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ALLOTMENT OF TIME FOR CON-

SIDERATION OF MOTION RE, RE-

PORT OF THE ALL-INDIA INSTI-
TUTE OF MEDICAL SCIENCES

Mgr. CHAIRMAN: I have to inform
Members that under rule 153 of the
Rules of Procedure and Conduct of
Business in the Rajya Sabha, I have
allotted two hours for the considera-
tion of the motion in respect of the
Fourth Annual Report of the All-
India Institute of Medical Sciences,
New Delhi for the year 1959-60,

THE TAXATION LAWS (AMEND-
MENT) BILL, 1960—continued

Surt  BHUPESH GUPTA  (West
Bengal): Mr. Chairman, as I started
speaking, the House adjourned yester-
day. This measure is before us with a
view, we are told in the Statement
of Objects and Reasons, to relaxing
the secrecy of taxation measures,

[Mg, DepuTY CHAIRMAN in the Chair.]

There is no doubt that under the veil
of secrecy, this millionaire class and
magnates have developed tax-dodging
into a major sport. There is no doubt
about it that we all desire that the
secrecy should be relaxed and revok-
ed. I do not know as to why there
should be secrecy at all in this matter.
Even in our own country, I think
before 1922, there was less secrecy
than it is today. And we should have
thought that, now that we are func-
tioning in Parliament in a free
country, where popular opinion has to
be elicited and public vigilance has
to be promoted in all aspects of State
and public activities, it is of wvital
importance that we function openly.
We do not allow secrecy, especially
in a matter where there has been a
lot of malpractices and corruption, as
a result of which people and the State
exchequer have heavily suffered. I
was interested to read a speech or
statement made by the hon. Finance
Minister, Mr. Morarji Desai, in Bombay
on the 24th July this year. When I
read it I not only took the cutting
from “The Hindustan Times” of the
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25th July, but also I immediately
drafted a Bill called the Indian In-
come-tax (Amendment) Bill and
forwarded it to the  Secretariat,
so, that what he had said could
be implemented by law. Unfor-
tunately I had been informed
that this being a Money Bill, accor-
ding to their reckoning, could not be
introduced in this House in this
manner, I am reading out from the
paper what Mr. Morarji Desai saidi—

“Mr. Morarji Desai, Union
Finance Minister, said yesterday
that there was nothing wrong in
giving out information as to for
how much a person had been asses-
sed in a particular year by the
income-tax authorities.

He told a questioner at a recep-
tion given to him in Bombay by the
International Forum, that giving
out such information would lead to
a healthy public life. If a person
could take a pride of place in
society because he had so much
property, wealth, etc.,, why should
he be afraid of his assessment being
given? Mr. Desai asked. “If he is
afraid to give his assessment, his
credit is worthless,” he said.

Mr. Desai said that only assess-
ment would be given out. There
was no question of publishing the
account, etc, “If the assessment is
correct, there is nothing to be
afraid of. The very fact that some
persons are afraid shows there is
something wrong in the State of
Rome,” he said.”

That is what he said. These senti-
ments were incorporated in a small
Bill and I sent it. I called it the
Indian Income-tax (Amendment)
Bill. Unfortunately I could not get it
through in this House because of some
technical difficulties. Anyway, we
shall consider that. I referred to Mr.
Desai’s speech yesterday, but I have
got the cutting here today. Now,
even this much is not contained in the
amending Bill before us, Even what
Mr. Morarji Desai, the Finance Minis-
ter, has said is not sought to be
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embodied in this Bill and this Bill
eomes from his Ministry. One should
have thought that when the Finance
Minister speaks in this manner,
either he means business, or he does
pot mean business. If he means
business then this should be incorpo-
rated in a Bill of this kind, which
comes before the House after he had
made the statement. Now, what is
to be taken seriously-—the Bill or Mr.
Morarji Desai’s speech? I would like
some gentleman from the Ministry
of Finance or from the Treasury
Benches to tell us as to what is to
be taken seriously.

Tae MINISTER or REVENUE anND
CIVII, EXPENDITURE (Dr. B.
GoraLa Reppr): Sir, I do not see
any contradiction between the Bill
and what he had said in Bombay. In
this Bill we are trying to implement
what has been said in Bombay. There
is no contradiction at all,

Serr BHUPESH GUPTA: That is

the trouble. He does not see even
the contradiction. I will presently
point out the contradiction, because

Mr, Morarji Desai said that the assess-
ment should be published. You have
not provided for it. You have done
all kinds of things. I will come to
that later when I deal with the Bill
specifically. But certainly they have
not done it. That is why I put the
question: Can the public have all the
names of the assessees published?
This Bill does not provide for it and
he knows it. He is in confusion,
utter confusion. All that I can say
is that he knows it very well, When
he made his speech, you heard what
he said. He did not even suggest
that kind of thing. Anyway, it is not
there in the Bill which is the property
of the House, before you. You can
see the relevant clauses and say
whether it is provided for here.
Now, Sir, let me come to another
matter. Certain things are amended
to relax secrecy. It is a good thing,
the gesture is good. But then a
trick is made. How? See the amend-
ment now here. Before that, T will
make a few observations. In our
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I country there are about 9 lakh asses-
sees under the Income-tax Act, Then,
Sir, there is evasion which is very
high, according to the Report of the
Direct Taxation Administration
Enquiry Committee of which my
esteemed friend, Mr. Sinha, was a
very valuable and good member. That
is why I went actually to give evi-
dence before this Committee. General-
ly I do not go, but T went there and
he did a good job, We are very
proud of him that he did a good job
on that particular Committee. Arrears
in our country according to the
figures are about Rs, 284 crores or so.
Now you say that there are certain
new categories of effective arrears.
After the dues have become arrears
you do not realise them. Suddenly
you give all these reasons and say
that effective arrears are only Rs. 173
crores, Rupees one hundred crores
are written off. Somebody should be
responsible for this, It is just play-
ing with the finances of the country.
If these represent the assessed income-
tax, then there is something wrong
if the arrears are not realised, and
it does not do good to the country
and even to the Government just to
say periodically that these arrears
are bad debts, bad arrears so that they
had to be written off, and that the
effective arrears are only this much.
Even if you take the effective arrear,
it is Rs. 173 crores, which is not a
small sum for a country like ours
with so slender resources specially for
our developmental activities. Some
explanation should have been there.
They do not give any explanation.
The measures should be so amended
that we cope with a situation of this
kind, I am not blaming our officers.
There is something basically wrong in
the approach, in the laws, in the
administration, in the methods of func-
tioning, in the operation of the whole
scheme of things. That is why such
things happen, Now, see the amend-
ing Bill. There is nothing in it there
is no realisation even of this thing.

Then, Sir, we have got many cases
pending. They go on for years and
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years, and nothing is done. Again,
here in our country cases are filed
by the income-tax officer as a comp-
lainant. In the other countries it is
not so. The resull is that the same
state of affairs continues. Filing a
case as an ordinary plaintiff takes of
course a long time, and then the pro-
cesses of appeal and proceedings go
on, with the result that the monies
are not collected. Then, Sir, here,
as you know, reference is made in
the Bill to the gift tax, wealth tax,
and so on. Secrecy is being removed
to some extent with regard to these
assessees also, May I point out in
this connection that Dr. Kaldor esti-
mated that annually Rs. 30 crores
would be collected from the gift tax?
Maybe, the figure was a little exag-
gerated or it may not be so. But
what has been the collection? In
1958-59 it was Rs. 98 lakhs only, that
is less than Rs. 1 crore. In 1959-60
the yields were Rs. 80 lakhs. In the
current year it is supposed to be
estimated at Rs. 80 lakhs. See the
gap. Rupees thirty crores was esti-
mated by Dr. Kaldor, but it is not
even Rs. 10 crores. It is not even a
crore. About the expenditure tax,
no estimate was made. The collec-
tion in the year 1958-59 was Rs. 64
lakhs; 1959-60 Rs. 80 lakhs; 1960-61
Rs. 90 lakhs. For capital gains tax, it
is not there. It is not levied at all
that way, It was estimated that
Rs. 25 to 40 crores would be collected,
Regarding wealth tax, it was expected
that in the first alternate scheme it
would be Rs. 17 crores; later Rs. 23
crores. But the collection has been
Rs. 7-4 crores, Rs. 966 crores, Rs. 12
crores and Rs. 7 crores. Sir, that is
the position with regard to collection.

Now we are in a very serious situa-
tion, Direct tax is not yielding
results. It is more or less static. Its
percentage of total revenue is falling,
whereas indirect tax is gaining, with
the result that people suffer.

Coming to this contrivance here in
this Bill, it is quite interesting. The
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hon. Minister did not see any contra-
diction there. Clause 8 of this amend-
ing Bill seeks to amend section 56A
of the Income-tax Act. Now if you
refer to section 56A of the Income-
tax Act, you will find that only two
or three industries are mentioned.
Anyway the substance of it is this,
that if a company receives dividends
from a subsidiary company—I am put-
ting it in a plain way-—such dividends
shall not be taxable. No super-fax
shall be payable by a company on
such part of its total income as con-
sists of dividends received from an
Indian company formed and registered.
after the 31st of March 1952, In the
orginal Act mention was made of
iron and steel, heavy chemicals
including fertilisers, heavy machin-
ery and parts thereof, boilers and
steam generating equipment, That is
about all. In the amending Bill you
see what they are doing. These are:
retained and a whole list of two
pages of undertakings they have
added. That is to say, I do not know
how many of them, but almost the
whole of the heavy industry is includ-

ed where they make profit, where
millionaires invest money which
become subsidiary industries, where
the parent companies or holding

companies invest their money. They
run into two or three pages, I need
not read them. Every industry has
been included which is in the grip
of the monied classes. Therefore,
according to the amendment, whereas
super-tax was exempted in the case
of dividends received from two or
three industries, now this exemption
is given to the millionaire class in
respect of a whole number of indus-
tries, over a wide field of industries.
This is the position. We have more
or less calculated that one hundred
families will benefit by this thing. As
you know, Sir, the beneficiaries will
always be the very rich people
because it is they who can get the
advantage out of it. Why have you
done this? There is talk about inter-
locking, The Company Law was
amended, and it is the declared policy
of the Government that there should
not be inter-locking, that there shculd
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not be a vertical growth of monopoly
capital in the country. But by this
measure the Finance Minister
encourages both inter-locking and
vertical growth of monopoly capital,
big money, in our country. The other
day the Prime Minister in the other
House was saying that he did not
know where the national income went.
I would ask him to enter the Finance
Ministry and ask them where it goes,
If he does not do it, let him read
this Bill and he will find that the
national income goes into these chan-
nels of monopoly manipulation and
monopoly capital encouraged by the
Finance Minister, the champion of
monopoly capital in our country. That
is what +they are doing. Am I to
take it that the Government will lay
down a policy, the Planning Commis-
sion will lay down a policy, declara-
tions will be made, the Company Law
will be amended with this kind of
declaration before the country, and
the Finance Minister will come for-
ward to amend the Act with a view
to worsening the situation and
encouraging the monopoly growth in
our economy, helping the concentra-
tion of economic power and throwing
the door wide open for widespread
manipulation by the big money? It is
the question that I put to the hon.
Minister and he should give satisfac-
tion.
It is very very interesting. That point
has to be met straightway. Other-
wise things may not be clear. This

Now, Sir, how will it work?

[ 25 AUG. 1960 ]

should be made clear so that laymen !

like me will understand, My esteemed
friend will speak with authority on
the subject, but a layman like me
can make observations which would
be telling in their effect, which would
expose the mentality and approach
of the Government to this matter.
This is how things will happen and
this has happened in our country. I
give you an example. Everybody
knows it. I think it was before the
Di»~ct Taxes Administration Enquiry
Committee also. We heard all kinds
of stories. Many of us read it in the
papers, The Mafatlal Group of indus-
tries have got the Standard Company.
It was said that they were going to
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start a chemical industry, a subsidiary
industry, and that they would invest
their shares of this Company in it
Even before the company was regis-
jered, when the news spread that
they were going to start a chemical
industry, the shares of the Mafatlal
Group of Industries jumped up from
Rs. 900 to Rs, 2,000 per share. That
is how it jumped, because they knew
thai the Mafatlal Group of Industries
were powerful, that they were going
to start a subsidiary company, and
that would be a place where money
could be earned. Why was there this
rush for the share of the Standard
Company, because under this law,
formation of subsidiary companies
was allowed, and with the issue of
shares, it was announced that every
shareholder of the Standard Company
would automatically have a share in
the subsidiary company. The public
had to wait in tbe queue to buy a
share and naturally instead of stand-
ing in the queue in that way and los-
ing the chance, the public decided to
go 1n for the shares.

SHrr BABUBHAI CHINAI (Maha-
rashtra): May I know on what clause
or amendment of this Bill the hon.
Minister is speaking?

Suri BHUPESH GUPTA: Fortu-
nately for you, I am not the hon.
Minister. Otherwise, if I had
been one, I would have put Mr. Chinai
in a very desirable and right piace
as an industrialist.

Sir, this is how things will happen
if this provision is there and a3 whole
range of companies are exempted
and all the dividends from them are
exempted. You understand it better
because you make a lot of money out
of it. The dividends received from
these companies by a parent company
will be free from super-tax and be-
ing a grandfather almost in that in-
dustry, you will start investing in
these companies in order to get exemp-
tion for the dividends. Ths is what
will happen. People will buy your
shares in order to have a share in the
subsidiary company. You gain both.
ways. Your shares go up.
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Surr DADUBHAI CHINAIL: May I
know where the Mafatlal Group of
Industries have at all announced their
intention to start a subsidiary of the
Standard Mill? It ig not a fact and
no announcement has been made
officially or unofficially by the Mafat-
lal Group.

Sart BHUPESH GUPTA: Anyway,
you say that; you can certainly speak
better for the Mafatlal Group than
others.

Sart BABUBHAI CHINAIL: Then
why do you go on saying that?

Suri BHUPESH GUPTA: That you
do, Don’t take away my time,

That is how this thing happens. It
is a very serious thing. In any case,
the Tatas, the Birlas, the Dalmias, the
Jains and so on will invest their extrg
funds in the subsidiary companies.
The door is open for them in order to
earn money. The super-tax exemp-
tion is there, and they can do it free
of super-tax,

Surt JASWANT SINGH (Raj-
asthan): Has not Mr. Dange joined this
group?

Surt BHUPESH GUPTA: No, no.
Don’t drag in irrelevant issues here.
You will know what it is.

Therefore, this is the position and
you encourage this trend and you
know that in a number of industries
that will come up, investment will
take place. Extra funds wiil be in-
vested in them, moneys will te earned
and payment of taxes will be avoided.
And the benefit will go to some small
families. And an ordinary sharehol-
der would not get the benefit. Sup-
pose somebody starts one of these
companies which, we shall say

SHrt RAJENDRA PRATAP SINHA
(Bihar): I do not want to start it.

Ssr1 BHUPESH GUPTA: But Mr.
Jaswant Singh would like tg start it
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himself instead of going to the door
of Mafatlals.

Sir, he would not get the benefit
because the benefit is derived cnly by
a parent company. The new share-
holders will not get the benefit.
Therefore, the emphasis is on the
moneyed groups.

Surr JASWANT SINGH: There is
one thing

Surt BHUPESH GUPTA: He is a
very moneyed man but he deals in
elephants, bulls and horses. That is
the position.

Sir, I want to mention the penalty
clause. There is a lot of pick and choose
here. I want to point out here
they have gone into this matter. Here
is their good Report. I do not read
it out; the Minister must have read
it out. In this Report, they say about
prosecution:—

“We have in an earlier paragraph
referred to the fact that during the
last ten years, the Department had
not been able to get even a single
person convicted in a court of law
for an offence against the Indian
Income-tax Act.”

You have not got even one convicted
under the Indian Income-tax Act. All
slip through your fingers somehow or
other. They seem to be either very
slippery fingers or the person who
slips must be a very slippery person.
It must be something like that. In
all these years of independence, we
have not succeeded in securing a con-
viction in a court of law. In England,
out of 85 cases launched, 81 secured

conviction. That is the position.
Therefore, there should be punish-
ment in the penalty clause. I want

those gentlemen to be in jail. Jail
should not be only our privilege.
You can fine as much as you like.
That Bharat Insurance multi-
millionaire came flying to Delhi and
offered Mr. Deshmukh money saying
‘Here is Rs. 2} crores; take it
Money does not matter; if they go
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to jail, they can stay there, pray to
God, do a little introspection and do
good to themselves, to their family
and to the country. Therefore, in
important cases, there should be
punishment. That is not done here.
There again the pick and choose
comes. If their names are published,
there will be a flow of income. But
the thing is, it is for the authorities
to decide whether the names should
be published or not. They have pro-
vided in the Bill:—

“In revenue interest, the name
may not be published if the autho-
rities decide.”

What is the revenue interest about
it? The name of a person who has
been found guilty should be publish-
ed. What is the revenue interest in
it? All I can say is that their only
interest is to create some other ground
for manipulation by  back-door
methods, court-yard parties and so
on. That is the kind of thing that is
happening. Otherwise, every mname
must be published without exception
and the Government should not invest
the authority with this power of dis-
cretion in this matter. We want all
the names to be published. This pick
and choose business again creates a
little suspicion in our mind. Here 1
am coming to Dr. Gopala Reddi’s
point. Here in section 59B of the
Income-tax Act, it is said:—

“Where a person makes an appli-
cation to the Commissioner in the
prescribed form and after payment
of the prescribed fee for informa-
tion as to the amount of tax deter-
mined as payable by any assessee in
respect of any assessment made on
or after the 1st day of April, 1960,
the Commissioner may, notwith-
standing anything contained in sec-
tion 54, if he is satisfied that there
are no circumstances justifying its
refusal, furnish or cause to be fur-
nished the information asked for.”
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First of all, I have to make an appli-
cation and then pay a fee and then I
may ask them to give me an assess-
ment. And even so, the authorities
have the right not to give it to me if
they so wish. Why should it be like
this? It should be noted jn the books.
First of all, there should be no discre-
tion at all, because discretion will be
used in their favour and against the
public.

Sir, in this Report of the Direct
Taxes Administration Enquiry Com-
mittee, it is pointed out—I think the
Minister will himself deal with Mr.
Chinai—that in a number of coun-
tries, there is an open register where
there are the names of the assessees.
Anybody can go and see the names of
the assessees. France, Sweden, Swit-
zerland, these are the countries where
there is this arrangement. In other
countries also, this provision is there.
On page 185 of the Report of the
Direct Taxes Administration Enquiry
Committee there is a reference. It
says:—

“It is interesting to note that a
practice of publishing names of
taxpayers with assessed incomes is
already being followed in several
couniries. In Sweden, though the
income-tax law itself does not
permit the publication, every citizen
is required to declare his income
when he gets himself registered
under the National Registration Law
which is necessary for social secu-
rity purposes.”

Therefore, it is there.

“ ...In Norway, the flgures of
capital and income of the taxpayers
are made available for public ins-
pection for a period of four weeks.
In Ttaly, the publisheq material in-
cludes the declareq income as well
as the official estimates so that the
public could know the wide gap
between the two figures...”

In France, ‘“this list is made available
for inspection in every French Town
Hall for anyone who wishes to consult
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it”. Open thing. Here it is secret; it
should be kept in the files of the Min-
istry of Finance; we should not know
it. What 1s the use? Only the inte-
rested people will benefit if this pro-
vision is there, I agree. It is better,
I agree, to help interested people. I
may be interested but someone else
will not Dbe interested. Mr, Birla
might be interested in finding out Mr.
Dalmia’s things. I say it should be
open to all. The income-tax state-
ment, the figures given by the
assessee and the income assessed actu-
ally should be published so that
everybody in the world could know
it. Only then vigilance will develop.
Suppose you pass an order @f this
kind nobody will know. But if, shall
we say, you publish in the Statesman,
for example, all the names, every-
body will know. Every office of that
pariicular concern of Mr. Birla, Mr.
Dalmia, Mr. Tata, whoever it may be,
will know this is the tax, this is the
figure he gave as his income and this
is the assessed income. They will
know that. Everybody will be vigi-
lant. Everyone, whether he works in
a branch of that particular concern
in the North or in the South, from his
own experience will let you know
about the incoms whether they have
done the right thing or not.
important is to bring it within the
focus of the entire country. That is
most important. There should be no
hush-up. You have to create vxgxl-
ance in this matter.

Then, again, we must have an en-
forcement department. We do not
have one unfortunately. Publish all
the names. You can say that people
with small incomes, their names need
not be published but names of big
assessees should be published so that
¥You know what happens in their case

According to their report, they
came to know of 27,343 cases of con-
cealment of income of over Rs. one
lakh and the total concealment was
of the order of Rs 81 10 crores. Mind

What is |
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you, all big people. Only b:g people can
have concealment of over Rupees one
lakh each. Who will find it? If you
had published the names, probably
many people whe are associated with
them, people who live in the same
locality and those who work in their
offices and factories would have told
you that the statement given by them
was not correct and it should be recti-
fied and that will be a better vigilance
administration that you will create.
That is why I say that Mr. Morarji’s
assurance has not been implemented.
Mr. Deputy Chairman, again the dis-
cretion is there. The country should
get this thing now. Income-tax eva-
sion has to be fought on all fronts not
only by a proper enforcement depart-
meni which might be created but also
an intelligence department by getting
the co-operafion of the public. I per-
sonally talked to the Finance Minister
about it in some consultative commit-
tees. He admitted the importance of
it. What obtains in Western coun-
tries? They are no less worshippers
of money than this Government?
Even they, with a view to looking
after their revenues, make certain
arrangements. In Italy the system
was found to be very effective. That
is why I say that all the names should
be published. Presently this is a
farcical measure. They know very
well that they are not going to imple-
ment it. They are making a false
pretence before the country. They
want to make it look as if they are
doing something about it. We know
that with thigz measure in their hands
ceriain elements in the Income-tax
Department or the Central Board of
Revenue will be hard put to carry-
ing out whatever is intended herein.
That is the position. Therefore, I
think that a measure like this should
be discussed in a Select Committee so
that people can give their opinion,
competent opinicn and so on.

I would ask the hon. Members
opposite that they should express
themselves on it and say as to how
we can handle this matter. We
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should not ailow ourselves to be
taken by surprise by the Finance

Minmisury. Income-tax evasion has got
to be stopped in the country and the
millionaire class, who are responsi-
ble for it, have to be called to book.
For that the Government should be
armed with every single law, every
single regulation. And in this con-
nection the co-operation of the people
is very important. The Government
have taken the wrong path t{oday.
While discussing the Third Five Year
Plan in the other House, they were
talking about resources. Now the
Finance M nister comes to this House
with a Bill which gives concessions to
the millionaires and leaves the door
wide open for tax evasion and avoid-
ance It is a matter of profound
shame for any responsible Govern-
ment which talks of big things but
does g0 precious little.

Surr K. SANTHANAM (Madras):
Mr. Deputy Chairman, I am sorry I
was not herc while the Minister was
explaining the provisions of the Bill.
I intend to take only a very short time
in relation to clauses 9. 11 and 12.
These clauseq provide for disclosure of
assessments in respect of income-tax,
wealth-tax and the expenditure tax
in two cases, (i) where penalties are
imposed, and (ii) where a person
makes an application ang where the
Commissioner is satisfied that there
are no circunistances justifying the
refusal to furnish such information. I
am greatly disappointed with these
provisions because, Sir, where a
person has hecn levied a penalty, in
ninety-nine out of hundred cases, the
fact will be known to all the people
who are intervested in him. So, though
I have no ohijcetion to such a provi-
sion, it is not of material consequence

Sir, the onlv public sanction which
the Bill really proposes is in the new
section 5%(B) for income-tax and
similar sections for wealth and expen-
diture taxes to empower the Commis-
sioner to disclcsz the information on
application Sir. this amendment may
be very useful to blackmailers but
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to nobody efse. I have no doubt this
will be used by all persons who want
to blackmail a rich man. They will
get the information and tell the rich
man, ‘Well I have got the informa-
tion. I know that you have hidden
some of your income. Therefore, pay
me some amount and I shall go no
further’. 1 do not want publicity of
the income-tax assessments for this
purpose.

Sir, the income of companies is
published in their balance-sheets, The
income-tax of companies and the in-
come-tax of salaried people is known
to everybody. Therefore, the only
people whose incomes are not known
ave the rich professionals and busi-
nessmen and it is these people who
are evading income-tax to a great
extent. If publication of names is to
be helpful in preventing this evasion,
it is necessary that the general public
should know their assessments. For
mstance, all the lawyers and the
judges should know how much in-
come-tax a Bairister pays. They will
know very well whether he has
evaded income-tax or not. Even
though nobody may take any parti-
cular action against him, the very
knowledge will be a salutary correc-
tive. There will be whispers in the
corridors of the High Court that such
and such a man is cheating the Gov-
ernment, and 1 am sure in two or
three years’ time, the lawyers will
think that it is more profitable to give
true returns and pay the proper tax.
The same will hold good about doc-
tors. Today, many doctors who are
having good incomes pay very little
income-tax. But if it is known that
thev do not pay income-tax, they
will lose the respect of their own
patients; with regard to businessmen,
their business will be affected if they
give lower returns because a man who
pays higher income-tax will naturally
be considered to be doing better and
he will have better clients. So they
will find that honesty is the best
volicy. Thercfore, Sir. 1 plead that
the Government of India should take
courage in both hands and have such
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lists published for each circle and
keep them open for all the public to
see without any charge or restriction.
I would also suggest that such lists
for particular categories should be
sent to the persons or bodies concern-
ed. The income-tax assessment re-
turns of lawyers should be sent to the
High Courts, of doctors to the Medical
Councils and similarly of businessmen
to the Chambers of Commerce and
other such bodies. We want to create a
moral climate so that a man who
evades income-tax feels that he is
cheating. There are many people
who would not cheat individuals, but
think it honourable to cheat the Gov-
ernment. It is with a view to creat-
ing a new climate and putting moral
Pressure upon these people that we
want disclosures, But this particular
provision of the Government, I think,
will not only fail to meet the needs of
the situation but will also give a
special handle to evil-minded persons,
to people who want to blackmail,
because it ig only such persons who
will find the time and the necessity
to apply and get income-tax assess-
ments of other people. I do not know
how the Government came to this
conclusion and I plead that they
should still think over it and provide
that all assessments shall be publish-
ed, They may, of course, omit small
assessments. But they should say
that all assessments of income-tax for
Rs. 10,000 or more are to be published.

I am fully aware that even fthe
Publication of income-tax returns and
assessments will not completely eli-
minate this avoidance or evasion of
income-tax. There must be other
pressures also. For instance, I would
earnestly commend to the considera-
tion of the Government the sugges-
tion of Prof, Kaldor that the
Government of India should keep
yearly balance-sheets of all the rich
men in the country and they should
correlate  their income-tax, their
wealth-tax and their expenditure-tax.

Surt BHUPESH GUPTA: Some :
such account is there. I understand ‘
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the Jantar Mantar Road is receiving
such statements of accounts of im-
portant leaders.

Sur1 K. SANTHANAM: I do not
know whether they are keeping com-
bined balance-sheets of all these peo-
ple. If they are doing it, then I con-
gratulate them.

Dr. B. GOPALA REDDI: He is
referring to 7, Jantar Mantar Road.

Sart BHUPESH GUPTA: You have
been asking the big Congress leaders
to submit their accounts. I am giving
only a source of information.

Surr K. SANTHANAM: I may in-
form the hon. Member that 1 feit it
an honour to supply a statement of
account with regard to my assets and
liabilities.

Surt BHUPESH GUPTA: I am not

talking about you, but about Mr.
Chinai,
Surt BABUBHAI CHINAI: I have

already submitted my statement, Mr
Bhupesh Gupta; don’t worry,

Surt BHUPESH GUPTA: 1 would
very much like to see it

Mr. DEPUTY CHAIRMAN: Please
go on.

Sur1 K. SANTHANAM: I think that
if for about 10.000 rich persons in the
country the Government of India
make up their mind to keep complete
balance-sheets of their annual in-
come and expenditure and also their
capital assets, probably they may be
able to collect Rs. 10 or Rs. 15 crores
a year.

SHrR1 RAJENDRA PRATAP SINHA:
What about the integrated tax system?

Surr K., SANTHANAM. The
Income-tax Officer does not know
what amount of capital our assessee
has got, nor does he know his expen-
diture. The annual income minus
the expenditure must go into the
capital and gll these must be ccire-
lated.



2251 Taxation Laws

Surt RAJENDRA PRATAP SINHA:
But there are already various returns
submitted—the Gift-tax, the Expendi-
ture-tax, the Wealth-tax and so on
and so forth. All that can
be correlated. That is already on the
Statute Book and the Income-tax
Department has got all that informa-
tion.

Suarr K. SANTHANAM: I have yet
to see a law which makes it obliga-
tory on the Government to have
correlated balance-sheets of every
one of our rich men. I do not know
if there is any such obligation, but if
they are already doing it, then my
advice is superfluous. (Interruption)
I would go still further and suggest
that, as a I have been pleading for
annual publication of these income-
tax assessments, a similar publication
giving the annual balance-sheets of
all these rich people should be com-
piled and kept in proper places for
public inspection. This will provide
us a healthy climate of honesty and
people will feel that it is unwise
in their own interests to cheat the
public and the Government. That is
all I have to say. Thank you, Sir,

Suri1 BHUPESH GUPTA: Mr. San-
thanam has made a very good sugges-
tion.

Sur1 BABUBHAI CHINAI: Mr.
Deputy Chairman, I am thankful to
you for giving me this opportunity to
say a few words on this controversial
Bill.

In the first instance, Sir, 1 would
like te point out one or two wrong
statements which were made by my
friend, Shri Bhupesh Gupta, when he
was making his observations, Sir,
one statement which he made was
that the collect.on of direct taxes had
been going down. This is absolutely
not a fact. It can be proved by facts
and figures. In the year 1957-58, the
total collection , . , '

Surt BHUPESH GUPTA: I never
said that the collection of direct taxes
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was going down. I said that in pro-
portion to the total tax the revenue
percentage was falling.

Surr BABUBHAI CHINAI: That
alsp is not correct. If he bears with
me for g while, I will show him how
that statement is not correct. In the
year 1957-58, Sir, the income-tax col-
lection was Rs. 220°27 crores. In
1958-59, it was Rs, 226-30 crores and
in 1959-60, it was Rs. 242-00 crores,
Added to that the Wealth-tax, the
Gift-tax and the Expenditure-tax, in
the year 1957-58, the total was
Rs. 227:35 crores, in 1958-59, it was
Rs. 237-71 crores and in 1959-60, it
was Rs. 255'64 crores.

Surr RAJENDRA PRATAP SINHA:
What my friend meant is this: The
direct tax is not showing the resilience:
that it ought to show in the back-
ground of the developmental expen-
diture and other things,

Surt BABUBHAI CHINAI: Sir, for
a country which is under-developed
and which has been developing of
late, the progressive increase in the
total collection shows that all that
has been

Surr RAJENDRA PRATAP SINHA:
Can my hon. friend give me one
figure? What is the amount of black
money—he comes from Bombay—
which is rotating at the present
moment?

SHr1 BABUBHAI CHINALI: I am
glad that this question has been
posed to me by one of the members of
the Taxation Enquiry Committee and
I hope he must have posed the same
question to all those who came to give
evidence, and he must have found
out the position for himself. I am
not the custodian of those people who
keep black money and go on counting
it. I believe that every cit zen is an
honest man as honest as I am and my
friend there is.
Sir,

Now, to the exact

point

coming
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Mr. DEPUTY CHAIRMAN: You
may continue after lunch. The House
stands adjourned till 2 O’clock, not
2-30.

The House then adjourned
for lunch at one of the clock.

The House reassembled after lunch
at {two of the clock, MR. DEpuTY CHAIR-
MaN in the Chair.

Surt BABUBHAI CHINAIL: Mr.
Deputy Chairman, when we rose for
lunch, I was just pointing out that
this Bill which has been brought
forward by the Government is speciai-
ly to implement the secrecy provi-
sions under Section 54 of the Income-
tax Act and other direct taxes Acts.
The report of the Direct Taxes
Administration Enquiry Committee
contains many recommendations
which are useful to assessees. I am
rather surprised that a controversial
recommendation of the type of the
secrecy clause has only been singled
out for implementation and the other
suggestions made by the Committee
are being held ‘'n abeyance. On this
aspect I would like to draw the atten-
tion of the House to the observations
made by Shri Mahavir Tyagi in the
Lok Sabha and they are very inter-
esting. He said:

“As we have already mentioned
in our Report, it is not actually the
penal clause alone which will save
revenues from evasion. We felt it
is not a sort of butcher’s knife alone
which will help us. I am insisting
on a comprehensive Bill because
then the Minister would be happier
and would be well received by the
assessees and the public at large; in
such a comprehensive Bill, there
would be so many fair amenities
a'so. I am quite sure, he is having
a judicious view in the examina-
tion of the Report submitted to him.
"Then it would be a balanced 3ill
I do not'know why the Government
have been intrigued into this un-
necessary hurry by coming forward
with just a few clauses.”
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Shri Mahavir Tyagi was the Zhair-
man of the Direct Taxes Administra-
tion Enquiry Committee and as such
his gbservation should be weighed in
the light it has been made. I am sure
the Finance Minister will bear particu~
larly in mind the need for improving
the cfficiency of the Department and for
their cultivating good public relations
because then only more revenue will
be forthcoming from the assessees. It
is not so much the number of I.T.Os.
or the quantum of tax raised that
matter., What matters is the guality
and efficiency of the Department, The
revenues also will then increase, as 1
have said.

Another point on which I would
draw the attention of the House is in
connection with clause 4. Clause 4
provides that development rebate will
not be admissible in respect of trans-
port vehicles and office appliances.
Everyone knows that for the develop-
ment of the trade and industry of this
country, this particular type of indus-
try, namely, the transport industry,
requires to be developed more and
| more and therefore, to say that the
fransport industry will not be allowed
any rebate is, according to me, not
correct. Also, when big machinery,
etc. are exempted and this rebate is
allowed but if office appliances like
typewriters and others are bought,
they will not be allowed according to
this  provision. The Government
should revise their view on this
because after all, whether it is a
transport vehicle or whether it is a
typewriter which is useg for the day-
to-day work in furtherance of the
industry or trade, both have their use-
fulness and so this clause should be
amended.

{

The amendment to Section 15B of
th~ Income-tax Act regarding dona-
tions is, of course, welcome. I would,
however, suggest that Government
shopld be more liberal and give as
much encouragement as possible to
donations to charitable institutions for
i the purposes of education, medical re-
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lief, relief to the poor, etc. Indivi-
duals and companies must be encour-
aged to help deserving causes, The
fact is that Government, even with its
avowal of a socialistic patiern of
society, are not able, and have not
got the necessary resources, to help
ang therefore all those individuals
and companies who can be of help to
the needy should be encouraged to do
s0. We know that in the U.S.A, an
assessee can contribute up to 15 per
cent. of his income (o charities with-
out paying tax. I have another sug-
gestion to make, The companies are
now given rebate ociy in respect of
income-tax and not in respect of
super-tax. 1 suggest that donations
by companies should be exempt from
super-tax also. This will enable com-
panies on whom demands are now
almost dai'v made to contribute for
gome cause or the other, to make
liberal contributions. Therefore the
suggestion {hat companies should also
be given exemption from super-tax so
far as donations are concerned would
not be out of tune and would meet
with the requirements of the situa-
tion.

Then I would come to the industries
specified in Section 56A. My friend
Shri Bhupesh Gupta, while elaborat-
ing his poir: of view on this special
section, said that here is the Govern-
ment who have come dut with a very
big list which has come out to-day. In
the old Act dated 18.h April, 1959, if
he will refer to it, the same industries
more or less, will be found What has
happened here is, there is an amplifi-
cation of the industries. For example,
suppose it was only chemical industry
there, here it might be written ‘fine
«hemicals including photographic che-
micals’”. So an explanation has been
made. I must also admit that there
are a few industries which are now
included also, but which are those
industries? They are industries
which came intg existence during the
course of the last few years and
which require this type of assistance.

490 RSD.-4.

‘[ 25 AUG. 1960 ] (Amendment) Bill, 1960

2256

Therefore’it is not that all of a sudden
a new list has been prepared by the
Government and placed before the
Parliament Members for acceptance.

Coming to this section, I must say
that the benefit of this section should
be available to all deserving indus-
tries. So I suggest that the Govern-
ment should empower themselves to
use their discretion whenever neces-
sary to give exemption to whatever
industries they think fit and they
must take power to add to the list of
industries specified in this Bill,

The most controversial part of the
Bill, according to me—and my friend
Shrj Gupta also dealt with it in a
very lucid way——is about the disclo-
sure of the assessments. We know
that the Taxation Enquiry Committee
also had suggested two ways and the
Committee left it to the Government
to select any one of them. The Gov-
ernment has selected the one which
has been publisheq in the Bill. What
is it? It says that about the assess-
ment of assessees above a certain
limit, information can be given quite
openly. We have been told that there
are certain countries which are pub-
lishing assessment orders as well as
wealth statements.

In the world generally, there are
four countries which partially fall in
line with this clause in our Bill. Out
of these feur countries only in France
do they publish the statement of assess-
ment and the final order whereas in
other countries, e.g., Sweden and
Norway, they give the assessment
figures when they are asked for; they
are published in gazette.

SHR1 RAJENDRA PRATAP SINHA:
I may correct my friend. It is not a -
fact. These things are published and
they are open to the public for inspec-
tion. Anybody may take extracts and
publish them.

Sur1 BABUBHAI CHINAI: Yes, if
anybody wants to have information
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regarding the assessment of X or Y,
then he can get it and nobody is
barred. That is so even under the
Bill. I was only comparing the Bill as
ijs before us with the position obtain-
ing in Sweden. If I have committed
any mistake in interpreting it, I beg
to be excused. My point is that even
under this, there are chances of people
being blackmailed. You may ask as
to how it is done. The very fact
that Government itself has taken
upon itself the power to refuse infor-
mation in the interests of revenue
strengthens my point of view. Ques-
tions may also be raised about the
‘interest of revenue’. Ii is like this.
Take, for example, my own case. I
had made very good profits in the
previous year and as such am assessed
for a very big sum.

SHrt RAJENDRA PRATAP SINHA:
What the hon. Member is saying is
not correct. They cannot refuse to
give information in the interest of
revenue so far as clause 59B is con-
cerned.

Surr BABUBHAI CHINAI: I am
talking about disclosures.

SHR1 RAJENDRA PRATAP SINHA:
It is not there.

Surt BABUBHAI CHINAIL It is
mentioned. I am sorry, I cannot
agree with the hon. Member.

Mr. DEPUTY CHAIRMAN: Mr,
Sinha, you will have your chance.

Surt RAJENDRA PRATAP SINHA:
But he is labouring under a misappre-
hension,

Mr. DEPUTY CHAIRMAN: Make
it clear when your turn comes.

SHrr BABUBHAI CHINAI:
relevant clause reads as follows:

The

“Notwithstanding anything con-
tained in this section, the Central
Government may refrain from pub-
lishing the name of any person if it
is satisfied that in the interests of

'
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revenue it is so to

do . . .7

SHrR1 RAJENDRA PRATAP SINHA:
That is the penalty clause.

SHrRr BABUBHAI CHINAL: I am
just on that; I am not on the original
clause. I am only say’ing, Sir, that
the inclusion of a clause like this
strengthens my case that there are
very good reasons for not publishing
the names in certain circumstances.
As I said earlier, I might have made
very good profits in an earlier year
but in the meanwhile something might
have happened by virtue of which I
would not be in g position to pay the
tax. As you know, Sir, assessment is-
not made every year, and it might so
happen that Government will lose the
revenue which it is entitled to by my
having earned greater profits in an
earlier year.

necessary

Sir, I want to point out another
thing in regard to this clause. In the
penalty clause, it is provided that even
a minor offence like the failure to
file a return of income will meats
publication of the assessee’s name.

Dr. B. GOPALA REDDI: No.

Surt BABUBHAI CHINAIL: Is it not
so? Then it is very kind of you, Sir.
For cases under the Penal Code, no
special effor; is made to publish the
names. If a newspaper man is in the
court, he takes down the whole thing
but no specia] effort 1s made to pub-
licise the names. That being so, I do
not see any reason why special efforts
should be taken to publish the names.

If this provision is at all to be
retained, then some safeguards should
be provided for in order to see Lhat
an application is made for honest pur-
poses and not for purposes of black-
mail. It is, therefore, necessary that
the applicant should give an under-
taking that he will not disclose infor-
mation to anyone else. The Commis-
sioner, on receipt of the application,
must disclose the name and address
of the applicant to the assessee and
give him an opportunity of being
heard in the matter. If the Commis-
siuner is satisfied that there are no
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circumstances which justify the sup-
plying of information, then he should
intimate the applicant accordingly. It
is very necessary, Sir, that in a
matter of this kind, great considera-
tion should be given. Such a prov:-
sion does not exist in many countries
of the world. I would also like to say
that we have not quite understood the
exact provision in this Bill. I would
therefore, urge the deletion or
improvement of this clause, if it 1s not
possible to drop it altogether. Rather
I have explained the object of .he
amendment proposed 1n section 56A
of the Income-tax Act is tg clearly
describe and simplify the industries
covered under items (2). (4) and (5)
of section 56A, namely, iron and
steel, heavy chemicals, including ferti-
lizers and heavy machinery used imn
industry, in accordance with the revis-
ed First Schedule of the Industries
(Development and Regulation) Act of
1951, as; amended in 1957 As I
pointed out earlier, Sir, Mr. Bhupesh
Gupta had a wrong notion about
expansion of the list.

I have done, Sir.

Surr  JASWANT SINGH: Mr.
Deputy Chairman, the hon. Minister
while moving the motion told us that
the Government decision to relax the
secrecy provisions of the direct taxes
Acts was arrived at even before the
Direct Taxes Administration Enquiry
Committee had submitted its report,
and that this Bill has been brought
before us now after the report had
become available. The Minister also
said that a comprehensive measure
would be brought forward soon. In
the circumstances, I do not understand
why this incomplete Bill has been
brought before us. You will find, Sir,
that in addition to relaxing the
secrecy provisions of the Income-tax
Act, the Wealth-tax Act and the
Expenditure-Tax Act, some other limit-
ed provisions have alsg been brought
in but the Estate Duty Act has been
left out, The hon., Minister explained
that legislation would be brought for-
ward in course of time. Thus it will
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be seen that this is only a provisional
legislation to meet immediate needs

and the comprehensive legislation
promised to be brought forward soon
will take intg consideration the

recommendations of the Direcy Taxes
Administration Enquiry Committee
and other relevant facts. He has not
explained, nor has it been given in the
Statement of Objects and Reasons, as
to why this leg.slation has been felt
absolutely necessary at this stage and

what particular purpose this Bill
would serve. I do not know how far
we would be able to achieve our

objectives by this Bill because howso-
ever strict we may be in our legisld-
tion, people who have to pay taxes
will find ways and means either (o
evade the payment of taxes or avoid
taxation. Evasion, of course, is illegal
and unlawful, but if they can avoid
under the law, they have the satis-
faction that they have not done some-
thing wrong or illegal. This Bill aas
been brought forward in order to
avoid evasion, and we will have to
see how far it will be successful.
Even during the last four or five years,
strict action has been taken to see
that evasion doeg not take place but
even then there is not much improve-
ment as far as the figures relating to
arrears are concerned. Along with
legislation, something will have to be
done in regard to the moral stan-
dards of the people of the country. In
the United States of America, there
is no actual assessment. There (he
assessees submit their returns of
income and they are accepted on their
face value. Income-tax is realised
on that basis, the safeguard being that
after a few years, four years or five
years, a thorough scrutiny is made,
and if any lacuna is found or if any
party is found to have evaded pay-
ment or avoided payment under the
Act, he is then very severely dealt
with. 1t is very difficult here straight-
way to adopt such methods, but at
least in regard top the smaller cases,
there is a good ground for an experi-
ment being done with a view to seeing
how far by raising the moral standard
we can avoid evasion. By this way,
slowly and steadily these figures of
income-tax can be raised and in due
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course of time—it may take some
years—it may be possible that we may
also follow the example of the U.S.A,,
and thus much harassment can be
avoided and the purpose of getting
revenues alsp could be served.

Sir, the evasion of payment is itself
a human frailty and it has to be con-
trolled, but there is nothing in our
taxation laws to control the weakness
of the taxation officers. Sir, I under-
stand that the United Kingdom
Income-tax Act provides for con-
trolling the attitude or the manner in
which the officer has to work. There-
fore, it is quite legitimate for us to
enact such laws. There should be
some provision somewhere on the
lines of the law of the United King-
dom to the effect that where the
officers make a mistake deliberately
or through omission, they could also
be controlled. That will go a long
way towards giving confidence to the
people at large in the officers. Here
the position of this Department con-
cerned with direct taxes is such that
even an honest man is afraid of it,
and therefore mutual trust has to be
established. If a provision on the
lines of the United Kingdom Act is
made in our laws also, that will create
certain confidence in the people that
if the officers out of spite or for some
other reason harass the people, they
will also be taken to task. At present
there is nothing in our laws to give
confidence to the people that if officers
go wrong, they will be punished.
After these general remarks I would
now like to say a few words in re-
gard to the various clauses of the
Bill before us.

First of all Sir, in regard to clause
4, the hon. Finance Minister justified
this provision in view of the decisions
of law courts, and here rebate on
development has been sought to be
excluded as far as transport vehicles
and some other articles mentioned in
the proviso are concerned. In this
regard I would submit that I want
a little clarification from the hon.
Minister hecause I have not fully
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followed him as to what he actually
means because he states that in view
of the decisions of courts rebate can-
not be given to the road transport
industry. No doubt the road transport
industry is playing a very big part in
the development of the economy of
our country. I only hope that this
thing has not been brought in because
of the pressure of the Railway Minis-
try. Road transport is competing very
very strongly with railway transport,
and it is hoped that this clause has not
been brought in at the instance of the
Railway Ministry. Even then I would
like to have a clarification from the
hon. Minister. The Road Transport
Reorganisation Committee made an
enquiry some time ago. 1 would like
to know whether the report or the
recommendations of that Committee
have been accepted by the Govern-
ment or not. As far as my informa-
tion goes, the Transpory Ministry has
accepted them, and so has Parlia-
ment. That is my information. In
page 32, paragraph 63 of this Com-
mittee’s report it is stated:—

“The road transport industry was
being granted an initial deprecia-
tion allowance of 20 per cent on new
vehicles put on the road, but from
1956-57 in view of the introduction
of the development rebate of 25 per
cent, the initial depreciation allow-
ance has been withdrawn.”

‘This is in direct contradiction to what
has been stated in the speech of the
Finance Minister. The Finance Minis-
ter says that depreciation allowance at
generous rates is being given to differ-
ent types of road transport. Here the
Road Transport Reorganisation Com-
mittee says that from 1956-57 this
depreciation allowance has been with-
drawn.

Dr. B. GOPALA REDDI: What was
withdrawn is the initial depreciation
allowance, but depreciation allowance
continues. There is a distinction bet-
ween initial depreciation allowance
and depreciation allowance,
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SHRr JASWANT SINGH: I take it
- that the initial depreciation allowance
has been withdrawn.

DR. B. GOPALA REDDI: For all
machinery it has been withdrawn
because the development rebate was
coming in.

SHrr JASWANT SINGH: Up till
now road transport had the develop-
ment rebate of 25 per cent. Under
this clause 4 this is withdrawn. The
initial depreciation allowance has also
been withdrawn. Therefore, this
industry has been doubly hit. In view
of the big part that this industry is
playing in the development of our
country, I feel that it is being hard
hit, and naturally the people who are
in this industry will feel that as it is
putting up a big competition against
the railway transport, it is at their
instance that this has been brought in.
If that ig so, then it is not fair,

Now, Sir, I will come to clause 9
which is the crux of the whole Bill
While I agree with these provisions in
substance, I would like to make cer-
tain remarks, According to new section
59A, the names of those persons on
whom a penalty amounting to
not less than Rs. 5000 is imposed will
be published in the Official Gazette,
and Government has also kept the
power to publish the names of persons
on whom penalties of lower amounts
are imposed. I am in favour of the
publication of all names irrespective
of the amount of penalty. Therefore.
I have no objection to Government
taking power in respect of lower
limits also. But in this connection
I would submit that it makes no
difference whether they are big de-
faulters where the amounts involved
are very big and where the penalty
imposed has been Rs. 5000 or over or
whether they are small defaulters
where the money involved is very
little. I would personally favour that
all the names of those who have been
penalised should be published, and it
will have a salutary effect. I do not
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know why this differentiation is made
irrespective of whether the amount
of penalty of Rs, 5,000 or less. Though
Government have taken power in res-
pect of lesser amounts, all could be
brought within this law without dis-
crimination. I am personally in favour
of it that all names should be publish-
ed, and in a way it is good that Gov-
ernment can, if necessary, publish the
names of even those in whose cases the
penalty of a sum less than Rs. 5,000
is imposed.

In regard to clause 9, sub-section
(2) of proposed section 59A, I submit
that this provision has gone beyond
the recommendations of the Direct
Taxes Administration Enguiry Com-
mittee. Here it means the publication
of names of not only those who have
evaded, but who have delayed by a
few days. Here even in genuine cases
there is a possibility of harassment
and it will unnecessarily create alarm
amongst the people. So, I would like
to know what has led the Government
to go beyond the recommendations of
the Direct Taxes Administration En-
quiry Committee,. When the Report
of that Committee has still to be con-
sidered by the Government and a
comprehensive legislation has to be
brought before the House, it may be
that on reconsideration again that
recommendation of the Committee
may be accepted or rejected. There-
fore, to bring in this provision at this
stage goes beyond the recommenda-
tions of the Tyagi Committee and s,
in my opinion, not justifiable.

In clause 9, in regard to the pro-
posed sub-section (3) of section 594,
the point is that there will be no pub-
lication of name if an appeal filed be-
fore the Appellate Assistant Com-
missioner is pending. Here I would
submit that I am not satisfied with
thig provision, because the Appellate
Assistant Commissioner is the imme-
diate officer of the I. T. O. and only
in very rare cases he would upset the
decision. When the case has gone up
and it has been decided finally, if it
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is published then, of course, there is
some logic. But to say that it can be
done only till the appeal is pending
before the Appellate Assistant Com-
missioner, will not meet the case. Also,
people will not have so much confi-
dence in this provision, because the
Appellate Assistant Commissioner is
under the control of the Central
Board of Revenue, which is being
dreaded by everybody, honest and dis-
honest. There is not a single assessee—
whether he is honest or dishonest or
whether he evades or does not
evade—who is not afraid of it. It is
an institution of which everybody is
afraid and nobody likes it. They take
jt for granted that this institution is
something which is not friendly,
which is inimical to everybody.

Surt RAJENDRA PRATAP SINHA:
The results do not show that.

Sarr JASWANT SINGH: That is
the general impression 1 am having.

Dr. B. GOPALA REDDI: Is it the

Central Board of Revenue?

Surr JASWANT SINGH: Yes, Sir.
Therefore, if confidence is to be creat-
ed, the pravision should be changed.
Shri Bhupesh Gupta was referring to
me as a very moneyed man and that
I deal in elephants, horses, ete. 1 do
not know how he got the impression.
I am not a rich man. I am only a
soldier.

Dr. B. GOPALA REDDI: Hereafter
you will get information about your
wealth tax.

Surt JASWANT SINGH: As he
says, I am interested in horses and
elephants, guns and rifles and all
those things because I am a sports-
man. That is true. But I have no deal-
ings with the Central Board of Reve~
nue. I come from a part where indus-
trialists abound in thousands and they
are all friendly with me. And from
my talks with them I understand and
I hear also from them that they are
not afraid of anything in the world
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except the Central Board of Revenue.
They consider this institution as noth-
ing but an enemy,

Dr. B. GOPALA REDDI:
make no assessments, ’

They

Surt RAJENDRA PRATAP SINHA:
They hate the Finance Ministry itself.

Surr JASWANT SINGH: They do
not hate the Finance Ministry so
much, Because the Income-tax Com-
missioners and others are directly
under the Central Board of Revenue,
they consider that this institution is
something obnoxious. They are the
people who pay this money and they
will not be satisfied with this provi-
sion.

SHRI N. R. MALKANI (Nominated):
Thank God, there is some fear in
them.

SHRI JASWANT SINGH: They will
not feel confident if this Appellate As-
sistant Commissioner is under their
control. If he is under the control of
the Law Ministry or jf he is an inde-
pendent man, then they will have
some confidence in this institution that
something will be done. )

Lastly, I wish to submit a few words
in regard fo the proposed section 59B.
Here I entirely agree with what has
been stated by Shri Santhanam. As it
is capable of being misused, this will
encourage blackmailing. If the Gov-
ernment really meang business, then
disclosure of information on an appli-
cation, in the manner in which it has
been provided here, will not meet the
case. The suggestion of Shri San-
thanam is most laudable, Without
taking the time of the House and
without elaborating the points which
he hag done in his masterly way, I
wholeheartedly endorse what he has
said. T would favour the suggestions
made by him rather than the provi-
sion that is made here, because ac-
cording to me it will not help solve
tax evasion at all. The rich people
will be blackmailed outright and the
Government will not gain anything,
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unless the suggestions made by Shri .

Santhanam are accepted by the Gov-
ernment.

With these words, I agree, in prin-
ciple, with the objects of the Bill, but
as at present this Bill, I consider, is
a piecemea] legislation which will not
meet the needs of the case and which
will not help the collection of taxes
and stopping of evasion, A compre-
hensive legislation is called for and
very necessary. Thig Bill could have
been brought forward when the Gov-
ernment was ready. The Estate Duty
Act has not been included in this.
There are many recommendations in
the Report of the Tyagi Committee,
which should also be taken into con-
sideration. While I agree with the
spirit of the Bill, I do not feel myself
in a position to say that the Bill, in
its present form, will help much in the
purpose for which this legislation has
been brought before the House.

Sur1 RAJENDRA PRATAP SINHA:
Mr. Deputy Chairman, I am glad that
the hon. Minister has said that the
Government propose to come forward
with a more comprehensive measure
to give effect to the various recom-
mendations of ‘the Direct Taxes Ad-
ministration Enquiry Committee, No
doubt the Committee has dealt with
both the problems which were refer-
red to it—the problem of tax evasion
and the problem of giving relief or
convenience to the assessees, There-
fore it has been rightly pointed out
that
which includes both the sides of
the picture will be more welcome to
all sections of the people and to all
sections of this House but I see no
reason why we should not welcome
even this piecemeal measure, as jt has
been called, to give effect to only a
few of the provisions as recommended
by the Direct Taxes Administration
Enquiry Committee. I think it js very
important that we should enlist the
co-operation of the public in fighting
what is called tax evasion. Sir, I
would not like to let this impression
go that this Tax evagion is rampapt

a more comprehensive measure |

i that the way it is being done is
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only in our country. It is ‘there in
every country. I have found that in
England the problem is as acute as it
1s here. In the United States of Ame-
rica the problem is probably a little
worse. It was very bad in Francc
and therefore lately they have adopt-
ed this measure of fighting this prob-
lem by publicising the income that
is returned by all the citizens. Ag far
as my knowledge goes even in Eng-
land they are considering whether
such a measure will not help in fight-
ing tax evasion in that country. There-
fore, Sir, I very murh welcome the
provisions contained in the new pro-
posed sectiong 59A and 59B that are
to be incorporated in the Income-tax
Act. 1 may not agree so far as the
details are concerned but the very
fact that we have accepted the prin-
ciple of doing away in our taxa-
tion laws with all the secrecy that
shrouded the assessment of income,
wealth and all that iz a very healthy
sign in the right direction.

Sir, first I would like to draw your
attention to the proposed section 59B.
It has been very rightly pointed out
not
correct and I find, Sir, that a large
number of hon. Members of both the
Houses have pleaded that we ought to
have adopted the second alternative
suggested by the Direct Taxes Admi-
nistration Enquiry Committee, that is,
to publish—of course they have said
the declared income—the assessed in-
come of all the assessees. If you do
not want to publish it, let it be hung—
the list may be hung—at the head-
quarters of each Commissionef and
kept open for public inspection. Sir, I
am glad that the Government have
decided to publish the assessed income
and I personally regard this as an
improvement on the recommendations
of the Direct Taxes Administration
Enquiry Committee. It is not proper
to give only the declared income;
that may give a distorted view. There-
fore I would urge that when the Gov-
ernment brings forward the more
comprehensive measvre that they
have in view, they should take into
consideration the large number of
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Members of both Houses who have
supported the view that the whole
thing should be published and they
should consider the question of
amending this section 39B accordingly.

Coming to 59A, I would consider
that the provision ag drafted is an
improvement on the recommendation
of the Direct Taxes Administration
Enquiry Committee in the sense that

the Government has taken powers
even to reduce the floor limit of
Rs, 5,000 to a lower figure. 1 agree

with Mr. Bhupesh Gupta and Mr.
Jaswant Singh that there should be
no limit at all. Let all the penalties
be published as is done in the United
States of America and in the UK.
So far as penalties are concerned, I
understand that they give good pub-
licity there. I also welcome the deci-
sion that we shall publish it at the
stage of disposal by the Appellate
Assistant Commissioner, I can as-
sure my friend that there will be no
difficulty in that. Otherwise it will
defeat the very purpose if we had to
wait for a number of years till a
final decision by the highest tribunal
in the country, the Supreme Court.

Sir, I know the difficulties that the
Department faces with regard to
returns. But there will be only very
few cases and the names of only the
most recalcitrant assessees will find a
place here, Large number of them do
file their returns in time and in the

case of the very few who
persistently refuse to file
returns in  spite of the various
notices issued by the Department,

it is b_etter that we advertise their
names if they fail to answer the calls
of the Department.

Sir, I had occasion to know the
administrative set-up and the young
men who man this Department rather
from a very close quarter and I am
proud to say that the staff of our
Taxation Department are equal to
any in any part of the world, I
found that our Department and our
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departmental men are highly respect-
ed in the United Kingdom. They
have copied, not only in England but
in America also, most of the methods
that we have adopted to fight tax
evasion. One of the important things
is the means test.

Surt BHUPESH GUPTA: 1 hope
evaders are not also copying us.

Surt RAJENDRA PRATAP SINHA:
Then we will fight the evaders. One
example is the means test that was
evolved by our Department and that
is now being followed in  other
countries, ad 1 do hope that many
of the Trecommendations that we have
made will be followed and copied in
other countries also. Sir, what is
needed is to strengthen the Depart-
ment. It is not merely enough to
have good laws; what is more impor-
tant is to administer these laws effec-
tively. And to that we have drawn
your attention.

As far as penalties are concerned,
section 28 of the Act provides that 1}
times the tax evaded could be levied
as penalty but in actual practice we
find that not even 10 per cent is
levied. The assessing officer levies
some penalty but that is watered
down by the appellate authorities.
Therefore what I feel is that our
penal provisions have remained a
mockery. It is very important that
whatever penal provisions we have
in our Statute Book they should be
properly administered and made use
of. In U.S.A. we found that they
had what is known as the graded
system of penalties. Their corres-
ponding sections are 291 and 293.
Once the penalty provisions are at-
tracted, you have no option but to
pay the penalty. There is no discre-
tion left. I do not say that for all
offences—minor  and major—you
should have 13 times penalty. For
ordinary offences, have small penal-
ties and for major defalcations, for
deliberate concealment of income and
all that, have three or four times
penalty as you have in England. But
do not have this discretion of varyine
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it and reduce this preventive provi-
sion to a farce when in actual practice,
we are not even able to secure one
conviction.

Then comes the question of sections
51 and 52. Section 52 provides for
six months’ imprigonment for wrong
verifications and for concealment of
income and all that. Ever since inde-
pendence, not a single man has been
sent to jail. I was talking to the
people of the Enforcement Depart-
ment of the United Kingdom and
they told me that they had far less
powers then what had been given
to our heads of departments. They
do not have all those powers ihat
we have given to our depart-
ment. But even then, they are
more successful because they make
use of even the smaller powers
that they have. And here I regard it
as the failure of the political execu-
tive and not of the administration. It
is for the political executive to give
the directions that :he provisions of
gections 51 and 52 should be enforc-
ed. Why was not even a single prose-
cution launched and why was not
even a single man sent to jail for
the concealment of his income? In
1958-59, as my friend, Mr. Bhupesh
Gupta, said 27,000 cases were opened
under Section 34, out of which a
concealed income of Rs. 41:10 crores
was discovered and the tax and the
penalty assessed was to the tune of
Rs. 15 crores odd. But we did not
care to launch even a single prosecu-
tion in all those cases of severe de-

faleation of the tax. Why? The
one deterrent . . .

Suri  SONUSING DHANSING
PATIL. (Maharashtra): Was not

that conditioned by an assurance that
there will be no prosecution?

Surt RAJENDRA PRATAP SINHA:
My friend is confusing between volun-
tary disclosure and the act of conceal-
ment. I am only giving the figure of
the concealed income discovered by
opening the assessments under Sec-
tion 34 where no assurance, either
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legal or moral, has ever been given
by the Government.

Sur: BHUPESH GUPTA: You can
deal with the Madhya  Pra-
desh bandits through Vinoba Bhave,
but not the tax-evaders,

Suri RAJENDRA PRATAP SINHA:
Therefore, I was told that the course
taken against tax evasion in England
was the punishment that they inflic-
ted upon the tax-dodgers. They
have an enforcement branch whose
whole purpose is to prosecute these:
tax-evaders in big cases. I asked
them which people they prosecuted.
They said that they settled it by the
back-duty method. That is, so far as
small cases are concerned, cases be-
low £200, they will take them to the
court. Very big cases, cases which
will attract some publicity, cases of
people who are well known, only such.
cases are prosecuted, not the small
fry.

Sarr BHUPESH GUPTA: Here it
is the opposite.

Surt RAJENDRA PRATAP SINHA:
Yes, here it is the opposite, You see,
they will say, ‘well, we catch hold of
one or two fellows’ I am not talk-
ing of income-tax. In regard to sales-
tax incomes, there is no question of

prosecution. There is no question of
big or small there. This is how they
do it there. Therefore, as my friend

has quoted, every year, a report has
to be submitted to Parliament wherein
it is stated how many prosecutions
have been launched and how many
people were convicted. Not only that,
they also prosecute the tax-abettors,
the accountants, and every year four
or five accountants are sent to jail.

Dr. B. GOPALA REDDI: Lawyers
also. .

Surr RAJENDRA PRATAP SINHA:
I cannot off-hand say whether law-
yers are there or not but so far as
accountants are concerned. I can say
it definitely. Whoever he may be,
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they call him a tax-abettor. A doctor
was also sent to jail. That is one
of our recommendations that tax ac-
countants who help in the abetment
of crime should also be caught in the
net.

Surr FARIDUL HAQ ANSARI
(Uttar Pradesh): Lawyer also.

Suar: RAJENDRA PRATAP SINHA:
‘Whoever is the tax-dodger.

The other important point is this.
"Why is it that they succeed and why
is it that we fail? The Central
Board of Revenue people and others
who gave evidence before us  very
correctly pointed out that the burden
of proof here in India has been
placed on the department, to prove
that he has evaded the tax fraudulent-
ly. The department does not
know the affairs of the assessees and
as such, how can the department
prove that the assessee has concealed
his income or has not concealed it.?
Now, the department has to prove
that there was a mala fide intention
and that there was a fraudulent
purpose in evading the tax. All these
things the department has to prove.
It is an impossible task. No prosecu-
tion can succeed in India under the
Indian Income-tax Act. In England,
we have found that Section 49(1)
places the onus on the assessee to
prove that he has not fraudulently
deprived the exchequer of the taxes
that are due to it. It is for the
assessee to prove it. He knows his
affairs well. Therefore, we have
recommended that you should have
a provision on the lines of section
49(1), Then alone will the prosecu-
tions succeed, as was very correctly
pointed out by my hon. friend,
Mr. Bhupesh Gupta, it is not possi-
ble for the income-tax officers, as it
is today, to go and stand in a queue
with the other complainants and the
litigants and to launch the prosecu-
tion. You have not provided a pro-
per machinery for prosecution,
and in that connection, the recom-
mendationg are that there should
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be an Enforcement Branch whose
duty is to prosecute the people
who have defrauded the exchequer
of the tax due to it. Sir, the most
important thing is this—and it is
unfortunate—that we are chary of
spending money on this revenue-
earning depariment. We are reluctant
to provide more funds and we are
reluctant to give an adequate number
of staff that is required to man and
manage our revenue department. If
we want to improve things, we must
strengthen the administration of our
tax departments at every level. That
is what we have suggested. We were
conscious of the fact that we should not
increase the costs of administration
unduly, but the minimum that we
have recommended must be done.
And if you are not going to strengthen
the administration, no results will be
forthcoming,

. -

One of our recommendations in
this respect is the formation of a
Vigilance Directorate. I am one of
those who think that the Income-tax
Department is more sinned against
than sinning. I hold the assessees
the black-marketeers, and the evaders
who come to our officers to be corrupt.
They are equally responsible, It is
they who have pots of money in
their pockets and dangle them before
our young officers and hoodwink them.
So, it is important that our vigilance
should be improved and therefore we
have suggested a Vigilance Directo-
rate.

Now, the important point is that in
the matter of

Mr. DEPUTY CHAIRMAN: You

can continue on Monday.

SHrI RAJENDRA PRATAP SINHA:
I will finish in two minutes.

Mr. DEPUTY CHAIRMAN: You
take only one minute. because at
three o’clock, we have to take up the

_other business.
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Surt RAJENDRA PRATAP SINHA:
‘What I suggest is that we should
take the initiative in the matter of
vigilance. Of course, I know there
are a large number of cases pending
for disposal—they do not find time—
and if you keep such cases pending
for two years or more than that it
loses its very weight, Therefore,
what I was saying is this that it is
good that we have brought forward
this Bill. I lend my support to it
with the observations that I have
made but the important fact is that
the administration must be streng-
thened at all levels. You have got a
body of men of whom we could well
be proud. Of course, a proper direc-
tion from  political heads is very
necessary.

FOURTH ANNUAL REPORT OF
THE ALL-INDIA INSTITUTE
OF MEDICAL SCIENCES

Dr. SurimatTt SEETA PARMA-
NAND (Madhya Pradesh): Mr.
Deputy Chairman, Sir, I move:

“That the Fourth Annual Report
of the All-India Institute of Medi-
cal Sciences, New Delhi for the
year 1959-60, laid on the Table of
the Rajya Sabha on the 9th August
1960, be taken into consideration.”

Sir, this Report of the All-India
Institute of Medical Sciences was laid
on the Table of the House, ag it is laid
every year, about a fortnight ago. In
the rush of business, usually such Re-
ports escape the notice of the House.
It is to be admitted that when such
huge sums, to the extent of crores of
rupees, are being spent on this Insti-
tute, and when this Institute itself
was started in the midst of a contro-
versy four years ago on the ground
that there wag a munificent donation
from the New Zealand Government,
through the T.C.M.,, to the tune of a
crore and a half rupees—it was start-
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of Medical Sciences
ed with the blessings ultimately of
both the Houses in the expectation
that the good that was
promised would be forthcoming
as a result of this vast expendi-
ture  which the country  could
ill afford, in my opinion, on one
single institution—we can hardly
ignore it. Some four years have elap-
sed and the institute which was to be
started with the object of providing
staff of a proper standard of educa-
tion to the various colleges in  our
country, which found it difficult to
get duly qualified staff, has not been
able to fulfil that function in such a
shert time as it should have done
as far as post-graduate teaching is
concerned.

Sir, before I go into  details, I
would like to point out that the Re-
port is a well-drawn report and is a
brief one but complete in every respect.
It gives a complete picture of the
present position, Actually the Report
is not expected to go into the short-
falls or difficulties because that may
be considered outside the scope of
the Director; and perhaps it may not
be proper for a Director to point out
what would have been better and
what would not have been better in
the short space of a Report. I would
begin. Sir, in the order in which the
Report has begun. I would at once,
leaving the administration side, which
shows various aspects about the ad-
ministrative section which has since
moved to its own building—previ-
ously it was in some private
lodging houses—come to the teaching
staff.

The Institute has added to its teach-
ing personnel six persons. There has
been one foreigner from America for
teaching preventive and social medi-
cine. All these people are taken on
three years’ contract. This Report
says that another expert, Dr. Megi-
bony, is expected to arrive, again
through the T. C. M, as an expert
in hospital administration.





