
cover of that, they   had been carrying on all 
these years and they had been able to have 
political parties within    their    stranglehold.   
Sir,    to assess the extent of their stranglehold 
on  political  parties,  I  will just  give you the 
figures.   From that you will be able to 
understand the position.   I am    mentioning it    
because we    are interested in  a  democratic 
set-up, in the smooth functioning of all political 
parties.    (Interruption)     Of course,  I mean  
"we all",    including    you.    We want to be 
free from corruption, free from      the     
machinations    of    these imperialists, the 
monopolists and also the MNCs.    Therefore, 
the magnitude of the problem may best be 
realised if I place before you the figures.   The 
amount given to  the  Congress Party alone     
in     1974    was     10590.4.    The figures are 
in    thousands    of rupees. It    rose to  
14260.64    in    1975-76.   In 1976-77, it was  
75086.3.   This is    for the  Congress  alone.    
As    far as    the other political parties, 
including Jana Sangh, are    concerned, it is    
877.8 in 1974.    Then  it  came    down  to    
134.2 because it was the Emergency period and  
they    were    in    jail.    Therefore, nobody was 
collecting; they couTcfnot go and collect.   But 
in the latter part of 1977, when they had come 
out, they could collect and the figure rose to 
401. 
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All these figures are in thousands of rupees. 
Therefore, that is the extent to which these 
people have been donating—crores of 
rupees—in the name of souvenir and 
advertisements. It is good that a prohibition 
has been put on that and... 

THE VICE-CHAIRMAN (SHRI NIZAM-
UD-DIN):  Please conclude. 

SHRI LAKSHMANA MAHAPATRO: 
...we should be careful to free ourselves from 
that so that we will be putting up a good 
image of political norms and political habits 
in the country. Otherwise, a democratic set-up 
in the stranglehold of these people with their 
habits, is not something which would be 
desirable. Thank you. 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN): Mrs. Noor-jehan Razack... 

PROF. RAMLAL PARlKH (Gujarat) : Just 
a moment, Mr. Vice-Chlirr-man. A reference 
was made to me by the honourable Member. I 
never said... 

SHRI LAKSHMANA MAHAPATRO: 
You have not said; you have put a question. I 
said a question has been put and a reply has 
been given about this law.   That is all. 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN): That is all right, please sit 
down. 

PROF. RAMLAL PARIKH: I have been 
asking for exemption from tax . .  . 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN): You both can discuss it 
outside. 

PROF. RAMLAL PARIKH: No, no. I want 
to clarify one thing. I did not support 
companies giving advertisements to political 
parties. All that I said was there is nothing 
wrong in their investing in securities which 
are 

approved or the other landed proper 
ties provided in the Bill. I did not 
support companies giving advertise 
ments, j 

THE VICE-CHAIRMAN (SHRI SYED 
NIZAM-UD-DIN): Now, Mrs. Noorjehan 
Razack. 

SHRIMATI NOORJEHAN RAZACK 
(Tamil Nadu): Mr. Vice-Chairman, I welcome 
this Bill. I stand to support this Bill for the 
spirit behind it, the spirit of providing some 
assistance to political parties in the shape of tax 
exemptions for carrying on their political 
activities. Prima facie the BilT appears to be a 
reflection of the democratic spirit of the 
Government to ensure that political parties are 
not hampered by taxation measures in 
purposeful utilisation of their disposable funds. 

It will be a truism to say that political 
parties play a vital part in the development of 
a country, economically, politically and 
socially. These functions do not begin or end 
with fighting elections and striving to send as 
large a number of their own men to Parliament 
and Legislatures as possible. Their role is 
much more. A party is a vigilant group of 
dedicated men who study intensively the 
various problems facing the country and 
engage themselves in constructive discussions 
with the affected people and arrive at the best 
method of projecting such problems and the 
solutions thereof in the councils of the 
country. Their role should not be one of 
capitalising discontent, not a cheap method of 
rabble-rousing, not one of manipulation 
according to changing winds, not one of 
capturing power for the sake of power. Their 
role is nobler not only as servants of the 
people but also as educators, guiding them to 
lift themelves out of the morass by using 
appropriate technology. They can also set an 
example hqy'certain harsh situation can be 
turned to the good of the people, by 
themselves demonstrating in the field the 
virtues of hard and   dedicated  work.   The   
party   can 



293 Taxation Laws [ 1 AUG. 1978 ] (Amdt.) Bill, 1978 294 

also render useful service by carrying on 
investigations into the activities of the 
profiteer and the smuggler and exposing their 
misdeeds. I am not sure how many parties in 
this country live up to this role. But few will 
deny that the performance of such a role 
demands considerable funds for the party ior 
building up a vigorous and determined cadre 
of workers and also a useful research and 
development organisation. To parties having 
such objectives and methods of work flow of 
funds will not be a problem. Contributions 
will come aplenty and the value of the present 
Bill under such circumstances cannot be 
underestimated. 

It will idle to deny that funds to 
political parties carry with them an 
aura of illegitimacy. While contribu 
tions by honest, hard working people 
are welcome, donations from un 
scrupulous tycoons and foreign agen 
cies destroy the moral filSre of the 
party. It would have been eminently 
desirable if the whole issue of contri 
butions to political parties were 
thrashed out in an all-party meet and 
a comprehensive legislation brought 
to regulate such contributions. With 
parties functioning according to the 
concepts which I have outlined, the 
political atmosphere of the country 
will become so mucbTthe cleaner. In 
such a case, the parties will not be 
mere political parties but bands of 
dedicated socio-economic cultural 
workers inspired by a common ideo 
logy of bringing in the greatest good 
to the greatest number. A spirit of 
healthy rivalry will develop and 
catalyse all actions with the supreme 
motivation of transforming the lives 
of the people, whom we swear by, 
into meangingful essays to lift them 
selves by the bootstraps. Sir, before 
concluding my speech, may I ask the 
hon. Minister for Finance the 
immediate       necessity      for this 
measure before thinking of a comprehensive 
legislation regulating funds to political parties 
I hope the Minister will also tell the House 
which are  the parties  that  are maintaining 

correct   accounts   and   paying   their taxes 
uptodate. 
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I quote:

"I would, therefore, request you to obtain 
the consent of the Chairman to raise this 
matter...I would further request you to get 
the two letters and they will prove my con- 
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tention. This letter is dated 8-2-73 of 
VIII lTO> AIV Ward Bombay to his 
IAC intimating the loss of file and the 
second letter ~ is dated 14-3-78 of IAC 
Range IV Bombay t0 CIT Bombay VIII 
informing the loss  of file.' 
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THE VICE-CHAIRMAN TBHRI SHYAM 

LAL YADAV): Shri Chakra-borty.   Please 
be brief. 

SHRI AMARPROSAD CHAKRA-
BORTY (West Bengal): Mr. Vice-Chairman, 
Sir, I had no mind to speak in the beginning 
but I am very much amused to hear the 
statement of Mr. Kulkarni on this side and I 
felt to express my views. Sir, they have 
forgotten what they have done in the last 30 
years. He is accusing that so long as 
capitalism is there, whatever 
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these parties are doing, they will continue to do 
so    and    that it has    no meaning at all so far as 
we are concerned.   Let him  abolish    
capitalism. Let all of us agree that there will not 
be  capitalism    in  this    country.    Let 
socialism come in.    There will be no question    
of taking     money  and    no question of giving    
money.   Sir,    he was  referring to    Bengal.   
Sir,  there are      the     words—"Atmovat     
sarva bhutheshu".    In    Bengal,    there is a Left 
Government.   There is no Communist 
Government.   Sir, for the last 30 years, what the 
Congress has done? Nehru bluffed the people 
that socialism is coming.   But, the rich have be-
come richer and the poor have become poorer.    
And    Mrs.      Indira    Gandhi hoodwinked the    
people    by    telling them about socialism.   But, 
Sir, only 75 families are ruling this country.    
And out of 60 crores of people, 40 crores of 
people are living    below the subsistence level.    
For the last 30 years, they exploited the people.    
(Interruptions)   We  were  not  in the  Govern-
ment.   We are now in the    Government.   Sir,    
they say    that there    is more investment in    
Bengal.    On the contrary, the capitalists are 
trying to make 50 per    cent of the    industries 
sick by taking    money.   They    make the 
industries sick.   They create the labour trouble.    
So long as there was no Left    Government, 
there    was no such  action.   When   Shri   
Siddhartha Shankar Ray came... (Interruptions). 
Keep quiet.   It is the people who have suffered 
for the last 30 years and you have taken lakhs 
and lakhs of rupees for      advertisements.    At    
least      the Janata Party is putting a    ceiling of 
Rs.    10,000    now.    What    have    these 
people done with Shri San jay Gandhi, who wag 
their leader?   Now we are hearing all these 
things.   Sir, are they not ashamed of these    
things?    They have been hoodwinking    the    
people. They have been bluffing the    people. 
This   is   a  shameless   statement  made by the    
Congress    Party.    (Interruptions).    You keep 
qutef. 

SHRI N. K. P. SALVE:   Sir, I am on a 
point of order. 

THE VICE-CHAIRMAN (SHRI SHY AM 
LAL YADAV): Just a moment. He is on a 
point of order, let us hear him. 

SHRI AMARPROSAD CHAKRA-
BORTY: I have every right to say anything 
on this Bill. 

THE VICE-CHAIRMAN (SHRI SHY AM 
LAL YADAV): He is on a point of order. Let 
us hear him. Kindly resume your seat. 

SHRI AMARPROSAD CHAKRA-
BORTY: It is nearing six o clock and at six 
o'clock you will say that the discussion is 
now closed. 

THE VICE-CHAIRMAN (SHRI SHYAM 
LAL YADAV): No that will not happen. Let 
us hear his poiftf of order.   After that you can 
speak. 

SHRI K. K. MADHAVAN (Kerala): Sir, 
you ask him that he should not speak 
nonsense. 

(Interruptions). 
THE VICE-CHAIRMAN (SHRI SHYAM 

LAL YADAV): Order please. Let us hear his 
point of order. 

SHRI N. K. P. SALVE: Sir, my point of 
order is very simple. On an appropriate 
occasion a Member is entitled to talk as much 
political nonsense as he wishes to talk. We 
can do that, they can do that and everybody 
can do that. But we are debating   .   .   . 

(Interruptions) THE      VICE-
CHAIRMAN      (SHRI SHYAM LAL 
YADAV):   Just  a moment.   You will have 
your say. 

SHRI N. K. P. SALVE...the Taxation Laws 
(Amendment) Bill. It is not the Finance Bill on 
which anything can be said. It is not the Budget 
discussion under which anything" 1 can be 
discussed. When we are discussing a Bill of this 
type, the debate must be confined to the 
provisions of the Bill. That is the rule. (Inter-
ruptions) . Therefore, I seek your ruling on the 
question that whatever is being said outside   the 
scope    of the 
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[Shri N. K. P.  Salve] 
Bill, which is not germane to the provisions of 
the Bill, should not be allowed to go in this 
debate. When you are talking of this sort of a 
thing like the ex-Prime Minister, the son of 
the ex-Prime Minister, I seek your ruling on 
the question whether all this talk is at all 
germane to the Bill under discussion and, if it 
is not germane to this Bill whether it should 
be allowed to remain. 

SHRI AMARPROSAD CHAKRA-
BORTY: I do not require any lessons from 
anybody.   I know this thing. 

THE VICE-CHAIRMAN (SHRI SHYAM 
LAL YADAV): I think there is no point of 
order in this. TKis is the debate on the 
Taxation Laws (Amendment) Bill and he can 
speak. Kindly be brief. 

SHRI AMARPROSAD CHAKRA-BORTY: 
In the Calcutta High Court there was a case for 
taking Rs. 1.50 lakhs for advertisement for one 
of the souvenirs by the Congress Party. So, Sir, 
what are they telling us now? They are 
referring to West Bengal and they are telling 
that the car is not running on water but on 
petrol. Sir, they will not appreciate how we 
work. We all fought in the elections. Our 
workers were getting just a cup of tea. And, 
what did they do? They were paying their 
workers daily wages anc* they took money 
from the capitalists. Is that capitalism or 
socialism? (Interruptions). With these protests, 
Sir, I say let them place their palm on their 
chest and let them feellvhat they have done. 
They have hoodwinked the people. They have 
exploited the people. This is what they' have 
done for the last 30 years. Coming to the point, 
I say that Janata Government at least providing 
for some ceiling. That is better. They were 
taking without any ceiling. They are providing 
for some ceiling now. Secondly, Sir, there 
must' Fe" some amendment in the Companies 
Act also as done in the Income Tax 

Act and I would request the hon. Minister to 
kindly see to it; otherwise even by this 
change, there will be lacunae left in the Act. 

With  these words,  Sir,  I conclude. 
AN HON. MEMBER: He is an agent of   -   

.   . 
(Interruptions) 

SHRI AMARPROSAD CHAKRA-
BORTY: You are the agent of the capitalists   
.   .   . 

(Interruptions) 
THE VICE-CHAIRMAN (SHRI SHYAM 

LAL YADAV): I have called Dr. Zakaria. 
Order please. Dr. Zakaria, please be brief. 

DR. RAFIQ ZAKARIA (Maharashtra) : I 
will try to be brief and I assure my friend, Mr. 
Salve, that I will try to talk sense... 

PROF. MADHU D AND A V ATE: It 
need not be a concession to him only. 

DR. RAFIQ ZAKARIA: Since he raised 
the point, I wanted to assure him. 

Sir, this Bill raises a fundamental issue and 
that is, how to regularise political corruption 
on one side and secondly, how to finance the 
political parties. The fundamental fssue that it 
raises is whether certain concessions, certain 
facilities and certain advantages be given to 
the capitalist sections and the vested interests 
which, in the final analysis—if "the funds are 
the basis of the functioning of a political 
party—will be, to a great extent, in control of 
those political parties because, Sir, ftrougK 
the ostensible reason for bringing this Bill by 
the Finance Minister may be, as I said, to 
regularise some of these loopholes in the 
Income Tax law or to give some kind of a 
credit for those who had been financing 
politic1^ parties, I suspect that the main reason 
is to bring back the same issue of souvenirs 
and that has been very cleverly brought by 
saying that any advertisement for souvenirs 
will, henceforth,    not    be    allowed.   Now, 
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Sir,    there is no    objection to    that. 
Advertisements in the souvenirs have been 
misused not only by the Congress Party; the 
Congress Party has become the target of all 
attacks because it was the ruling party, and 
tomorrow it will be    the    Janata    Party.   They    
have already  been seeing that  when tfiiy have 
been in power for hardly a little mere  than  a 
year,  for a year and a half, already there is the 
talk of political corruption.   Therefore, no ruling 
party can escape from thjs stigma of political 
corruption.   And by regularising the    political    
corruption if we think that we have found the 
remedy, • 1 am afraid, this remedy will be worse 
than the disease.   I do not doubt the intention    
of the    Finance    Minister. He,  perhaps,   
means   well.    He  wants thai  whatever political 
donations are made, they should be properly 
accounted for and it is only then that they would  
receive  exemption    from    the income    tax so    
that these    political parties are not subjected to 
the 1Sur-den of taxation,    and are able   to go 
about with their activities in a proper manner.   
But  what    happens in  reality?    We    have    
seen that    political parties have    been    
receiving    funds from the individuals  on the 
basis of the influence    that they are    able to 
exercise on the Governmental machinery.   The 
Congress Party is blamed because it was in 
power.   The Janata Party will be blamed 
because it is in power.   I do not think that by 
means of this measure, that kind  of attack we 
will be free  from.    Sir,  in West Germany, they 
have found a solution to this dilemma.   It is not 
a question of exempting    only donations    up to 
Rs. 10,000, and, beyond that, a proper record  
should be    kept.   Of    co~urse, the black   
donations that all   parties receive cannot still "be 
brought within the mischief of this Act or any 
other Act.   As you know, Sir, that will go on.   
That will go on within the knowledge of all of 
us.   That will go on despite the fact that every 
party protests that it never touches any "such 
amount.   That will go on despite the fact that 
every party claims that it is 

from popular donations, that from one 

rupee from each poor peasant or worker they 
have been able to finance the functioning of 
their political machine. In reality, it does not 
Happen. And it will not happen. There was a 
good point that my friend made that you have 
brought in only souvenirs, brochures, 
pamphlets and the like. Human ingenuity is 
such that many other methods will be found 
for permitting advertisements. He spoke about 
newspapers or weeklies. Every political party 
will now come forwarU with such kinds of 
weeklies &nd newspapers even if their 
circulation may be limited. How is that kind 
of mischief going to be prevented? There is 
no answer. 

In West Germany, they have found a solution to 
this problem.   There, it is the Government 
winch gives funds as well as materials required 
for election  purposes.    This  is  done with an 
eye on the functioning of the political parties so 
that they are able to face the electorate.   There, 
on the basis of its representation and on the 
basis of an analysis of its past    performance, 
evrry political party receives a specific    
amount    from    the    Government according 
to the number of candidates that each political 
party either has in Parliament    or will   put up 
for   the elections.   All the materials that are 
required  for    electioneering    purpose like  
literature,  vehicles,  loudspeakers for public 
meetings, pamphlets and s° on, are financed by 
the    Government in  accordance  with the 
formula that has been agreed upon.   If the 
Finance Minister really wants to bring forth a 
radical measure in order not only to check but 
also to control political corruption, then, I 
would say this is a very    half-hearted    
measure.   I    am afraid, it will not serve the 
purpose. It may give again  a facade or some 
kind of regularisation.   It may satisfy us that 
what was being done in an unaccounted   
manner will   now be,    to seme  extent,  
brought to book.   That will be confined only to 
the_properties, to the investments and to the 
regular donations received from bi? industrial 
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[Dr. Raflq Zakaria] or business houses. If 
the real purpose is to see that there is 
elimination of all kinds of money influence in 
fh"e conduct of political activity, that pur-
pose, I am afraid, will not be achieved by this 
Bill. 

THE VICE-CHAIRMAN" (SHRI SHYAM 
LAL YADAV): If the House agrees, we can 
finish this Bill in a few minutes and then take 
up the Half-an hour discussion. 

SOME HON. MEMBERS; Yes. 

SHRI H. M. PATEL: Mr. Vice-Chairman, Sir, 
it seems to me that this Bill has received 
general acceptance. And t0 the extent that 6 
P.M. it has not received the acceptance it is due 
to complete misunderstanding of what it is 
meant for. As I have pointed out very clearly 
in my opening remarks, it is a very simple 
Bill, it has a limited objective. My hon. friend 
just now referred to the practice in West 
Germany. That kind of electoral reform is 
certainly under consideration and I think that 
is something which will have to be evolved in 
consultation with all the political parties. But 
while all those electoral reforms and other 
things are thought of or are agreed upon and 
action is taken, in the meantime it seems de-
sirable that we do whatever we can, where it 
is necessary to do. 

For instance, this Bill clearly bans 
donations to souvenirs, advertisements, etc. in 
souvenirs. That is really carrying out 
something which is already on our Statute 
book, namely, banning the companies' 
donations. That particular provision was being 
circumvented through this measure and that 
particular loophole is being sought to be 
plugged. When there is: the question of 
maintaining accounts, if income-tax and other 
exemptions are to be given, it is desirable that 
the parties maintained accounts and that they 
are audited. We recognise that the donations, 
contributions will be received, rather than 

burden the political parties having to maintain 
very detailed accounts, names of everybody, 
here we have said that only those who 
contribute large sums their names etc. should 
be recorded, their names must be there. Now 
this is all to try and do something which will 
be an improvement, which will prevent 
certain things, certain types of malpractices 
which ought not to exist in our law. 

This is all that is sought to be done by this 
Bill. A reference was made to the wealth-tax 
exemption The wealth-tax exemption was 
simply because a political party is not really a 
party where we need worry about equalisation 
of wealth. Wealth-tax is brought in order to 
bring about equality, gradual reduction of 
wealth. There such an issue does not arise 
andi therefore, we have said that the political 
parties need not be troubled with whatever 
wealth-tax they may have. 

By the same token, in the income-tax 
ag£in, their income from certain types of 
investments etc., would be free from income-
tax. This was a very simple provision to 
prevent political parties from being troubled 
by income-tax authorities on the one hand and 
on the other hand to prevent certain 
malpractices or certain abuses that were 
taking place of our law, that are already there 
on the Statute. 

These are the limited objectives of this 
simple Bill, and I use the word that it should 
be non-controversial. I do really think that it is 
non-controversial and to whatever extent it 
may not be it is in the interest of all political 
parties. The suggestion that this will only 
benefit the ruling party is something which is 
extremely difficult to understand. How can it 
benefit only the ruling party? In fact, the 
ruling party will be prevented from such an 
abuse of power if it wants to abuse that power. 
So, I think that this simple Bill should be 
accepted without any hesitation. Also, Sir, I 
am happy that you are occupying this Chair;  
because some of the observa- 



 

tions you made, I do not want to controvert 
them. But I will answer them some other time 
because I do not think that they were in 
consonance with facts. 

THE VICE-CHAIRMAN (SHRI SHY AM 
LAL YADAV); Now I will put the motion. 
The question is: 

"That the Bill further to amend the 
Income-tax Act, 1961 and the Wealth-tax 
Act, 1957, as passed by the Lok Sabha^ be 
taken into consideration.'' 

The motion was adopted. 

THE VICE-CHAIRMAN (SHRI SHYAM 
LAL YADAV): Now we shall take up clause 
by clause consideration of the Bill. 

Clauses 2 and 3 were added to the Bill. 

Clause 1, the Enacting formula    and the Title 
were added to the Bill. 

SHRI H. M. PATEL:   Sir; I move: 

"That the Bill be returned." 

The question was put and the motion was 
adopted 

RE   MOTION FOR  REFERENCE  OF 
A  BILL  TO  THE  JOEOT  SELECT 

COMMITTEE 
THE VICE-CHAIRMAN (SHRI SHYAM 

LAL YADAV): If the House permits, there is 
a small Motion for referring, a Bill to the 
Joint Committee. That will take only two or 
three minutes because there are no speakers 
on it. 

SEVERAL HON. MEMBERS: No, Sir. 

THE MINISTER  OF WORKS AND 
HOUSING  AND  SUPPLY AND   RE-
HABILITATION   (SHRI   SIKANDAR 
BAKHT):  I have just to make a Motion. 

THE VICE-CHAIRMAN (SHRI SHYAM 
LAL YADAV): The Bill has to go to the 
Joint Committee. 

SHRI LAKSHMANA MAHA-PATRO; 
No, Sir. It was not listed for today. There 
may be speakers who might like to speak on 
it. 

THE VICE-CHAIRMAN (SHRI SHYAM 
LAL YADAV): That is all right. Because the 
list was not here. If the House does not want   .   
.   . 

DR. RAFIQ ZAKARIA: If it is on a 
technical ground, I don't agree. It is alright on 
a particular issue one can take this kind of 
stand. But on this issue, I do not agree. 

SHRI LAKSHMANA MAHAPA-TRO: 
My friend does not know that one hour was 
allotted for that. No one is there because it 
was not listed. Speakers are there. Every party 
has speakers. 

SHRI DEVENDRA NATH DWIVE-DI: 
My submission is that there are speakers who 
may have to say something on the Bill which 
is being referred to the Joint Committee. 
There-fore^ let it be taken up in the normal 
course and not today. 

THE MINISTER OF STATE IN THE 
MINISTRY OF LABOUR AND PAR-
LIAMENTARY AFFAIRS (DR. RAM 
KRIPAL SINHA): The hon. Member is going 
to be on the Joint Committee. He can put his 
views there. 

SHRI LAKSHMANA MAHAPA-TRO: 
Let me explain the position. The Business 
Advisory Committee, knowing full well that 
there is a Motion for having this particular 
Bill sent to the Joint Select Committee had 
allotted one hour's time for discussion and 
accordingly, we in the different parties have 
requested Members to speak on this Bill. 
Today since the next Bill was not to come, our 
speakers have gone. One hour was there and 
you want to say that because there are no 
speakers, this should be taken up. Speakers' 
names 
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