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DR. KARAN SINGH: Sir, I introduce the 
Bill. 

MR.  DEPUTY  CHAIRMAN:     The 
House stands adjourned till 2.15 P.M. 

The House then adjourned for 
lunch at twenty-seven minutes past 
one of the clock. 

The House reassembled after lunch at 
twenty minutes past two of the clock, Mr. 
Deputy Chairman in the Chair.    . 

THE    DIRECT    TAXES     (AMEND-
MENT) BILL, 1974.—Contd. 

SHRI H. M. TRIVEDI (Gujarat) : Mr. 
Deputy Chairman, Sir, continuing from 
where I left off, I would say that this 
particular Bill has three major aspects; first in 
relation to giving fiscal concessions with 
regard to the expenditure incurred on 
research and resea'ch personnel, second in 
relation to giving fiscal incentives for 
establishment of industries in backward areas 
and third, in relation to the abolition of 
development rebate and its substitution by 20 
per cent initial depreciation. Sir, dealing with 
each of these aspects in that order, as I 
mentioned last time, I would only urge on the 
Minister that in relation >o the provisions 
which apply for concessions for expenditure 
incurred on research, I would very strongly 
urge that they may be very liberally 
interpreted. 

Sir, the hon. Minister must be aware that 
there have been a large number of legal cases 
in which there has been dispute about the 
commencement of b'isi-ness, about the 
particular assessment years in which these 
expenses are to be permitted and even with 
regard to the quantum for expressions, such 
as salary, 

perquisites, etc. All that I would, therefore, 
urge is that these concessions are welcome but 
I would urge that they may be very liberally 
interpreted. 

Sir, coming to the second part of this Bill, 
namely, fiscal incentives for the establishment 
of industries in backward areas, here, Sir, I 
think we are faced with a very complex 
situation. Fiscal incentives have been granted 
for the establishment of industries in backward 
areas for the last three or four years. In fact, 
these fiscal incentives have been growing, 
they have been increased, from year to year. 
But, the process of establishment of industries 
in backward areas has not grown. Sir, some of 
the provisions in this very Bill indicate that all 
the major industrial houses including several 
medium industrial houses have only taken 
advantage of these fiscal incentives by 
breaking up the assets of large industrial 
undertakings in developed areas or by putting 
up show pieces, 1 may call them show pieces, 
or, as one very responsible spokesman of the 
Ministry of Industrial Development once 
described them as—week-end industries which 
are within motoring distance from Bombay, 
Calcutta or Madras. 

Sir, there are three parallel processes going 
on. I would however like to establish an 
intimate and logical link between these fiscal 
incentives and the industrial licensing policy. 
There are three parallel stands taken by the 
Government in regard to the industrial licens-
ing policy. It is permitted in developed areas 
so long as the industry has been considered 
necessary. There has been no real restriction 
on the establishment of industries in developed 
areas and there is continuous pressure for 
doing so. Secondly, as I said, in backward 
areas it has always been covered as shown by 
some of the provisions in this very Act by 
breaking up the assets    of 
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a large industrial undertaking in developed 
areas, or, by breaking up an existing 
backward area industry into two and going to 
another backward area, and so on. There has 
been no direct and logical link between fiscal 
incentives on the one. hand and the industrial 
licensing policy on the other. 

And, now, I come to the other aspect of it.   
More than anything else most industrialists  
and particularly the    major industrialists have 
continued to harp on the fact that these fiscal 
incentives    are not enough although they    
have    been growing from year to year 
because   the infra-structure does not exist.   
Now, Sir, if the responsibility for the 
establishment of major infra-structure is that of   
'he Government and to a large extent   one 
must concede that it is so, but they have not 
agreed even to establish minor infra-structural 
facilities for going to a backward area.    In 
fact, generally speaking, Sir, there is a general 
reluctance to go to backward areas.   
Therefore,   in   our industrial licensing policy, 
simultaneously with the availability of   fiscal 
incentives, unless an element of compulsion is 
introduced that, by and large, for permission or 
licence to establish an    industry in an already 
developed area, an effort will be made or a 
corresponding effort will be made for 
establishment in a     backward     area,     I    
am     afraid, Sir,    this    process    is    not    
likely    to lead us anywhere.   Sir, as I said I 
have heard  that the  Industrial  Development 
Ministry have themselves conceded that fiscal 
incentives are the least part of the problem  
and  in a  very detailed  study conducted by the 
Ministry of Industrial Development itself they 
have come    to the conclusion that backward 
areas   can develop industriaDy only   if   there   
are selected  focal points—certain  backward 
areas—around which industries can   be 
established.   Therefore, I would only say 

that there musf be a direct, logical link 
established with the industrial licensing 
policy in this respect. 

Now I come to the third part and that is the 
abolition of development rebate and its 
substiution by 20% initial derpe-ciation. Most 
industries have already represented that the 
20% initial depreciation certainly is no 
substitute for development rebate. At the same 
time I fully appreciate the view of the Finance 
Ministry that having permitted development 
rebate for over 15 years it is high time 
development rebate by itself is abolished. But 
there is one particular industry whose case I 
would like to urge, and that is shipping. 

As the hon. Finance Minister must be aware, 
even when 20% development rebate was being 
given to other industries, shipping was   
entitled to   40% development rebate.    He  
must be  aware that over the whole of the 2nd, 
3rd and 4fh Five-Year Plans, over an entire 
period of 15 years it was the   availability of   
the development rebate at 40%  to shipping 
which enabled the generation of internal 
resources for shipping to be able not only to    
meet    the    targets    but,    in    fact, exceed 
the targets.    I    think, Sir,    the Ministry of 
Shipping has   been pressing the Ministry of 
Finance that some logical,    some    reasonable    
substitute    for development rebate  for 
shipping must be   established.   Twenty   per 
cent   of initial depreciation is only deferred 
taxation.    It   does not    generate resources 
and, as far as shipping is concerned,    I am 
certain that nothing like the target which we 
have set for ourselves in the 5th Five-Year Plan 
in terms of expansion of shipping can be 
achieved unless a satisfactory substitute for 
development rebate is established.   Here, Sir, I 
would really like to go further  and say  that 
there must be an agreement to permit a higher 
initial depreciation allowance  as 
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far as shipping is concerned. But, as a last 
resort, even if development rebate cannot be 
re-established exceptionally in the case of 
shipping, even assuring that to a large extent it 
may not be possible merely to lay down a 
higher initial depreciation allowance for 
shipping, I would like the hon. Minister 
particularly to take note of this and give the 
necessary assurance which I am asking for. 

Sir, the Taxation Laws (Amendment) Act 
contains a specific provision empowering the 
Central Board of Direct Taxes to prescribe a 
higher rate of depreciation allowance for 
specified periods in respect of ocean-going 
ships. Now, Sir, purely as a last resort I would 
suggest that this specific provision which 
empowers the Central Board of Direct Taxes 
to permit a higher rate of depreciation may be 
made a convention, a practice to permit 
shipping companies to provide for a higher 
rate of depreciation. Sir, one of the largest, in 
fact, one of the leading maritime countries, 
namely, the United Kingdom, in fact permits 
free depreciation. Depreciation at a level at 
which it can be provided. The maximum which 
the company can provide—by way of 
depreciation in any year, provided the profits 
permit, should be permitted to be written off. I 
would repeat and request the hon. Minister to 
give us a categorical assurance that in relation 
to shipping, at least, this particular provision 
available, this particular power available with 
the Central Board of Direct Taxes to permit 
shipping companies in any particular period, in 
relation to ocean-going ships, a higher rate of 
depreciation than is otherwise allowed by the 
Income-tax Act in the year, the maximum that 
the company can provide, provided profits 
permit, should be utilised in order to make 
funds available for the expansion of shipping.   
Sir, 

I would conclude by saying, please be 
liberal in the interpretation of the 
provisions relating to expenses for 
scientific research; in relation to indus 
tries in backward areas please reconsi 
der the policy so that you establisn a 
link with the industrial licensing policy 
and in relation to the resources for ship 
ping I do not think I can plead 
more strongly than I have already done 
that shipping should be enabled to gene 
rate internal resources by the most libe 
ral interpretation and the most liberal 
exercise of the powers available with the 
Central Board of Direct Taxes to permit 
free depreciation in the periods in which 
profits permit.  

SHRI BHUPESH GUPTA (West Bengal): 
Mr. Deputy Chairman, Sir, this is in a way 
technical thing. With certain minor 
amendments which are sought to be effected in 
regard lo certain categories of taxation the 
main purpose of this Bill is that it offers certain 
tax concessions to the monopoly houses in the 
name of development of backward areas. Sir, 
from time to time we have such piecemeal 
measures brought before the House in order 
either in some cases to raise the taxes—and 
there generally the victims are the poorer 
sections of the community—or to give tax 
exemptions or concessions to those in the 
upper income brackets. 

Now I should like to make some general 
observations in dealing with '.his measure. 
What we expect is a comore-hensive review of 
the income-tax laws of the country and other 
related taxation laws together with the manner 
in which they are being implemented. As is 
well known, that provision for writ is often 
taken advantage of by the tax evaders and tax 
dodgers in order not to pay even the assessed 
tax. Only recently it has been disclosed that 
the number of those  whose   tax  has  been  
assessed   at 
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Rs. 10 lakhs or more is about 660 or so and 
the outstanding taxes clue from them is of the 
order of Rs. 173 crores.    We have got 33 
lakhs of income-tax nsses-sees from whom   
we    collect normally about Rs. 700 odd 
crores as direct taxes and out of them we see 
that those tax assessments—not income but 
actual   tax assessed—are  of the  order  of  
Rs.     10 lakhs or more number about 600    
odd and between them they    owe    the    ex-
chequer  Rs.   173  crores.   It  only shows 
that  the  taxes  are   being  evaded    and 
avoided   in   the  upper  income  brackets 
especially by    the    monopolist elements 
and the Government is not in a position to 
collect those taxes.    Mr. Biju Patnaik, for 
example, is one of them, the leader of the 
Pragati Party from whom we are supposed  to 
get Rs.  1   crore and more as assessed tax.   
We have not got it and of course  we  have 
gone  to the courts, but  he  is being admired  
by the ruling party.    All the time there are  
Biju  admirers I know in the ruling party and 
in the higher circles of the Congress leader-
ship rind I would like to ask these friends 
who always in season and out of season go 
on admiring   Mr.   Biju   Patnaik   to 
persuade Mr. Biju Patnaik to pay at least 50 
per cent of the tax due from him: that will   
fetch   at   least   Rs.   50   lakhs.    I do not 
see as   to    why our friend, Mr. Chandrajit 
Yadav should all the time be praising Mr. 
Biju Patnaik.   I   think   he would be more 
profitably using his services to the nation in 
so far as Mr. Biju Patnaik is concerned if he 
persuades Mr. Biju Patnaik to pay the taxes 
due from him.    I am sure Mr. Chandrajit 
Yadav has got persuasive capacity and if    he 
tries that with Mr. Biju Patnaik probably 
some money will be coming from  him which 
is due to the country.   Now, Sir, I must 
congratulate Mr. K.  R. Ganesh for the  
interview he gave to the  New Wave     
Independence     Day    number: Minister K. 
R. Ganesh uncovers labyr- 

inth of black money—by the special 
correspondent. Nearly a two-page interview 
has been published. I congratulate him 
because he has spoken quite frankly to the 
New Wave and it has published this thing. 
Certain facts have been revealed. 1 would 
like hon. Members of this House to study 
them. Well, it comes from the Minister-in-
charge of revenue, tax collection and so on. 
Now, what do we get here? We find that 
about 213 wealth-tax cases have been 
reopened against the Birlas and their 
associates plus 35 income-tax cases. Now, 
these represent only a small number of Birla 
tax cases, but even so nearly 250 cases have 
been reopened in the case of the great Birlas 
who maintain the Lakshminarayan temple 
here and the Lakshminarayan temples 
outside. It is being visited by very 
distinguished personalities of the Government 
of India. 

SHRI   RABI   RAY   (Orissa):    Who are 
they? 

SHRI    BHUPESH   GUPTA:      Find 
out.    I do not know how much lax has been  
evaded   or   avoided   in  order    to build the 
Lakshminarayan temple    and do holy things    
in    a    holy way there. Now, here  in  this  
report  we  find  one firm,  Anantram   
Lakkandas    in    Delhi. The house of the firm 
was searched    in Karol Bagh and Rs.  1  crore 
cash    was discovered, according to    this    
information.    You    can    imagine    how    
much black money these people have.    Then, 
there are many  other cases.    In Tamil Nadu 
from one place Rs. 22 lakhs was recovered.    
Similarly,   in   the   case   of Jindal house the 
ladies who were trying to run away with 
diamonds were caught and the diamonds they 
lost to the tax collector and so  on. The 
electronically operated cellar was forced open 
and there things were discovered.    In  
Bombay  in [ one house a search was made and 
it was 
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found that all the utensils, except a pot in the 
latrine were of silver. That is how money is 
hidden. He has given many instances where 
these big business people conceal their 
income. 

I am not going into it, but this much I can 
say that the question of direct taxes is of vital 
importance. Unfortunately, it cannot be 
considered piecemeal. For example, only 20 
per cent of the total tax revenue of the 
Government of India come from direct taxes 
and 80 per cent come from indirect taxes, not 
according to the latest available figures and 
the Budget estimates. Yet direct taxes 
amounted to Rs. 700 odd crores, whereas 
indirect taxes, in the same year, amounted to 
Rs. 2,700 or Rs. 2,800 crores. Today it would 
be perhaps Rs. 3,000 crores or so. Therefore, 
whereas we see direct taxes increasing at a 
very slow rate, indirect taxes, the incidence of 
which falls on the common man, are 
increasing at a very high rale. Now, you can 
understand that Rs. 3,000 crores of the 
amount come from indirect taxes. Now. it has 
been pointed out by the Wanchoo Commitee 
and others that tax evasion is only one form 
of generating black money. There are other 
kinds of tax evasion. There is also evasion in 
respect of Union excise duties and other 
things, which Mr. Ganesh in his interview has 
very ably pointed out, including the manner 
in which excise duties are evaded by relying 
on the self-removal procedure which was 
introduced by Mr. Morarji Desai. This rules 
out physical verification of stocks on which 
Union excise duty is imposed. They rely on 
the statement of the people and levy the tax 
and much of the things are carted out into the 
black market with the result that, on the one 
hand, a kind of artificial scarcities are ,-
reated. On the other hand, black money is 
gene- 

rated, and black market is fostered. That has 
also been pointed out. Now, how are we going 
to face the situation? This is the problem. And 
when the situation should be faced, we find that 
this Government is giving tax concessions to 
multi-lateral corporations m the country, to big 
business people, in the name of development of 
the backward regions. Why should not the 
backward regions be developed in the public 
sector or with the help of the small industries 
and so on? The small industries could come up 
there; the public sector could come up there. 
Recently, in the House the Government has 
revealed that five business houses with less 
than 400 companies have taken away Rs. 186 
crores whereas in the same year, that is up to 
June, 1973, 80,000 odd units belonging to the 
small-industries sector between them had taken 
barely Rs. 356 crores. That is to say, what the 
five business houses with their 300 odd con-
cerns have taken away, twice as much, less 
than twice, has gone to the 80,000 small-scale 
units in the country. That only shows the 
uneven, unconscionable distribution of the 
capital resources in the country with a view to 
bolstering up big business, and yet they are the 
biggest tax-evaders. I know for a fact that in the 
case of the Birlas, one person was investigating 
the tax case and foreign exchange violations 
and so on. On a special order from the highest 
authorities in Delhi, he was transferred from his 
position and reverted back to his original job. 
He was not on deputation, he was sent away 
from the Exchange Control Department back to 
the income-tax department. Now, Sir, this is 
how the taxes are evaded. The Birlas do nor 
pay the wealth-tax as they should, and it has 
been pointed out that many capitalists do not 
pay wealth-lax. Prof. Kaldor gave an integrated 
scheme of investment, it was a moderate 
scheme.   We discussed 
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it many years ago in this House. We ' 
expected that this particular scheme would 
be implemented as a whole. At least, the 
approach should be to surround the 
prospective tax-assessee from all sides so that 
he has no escape route whatsoever. But what 
did the Government do ? Instead of doing 
that, instead of surrounding him from all 
sides in order to tax him, they left a lot of 
loopholes in the existing tax laws, and certain 
taxes they did not impose at all. This is how 
things are happening, with the result that 
black money now has come to be known as a 
parallel economy in our economy. And the 
Wanchoo Committee estimates that Rs. 1400 
crores of black money is generated every 
year through tax evasion. It will not be less 
than Rs. 2000 to Rs. 3000 crores. It is 
estimated that between Rs. 7000 and Rs. 
14000 crores worth of transactions take place 
in the black market. Black market has 
become a system. These raids are important, 
they should be carried out, they should be 
stepped up. And I should welcome that those 
income-tax officials and others who are 
faithfully, loyally and honestly carrying out 
the raids should be rewarded. I am not one of 
those who will accuse the officers all the 
time. I know that there are some black sheep; 
there are some corrupt people. But there are 
good people also in the Income-tax 
Department who should be rewarded. If they 
today carry on their drive in an effective 
manner in big cities and so on and unearth 
black money and tax evasion, then, of course, 
they deserve to be encouraged by us and we 
in Parliament should like to know the names 
of those meritorious and loyal officials 
because they deserve a word of good cheer 
from us. What about agricultural income-
tax? The Raj Committee's Report has been 
rejected. Agriculture is a big sector of our 
economy accounting for nearly 45 per cent of 
the 

total national income. New income is being 
generated there as a result of developmental 
activities not only due to fertilisers, seeds, 
irrigation and so on but also due to bank 
advances. Thirty per cent of the bank advances 
go to agriculture which is, of course, grabbed 
by landlords and kulaks and others of that 
type. The poor people do not get it. Anyhow 
what about taxing this additional income which 
is generated in agriculture? To-day only 0.58 
per cent of the agricultural income goes to the 
exchequer through direct taxes, whereas it 
should be not less than Rs. 1,000 crores. if not 
more, which we should get by way of direct 
taxes from the agricultural sector. Agricultural 
income-tax is not imposed because the 
Congress Party and others rely on the kulaks 
and landlords for political support. So long as 
the Congress relies on the political support of 
the landlords and kulaks in Maharashtra, 
Punjab and other places, their State 
Governments are not going to be very 
enthusiastic about imposition of the 
agricultural income-tax. That ii wny in spite of 
the recommendations of various competent 
committees and sometimes suggestions given 
by the Government at the Centre, the State 
Governments are not willing to go ahead with 
the imposition of agricultural income-tax. Sir, 
our tax arrears come to Rs. 800 crores, gross 
arrears, out of which, they say, effective 
arrears are of the order of Rs. 450 crores or so. 
Now, I should like to know what is this busi-
ness of 'gross' arrears and 'effective' arrears. It 
only shows that some Uxes are being written 
off as a matter of routine, and the big business 
people get away after some time from paying 
their taxes. Here, we have, for example, Mr. 
Goenka, whose name Mr. Ganesh has 
mentioned. Everybody knows how he handled 
the funds of the newspaper concerns with a 
view to cornering shares in 
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the Indian Iron and Steel Company. He has 
now been caught. Why is the prosecution not 
being pursued more vigorously? Why is he 
not being put in the dock in the most effective 
manner? I should like to read out one portion 
of what Mr. Ganesh said. 

"The raids on the Expression News-
papers Ltd., Madras, showed a tax due of 
Rs. 1.5 crores. Rs. 85 lakhs were seen 
entered as fictitious cash credits in the case 
of another Goenka company, Arc 
Investment Company Ltd." 

Now Goenka are involved there. It is a 
scandal story. But what are you going to do 
about it? The existing laws do not seem to be 
adequate to deal with them, or some people 
are not using them properly. Again 'Hawalas' 
are people who keep deposits with black 
money merchants.    Mr. Ganesh revealed: 

"The authorities conducted five important 
raids on 'Hawalas' in Bombay last year 
which appeared have a salutary effect on 
this type of operation. During the raids, it 
was found that one Kantilal Eussa had lent 
his name to bogus entries totalling Rs. 6 
crores." 

That is how it is running. AH I am saying is 
that we have reached a stage where tinkering 
with the problem will not do. We must cease 
to think in terms of giving tax concessions to 
(he big monopoly houses, to the big business 
houses, speculators and others. They are 
getting tax concessions. They are getting 
advances from financial Ujsti-tutions of the 
country. They run a parallel economy. Their 
own resources go into the black channel 
whereas they utilise funds from the public 
institutions in order to carry out their aims. 
They take money in the names of expansion 
which they do not carry out sometimes.    
They take money to raise pro- 

duction, which they do not utilise   for raising    
production.    (Time-beli    rings). This is how 
the Birlas and Tatas    are functioning.    Not all 
the waters of the Bay of Bengal or the whole 
waters of the Ganges  will wash away their 
sins. The  Birlas'  sins are so  great that  you 
can  pour  the whole  of Ganges  waters for a 
whole century and yet their sins will not be 
washed away at all.   Therefore, it  is no use 
trying to  encourage these people.    Mr. K. K. 
Birla is now a favourite of some people in the 
ruling party.   The Birla family, even according 
to    Mr.    Ganesh's disclosures, are    the 
greatest tax evaders.    I should like    to know 
how many Ministers meet K.  K. Birla and how 
many Ministers entertain deputations sent by 
him, by K. K. Birla and others of the   Birla   
family.     The ladies of the Birlas also are tax-
evaders. We are supposed to be a land of Sita 
and Savitri; we are supposed to be.    But when 
we come to  list the tax-evaders, the names of 
all the Birla ladies figure there.    Well, we 
have produced  in  the Birla family a whole 
number of ladies who are wonderful in tax 
avoidance and tax-evasion.   I do not know 
whether the in-laws of the Birlas are shamed of 
it, whether their fathers-in-law are ashamed of    
it,    whether their sons-in-law    are ashamed 
of  it.    But  every Indian   will certainly be 
ashamed as a result of what is happening in the 
Birla family.   G. D. Birla is behind the whole 
thing.   He now puts    his    daughters-in-law   
and   grand daughters-in-law  and  nieces  and  
others in the  category where  tax matters  are 
handled so    that if   their names come, nobody 
bothers.   Who bothers about individual Birla 
ladies? They bother about other   Birlas.    
Therefore,   this   is   how things are 
happening.   {Time bell rings). Finally before 1 
sit down, I would like to impress upon the 
Government    that the present policy of the 
Government is one of collecting taxes from the 
people. 
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I am ashamed to see that income-tax arrears 
from West Bengal alone amount to Rs. 200 
crores. Just in the State, West Bengal alone, it 
is to the tune of Rs. 200 crores in the category 
of direct taxes. And yet we find Mr. 
Siddharatha Shankar Ray, the Chief Minister 
of that State, offering concession after conces-
N sion and coming here and pleading that the 
monopoly houses be given licences and other 
things in order to start industries in the name 
of development of the local backward areas. 
This is a very dangerous game. Therefore, I 
ask Mr. Ganesh to divulge the results of the 
raids conducted in Delhi. In fact, I say Mr. 
Ganesh should have shared with this House—
because everybody does not read New Wave 
like me—the information which he supplied 
to the columns of the New Wave. It is very 
interesting and I think we should like to know 
a little more about it. He should tell us what 
the results are of the raids in Delhi, which 
houses have been raided. . . 

SHRI BABUBHAI M. CHINAI 
{Maharashtra): On a point of information, 
Sir. He said Mr. Ganesh has supplied 
information.    Is it a fact? 

MR. DEPUTY CHAIRMAN: Yes. yes. 

SHRI N. R. CHOUDHURY (Assam): He 
told this to a press man. 

SHRI BHUPESH GUPTA: Yes, here is 
the Independence Number of New Age. All 
the information is supplied; at least, enough 
of it. A good thing, Mr. Ganesh you have 
done. Mr. Chinai should, in fact, congratulate 
Mr. Ganesh. Mr. Ganesh has taken the public 
into confidence. It is not a hush-hush matter. 
These things should be known to the public 
because you need public vigilance; you need 
the vigilance of the public. . . 

SHRI RABI RAY: Let him get the Xaxes 
collected from them. 

SHRI BHUPESH GUPTA: Both things. 
First give the information which you know 
because you need the cooperation of the 
workers and employees and the public. They 
should be inspired. I think they already know 
that here is u Minister who is serious about it 
and there are some officials in the Income-Tax 
Department also who are entitled to 
cooperation from the public. (Time hell rings). 
Because he raised to point. I mentioned it. Once 
again 1 say the present taxation policy must be 
overhauled. Do not charge the small man. 
Even if you collect all the taxes from the 
people in the lower income bracket, the 
amount will be very small. Therefore, catch 
the big fish who are evading taxes and who 
number about 300 to 400 and out of them you 
can collect Rs. 300 to Rs. 400 crores. That you 
must. I am glad that on our suggestion a Cell 
has been established in the Income-tax 
Department to go into the income-tax matters 
relating to the big business houses. This cell 
should be strengthened with proper revenue 
intelligence and so on in order that you can act 
more effectively. Therefore, I demand that the 
Government should come forward with a com-
prehensive Bill after consultation ukh 
opposition parties and others interested in 
taking very strong measures. 

Finally, before I sit down I shall appeal to 
the Government that punishment should be 
deterrent in the case of big business. There 
should be a mandatary provision in the law 
prescribing at least 5 years' imprisonment. 
Otherwise big invaders in the highest income 
brackets will always go to High Courts, pay 
fines and get away. The moment you make a 
provision for five to ten years' imprisonment 
and make it mandatary, Birlas, Dalmias and 
many Mundh-ras will hesitate ten times before 
evading tax.   Black-marketeers, hoarders and 
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profiteers should be dealt with harshly by 
making the punishment very stringent. That is 
the only way to deal with them. 

SHRI NIREN GHOSH (West Ren-gal) : 
This Bill, in the name of developing 
backward areas, has showered a number of 
new concessions to the business circles and 
big industrialists. There was a budget. Now 
this Bill is a further dose of concessions to 
them. Perhaps that is the only method known 
to the Government of India. 

Now, I will begin with Shri Ganesh. In the 
last session, he took from me a file regarding 
Mundhras indicating how they have been 
cheating. All the details were given there. 
Mundhras are running four benami concerns 
in U. K. . . . 

MR. DEPUTY CHAIRMAN : Only four? 

SHRI NIREN GHOSH : I suppose it 
should be more than that. But in the 
document it was only four. That has been 
proved to the hilt in the document. If the 
Government had the desire, they could lay 
their hands on them. I gave him that 
document. That has not yet been returned to 
me. There has been so much scandal about 
Mundhras. First it was raised by Feroze 
Gandhi. But how much money has been 
recovered from Mundhras? And what about 
this document that the Minister took from me 
? 

MR. DEPUTY CHAIRMAN : It is in safe 
hands. 

SHRI NIREN GHOSH ; This is the first 
point that 1 would like to bring to his notice. 

Before this budget there was a period in 
the sixties when the direct taxes were about 70    
per cent.    Thereafter it    was 

raised, but raised not in the true sense because 
through development rebate, depreciation 
allowance, export subsidy, tax holiday, this 
and that, there were many concessions. 
Actually though it was shown that India is the 
most heavily taxed country, it was far less 
taxed than U.K., France or Italy. A number of 
concessions were substracted from them and 
they came down to nothing more than 40% or 
so. In the U.K. and other countries, Sir, it is 
50% or 52 

3 P.M. 

SHRI BABUBHAI M. CHINAI : They are 
all developed countries. Don't talk about them. 

SHRI NIREN GHOSH: These things which 
were 90% came down to 40% and the other 
things were eaten up. This is how this 
Government functions and thi? is how it bluffs 
and tries to cheat the common people of this 
country. In those days, it was 70% or 72%. 
Now, in this budget, they have reduced it on a 
very large scale, they have reduced the 
taxation on a very large scale. What is the plea 
? Now, Sir, these so-called honest fellows who 
are the custodians and guardians of our 
companies are the masters of this Government. 
I say they are the masters and these people are 
only the servants. This Government, headed by 
Mrs. Indira Gandhi, is a servant and nothing 
but a servant of the monopolists and this 
Government wants to serve the monopolists 
and it is they who wield 'he power and not the 
Government. This is what I was saying. One 
can talk of the bogey of right reaction. But is 
this Government a right reactionary one ? 
Possibly so. It is very difficult to deny that 
because of the forces of counterrevolution and 
reaction, of the monopolists, landlords, kulaks, 
profiteers, swindlers, hoarders, etc., form the 
bulk. 
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Ninety percent of them are mobilised there. 
So, this is the source of right reaction and it 
is they who wield power and Shrimati Indira 
Gandhi is their leader. She is their leader and 
1 say it deliberately that she is their leader 
and not anybody else. Now, Sir, in those 
days, I have been saying. Sir, the tax-evaded 
income annually was about Rs. 1,400 crores 
and actually, the tax evasion, according to 
the Government, was more than Rs. 100 
crores. That was the tax-evaded income and 
the actual tax evaded, according to the Gov-
ernment, was more than Rs. 100 crores. But 
these are all fictitious figures. I say that 
these are all fictitious figures because, Sir, 
more than fifteen or sixteen years back. Prof. 
Kaldor said that the tax evasion was to the 
tune of about Rs. 200 crores annualy and 
that was a conservative estimate. Now, their 
assets have grown and this evasion must be 
of the order of about Rs. 500 to Rs. 600 
crores annually and this is one of the sources 
of the parallel economy or black money 
economy and it is under the patronage of the 
Government; otherwise, this could not have 
happened. Also, Sir, Prof. Kaldor was 
appointed by the Government of India to go 
into the tax structure in all its entirety. At 
present, Sir, it must be between Rs. 500 and 
Rs. 600 crores and this is a '.ource of the 
parallel economy or black money economy. 

Then, Sir, their concern for the backward 
areas, I should say, is only a lip-service. It is 
only a lip-service and they never cared for 
the backward areas. This is another sop that 
is being offered to the backward areas and 
this is how it is going to help them. ! 'I give 
you some figures relating the amount 
sanctioned and the amount released for the 
year 1973-74 up to 31-3-74.    For 
Maharashtra it is Rs. 8 cn>res 

and that is the sanctioned amount. Look at 
Assam. It is 1 crore and 49 lakhs. Look at 
Bihar. It is a bit more than Rs. 6 crores, Orissa 
: Rs. 2 crores . . . 

SHRI D. D. PURI (Haryana): What are 
these figures ? 

SHRI NIREN GHOSH : Progress of Half-a-
million Jobs Programme. That is necessarily 
for backward areas. You see the figures. It is 
revealing, how they have favoured the most 
advanced States, how they have neglected the 
most backward States—Assam, Orissa, Bihar, 
VI e-ghalaya, Manipur, Tripura . . . Even West 
Bengal has now become backward. 
Maharashtra was at a distance of three, 
compared to West Bengal. Now West Bengal 
is perhaps third . . . 

SHRI BABUBHAI  M.    CHINAI     : 
What is it due to ? 

SHRI NIREN GHOSH : It is due to one of 
your industrialists, G. K. Bhagat. In 1966, 
according to the figures in the Statesman, 
Annual Number, the decline of West Bengal 
was complete, when the Congress was ruling at 
the Centre and the State continuously. The 
decline was complete . . . 

SHRI N.  R. CHOUDHURY   :  You 
cooperated also. You resorted to strike . « < 

SHRI NIREN GHOSH : We are nowhere in 
the picture then . . . 

MR.  DEPUTY CHAIRMAN   :   Mr. 
Choudhury, you will have to speak from your 
seat. Even if you want to interrupt, it must be 
from your seat, not elsewhere. 

SHRI NIREN GHOSH : That is what things 
have come to. Now, it you take all the figures, 
I can read out. Meghalaya:  Rs. 20 lakhs, 
Manipur: Rs. 
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crores and 63 lakhs, Tripura : Rs. 33 lakhs, 
Uttar Pradesh has got about the same, Maha-
rashtra Rs. 8 crores and 79 lakhs, West Bengal 
was sanctioned Rs. 15 crores but actually the 
release was Rs. 7-75 lakhs. Considering this as 
a backward State, the unemployment problem 
is the most acute in West Bengal. You can see 
this from the live registers of the Employment 
Exchange. Unofficial calculation is that it is 
anything like 55 lakhs, out of a population of 
4j crores. That is the calculation. That's how 
the •Government functioned there. 

1 would like to give you another figure. 
This is about money dis t r ibut ion  by the 
Central Government financial institutions. 
That also is an index of the Government of 
India's concern for backward areas. It is in 
lakhs. The Industrial Finance Corporation of 
India have given Rs. 32.7 crores to Maha-
rashtra. To Orissa they have given Rs. 5 
crores, Bihar : Rs. 6 crores, West Bengal : Rs. 
2 crores and 94 lakhs. This is about the ICI. 
What is the sanctioned amount ? Maharashtra, 
Rs. 48 crores and 43 lakhs, Orissa, Rs. 5 
crores: Rajasthan, Rs. 6 crores; Bihar, Rs. 11 
crores. L. I. C. is like this: Maharashtra—12 
crores; Orissa—-2.% crores; and West Bengal. 
1.64 crores. West Bengal has got less than 
Orissa. Of course, Orissa is very backward. 

MR. DEPUTY CHAIRMAN   :   How 
many more figures do you have because your 
time is going to be up ? 

SHRI NIREN GHOSH : These are the 
revealing figures about the Government's 
concern for the backward areas. Now, the 
Chief Minister of my State, Shri S. S. Ray, 
who occupies the 'gaddi' by force and not by 
elections, is crying 

hoarse that the State has been neglected. He 
says: "Special accommodation for eastern 
region demanded". Of course, under that 
cover, he pleads for something else. All are 
like that. Even Shrimati Indira Gandhi is 
doing that. Whom can you consider above 
these things ? Somebody said that she is not 
involved in this. But I have ' lea'nt from a very 
respected and veteran Congressman—I will 
not name him becuase it is not proper—that 
Shri lawafearlal Nehru knew that some black 
money is being taken. But he himself never 
dabbled in that. He kept himself aloof from it. 
Here, Shrimati Indira Gandhi wants every pie 
of black money to be collected by herself. It is 
only under her direction that the funds can be 
collected. One top executive told me that he 
himself gave her 30 lakhs of rupees in cash 
personally. 

SHRI D. D. PURI : The hon. Member 
should withdraw his words. 

MR. DEPUTY CHAIRMAN : Unless you 
name the person, you cannot prove anything. 

SHRI NIREN GHOSH : The other day I 
talked about Coollie Mastan. She could not 
say anything. 

(Interruptions) 

 

MR. DEPUTY CHAIRMAN   :    Mr. 
Rajnarain, please take your seat. 

Mr. Niren Ghosh, you will have to wind up 
now. 

SHRI NIREN GHOSH : Please give me a 
little more time because I have been 
interrupted. 
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MR. DEPUTY CHAIRMAN: You have 
taken quite some time and you are not 
strictly relevant. I have forgotten about the 
relevancy. But at least time should be 
adhered to. 

SHRI NIREN GHOSH : Now, they are 
proposing to waive the clause about company 
law donations. Some of the Congressmen 
were telling me that it such a thing happens, 
then whatever money is given, it will be 
given to lhe Congress alone. If you make it 
tax free, then perhaps Jana Sangh and others 
will get more. We are not bothered by this 
because we have not taken even a single pie 
from them. Sir, if you see the list of articles 
or things given in the ninth schedule, you will 
be astounded to see the names of iron and 
steel, non-ferrous metals, ferro-alloys and 
special steels, steel castings, thermal and 
hydro power generation equipment, 
transformers and switch gears, electric 
motors, soda ash, caustic soda, commercial 
vehicles, ships, aircraft, tyres and tubes, etc. 
This is the list of articles that is newly 
included. If they can 3et up those things in 
backward areas, they will get concessions. 
Sir, I should like to point out this. Can any 
medium entrepreneur or small-scale 
entrepreneur ever hope to establish any 
concern in these articles? Never. So, what 
does it amount to? It amounts to this that if 
some big business concedes to go to some 
backward area, the State Government will 
give them special privileges. They will give 
them privileges- Over and above that, this 
Government is giving a series of 
concessions. It is only for the benefit of the 
big business and not for the backward areas. 
Sir, you will be wonderstruck that 20 larger 
houses . . . 

SHRI N. G. GORAY (Maharashtra) : Mr. 
Niren Ghosh, the whole trouble is 

that in spite of all these inducements, they are 
not going there. That is the problem. 

SHRI NIREN GHOSH : Sometimes-they 
do go. Why did the Gwalior Rayons go ? At 
that time it was backward. 

SHRI BABUBHAI    M. CHINA! The 
point is the availability of    infrastructure, 
power, railway lines, etc. 

SHRI NIREN GHOSH : The other day it 
was said that entire bamboo of Madhya 
Pradesh was given to the Birlas. What about 
that ? There was a hue and cry over that. So, 
it is concentrated in Maharashtra, Gujarat and 
advanced regions. They will not go to the 
backward areas unless the entire licencing 
policy is changed, unless the Central financial 
institutions' headquarters are removed from 
Bombay and dispersed over the big cities of 
India. Why not Madras get it ? Why not 
Patna? Why not Kanpur? Why not Calcutta? 
Why not Bhopal? Like that, they have 13 
Central financial institutions which can be 
dispersed over the big cities. Everybody 
knows that industrial business follows in the 
wake of capital, finance and banks. If you 
concentrate them in the western region, trade, 
commerce and industry are bound to go there. 
It is automatic. Then. Sir, all the basic 
industrial raw materials like petrol, petroleum 
products, steel, coal, etc. must be priced equal 
throughout India. Then only, there is a chance 
that they will go there. So, these are the two 
most urgent steps to be taken if there has to 
be any ghost of a chance for the industry to 
go to the backward areas, unless the 
Government themselves set up industries 
there. Unfortunately, they do not do it. 

{Time bell rings). So, Sir, I was 
saying that the backward areas got 27 licences  
only while 



155 Direct Taxes [ RAJYA SABHA ] (Amdt.) Bill, 1974     156 

[Shri Niren  Ghosh.] the big business 
house in the advanced areas got    327 
licences.     That is    the Government's 
policy. 

MR.  DEPUTY CHAIRMAN   :   Mr. 
Niren    Ghosh,    I    will    call    another 
speaker. 

SHRI NIREN    GHOSH    :    Jt is a cruel 
joke.    I cannot support the    Bill. 
(Interruptions) 

SHRI BABUBHAI M. CHINAI : Mr. 
Deputy Chairman, Sir, I intend io be within 
the four corners of the Bill. I do not want to 
treat this as an occasion as if the Budget is 
being discussed on the floor of the House. 
The Supplementary Budget is shortly 
coming up for discussion and at that time 
there will be very many opportunity for us 
to make our observations as have been done 
by my friends, Mr. Bhupesh Gupta and Mr. 
Niren Ghosh. 

Therefore, Sir, within the limited scope 
of time which has been given to me, I say 
that I have gone through the debate on the 
Bill in the Lok Sabha and I have also heard 
the hon. Members who have spoken on this 
Bill in this House. I would, however, as I 
said, like to make a few observations on two 
important issues. 

In my view the Select Committee has not 
adopted a realistic approach in respect of 
initial depreciation (as an alternative to 
development rebate) and backward area tax 
concessions. 

Development rebate has worked as a 
powerful lever to industrial development. It 
has also served as a cushion against rise in 
costs of industrial plant and machinery. The 
need to continue this is, if anything, more in 
the prevailing circumstances when these 
costs are mounting up. Moreover, there are 
many enterprises which took    effective 

steps to implement new projects or 
complete their expansion programmes by 
the scheduled dates. This, however, has not 
been possible owing to the serious and 
prolonged power shortages in the country 
during the last two ye<\rs. The industrial 
production as a whole has been affected 
adversely. Delivery of plant and machinery 
ordered for setting up new industries or for 
expansion are being inordinately delayed. 
The tenure of development rebate, therefore, 
need to be extended further. 

Further, initial depreciation can never be an 
adequate substitute for    development rebate.   
The whole point of development rebate is to 
enable an industrial unit to meet the ever 
increasing cost of renovation and   
replacement.    Development rebate provides 
a deduction    over and above the full cost of 
the asset.  On the other hand, initial 
depreciation merely means accelerated 
depreciation or a larger depreciation in the 
first year, and it is taken into account for 
determining the total depreciation available 
over    a period of years which can in no event 
exceed the actual cost.    In other wards, 
unlike development rebate which means a 
reduction in   tax, initial depreciation only 
means postponement of tax.    The trend in 
many other countries, including the U.K. is 
now to let the tax-payer choose the  amount 
of depreciation he will claim in any year—he 
may   claim even 100 per cent of the cost as 
depreciation in   the very    first year-      It is, 
therefore, necessary that initial    depreciation  
should   be  available   over  and above  100 
per cent depreciation.    Shri D. D. Desai in 
his minute of dissent has very rightly   
proposed   that   the initial depreciation 
allowance be raised to 25 per cent and the 
total depreciation  be allowed to 125 per cent. 

What is worse is that the Ninth Schedule 
which contains the list of articles 
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or things  entitled for initial    deprecia- i tion 
has not been adequately   enlarged. A number 
of articles or things that are listed in the    
Fifth    Schedule    for the purpose of   
development   rebate   continued to be 
missing in the Ninth Schedule.     Shri Era  
Sezhiyan    has      very aptly stated in    his 
minute of   dissent, "there seems to be no 
rhyme or reason for inclusion    or omission    
of    certain industries in  this list as 
compared    to the   Fifth  Schedule.    Ninth   
Schedule, therefore, should incorporate all    
these industries contained in the Fifth Sche-
dule.    In any case the inclusion of pesticides, 
rayon and synthetic textiles, automobile, 
ancillaries, seamless pipes, gears, balls,  
chemicals    and    petro-chemicals, roller and 
tapered bearings are must for upsurge in  
production.    I  am  also  of the opinion that 
in the absence of development rebate, some 
concessional    tax treatment may    be 
accorded to    profits ploughed back   for   
development.     Although, it is heartening 
that the   Select Committee deemed it fit to 
extend   the benefit of initial depreciation 
allowance in respect of machinery and plant 
installed in small    scale industrial undertak-
ings irrespective of the articles or things 
produced by them, the benefit,   however, has 
been limited   to only   those   small scale 
industries which have    machinery and plant 
installed upto the    aggregate value of Rs. 7.5 
lakhs.    It has to   be appreciated that in an 
economy of today when    prices have pushed 
up like anything, the figure of Rs. 7.5 lakhs is 
too low a figure.   The benefit to be meaning-
ful,   the concession need to be extended to  
all small scale    industries    with machinery 
and plant upto the value of Rs. 15 lakhs. 

Another important provision which 
relates to the proposal to exempt 20 per cent 
of the profits of industries started in 
backward areas, is hardly an 

adequate incentive since the additional costs, 
both on capital and revenue account, of 
running an undertaking in a backward region 
would far exceed the savings in tax proposed. 
The Select Committee has not appreciated 
that setting up of a new business in the most 
remote backward area is a formidable task. 
Such areas do not have the facilities like 
transport, electricity, housing, medical, 
education and other civic amenities. The 
entrepreneurs will, therefore, have to incur 
extra cost in setting up any industry in such 
areas. Even the required personnel will have 
to be brought from near and far distances and 
provided with basic amenities- More so in 
any industry there can hardly be any profits 
for the first five or six years. The 20 per cent 
exemption of taxable profits would, therefore, 
operate only for \ or less than -J of the ten 
years. It is, therefore, necessary that the 
proposed concession is made sufficiently 
attractive. For that, one has only to compare 
the tax benefit and cash subsidies offered in 
other countries like Argentina, Brazil, Iran, 
Italy, Puerto Rico etc. In these countries and 
many others the profits of undertakings in 
backward areas are wholly exempt from tax 
for ten to 15 years. 
In India, among others, the Working Group 
on Fiscal and Financial    Incentives for 
starting Industries in Backward Areas in their 
Report (1969) had made several 
recommendations, which include: (i) grant of 
higher development -"e-bate to industries 
located    in    backward areas; 
(ii) Grant  of  exemption    from  income-tax,   
including   corporation  tax, for five years, 
after providing for the development rebate. I,   
however, only submit that the deduction may 
be linked to  the    capital employed rather 
than providing  partial exemption in    
relation to profits.    Pae 
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deduction may be equal to 9 per cent per 
annum of the capital employed in an 
industrial undertaking set up in backward 
areas for a period of fen years in addition to 
6 per cent of capital employed which is 
already available by way of tax holiday to 
other newly established undertakings. 

If these few steps are taken it is very 
likely that the under-developed areas of the 
country will be more developed and more 
entrepreneurs will go to those areas. 

Thank you. 

SHRI D. D. PURI : Can I seek a 
clarification ? Did I hear the hon. Member 
say that in the U. K. you can provide for as 
much depreciation as your profits will permit 
? I believe, it is the initial investment 
allowance which is more or less the same as 
our development rebate but not that you can 
allow as much . . . 

SHRI BABUBHAI M.    CHINAI     : 
No, in the first year, I have said, you can 
take it back. In the U. K. also it is the same 
thing. 

MR. DEPUTY CHAIRMAN : Yes, Mr. 
Minister. 

THE MINISTER OF STATE IN THE 
MINISTRY OF FINANCE (SHRI K. R. 
GANESH) : Sir, I am thankful to the hon. 
Members who have participated in the 
debate. The debate has been extended to a 
much wider field, some connected and some 
absolutely not connected with the Bill. Sir, I 
was trying to say that the discussion has been 
extended to a wider field, some connected 
with the Bill, some not connected with the 
Bill. For instance, I take the point that Shri 
Niren   Ghosh 

made.    He is a very senior and veteran 
member.    One does not agree with him but 
one does not like to quarrel with him.    But he 
started discussion of   the general 
backwardness which is there in the country and 
various concessions that the Government has 
given, which   have not  been utilised    and    
various    other things.     Before I go into the   
various points made by the hon.    Member    as 
far as the Bill is concerned, I    would like to 
take this opportunity of repudiating some of the 
wild charges that Shri Niren Ghosh has made in 
relation    to the Prime Minister.     I think    for 
the purposes  of record,  it is necessary for me 
to repudiate it.     Sir, it is all right for him not 
to  agree with our    party and call it a party of 
monopolists, landlords, and these are the things 
one can always say but the kind of wild charges 
made, I do not think, serve any purpose. Sir, in 
a discussion of this nature, to divert the whole 
discussion from the Bill itself or from the wider 
aspects of the Bill which were dealt with by 
Shri Bhu-pesh Gupta tried to do by referring to 
administration  of  taxes,   about  arrears of 
taxes, about evasion of taxes, about various  
other things or  matters  which could be linked 
up with the Bill because after all the    Bill 
deals with the direct taxes,  to  other 
extraneaous    matters  is not  proper.     Now,    
Sir, therefore,    to link this up and make the 
charges that he has made. I thought it is better 
for me to repudiate. 

Sir, the House is aware that this Bill has 
come in response to an assurance which the 
Finance Minister gave. !n his Budget speech for 
the financial year 1973-74, Sir, he had said : "I 
gave notice of Government's intention to 
withdraw the development rebate in respect of 
ships acquired or plant and machinery installed 
after May 31, 1974. In   response to   the 
demand   that   this 
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should be substituted by other fiscal con-
cessions to impart a continuing momentum to 
industrial growth in the country, I had 
indicated that I would come up with some 
specific proposals for eneouraging industries 
in selected sectors and those in backward 
areas ? In pursuance of this undertaking, 1 am 
giving an indication of certain measures 
which Government has in mind for ihis 
purpose, as also 'for promotion of research 
and development, and exports. 

SHRI BABUBHAI    M.    CHINAI   : 
This does not substantiate any development 
rebate. 

SHRI K. R. GANESH   :    Of course that is 
your position.     You have    discussed it.     It 
has not been possible for the Government to 
agree, after   having taken a decision to 
discontinue the development    rebate.     
Development   rebate has lasted for  15 years; 
it has    served its purpose; it has led to over-
capitalisation. Therefore, the Government 
thought that    development    rebate    has to    
be discontinued.    Now, Sir, this Bill seeks to 
replace   development   rebate by    an initial 
depreciation allowance which will be  
available for  various  categories    as has been 
mentioned in the Bill ind    in the Schedule 
and, then. Sir, a tax concession of 20 per cent 
for a period of 10 successive assessment years 
to  industries and hotels which might be set up 
in backward areas and the    conditions have 
also been laid down there.     This also seeks to 
give certain tax concessions for promoting      
scientific research   and for export market 
development    allowance  and  certain  other  
incidental matters as a result of a judicial    
decision which required rectification.     As far 
as the general thing is concerned, two or three 
points have been made out and I shall try to 
answer them.     One    point that was made out 
was that since Finace Bill No. 2 has come, it is 
not uniform 6—23 RSS/74 

policy of the    Government that    they have 
brought this sort of relief. 

SHRI BHUPESH GUPTA   :   May I 
make a request to you ? As far as the points 
that you have tried to meet ate concerned, you 
have repudiated some of the things. It is all 
right. Would you kindly lay a statement some 
time in this House showing the- results of the 
various raids that you have carried out under 
the Income-tax law ? According to what you 
said it seems they produced some little results. 
We should be informed of that. It is not 
possible to get to know these things through 
questions or other things. Therefore my 
suggestion is that same White Paper like thing 
I should be made available to Members of 
Parliament on this. 

SHRI K. R. GANESH : When I come to 
the point which the hon. Member has raised 
I shall try to state roy view. 

Now, what 1 was trying to submit was that 
one of the criticisms made as   far as the 
limited object of this BilL is concerned is that 
since we have    now the Finanqfc Bill    No. 
2 and as there    are constraints on the    
economy why    this relief      measure    
should      have     been brought.    Trying to 
answer that I indicated  that  the  Finance    
Minister    had already given an assurance on 
the floor of Parliament  that when the    
development rebate was discontinued some 
sort of incentive would be there.     There is 
also another wider aspect to this.   In the 
economic    situation  in which we    are, apart 
from inflation,    apart from various other    
factors, apart    from    black money, apart 
from lack of distribution system, apart from 
all other factors, the one important factor is 
that production has to be    increased.     That 
is    not a party matter;    that is not an 
ideological matter. 
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SHRI    BABUBHAI  M.    CHINAI   : 
You talk of increasing production but it is 
actually decreasing. 

SHRI K. R. GANESH : That is a 
viewpoint. 

SHRI    BABUBHAI   M.    CHINAI   : 
That is not a viewpoint; it is a matter of fact. 
Last year the growth rate was 1.4 while this 
year it is 0.4. 

SHRI K. R. GANESH : We are trying to 
give another incentive. But even when there 
is production in the country things are not 
available; goods go into black market and 
there is tremendous suffering felt by the 
people. 

SHRI    BABUBHAI  M.    CHINAI   : 
Which is the item in which you have more 
production and still people are suffering ? 
Let us understand this properly. 

SHRI K. R. GANESH : I was only trying 
to submit that there is need for increasing 
production particularly in critical areas, in 
those critical industries which are very 
necessary and which are given in the 
Schedule- When there is need to increase 
production the world over it is desirable that 
incentives are given. And these incentives 
have come to replace the development 
rebate. To what categories it will apply and 
for selecting the industries which are there in 
the Schedule, some criteria were fixed and 
they are,—high priority from export angle, 
essential needs for intermediate and 
investment goodc, essential goods of mass 
consumption, capacity constraints, etc. 
Industries which are making high profits 
were not included in this. Since development 
rebate is being replaced by initial 
depreciation allowance, it was thought that 
this initial depreciation allowance need not 
be applicable to all industries but only to 
those which 

As 1 indicated, when we talk of high priority 
industries, when we talk of critical industries, 
when we talk of industries producing mass 
consumption goods, the idea is not whether the 
small sector is going to get it or the big sector. 
As far as small sector is concerned I shall 
come to it later. Here the idea is that these are 
critical induslries which are very necessary for 
the economy, which are . . . 

SHRI BHUPESH GUPTA  : No, Mr. 
Ganesh. Under the Directive Principles of the 
Constitution, Article 39, we are supposed to 
stop and prevent the concentration of wealth 
and economic power. This is one of the 
objects which are there and therefore when you 
give industrial licences to big business houses 
you are adding to the concentration of 
economic power which is against the Directive 
Principles of the Constitution. 

SHRI K. R.  GANESH   :   As far as 
the reduction in the concentration of economic 
power is concerned, there are other 
instruments which the Government is using. 
Here, only certain fiscal concessions for the 
development of certain industries have been 
given. As ihe hon. Member knows, there is the 
Monopolies and Restrictive Trade Practices 
Act. The very instrument of licensing is there. 
Here only those industries which have got a 
licence will be 

 

I mentioned, like high priority industries, 
industries producing mass consumption goods 
etc. 
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entitled to the depreciation allowance. So, the 
instrument of licensing is there and the MRTP 
Act is there. Other taxation measures are there 
which are aimed at bridging the gulf between 
the larger houses and others. 

SHRI BHUPESH GUPTA : What about the 
Mafatlal group ? Their assets have gone up 
from Rs. 45 crores to Rs. 167 crores between 
1964 and 1971, more than 300 times. This is 
not the way to stop concentration of wealth. 

SHRI K. R. GANESH : Parliament is aware 
of these facts, how concentration has 
increased, but the limited object of this Bill is 
this. It seeks to give certain incentives in the 
form of initial depreciation allowance for 
high-priority industries. Those companies may 
be larger houses also because the needs of 
production at this point of time demand it . . . 

 
The other point is about backward areas. 

Some criticism was made as to how this 
backward areas list was drawn up, when other 
areas are not there. I would submit to the 
House that the list was drawn up firstly by the 
committee known as the Pande Committee, 
when he was Secretary in the Planning Com-
mission. Now, he is the Cabinet Secretary. 
This Committee has located the backward 
areas. It was discussed in the National 
Development Council. It was in consultation 
with the State Governments that the backward 
areas have been located. Then, it was 
discussed with the banking department, with 
the Industrial Development Ministry, and 
these areas have been located as back- 

ward areas. Now, these backward areas cover 
almost two-thirds of the total districts. Certain 
criteria have been laid down and in the course 
of discussions in the Select Committee very 
serious scrutiny was given to this problem. 
Certain broad formulations came up for the 
utilisation of the fiscal concession and for the 
development of industries. If an area is 
completely backward without any infra-
structure, without any momentum of growth, 
without any small expertise, without any 
skilled labour being available, this concession 
could not be utilised. Therefore, the area, apart 
from being backward, should have some infra-
structure, some momentum, some necessary 
sinews which industries require in terms of 
transport, etc. There can be difference of 
opinion as to why a district has not been 
included, while another has been included, but 
two-thirds of the districts in the country have 
been included. The fact that they will be 
eligible for concessional finance from 
financial ins'itu-tions indicates that broad 
coverage has been made. These are some of 
the points which are concerned with the 
limited objects of this Bill. 

Shri Babubhai Chinai pleaded for 
development rebate. He has pleaded for it 
many times, but it has not been possible for 
Government to accept it. That is why the 
Finance Minister indicated in Parliament that 
development rebate would not be available 
from a particular date. Initial depreciation 
allowance would be given. This point was 
made very strongly by the industrialists' circle 
at the Select Committee stage. The Select 
Committee itself could not agree with it. 

SHRI BABUBHAI M. CHINAI : What 
about raising the limit of Rs. 7i lakhs in the 
case of small-scale industries ? 
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SHRI K. R. GANESH : Now, as far as the 
small-scale   sector is   concerned the Select 
Committee made an improvement.     The 
initial depreciation    allowance will be 
available to the small-scale industries 
wherever they may be.    The only   difference   
is   that   it   is   limited to a figure of Rs. 7.5 
lakhs worth    of assets    involving machinery    
and plant. This point was also raised in the 
other House and there    was an    amendment 
also.    Now, Sir, as late as February 2, 1973, 
the Industrial Development Ministry had once 
again stressed on this particular figure.     This 
is as part of    the industrial    development    
regulation    in wkich this figure is there.     
So, for the entire country the figure now we 
have is of Rs. 7.5 lakhs of assets and equip-
ment to classify a small-scale industry. Any 
other figure which may be used for the sake of 
the limited tax concession   may not    be 
proper; if anything has  to  be  made,    it  will 
have to    be made in this larger aspect. 

These are some of the points which have 
been made as far as the limited object of this 
Bill is concerned. Many other points have 
been raised about the . . . 

SHRI H. M. TRIVEDI : What about 
higher allocation for shipping, etc.? 

SHRI K. R. GANESH : The hon. Member 
has passionately pleaded for it. He is very 
vitally concerned with shipping. Shipping is 
always his first love. Whenever he has 
spoken in this House, he has spoken about it. 
It is a suggestion which he has made. As far 
as I remember, it is about some power that 
the Direct Taxes Board under the rules will 
have. It is a suggestion which will require 
examination. So, I cannot offhand say 
anything in this matter. 

SHRI H. M. TRIVEDI: I hope you have 
noted it. 

SHRI K. R. GANESH : There are other 
very larger points which have been raised by 
Shri Bhupesh Gupta about the 
administration, taxes, taxes evasion, tax 
arrears, larger houses, tax-evading 
operators, advernturers, etc. It will take a 
very long time for me to answer because it 
is a very fascinating subject; it will take a 
long time to go into, as I said somewhere 
else, the dark alleys and labyrinths of the 
whole tax evasion process; therefore, I 
would not like to say anything. 

 

MR.  DEPUTY CHAIRMAN   .   The 
question is   : 

"That the Bill further to amend the 
Income-tax Act. 1961, the Wealth-tax 
Act, 1957, the Gift-tax Act, 1958, and 
the Companies (Profits) Sur-tax Act, 
1964, and to provide for certain related 
matters, as passed by the Lok Sabha, be 
taken into consideration." 

The motion was adopted. 

MR. DEPUTY CHAIRMAN   :    We 
shall now take up the clause by clause 
consideration of the Bill. Clauses 2 to 8 
were added to the Bill. 

MR. DEPUTY CHAIRMAN : Clause 
9. There is one amendment of Snri 
Shekhawat, amendment No. 1. Are you 
moving it ? 
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SHRI B. S. SHEKHAWAT (Rajasthan)  :  
No. 

MR. DEPUTY CHAIRMAN  :    The 
question is   : 

"That clause 9 stand part of the Bin." 

The motion was adopted. 

Clause 9 was added to the Bill. 

Clauses 10 to 14 were added to the Bill. 

MR. DEPUTY CHAIRMAN: Clause 15. 
There is one amendment (No. 2) of Shri 
Shekhawat. Are you moving it, Mr.  
Shekhawat ? 

SHRI  B. S. SHEKHAWAT   :   No, I 
am not moving it. 

MR.  DEPUTY CHAIRMAN   :   The 
question is   : 

"That clause 15 stand part of the Bill. 

The motion was adopted. 

Clause 15 was added to the Bill. 

Clause 16 (Insertion of Ninth Schedule). 

SHRI B. S. SHEKHAWAT: Sir. I move: 

3. "That the Rajya Sabha lecom-mends 
to the Lok Sabha that the following 
amendment be made in the Direct Taxes 
(Amendment) Bill, 1974, as passed by the 
Lok Sabha, namely :- 

That at page 12, after line 42, the 
following be inserted, namely: — '23.   
Soap stone. 
24. Lime stone. 

25. Mica. 

26. Leather. 

27. Bones. 

28. Straw Board. 

 
29. Edible oil. 

30. Building stone. 

31. And such other industries for 
which the required raw material is 
available in that District.' " 

The question was proposed. 
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SHRI K. R. GANESH : As for the point 
made by Shekhawatji and supported by Shri 
Rajnarain, Sir, I think I tried to answer when I 
replied. Firstly, in the earlier discussion, in the 
whole oi his speech, Shri Rajnarain dwelt upon 
the general problem of regional imbalances 
and the backwardness of the country. There is 
no dispute about this particular point that 
certain States have grown well industrially and 
certain States ha/e not grown like that and 
there is also no dispute about the point that 
there are certain areas which have grown 
during the last 25 years and there are certain 
areas which have not grown. The total strategy 
of development in the country includes many 
things like the plans; the concessions given by 
the State Governments, concessions given by the 
financial institutions, the building up of the 
necessary 
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infra-structure in the country, the building up 
of a climate of industrialisation in the country 
and so on and these are all the steps that are 
necessary for tackling the larger problem which 
the honourable Members have raised. But, Sir. 
this Bill is having a limited objective. Alter the 
withdrawal of the development rebate, we are 
going to replace it by an initial depreciation 
allowance which will be available to industries 
which are given in the Schedule. The Bill 
contains another tax concession which will be 
available to all the industries which might 
come to backward areas. Twenty per cent, of 
the profits of these industries and hotels will be 
exempted for a period of 10 years. This has a 
very limited objective and this Bill cannot 
tackle the general problem of backwardness 
and the regional imbalance and things like 
that. All these problems are the problems of 
the Indian economy and problems of the 
development of the economy of India and 
these have to be tackled by other instruments 
which the Government will be using. That is 
why I am not in a position to accept the 
amendment. 

MR. DEPUTY CHAIRMAN: You kindly 
reply to Shri Prakash Vir Shashtri's point. 

SHRI K. R. GANESH: As far as the point 
made by Shri Shastri ib concerned, he says 
that the matter has been raised in the PAC. I 
have some understanding of it. But I do not 
have the figure. If there is any difference in 
the figure, it will lead to an embarrassing 
position. Therefore, I will write to Shri Shastri 
informing of the exact position. . . 

 
SHRI K. R. GANESH: There is nothing 

hidden in this. This concerns the PAC.    Sir, 
this concerns the PAC. 

 
SHRI K. R. GANESH: I may state, Sir. . . 

SHRI RABI RAY: This is a very 
important matter. 

SHRI K. R. GANESH: This figure of 241 
crores is not the correct figure. There has 
been some procedural difficulty or some 
procedural omission in sending this figure of 
241 crores. Rs. 241 crores is not the 
concession, but it is only about Rs. 2 crores 
or something like that.   That is all about it. 

 

SHRI K. R. GANESH:    I will write to you 
about it. 
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MR.    DEPUTY    CHAIRMAN :The 

question is: 

3. "That the Rajya Sabha recommends to 
the Lok Sabha that the following 
amendment be made in the Direct Taxes 
(Amendment) Bill, 1974, as passed by the 
Lok Sabha, name-ly:- 

That at page 12 after line 42, the 
following be inserted namely:— 

'23. Soap stone. 

24. Lime stone 

25. Mica. 

26. Leather. 

27. Bones. 

28. Straw Board. 

29. Edible oil. 

30. Building stone. 

31. And such   other  industries for 
which  the    required raw    material    is 

available in that District.'" 

The motion was negatived. 

MR.   DEPUTY  CHAIRMAN:    The 
question is: 

"That Clause 16 stand part of the Bill." 

The motion was adopted. 

Clause 16 was added to the Bill. 

MR.   DEPUTY   CHAIRMAN:    The 
question is: 

"That Clauses 17 to 24 stand part of the 
Bill." 

on clause 15. But when we were voting on 
clause 15 there was some confusion and you 
said that you were not pressing your 
amendment... 

SHRI  B.  S.  SHEKHAWAT : It  was 
clause 9 . . 

MR. DEPUTY CHAIRMAN: It was already 
over. 

 

MR.    DEPUTY   CHAIRMAN:    He 
did not press. Probably he was under the 
impression that it is clause 15, but actually we 
were discussing clause 16 at that time. . . 

 

MR.    DEPUTY    CHAIRMAN : We 
were discussing clause 16. You did not press 
for clause 15. That is the whofe trouble. . . 

 

MR.   DEPUTY   CHAIRMAN:    We 
have already adopted clause 16.   We are now 
on Clauses 17 to 24. . . (Interruptions). 

MR. DEPUTY CHAIRMAN: You can now 
speak at the time of Third Reading ... 
(Interruptions). 

MR.   DEPUTY CHAIRMAN : What has
happened is that you actually spoke  
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MR.   DEPUTY  CHAIRMAN:    The 
question is: 

"That clauses 17 to 24 stand part of the 
Bill." 

The motion was adopted. 

Clauses  17  to 24 were added to the Bill 

Clause  1,  the Enacting Formula and the 
Title were added to the BiU. 

SHRI K. R. GANESH:    Sir, I move: 

"That the Bill be returned." The 

question was proposed. 

(The Vice Chairman (Shri Bipinpal Das) 
in the Chair.] 
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Intelligence was received that M/s 
Mercury Travels were entering into 
agreement with the foreign travel agencies 
by which they were managing the tours in 
India of foreign tourists for which 
payment was being received from the 
foreign travel agencies through black-
market channels in rupees in India. On 
search of the premises of the company at 
Imperial Hotel and Oberoi Inter-
continental Hotel at New Delhi as well as 
the residential premises of Shri G. K. 
Khanna and Shri Som Madhok, a large 
number of incriminating documents were 
recovered. Both the above persons and the 
Accountant of M/s. Mercury Travels ad-
mitted that many payments were received 
not in the usual way through banks but in 
Indian currency through unknown persons. 
After a prolonged investigation, 
adjudication proceedings were taken up by 
the Director in which Shri Palkhivala 
appeared tor the defence. Nine charges 
were framed and a total penalty of Rs. 5 
lakhs was imposed on M/s. Mercury 
Travels and G. K. Khanna jointly. 

 

THE VICE-CHAIRMAN (SHRI 
BIPINPAL DAS): You cannot continue like 
this. You have already wasted three minutes. 

Letter No. 362 written by Manager, 
Allahabad Bank, Lucknow, dated the 5th 
August, 1974, to Shri Charan Singh M.L.A. 
The Head, Vidhan Mandal Bhartiya Kranti 
Dal. 34, Mall Avenue, Lucknow. 

Subject: Current Account, Vidhan Mandal. 
Bhartiya Kranti Dal. 

Dear Sir, 

With reference to your letter No. 132174 of 
the 26th ultimo, we have to write that the letter 
in question does not embody the signatures of 
the outgoing 

 

 

(Interruption) 

 
One minute only.
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office-bearers to enable us to take cogniz-
ance of the newly elected office bearers as 
ptr established norms and practice. 

Please therefore adhere to the norms and 
get the resolution counter-signed by the 
outgoing President and the Secretary. 

 

SHRI K. R. GANESH: Sir, I have tried 
to cover some of the points earlier also in 
my remarks; I would like to make the 
position clear. 

Now, Sir, two main concessions are 
available under this Bill. One is initial 
depreciation allowance available for ships 
and aircraft, and for machinery and plant 
used for generation of electricity or for 
manufacture of articles mentioned in the 
Ninth Schedule. This initial depreciation 
allowance will also be 

available to small-scale undertakings whose 
capital investment in plant and machinery is 
not more than Rs. 7j lakhs, irrespective of the 
articles maau-factured by them, The Ninth 
Schedule is, thus, not relevant for small-scale 
industries. The second tax concession is 
exemption of 20 "i profits of industries in the 
backward areas. These are two separate 
things which are available. 

THE      VICE-CHAIRMAN      (SHRI 
BIPINPAL DAS):   The question is: 

"That the Bill be returned." 

The motion was adopted. 

THE   COAL     MINES   (CONSERVA-
TION AND   DEVELOPMENT) BILL, 

1974 

THE MINISTER OF STEEL AND 
MINES (SHRI K. D. MALAVIYA): Sir, I 
move: 

"That the Bill to provide for the 
conservation of coal and development of 
coal mines and for matters connected 
therewith or incidental thereto, as passed 
by the Lok Sabha, be taken into 
consideration " 

Sir, as is already known, two of the salient 
features of the Bill are that the Coal Mines 
(Conservation, Safety and Development) Act 
of 1952 will be repealed by the proposed 
legislation which is before the House, and the 
Coal Board which was set up under section 4 
of the above Act of 1952 will be dissolved 
and the assets and liabilities of the Coal 
Board will be taken over by the Government 
and we will have discretion and authority to 
transfer the same to a Government company. 
The third salient feature is that the Central 
Government will have authority to impose a 
duty of excise on all coal, not exceeding Rs. 
10 per tonne, according to clause 6 

(Interruption) 

You are a disciplined Member of    the House. 
I am now calling the Minister. 


