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MR. DEPUTY-SPEAKER 1 Shrl §.
N, Misra, Shri Krishna Kumam Chatterji:

AN. HON, MEMBER : The half-an-
hour discussiod should be taken up, It is
already 5-30

MR. DEPUTY SPEAKER : We always
spill over a few minutes, Please leave it to me.

SHRI KRISHNA KUMAR CHATTER-
JI (Howrah) 1 There has been political
uncertainty in the country for several
months, '

MR. DEPUTY.-SPEAKER : He can
continue tomorrow.

st %o @0 areyw (VM) :
Jursay WEIAT, { @ ogI@ F aga ¥
gIEl § qTAT 1 A gw d gl
| Am AT Al Al ¥ w1z S &
g% Y 3w e fear o

MR, DEPUTY SPEAKER :

bate will continue tomorrow.
up the Malf-an-hour biscussion,

The de-
We now take

17.34 hrs.
HALF-AN-HOUR DISCUSSION

ExPERT COMMITTEE ON
TAX COLLECTION

SHRI MAYAVAN (Chidambaram) ;
On the 22nd of December last year a polnt
was raised in this House and the hon.
Finance Minister as usual gave an evasive
apswer, While indicating the members of
the Expert Committee headed by Justice
K.N. Wanchoo to go into the question of
tax collection, he has conveniently forgotien
to indicate the efforts made by the Govern-
ment to improve the same.

We all know that there caonot be tax
arrears without the connivance of the
officers concerned or the Government,
Though there has been a slight improvement
in reccent years, (he arrears that still remain
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to be collected for a poor country like ours
Is enormous, So, I would like to get from
the hon. Minister a specific reply to the
following points : (1) the reasons why they
are il unrealised, (2) whether it would be
every possible for them to realise the arreas
in full, and (3) If it is not fully realisable,
what are the reasons for the same, 1 hope
that the hon. Minister will clear these
polnts in his reply. 1 am sure he need not
walt for the decislons of the expért commit-
fee to collect these arrears, To my mind if
the Government can make an honest effort
without any partially, It would b€ possible
to recover all the arrears within the shortest
possible time. ’

Witth regard to tax evaslon, I regret to’

say that they have not learnt anythiog by
past experience and have done nothing to
streamline the tax collectlon machinery,
Evaslon is continuing not only because of
the lacunae in the tax laws but also because
the corrupt practices that prevail from top
to bottom among the authoritles, In fact It
is not unknown In our country that honest
assessces are harassed while dishonest and
unscrupulous fellows go scot-free if they
know how to approach the officlals, If the
Minister is going to argue that bribery
is a way of life with us, I have nothing to
add. But if he has got a mind a will to
check It, I am positive that things would
fmprove. I hope that at least this expert

ittee’s recorr datlons will be made
binding and the administration will be toned
up. We also see that big officers of the
income-tax department, immediately afier
their retirement take jobs as consultants
with big firms and rich individuals. 1 wish
the expert committee Wwould suggest ways
and means to put an end to such appointe
ments. Though the recent budget has spelt
out some measures with a view (o improy-
ipg tax colleciion, I think it should be
possible for the Government to raise the
exemption limit so as fo enable the offlcials
concerned to concentrate on the big fich, In
this conpectlon it is pertinent to point out
that the Government has not taken serlously
Mr. Boothalingam's report which on page
53 says 1—

+Some revenue officials have estimated
that If work on petty assessments is cut
out, the improvement in the quality and
speed with which the remalning work

can be done—e.g., by expeditious dis-
posal of appeals, better investigation,
ek, will lead to Iocrease of tax collec-
tions by Rs. 100 crores for somec years
besides an Immediate focrease of about
Rs. 200 crores merely by finalisation of
pending assessments, I am not Ina
positlon to comment on these flgures—
may be they are a bit optimistic—but
there {s no doubt whatever that a very
substantial improvement can be expected,
For both economy and on practical
administrative grounds 1 would there-
fore strongly recommend a substantial
raistog of the exemption limit and would
suggest that the limit be flxed at Rs,
7,500 for individuals and Rs. 10,000 or
11,000 for Hindu Undivided Familles,
This would be justifiable merely on the
increase in prices ignoring all other
considerations.”

I hope the hon, Minister would glve his
thought to this point. There is a tendency
on the part of rich businessmen to float
various limited companies which exist only
on paper, ThisIs done to save iocome-
tax by the so-called legal methods. In the
film Industry this practice s widely pre-
valent, Even car-drivers are made partners
and they are supposed to have invested
about Rs, 10,000 or of 15,000. So there
should be some check or control on the
floating of companles and film Industries.

During the Second world war, black
money made its appearance like air it is
everywhere, The Government has repeatedly
assured us that it Is golog to take -effective
measures. One or two steps were taken
but the Improvement §s not visible, I
should like the Minister to tell us what has
happened to the ecarlier reports made by
the Government and how far they had
succeeded. Year after year whenever Budget
is presented statistics show arrears of in-
come-tax. Such sorry state of affairs will
have to be overcome. Government know
of evasion of tax on unaccounted money
which fs otherwise known as black money,
Prof. Kaldor who was specially lovited to
g0 Into the tax structure and collection in
the country made an assessment that there
was an annual evasion of Rs. 200 crores In
this country. I would like to know what
concrete and effective steps have been taken
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by the Government to unecarth the <huge
evasion pointed out by Mr. Kaldor.

When India attained Independence, the
Prime Minister, the late Mr. Jawaharlal
Nehru, made an announcement that the tax-
evaders would be hanged by the nearest
lamp-posts, We have been scelog that the
number of lamp-posts have been Increasing
and, simultaneously, the number of tax-
evaders are also Increasing. There Is no
fulfilment of his bold declaration. Instead
tackling the tax-evaders with rigorous
puuishment, the Government went on
bended knees to plead with them with many
concesslons for the disclosure of the black
money and conversion of them into white.
But this did not meet with good response.

To wind up my speech, I hope that the
Government will be serious In improving
the tax-collectlng machinery and that the
present Committee will not be treated as a
sop to placate and hoodwink the credible
public.

st firr w7 w1 (7gaAY) : T g
qas § e s@dR 7 ol §UF
warar f5 200 & 300 #3rs ¥ w1 39
Q9T 8 fgrgead & far 31 At wro-
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AT FTF % T K FA ¥ TR
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<Y arq 48 % tHo dfieto ¥ FwlY
¥ gl a9 sowm A8 four wrav ar
g vy, adlsr 9T | I9 %) 't O%
fearmr | & =g § 5 99 ®) W
feor am A ar agt T A
aifee et w8 Nezanfen § HWead
sigdg ¥ fou gar &, s ag TAww
&xq fizd 9@t wg® & 7% o fiWo
1, tgr Fr w1 fawm ar anfew s
gzt Ay fyad sw & gwr @
s #X 39 F fgarm feaw ars
@ ?

SHRI E. K, NAYANAR (Palghat) :
The questlon of tax-evasion has been raised
here previously two or thiee tlmes. While
the Government and the Planning Comml-
ssion are pointing out the lack of resources,
the amouat of tax-evasion is yearly increa-
sing. (Inrerrpution)

MR. DEPUTY-.SPEAKER : Order, or-
der,

SHRI E. K. NAYANAR : There is no
official estimate on tax-evasion. But a non-
official estimate, according to the PTI re-
port of 8th January, indicates shat the In-
come on which tax has been evaded was as
high as Rs, 2000 crores, Ewven 10 per cent
tax on this income will yield Rs, 200 crores
a year. The actual amount will depend on
the Income-slab, etc, And in a flve year
Plan period, Rs. 1,000 could be collected,
if the tax-evaslon Is plugged. As an Indi-
cative figure; this amount and the tax
arreas will give the Centre about Rs. I,SO(;
crores more for the Plan without any new
taxes on sugar, tea, tobacco and sherbet, as
has recently been shown in the budget.

The Government has been pretty soft In
collecting taxes from the rich. The tax
arrears by the middle of 1969 stood at Rs.
544 crores. The enormity of this sum will
be realised when it is noted that the collec-
tion from the taxes on income and wealth
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was taken as Rs. 525 crores In the budget
estimate of 1969-70,

This Issue came up before this House
twice or thrice when Shri Morar ji Desai
was the Finance Minister, I remember that
to ope question he replied that the Govern-
ment was gearing up the machinery of taxa-
tion.

MR. DEPUTY-SPEAKER 1 The hon.
Member should not make a speech now.

"SHRI E.K. NAYANAR : The Income on
which tax has been evaded was Rs.2,000 cro-
res. As [ sald, the PTI has glven the figure of
Rs, 2000 crores. But I want to know whether
Government have any statistics about tax
evasion., If we are able to collect it, we
need not have to raise the tax on sugar, tea-
tobacco, etc, What new steps are Govern-
ment taking to prevent tax evasion ?

SHRI RANDHIR SINGH (Rohtak) 1
Sir, in tax evaslon, small fry alope are
caught and the big ones go free. If you
take into account the tax evasion at all
levels, from the top to bottom, from Tatas
and Birlos to the lowest vlllage, it would
amount to thousands of crores, There
should be a special machinery for collectlon
of tax arrears and there should be deterrent
punishment. IfRs, 10 by way of tax is
evaded. penalise him and ask him to pay
Rs. 5000 or put him in jall for five years,
If all the arrears arec realised; 50 per cent
of the kuccha houses of Harljans and
scheduled tribes can be made into pucca
houses, What are your proposals? Is
there any special machloery under contem-
plation to realise the huge arreas? Will
you specify a tlme limit of 2, 3 or even 5
years for this purposc ? The defauliers
whether they are Tatas, Birlas, Mafatlal or
anybody, must be put o civil jall at least,
Only the fear of the danda will put them

_right, If a kisan does not pay his tax, you
put him io jail or you auction his property
whether 1tjis his bullock cart or implemeats.
If this huge money of tax arrears, which is
really poor man's money, Is mobilised for
pational projacts, the country will develop
a great deal,
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ved In the process have been acknow-
ledged by the wvarlous Inquiry bodies
both in Indla and abroad. The Royal
Commission {o 1920 In the Undted King:
dom as well as the Income-tax Invesii-
gation Commission, 1947, and the
Taxation Inquiry Ccmmisslon, 1953-54,
in India have pointed oyt the difficul-
ties in mantog a correct estimate of its

magnitude.”

However, the Tyagl Commitlee came lo
the conclusfon that the tax evasion could be
in the range of about Rs. 50 croies to Rs.
60 crores,

SHRI MANOHARAN : How did he
come to that 7 What were 1the norms and
procedures adopted by Prof. Kaldar 7

SHRI UMANATH (Pudukkotiai) : why
could they not say it could not be Rs, 200
crores and that it was only Rs, 50 crores ?

SHRI E, K, NAYANAR :
the basis of thelr saying that ?

What was

SHRI P. C. SETHI : 1 do not have the
details.of the basls. 1 am only quoting the
finding of the Tyagl Committee,

We could as well judge It fiom the
figures that 1 would just now like to quote,
1o 1947 the Iovestigation Commission came
to detect unaccounied money to the tune of
Rs, 48 crores, Under the voluntary disclo-
sure scheme of 1961, which was koown as
the Tyagl Scheme, Rs. 70 crores of unac-
counted money was disclosed. In 20,901
cases, Under the disclosure scheme as
embodied In section 68 of the Finance Act
Rs. 52.18 crores were disclosed. Under the
second disclosure scheme introduced in sec-
tion 24 of the Finance Act, Rs. 148 crores
were disclosed by 1,14,226 assersees. This
was the unaccounted money which came
one as a reault of voluntary disclosure under
the scheme. This would give an idea.

The Income-tax Department in the
normal course of assessment proceediogs
during the financial years 1964-65 to 1968-69
dotected concealed income of Rs. 161.67
crores and imposed penalties of Rs, 39.94
crores. This is pot voluntary disclosure,
Alihough it is a hazard to guess, one could

guess that evasion takes place in the range
of Rs, 70 or Rsr B0 crores per year and all
possible efforts are being made to detect
this unaccountated money.

But 1 would like (o say that the position
has conslderable changed from whatever it
was Ip the year 1947, The hon. Member,
Chaudhuri Randhir Singh, sald that the
tax collected was not coming properly. 1
would like to quote the total corpotate and
Income-tax collection. In 1930-61 ft was
Rs, 278.43 crores ; In the year 1967-68 it
came up to Rs. 635.95 crores ; in the year
1968-69 it came to Rs, 673.23 croters and
for the current year we bave estimated the
income from Income-tax and corporate tax
at Rs. 720 crorcs, '

SHRI UMANATH : There has been
expansioa of the corporate sector also,

SHR1 P. C, SETHI : Yes.

SHRI UMANATH :
relate to that ?

How does 1t

SHRI E. K. NAYANAR | You should
also take into account the expansion also,

SHRI P. C, SETHI 1 I will quote the
figure of number of assessees also. In the
year 1959-60 the total number of assessees
that were there on our books was 10,45 988.
In the year 1969-70 the total number of

assesseces  that are there on our books s
28,40,970. It is true that the number of
assessees, both with regard to personal

income-lax and corporale
creased.

tax, has in-

1 do not claim to say that there is tax
evasion whatsoer. The very fact that we have
been detecting to the tune of Rs. 60 to 70
crores per year, clearly shows that the
tax evasion 1s there. But 10 correctly assess
the tax evasion Is, certainly, a hazardous
task, 1 would not guess the correct amount
Therefore, 1 would ooly say that the tax
evasion Is certainly there but all possible
efforts are being made and we are trylog to
see that whetever loopholes are there, they
are plugged. At the same time. the penalties
are also eohanced. The hon. Members, Shrl
Randhir Siogh, Shrl Mayavan and Shri
Kaowar Lal Gupta also said that, as far as
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THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI P.C.
SETHI) : Sir, the present discusslon Is on

account of the answer that 1 gave lo part
(c) of question No. 14 dated 23.2.70 which

reads:

“whether government have any
indicators on the basis of which the
extent of tax evasion and existence of
black money can be roughly estimated;™

1 have sald that until government have
fuller information regarding taxation avoi-
dance It Is difffcult to arrive at the figure.
Although the main questlon was raised in
regard to tax evaslon, now arrears bas also
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been brought In which, perhaps, was not
the original intention of the hon. Member-
Anyhow, 1 shall try to deal with both the
polats,

As far as tax evasion Is concerned, the
Flnaoce Minister stated in the House in
1965:

“l am not In a position even to
hazard a guess as to what will be the
exlent of unaccounted money because I
thiok it Is in varlous forms, oot oaly In
cash but in commeodides and In other
things as well,”

It is true that both tax evaslon and tax
avoldance can be clubbed together. It is
presumed that the amount which Professor
Kaldor took into account included the figure
of tax evaslon as well as tax avoldance,

17.55 hrs.

Whatever avoldance Is there, although
it Is morally not fit and proper, Is a part
of the legal parlance of which Shri Kanwar
Lal Gupta Is expert,

SHRI MANOHARAN (Madras North) :
Is he an expert for evidence ?

SHRI P. C. SETHI : For legal avoid-
ance,

Therefore legal avoldance iakes place,
we can think of mending the laws sultably,
Fromi time to time we have been taking in
to account all these things and one of the
amendments of the tax laws is before the
Select Committee for conslderation,

As far as tax cvaslon Is concerned,
although Prof. Kaldor pave a figure of
about Rs. 200 crores a year, thls was ncver
accepted by Government because it was
further examineds once In 1961 by Shri G,
S. Sahota and later on by a commitiee under
the chairmanship of Shrl Tyagl, This
committee finally observed as under :

“By the very nature of things It is diff].
cult to ascertain accurately the extent of
tax evasion. lo no country has it been
possible to do so. The difTficultles invol-
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ponalties are concerned, they are salready
there on the statue book...

18 hrs.

SHRI E. K. NAYANAR ; They should
be made more deterrent.

SHRI P.C. SETHI: The income-tax
law provides for imposition of deterrent
penalties for tax evasion. Up to 31.3.68, the
minimum penalty was 20 per cent and the
maximum penalty was 150 per cent of the
of the tax leviable on the concealed Income.

SHRI RANDHIR SINGH: No fioe/
or penalty lo terms of money; you put then
in jail,

SHRI P. C. SETHI 1 But after 31 8-68,
this has been changed, Now, from 1-4-68,
the penalty imposed has been made deterrent
in so far as that the minimum penalty is 100
per cent and the maximum is 100 per cent,
The conceded income Therefore, the
penalty has been considerably enhanced-

Then, Section 277 of the Income-Tax
further provides for the prosecution of a
person who makes a statement in his return
which Is found to be failse and, apart from
the imposition of the floancial, rigorous
Imprisonment which may extend to two
years is prescribed, It may be a matter of
difference of oploion or even for considera-
tion whether the penalty of two years,
rigorous imprisonment i; less or whether It
should be enhanced. I am not going to say
anything on this particular point.

SHRI KANWAR LAL GUPTA : The
point is : Why are these big people not
prosecuted and put in jall, even though the
provision s there ?

SHRI SEZHIYAN (Kumbakonam) i
Have you got figures as to how many
persons have been prosecuted and put in
jail 7

SHRI RANDHIR SINGH : You are
not complying with the provisions which
are already there In the Penalty Section.

SHRI E. K. NAYANAR : How many

big guns have been put in jails, not the

erdinary people 7
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SHRI RANDHIR SINGH 1 How many
crocodiles you have put in jail ?

SHRI P, C. SETHI: Shri Randhir Singh
in Hindl proverb 1

“¥EY Tt fawe @ g, e
®Y & far orar &1

There Is a famous dictum fn the income-
tax vocabulary, and that is, small fish pass
the net because they are small and big fish
pass through the net because of their weight
they break it and get away, This some-
times happens. (Interruptions)

=t AI9g WA (TEAR) : GgA w®
Wit FEm ¥ faq wgr wir & ag Ad
3T FHAT & |

SHRI P. C., SETHI : Now, as
far as the question of exemption limit
is concerned, the hon. Members would
appreciate that ont of a total of 59
crores, the total number of assessees In
our country Is only 28 lakhs, Therefore,
there is every reason for widening the not
and taking as many people as possible lo-
side.the net who can pay the taxes. I
would also ilke to admit that it is not only
the bigger people who are evading the taxes
but there are certain people who can come
in the net but they are not coming in the
net, At the same time, taking into consl-
deration the difficulties of the low-income
group people, the Prime Minister has al-
ready announced the exemption limit belng
raised from Rs. 4000 to Rs. 5000,

SHRI MAYAVAN : That will have to
be raised to Rs. 5000 as suggested by the
Boothalingam Committee.

SHRI KANWAR LAL GUPTA ; We
are Interested as to whether the limit has
been raised or what extent. Our particu-
lar question was, what actiod has been
taken against these 1117 people who are to
pay more than Rs. 5 lakhs. Has anybody

. been prosecuted or not 7 If not, why 7 Are

you golng to change the law 7 They trans-
fer the property in the pames of others,
What are yo going to do about that,

SHRI P.C. SETHI: Hon. Gupta has again
raised this point but I have to reply 1o the



cotire debate and the other polats the hon.
Members have ralsed. I will certainly come
to the point he has raised when [ coms: to
the question of collection of arrears,

Coming now to the question of tax
arrears, 1 would certain admit that about
Rs. 550 crores of effective arrears are there.
But some of them are already in the courts
or in appeals. Therefore, the collection
has beesn stayed. Mr. Kanwar Lal Gupta
clted the example of Mr Biju Patnaik. The
demand is there but the deemed has been
stayed on account of an order of the
Calcuta High Court, Whenever sach
cases are there, either pending before the
Appellate Commissloner or before a Tribu-
pal or before a Court, the court has stayed
the proceedings, To that extent the Depart-
ment is unable to collect the arrears. So,
legally speaklag, the arrears are not there
because the court has stayed she proceed-
ings.

SARI KANWAR LAL GUPTA ; In
all cases 7

SHRIP. C. SETHI; As you have
cited one case, 1 am citing other cases. But
it does not mean that we are not taking
steps for the recovery of these arrears.

I would like to briefly point out that
we have taken administrative measures for
the collection of arrears. It is from this
point of view that the functlonal distribution
scheme bas been introduced and as far as
I thiok, this has been working all right,
Then, the responsibility of appropriate action
In cases where arrears have been outstanding

has been fixed on +particular officers as

under:

I nspecting Asst cases of arrears

Commissioner below Rs, 1
lakh.

Commissloner of ... cases of arrears

Income Tax between Rs. 1
lakh and Rs. §
lakhs

D.I. R. cases of arrears
between Rs. 5
lakhs and Rs.
25 lakhs.

Board ana All cases where

, the arrears are

over Rs. 26
lakhs.

Apart from these administrative measures
wo have also taken certaln legal measures.
For exgmple, the production of tax clearance
certificate under Sec. 230 of Income Tax
Act from persons going abrood Is finsisted,
Clearance cerlificate under Sec. 239 A is
required before a document for the sale of
property in excess of Rs. 50,000 other than
agricultural land can be registered. For
example, the hon Member quoted cases af
transfer of property. Here he has to obtain
a clearance certificate from the Income Tax
Department. Levy of penalty under Sec.
221-of the Income Tax Act upto 1009 of
the tax for the defauling tax-payer is
made.

Aart from the legal measures, executive
measures have also been introduced. Income
tax verification certificate and income tax
clearance certificate is insisted from persons
applying for Import licence and quota certi-
ficates. Grant of rewards for Informers in
respect of information or of other assistance
in recovery of taxes where the attempts of
the Department for recovery have been un-
successful has been fnstituted.

So, all these measures, both legal, ad-
ministrative and executive, have been taken,
As far as the collection of these arrears is
concerned, we are trying to see that these
arrcars are collected,

As regards write off, it Isa wvery hazar-
dous task. Instructions have been fssued
that where the collectlon has become almost
impossible, the Department should take a
bold decision to write it o'f so that the
Parliament and the country may koow the
correct position of the arrears and this
amount may not hang over our books,
Wherever write-off is necessary, they should
proceed to do 5o, Hon Member has also
asked as to In how many cases proseculion
has been launched and convictions have
been given. MNow* the prosecution has been
launched in 69 cases.

SHRI JAGANNATH RAO JOSHI
(BHOPAL) : 69 out of 11107 You will
prosecute a small man—that I know,
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SHRIP, C SETHI : 1would not say
that it is out of 1116. I am glving yearwise
figures. From 1962 onwards till now 1969
prosecutlons have been launched out of
14 people have been convicted And there
are still a few cases pending In the court,
Thelr pumber is 43, The pumber of cases
pending filing of compiaiots Is 28, There-
fore, it Is not as If the convictions are not
taking place or prosecution is pot taking
place or presecution is not taking place and
the Department s not proceeding against all
these where the tax is due.

As far as the figures which I have quoted
about the prosecutions are concerned, they
are figures with regard to prosecutions
launched on account of tax-evasion. In
respect of cases where the amounts are out-
stapdlog, we have iseued Justructions to
the Department to see that the amounts are
recovered as early as pyssible.  All possjble
measures wWhich are provided on the statute-
book will be taken against those wherever
the taxes are due. I would only urge upon

MARCH 2, 9790 Tax Collection HAH (Dis.)

352

hen Members that it was onlp In view of
the desfre and the demand expressed by them
in this House and in the other House that
a committee of very high-standing persons
has been appoloted to go fnto this probjem
thoroughly. We are taking measures to
see that this tax evasion is brought to the
minimum possible level and that is why this
Gommittee s asked to go into the entire
aspect and I am quite sure alf those hon,
Members who have any suggestions to make
or apy comments to give or any possible line
to be taken, would give their valuable sug-
gestlons to this Committee so that this Co-
mmlittee will be able to go Into all these
details and arrive at conclusions. Thank
you.

18.12 hrs.

The Lok Sabha then adjourned till
Eleven of the Clock on Tuesday, March
3, 1970/ Phalgun a 12, 1891 (Saka).

-~

Printed at The Beogal Press Delbl-6.



