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SHORT DURATION DISCUSSION 

Unprecedented price rise of commodities in the country 
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0�A
 �� 5� A $� �� ��+� �
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 �ह� ह� �� �.� �� 0� ���F �ह� 0�	� .	�, �  ����� 
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PROF. P.J. KURIEN (Kerala): Thank you very much Mr. Deputy Chairman, Sir, for giving me 

this opportunity. First of all I welcome this discussion, instead of making noise and creating 

acrimonious scenes, we are discussing important issues in the House and different viewpoints are 

expressed here so that we can arrive at some solution. It is a very good step. I gladly welcome this 

discussion. I also thank Dr. Murli Manohar Joshi who is a very senior Member of this House and a 

very good friend of mine. He is also a professor of Physics. I was listening to him with rapt 

attention. He very well narrated the difficulties of the people and even item-by-item he told about 

the increase in price. But, I was eagerly waiting to hear some suggestions from him, some positive 

suggestions from him in addition to criticism. Criticism is always welcome. It is the duty of an 

Opposition party. But, there should also be some concrete suggestions as to what to do, what is to 

be done in this situation because this is not just the duty of the Government. Yes it is the Primary 

duty of the Government is to contain prices to ensure that, at least, essential commodities are 

available to the common man at moderate and reasonable prices. But, we should not forget the fact 

that some time or the other every party, every section of this House, was either in the Government or 

supporting the Government. We should also not forget the fact that every section of this House is 

sharing power in the States, whether it is BJP or other parties or even the supporting parties like 

CPM. They are all in power in some States. Controlling the prices is not the responsibility of only 

the Union Government. It is equally the responsibility of the State Governments. These cannot 

certainly say that these are not responsible. Sir, with regard to decline in production, agricultural 

production, the Union Government alone cannot produce much. Yes, the Union Government can 

do its best and it is doing its best. But, everybody knows the role of the State Governments. 

(Interruptions) Likewise, Murli Manohar Joshiji said that the Government should take action against 

the hoarders, etc. But, who is to implement the Essential Commodities Act, 19SS? It's the 

States. It is with the States and if I am correct, the Union Government has empowered the State 

Governments, by recent notification, by order, that they can take whatever steps they want, to tackle 

black-marketeers, profiteers, hoarders, etc. Are the State Governments doing their duty. I am not 

saying that all the State Governments are not doing. My point, Sir, is that every section in this 

society, in this House, has a responsibility. There is no point in blaming only the Union 

Government and washing off our hands. That's all I have to say about this. 

Sir, Murliji is a. very senior leader. He said whenever there is a Congress Government, price 
rise is a speciality. Sir, I hope, he will look at the statistics and records. What he said is not in 
conformity with the facts. Being a scientist, I hope, he should have, maybe, he used some politics 
to suppress the facts. In fact, the records and data with me show that during the period 1978-1981, 
the inflation was above 15 per cent. Sir, again, between 1989-1991, inflation was above 13 per 
cent and we were not in power at that time. Sir, again, I would like to show that even in 2004, if 
you take that particular year, inflation was near seven per cent. It was near seven per cent in 2004. 
Yes, if you take the average of four years, then, it is 
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less. I am speaking about the particular year 2004. So, it is not that this year is the only year when 

inflation has crossed seven per cent. There were other periods when inflation had crossed seven 

per cent and even gone above ten per cent. Sir, is it not a fact? Sir, Murliji said that we will blame the 

globalisation and global increase in prices. But, is it not a fact that global price rise will have an 

impact on our prices? Is it not a fact? Everybody knows the impact of crude oil price increase. Sir, 

crude oil price was ruling at 30 dollars per barrel five years back. Today, it is more than 100 dollars 

per barrel. That means, an increase of more than 300 per cent. Thanks to the Government that it 

has not passed on all the increase to the customers. Had it been passed on to them, what would 

have been their plight? I think the Government has taken whatever measures it could to contain 

prices. This crude oil price alone is an example. The price has increased by nearly 300 per cent in 

the international market. We have to buy at that price. Our consumers are burdened by an increase 

of only eight per cent. Sir, likewise, global price of all commodities have gone up. I have the 

list here. I have already mentioned the crude oil. Sir, the increase in palm oil prices, when 

compared with 200S, is 100 per cent. Sir, take, for example, rice. Again, when compared with 

2005, increase in the world price is 76 per cent. Take for example, wheat. The increase in the price 

of wheat is alarming, 161 per cent. Likewise, urea, there is a steep rise in the price of urea. Then 

in respect of vegetables, take for instance, desichana. The increase in its price is nearly 75 per 

cent. Take for instance, red lentils. The increase in its price is more than hundred per cent. I am 

speaking about the world price. I am not speaking about the Indian price. I am referring to the 

increase in the world price. So, I am saying that with regard to every item, the price has gone up. 

There is no item with regard to which you can show that its price has come down in the world 

market. So, when in the world market, the price has increased more than hundred per cent in respect 

of every item, to say that it will not have any impact on our domestic price is, I think, a very innocent 

answer, and only a political novice can say that. It is impossible, and especially, when we import 70 

per cent of our crude oil, our energy requirement, when 70 per cent is imported. When'the crude 

oil prices are rising so high, ruling so high, how can we get away from the impact of the huge 

increase in prices? this is what I want to bring to your kind notice. But, however, I would like to say 

that this Government, in spite of the global increase in prices, have taken many concrete steps to 

control the prices. Here I would also like to say for the benefit of my Left friends, they are my 

very good friends that inflation in China...(Interruptions)... 

SHRI PENUMALLI MADHU (Andhra Pradesh): That is why you have cut the supplies to 

Kerala. 

SHRI RAVI SHANKAR PRASAD (Bihar): They are really your very good friends! 

PROF. P.J. KURIEN: Yes, they are my very good friends as you are my very good friend. Sir, 
for the benefit of my Left friends, I would say that according to an answer given in this House by 
the Finance Minister, Inflation in China, as on today, is higher than that in India. This is an answer 
which I got from the Finance Minister in this House...(Interruptions)... I am only trying to bring 
home the. point that inflation is a global phenomenon. Madhuji, I am only trying to bring home the 
point that inflation is a global phenomenon, and China, is no exception. That is all what I am 
saying. Further, due to high rise in prices, there were food riots in Mexico, in Egypt and in 
Morocco. That is the situation, in spite of all these, I would say, when you consider this global 
increase in prices, any sensible man will give creditable plus marks to this Government because 
...(Interruptions)... I agree there is price rise. I am not disputing that. Certainly, there is a price 
rise. We should all try to bring it down. The 
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Government should do its best. I fully agree with you. But I am saying that you should see 

the world scenario. If you look at this background and judge the action taken by this 

Government, then you will come to know about the ground reality. What are the actions 

taken by this Government? If you say that no action is taken, and that you are looking 

yourself. We have taken concrete action. I would like to mention some of the steps taken by 

the Government to control the prices because Dr. Murli Manohar Joshi was speaking as if no 

action had been taken. I would like to refer to one or two steps taken by the Government in 

this respect. Murliji knows all these, but the only thing is that he is not accepting it! Murliji, 

5.5 million tonnes of wheat were imported. So, the Government resorted to import. Again, in 

order to procure more quantities of wheat and rice, the MSP for wheat and rice was increased. 

The import duty on edible oil, wheat and pulses was reduced to zero. It is not that only the 

private parties can import, the Government agencies are also importing. They are importing. 

DR. MURLI MANOHAR JOSHI: I have also mentioned this. The Government has taken 

steps, but they have given no results; I have said this. ...(Interruptions)... I have said it in the 

opening remakrs of my speech that the Government has taken these steps, which you are 

narrating, but they all have become infructuous; no result has been found after the steps are 

taken. Today, the situation remains as grim as it was earlier. That was the point. 

PROF. P.J. KURIEN: Oh, that is the point! Then, I would like to answer that being a* 

you can imagine. You imagine what would have been the prices if the Government had not 

taken these steps; I agree that the prices are comparatively higher and the people are facing 

difficulties; especially the people living below the poverty line are having genuine difficulties; 

But had the Government not taken these measures, what would have been the situation 

should also be seen. I have no doubt that, then, there would have been starvation deaths and 

the prices of all these essential commodities would have been much more. Therefore, you 

should also appreciate the steps taken by the Government while criticising the Government. 

You should also give your suggestions as to what else should be done, which, unfortunately, 

did not come from you. 

DR. MURLI MANOHAR JOSHI: We would give our suggestions afterwards. 

PROF. P.J. KURIEN: Okay. No quarrel between us! 

Likewise, in the Budget also, very concrete steps have been taken. The most important 

one, according to me, is that the fiscal deficit is contained at 2.5 per cent. You know that 

inflation is the greatest tax on the common men. Whatever steps the Government takes to 

control inflation are to be welcomed by all. And the fiscal deficit is to be controlled. It is 

contained at 2.5 per cent. And again, CENVAT was reduced on all commodities. 

Then, the import duty was brought down to zero in respect of wheat, rice, pulses and 

edible oil. And see the export restrictions also. Basmati rice export is restricted. We, in 

Kerala, are also suffering because Coconut oil export is restricted. We can export coconut 

oil only through Cochin. Our Coconut farmers are not getting adequate prices. So, this 

Government has done, whatever it could, to reduce the prices; I have no doubt about that. 

Then, the most important one, as you said, is that; the CRR was increased eight times to 

reach 7.5 per cent on November 10. Eight times the CRR was incrased. Therefore, the 

liquidity was tightened. ...(Interruptions)... 

*Expunged as ordered by the Chair. 
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1.00 P.M. 

DR. MURLI MANOHAR JOSHI: That will adeversely affect the growth. That will affect 
the growth. 

THE FINANCE MINISTER (SHRI P. CHIDAMBARAM): You cannot have both. 
...(Interruptions)... 

PROF. P.J. KURIEN: The Finance Minister will reply to you! Otherwise, Mr. Deputy 
Chairman will cut my time. 

MR. DEPUTY CHAIRMAN: Please continue. 

PROF. P.J. KURIEN: So, the steps were taken, i.e. the increase in CRR. Sir, that will 
definitely have a salutary effect, and that is having. Otherwise, the liquidity would have been 
more; the prices would have been much higher. That is-what I am saying. Therefore, you 
should kindly appreciate the steps taken by the Government. And, again, I would say, those 
who speak should certainly consider that this is a problem that we all are facing. I have 
already said that it is not that only the Congress Party is in Power. Other parties are also in 
power, in some States or the other. They are all suffering because of price-rise. So, each 
State should take action. 

There should be concrete suggestions as to what action should be taken. Therefore, I 
would say that the State Government also has a responsibility in this matter, not the Central 
Government alone. I have narrated some of the actions taken by the Central-Government. 
More actions need to be taken. The actions need to be taken will be explained by the hon. 
Minister. But I would like to know what the State Governments have done. Some of the State 
Governments are run by the BJP and some others are run by the Left parties. You were 
saying that black-marketing and hoarding should be checked. Who has to do that? It should 
be done by the State Government. Now you mentioned about the public distribution system 
and strengthening the PDS. But the PDS is actually being implemented by the State 
Government. Yes, allocation of rice or wheat or foodgrains to the PDS is the responsibility 
of the Central Government. It is the responsibility of the State Government to ensure that the 
rice allocated to the State is distributed properly to the people below the poverty line. Are 
they really doing it sincerely? Let me ask: Are they doing it sincerely? Sir, a portion of this 
rice or wheat allocated by the Union Government—I am not mentioning any particular State— 
goes into the hands of the black-marketeers. This is really happening. So, whether it is the 
Congress Government or the BJP Government or the Left Government, it is the responsibility 
of the State Governments to ensure that these allocated food materials really reach the poor. 
Are they doing it? 

Secondly, under the Essential Commodities Act, who should take action? The action 
needs to be taken by the State Government. Are they doing it properly? I don't think. The 
other day I read in the newspaper that there was a raid in Delhi and, I think, two lakh quintals 
of rice were seized from a trader who is naturally a hoarder. It is happening not in Delhi 
along. It is happening everywhere. Everwhere hoarders are doing the same business. But 
where is the action? Which State Government is taking action? What happens is that when 
there is a trend of price rise, when there is an increase in price, the psychology is that there 
is a price increase. At least, some traders—I am not saying every trader—will try to buy, 
stock and hoard more. This is happening in every State. I don't see in the newspapers that the 
State Governments are acting. So, it is equally the responsibility of the State Government to 
act. But they are not acting. 
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Another point which I would like to mention is crude oil import. I have already mentioned about 

the increase in the price of crude oil. Whenever the price of petroleum products is increased, the 

States are also getting increased revenue through sales tax. All State Governments are getting 

it. Then, is it not their duty to reduce the sales-tax? Yes, the Central Government has, at least, tried 

to reduce it. But has any State Government tried to reduce the sales-tax component so that the 

impact of the price rise, which is due to international price rise and not our fault, is not passed on 

to the consumer? At least, its impact on the consumer or the customer should have lessened. Was 

it done? I would like to say something now. In my State, when our Government was there, when Mr. 

Ommen Chandy was the Chief Minister, there was an increase in petroleum price. The prices of 

petroleum and diesel were increased. At that time, our Government in the State of Kerala decided 

that there would be no corresponding increase in the sales-tax and-the Government did not 

collect increased sales-tax so that petrol was sold at 75 paise less per litre and diesel was sold at 

50 paise less per litre. Even though it is a very small amount, but this shows the approach of the 

Government. I am not criticising anybody. There are so many States which are run by the BJP and the 

Left Parties. Has any of your States showed this kind of an approach? That has not been done. So the 

State Governments also should do whatever they can do. But this is not being done. What is 

going on is only blame game and passing the buck. It is very important and crucial issue. What is 

beign done is not enough. Now I want to say something about my State, which is connected with 

this issue of price rise. There was unprecedented summer rain. Nobody had expected it. When 

paddy crop was about to be harvested, there was torrential, continuous and relentless rain. All the 

crops were totally destroyed. We could not do anything. Sir, before the rain started, the farmers in 

the State wanted to use harvesting machines to harvest the crops. Unfortunately, the workers of one 

political party opposed it tooth and nail. I do not know whether it is a policy of that political 

party to oppose the use of any harvesting machine or any mechanisation. The followers of that 

political party and labour unions opposed it tooth and nail and created problems and the harvest 

could not take place. 

SHRI PENUMALLI MADHU: Sir, the subject is price rise. 

PROF. P. J. KURIEN: Now people can know which is that party. Sir, five farmers have 

committed suicide. The Chief Minister of Kerala, along with an all-party delegation, met the Prime 

Minister and also the Agriculture Minister. Our total loss comes to more than Rs. 1,400 crores. 

We have asked for an ad hoc assistance of Rs. 150 crores imediately. I would request the 

Finance Minister to sanction that amount. I believe he would certainly do this because I am 

supporting him. Naturally, he will do that. 

THE DEPUTY CHAIRMAN: Support has a price! 

PROF. P. J. KURIEN: Support has no price, but for the sake of farmers I have no problem in 
requesting him to do that. What is the real cause of price rise? The real cause is, as the hon. 
Finance Minister has said in a reply to the question, that here is a mismatch between supply and 
demand. What has happened to agricultural production? I am not blaming anybody. In fact, agricultural 
production has come down. We had a Green Revolution. In the Green Revolution, our agricultural 
productivity increased by 100 per cent. But we have still scope for increasing our productivity. Dr. 
Swaminathan is here. I am sure he will agree with me that we are not at the peak of our productivity. 
We can double our productivity. If we compare our productivity with China, it is 50 per cent less 
than China. If we compare it with Asian average we are still behind. It is not that we have 
reached a plateau. So far as agricultural products, foodgrains, etc. are concerned, we have to go a 
long way. We should try for another 
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Green Revolution, which is possible. The hon. Member, Dr. Swaminathan, visited my place, 

Kuttanad in Kerala. He has submitted a report, and the Report is with the Government. What he has 

stated is that by administrative measures, by policy measures and by giving financial assistance, the 

production and productivity can be increased. Now, if China can have such a vast production,—

their productivity is 100% more than ours—then, why cannot we have it? I am sure we can achieve 

it. The emphasis should be on increasing the production. That is the first suggestion which I would 

like to make. It is not a short-term measure. Various short-term measures have been undertaken by 

the Government, and I have already mentioned them. But I am talking about long-term measures 

whereby production and productivity can be increased. Sir, there is the Coconut Research Institute at 

Kayankulam in Kerala. There, I found that the coconut trees have been affected by root (wilt). 

The yield from the coconut trees are quite high, but the same yield is not available for the farmers. 

The reason is that the technology is not really transferred to the field. Sir, our scientists are doing 

very good work, and I have no doubt that in their standards, in their abilities, in every respect, they 

are equal to or better than the scientists in China or any other country. But the fact is that something 

is lacking somewhere. There is a gap between the technological accomplishment of our scientists and 

the transfer of that accomplishment to the field. The Government should appoint a committee to 

study this aspect and find out in which areas the real transfer of technology has not taken place. If 

we take the use of bio-technology, the tissue culture, a lot of work has been done. But this is not 

seen in the field. In practice, a majority of our agriculturists adopt the same old methods in every 

respect. They may be using chemical fertilisers these days; but -scientific knowledge is lacking. 

The Government should, certainly, take steps in transferring this technology to the common 

farmers. 

Then, I congratulate the Finance Minister on the bold steps that he has taken in the matter of 

waiving of loans. In fact, I should also congratulate and thank the Prime Minister and especially, 

the UPA Chairperson, Shrimati Sonia Gandhi, I know that it is under her guidance that such a bold 

step had been taken. This is a bold initiative, But I have to say a few things. As far as this waiver is 

concerned, the effect of that waiver should reach the farmers within a stipulated time. The Finance 

Minister has given a time-frame. He says that it will-be implemented by 30th June. I am grateful to 

him for that. But it should not only be applicable to agricultural loan per se; it should applied to the 

allied loans as well. What happens is that when you approach a co-operative bank for loan, for 

convenience sake, they write the purpose of loan as 'education of children', or sometimes 'for 

buying a buffalo', etc. In Kerala, they also write as 'sending the boy for employment'. But all these 

loans have been taken by small and marginal farmers. Therefore, I request him to be a little liberal 

while considering the applications. Otherwise, this sanctioned amount of Rs. 60,000 crores will 

not be utilised. You should be a little liberal so that all allied loans are also waived. I wish to add 

one point more here. The emphasis should be on increasing the productivity and production I am 

on that subject. If the production has to be increased, then, the farmers should be able to invest more 

money. They Can invest only if they get new loans. Now, the rate of interest on the loan is 7 per 

cent. But later on, if he defaults, then, there will be added penal interest. I would request the hon. 

Finance Minister that, hereafter, agricultural loan to small and marginal farmers, with a holding of 

up to two hectares of land, as you have already fixed, should be provided at an interest rate of four 

per cent. Can that be done? Otherwise, the benefit of this loan-waiver will not be reflected in 

production. That should be reflected in production. If that is to happens, the next loan that is 

being given should be at 4 % interest... (Time bell) 

I will conclude, Sir. I did not take much time. 
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MR. DEPUTY CHAIRMAN: You have already taken half-an-hour. 

PROF. P. J. KURIEN: But my Party has more time. 

MR. DEPUTY CHAIRMAN: Your Party has one hour but there are five speakers. 

PROF. P. J. KURIEN: Sorry, Sir. I will conclude then. 

So, I would suggest, if you want to translate the benefits of this loan-waiver to the 

production side, new agricultural loans should carry a lower rate of interest, a rate of 4 per 

cent. Othwerwise, these farmers, who had once suffered because of loans, will not so for 

new loans and there will be a danger of a great exodus of people from the rural areas to the 

urban areas. I know, in Kerala, those who have one, two or three acres of land, are already 

leaving the agriculture. They do not want to continue with agriculture. They are leaving for 

the urban areas. They are prepared to work as even peons in the Gulf or other places. Many 

of them have come to Delhi; you can see them in Noida also. The result is that agriculture is 

suffering. The agricultural production will decline. That is happening. Therefore, those who 

are already in agriculture should be encouraged to stick to agriculture. That can be possible 

only if agriculture is made a viable proposition. Agriculture should be made a viable business. 

It can be made viable, firstly, by giving loans at lower rates of interest; secondly, by giving 

subsidies on fertilisers—some people want subsidies on fertiliser to go. I do not agree with 

them; if possible, there should be more subsidies—thirdly, by ensuring remunerative prices 

to farmers. I thank the Government that the MSP has been increased in the case of wheat and 

rice considerably. When you compare it with the MSP that had been fixed by the NDA in 

their five years, what we have done is higher. The NDA had given only a miniscule increase. 

Here, it is a considerable increase. But I do not want to waste the time by giving all the data. 

Sir, there should be a genuine and real study by experts, including an agriculturist, about the 

viability of agriculture today. The viability of agriculture is declining. That is why our 

agricultural production is coming down. If our agricultural production does not go up, if we 

do not have another Green Revolution, these spiralling and skyrocketing prices, which is 

due to the global impact also, will never come down, whether there is this Government or 

any other Government. Everybody will face the same tamasha. Therefore, I would request 

the hon. Finance Minister and the Government of India to take drastic long-term measures 

so that we have a long-term remedy. There should be a concerted effort on the part of all of 

us. Not only the Union Government, but the State Governments also should cooperate in full 

so that we are able to provide two square meals a day to the amm aadmi, the common man 

living below the poverty line and so that he may also live happily like the rest of the fifty per 

cent who are above the poverty line and for whom this price rise does not pose any problem. 

It is the poor who are badly affected. 

I do not want to take more time, Sir. I congratulate the Government for having taken some 

strong measures. But I do expect more measures from the Government. I would also request 

the Government to consider my suggestions positively. 

With these words, I thank you very much, Sir, and conclude. 

MR. DEPUTY CHAIRMAN: The House is adjourned for lunch for one hour. 

The House then adjourned for lunch at 

twenty minutes past one of the clock. 

The House re-assembled, after lunch, at twenty-two minutes past 

two of the clock, MR. DEPUTY CHAIRMAN in the Chair. 
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When prices rise, inflation redistributes income away from the working population towards 
those who earn profits. So, in this process, through inflation, you are actually subsidising 
the rich and you are taxing the poor; and it is again dividing the society and widening the 
hiatus between the 'shining lndia' and the 'suffering India'. So, on both these counts, I 
think, tackling this inflation is a very important challenge before this Government, and if 
it fails to do that, 1 am afraid that all the hopes with which we have supported this 
Government will also have to be rethought. And that is something which we do not want 
them to force us to rethink about because we think that this can be tackled and how this 
can be tackled is what I would like to propose. 

Sir, my friend, Shahid Siddiqui, is bemoaning. He is saying that this position has come a 
little too late. ...(Interruptions)... No; no; but the point is that ...(Interruptions)... I will come 
to it; 1 will come to it. My interest is to reduce the prices. My interest is not to provide my 
shoulder for somebody else to fire his guns. As has been stated here by our hon. Professor, 
yes, inflation, all of us know, always .happens because of a mismatch between demand and 
supply. The question is, why does this mismatch occur? One obvious thing, to correct this 
mismatch, is to increase your production. There is no doubt about it and that is why we have 
always emphasised it. In fact, if you recollect, Sir, the Common Mimum Programme of this 
UPA Government talks in terms of doubling public investment in agriculture. Now, what 
have you done in the last four years? How much of new irrigated land has been added? 

How much have we actually invested in new, high-yielding varieties of seeds? Now, 
these are serious questions and this is something which is a very serious matter, which has to 
be addressed. But there has to be a long-term solution. Yes, we have to think about it now. 
So, only to say that our production has not been increasing and, therefore, the mismatch, is 
only an excuse. Actually the basic question is of how we can today tackle the situation. The 
second trend that has been stated here is that this is a global phenomenon. Now, this is 
nothing new. We have heard this since the days of Shrimati Indira Gandhi, 'corruption is a 
global phenomenon', 'unemployment is a global phenomenon' and, now, 'inflation is a global 
phenomenon'. Now, I do not discount the fact of the global impact. Yes, the rise in the prices 
of oil products has had a very big impact on food prices because oil is a very important input 
in agriculture and, therefore, the costs of production have risen. That is a fact. It is also a fact 
that the shift that is being made towards bio-fuels is also impacting the availability of 
foodgrains for the consumption of human beings. Here, Sir, we must remember that one fact 
dramatically tells you what this impact would be, that, for instance, 20 per cent of the 
production of maize in the United States of America is today earmarked for biofuels, and the 
amount of maize that is required to fill the tank of an average car is equivalent to the annual 
consumption of maize of a well-bodied African male today. What he consumes the whole 



Short duration [16 APRIL 2008] Discussion   219 

3.00 P.M. 
year is what is required to fill the tank of a car on an average. Yes, that is danger that we 
will have to take care of. The third factor is that there has been a crisis in agriculture 
globaly and that global crisis has also brought down production of foodgrains. And 
economists will tell you, there is a famous curve called the Phillips Curve; that you 
encounter this whenever production goes up; it is met with the wall of inflation. Now, that 
is also a fact that is operating. Yes, nobody is denying these three factors. But why is it that 
in the last one year the prices of foodgrains have shot up so dramatically? In the last 
one year, if you look at the prices of wheat globally, it has gone up by 92 per cent till 
February 2008. The prices of Soyabean have gone up by 65 per cent till February 2008. 
Why this sudden spurt now? The other three global factors have always been there. That 
is where you are failing to put your finger on the actual cause and, that is, that all this 
has been happening in the last year because of a severe crisis in the world financial 
markets and system that has been triggered by the sub-prime crisis in the United States 
of America. All these financial players, to cut their losses from the sub-prime crisis and 
the recession in the United States of America, are shifting into newer areas, and the 
area that they have chosen and where they are playing havoc today globally, the global 
speculators, is the futures trading and forward trading of foodgrains. And it is in this 
area where they have concentrated upon to cut their losses and we have to pay the price 
for that. And how do we, therefore, insulate ourselves from this? The only way to 
insulate ourselves is not merely to put a break on this process of reckless liberalisation 
that has been taking place but actually to reverse this process in order to protect 
ourselves and insulate ourselves from this global trend. That is where we want this 
Government to state that there are global factors that are at play leading to the rising 
prices, but there are many measures that we can take to insulate ourselves from this 
and if we do not do that, I am afraid—our senior Shri Janeshwar Mishra has talked only 
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through the procurement and distribution mechanism that we had in place, howsoever 
inefficient. We had it in place in the past and, instead, you are now prostrating before the 
god of liberalised markets. Now, what happened in the year 2006? In the year 2006, 
Cargil India, the Australian Wheat Board, and two Indian based companies with a log of 
foreign hold too in them, the ITC and the Adani Export, procured 30 lakh tonnes of 
wheat and that process has been going on. There is a reasons why I am using 2006 as a 
benchmark. But that process has been going on and the net result has been that the 
procurement by the Government has been constantly and dangerously falling. What was 
it? In 2003-04, you had procured 16.8 million tonnes, in 2004-05, this came down to 
14.8 million tonnes and now it has come down from 11.1 million tonnes to 9.2 million 
tonnes. This reduction in procurement is reaching such a drastic level that it is now 
estimated that on the 1st October, 2008 the rice stock in our country will be 5.49 
million tonnes as against a buffer norm of 5.20 million tonnes and the wheat stock will 
only be 10.12 million tonnes as against a buffer norm of 11 million tonnes that is 
required. So, as a result, you have created a situation of food insecurity in our country 
by allowing these huge multinational corporations to move in agro business. You have 
allowed our procurement to drastically reduce and this has resulted in a serious 
situation that is looming before us, that is, food insecurity. Further, here, we have to 
understand how do these people make their killings. 
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How do these corporations actually make their killings? There are three particular steps that they 

would require in order to make super profits out of rising prices of foodgrains and essential 

commodities in our country. The first is that the Government must be made so helpless or so 

weakened that it should not have large stocks to dempen the spot prices as a moment in this 

speculative trading. So, reduction in Government stocks is imperative for them to speculate on 

prices of foodgrains and that is what they have achieved over the last few years of having gained 

entry into this market. Secondly, the private trade must have adequate stocks and that they can 

intervene in the market whenever it is required in order to keep prices at a higher level. Thirdly, no 

institutional mechanism for distribution of foodgrains must exist in the country and that is why we see 

this fall in procurement accompanied by the dismantling of the Public Distribution System and it is 

this that has brought this about. Here, I am just quoting the London Economist. He says, "That 

Multi-commodity Exchange in India averages volumes of over 3 billion dollars a day." Three 

billion dollars a day is the speculation that is taking place in the commodity exchange market of 

futures and forward trading and in this we now have over the last few years three national level 

electronic exchanges, twenty-one regional exchanges and eighty commodities have been 

allowed to participate in this derivative trading and the list is continuously growing. Last 

fortnight, from 17th March to the 31 st March, the total value of trading at these commodity 

exchanges was Rs. 2,12,465.17 crores in two weeks. This is the volume that has been transacted in 

the market and the cumulative value of trade in the last financial year, from 2nd April, 2007 to 31st 

March, 2008, was to the tune of Rs. 40,65,989 crores. Look at the size. The Finance Minister is 

here. How many times of our Annual Budget is this? The cumulative value of trade that is 

happening in these commodity exchanges is Rs.40,65,989 crores, and this has been growing 

from Rs. 36 lakh crores in 2006-07 to Rs. 40 lakh crores whthin the span of these twelve 

months. This is the dimension that we are talking of, and if this is the dimension of speculation that 

is taking place in the foodgrains market in the futures and forward trading, how is it impacting on 

prices? I told you earlier, how they require to keep the price levels high, how they will dismantle 

your procurement system and your buffer stocks, how they will dismantle your Public Distribution 

System and how they will keep stocks with themselves in order to enter the market and this is the 

process through which they are manipulating this entire price situation, and unless we guard against 

it, it will be impossible for us to actually contain this price rise. Why do I say this? You look at 

some of the starting figures. You take the production of grams in 2005-06. We produced 57.8 lakh 

tonnes. We imported between 3-4 lakh tonnes. If you add that, a little over 60 lakh tonnes is what 

the stocks we have. And what was the volume of future trades in the commodity exchange, at that 

time, against this 60 lakh tonnes? The trade took place for 742 lakh tonnes because in futures 

trading, there is no actual exchange; there is no real exchange. It only takes place as a transaction. 

That is the speculation. And, what was the value in rupees? It was Rs. 1,39,864 crores. Now, 

your production is 60 lakh tonnes including imports and you are speculating for 750 lakh tonnes 

already and I have these fugures for all these things—for guar seed, for soya oil, for arhar dal, for 

castor seed and—everywhere, you find speculation is taking place at 100,200 and sometimes, 

300 times the physical stock that you have. If the speculation is taking place at this scale, does it 

not impact prices? Does it require more than common sense to acually see that unless were are 

able to stop this sort of speculation, we are not going to release the pressure on an upward 

movement of prices? In spite of all this, you have, on the 18th of March, 2008, permitted trade 

in 32 additional commodities. You have permitted them to go up till December, 2009. What are 

these commodities? These are coconut oil cotton seed, cotton yarn, castor seed, castor oil, 

coconut cake. Including all these items, you have included 
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32 of them further. The point that we are making is that this speculation in foodgrains; trade, which is 

one of the major causes for this rise in prices, have to be contained. This is a fact now towards 

which I want to draw the attention of the House and of this Government. This is nothing new that 

the Left parties have been saying or the CPI (M) has been saying. We have been saying right from 

the time this Government was formed. In 2006, there had been a very big debate on this issue. 

Very often, the UPA Chairperson is invoked, I think, I will also invoke from a different point of 

view. This is what Mrs. Sonia Gandhi said in the Congress Parliamentary Party meeting in August, 

2006. I quote, "The Prime Minister and I had a meeting with our Chief Ministers. They were 

unanimous that forward trading, particularly in wheat, has had an adverse impact and called for a 

more effective framework to deal with speculation." This is not what I am saying. This is the 

Chairperson of the UPA who was saying that. So, when she says, "to deal with speculation, 

effective framework", our question is: why is it that you have not done it? It is not only betraying 

us; it is not betrarying the people of this country; it is betraying your own leadership that you have 

not undertaken this; and this is what you have to understand that there is a betrayal down the line 

that is taking place here, and this is all happening only for the super profits of few corporations. 

And, are we to hold ourselves and Indian people as hostages, there are 1.1 billion of them? When 

we talk of 70 crores of Indians below the age of 40 today, that youth to whom if we can give 

proper health and nutrition, you give them education, you give them employment. They will build a 

better India, Sir. And, that is what you are denying. That is why, this price rise is not only an issue of 

containing prices, but this is actually a blueprint of disaster for the future of our India. If we want to 

build a better India, then what do we have to do, this is something they have to seriously consider. 

Therefore, we demand an immediate ban on the future trading of 25 commodities listed by the 

Parliamentary Standing Committee, and this is necessary to untie the apron strings to liberalisation 

that this Government has got itself in tangles. And, they will have to get out of this crisis by doing 

that. Further, I think the entire analysis of why this inflation is taking place is also being grossly 

misplaced by the Government. The argument we are hearing is that inflation is taking place because 

there is greater liquidity in the market, which means there is greater money supply in the market. 

Now, this is a cruel joke. Yes, you may have 36 billonaries in our country according to the Forbes. 

But, at the same time, Mr. Arjun Sengupta's Committee has told us that 78 per cent of Indians live 

on less than"Rs. 20 a day. So, 78 per cent of India is living on less than Rs. 20 a day, and they are 

the ones demanding foodgrains, not your billionaires. You billionaires have enough food to eat. 

The demand for foodgrains is coming from this 78 per cent people who have less than Rs. 20 a 

day, and who have no liquidity? Where is the greater liquidity with them? this is the cruel joke. 

What is happening as a resit of it? As a result of it, the opposite effect is happening. In order to 

reduce the liquidity, interest rates have gone up, which means the manufacturing sector has been 

adversely hit hard because the cost of capital has gone up. As a result of it, the sale of consumer 

durables has dropped drastrically, meaning thereby that the production in the manufacturing sector 

has declined, which results in greater unemployment and more people being added to starving or 

suffering India. 

Secondly, because of this whole philosophy of greater liquidity, you have not allowd to 
marshal, or, let us say the pegging down the appreciation of the Indian rupee. And, when the 
appreciation of the Indian rupee has not been pegged down, what is the result? I has grown thirteen 
per cent in the last one year. All export industries have suffered. Our friends from Tamil Nadu will 
tell you about Tirupur, which is in Coimbatore District—we were there for a week for the Party 
conference—where they have lost 60^00 jobs in the last one year 
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because of this rupee—appreciation and because your exports are not longer competitive in 

the international markets. So, this is the net result of the wrong diagnosis. Not only are we 

not containing prices but also we are pushing the economy into such a crisis that it will be 

very difficult for us to get out from. In addition, you are widening the hiatus between 'Shining 

India' and 'suffering India'. 

Sir, we have heard enough of the fact that increase in fuel prices has contributed to inflation. 

Yes, I have already accepted that. But there is another aspect to it. Through the direct taxes 

in Central duties, the Central Government has earned roughly around Rs. 90,000 crores. 

Hon. Finance Minister is here and it I am wrong, he can correct me while giving reply. In 

addition to this, the State Governments have earned Rs. 60,000 crores in terms of State 

taxes. So, putting together, the Governmental revenue comes to Rs. 150,000 crores. Now, 

why do we import oil, Sir? We import oil because we do not produce enough and because we 

do not produce enough oil without oil, our economy will starve, we cannot economically 

grow. So, oil is a essential commodity. When there is a famine in the country, when people 

are dying, we import foodgrains becuase we want our people to survive. We import oil 

because we want our economy to survive. When you import foodgrains to make you people 

survive, do you put taxes on the foodgrains? You are importing foodgrains because your 

people are starving. Similarly, you are importing oil because your economy is starving, and, 

here, you put taxes on it and turn that as revenue. This being an essential import, these taxes 

have to be reconsidered and the ad-valorem tax structure that is being imposed on the 

petroleum products should be converted into volume-level taxes and the burden of this tax-

revenue earning by the Government cannot be and should not be passed on to the people in 

terms of higher prices. Therefore, Sir, in order to reduce the burden of this tax structure on 

the people, we demand that the Government should reverse this tax pattern that we currently 

have. 

Further, as I said earlier, how do we combat this inflation? Only by strengthening 

procurement and strengthening Public Distribution System! Instead, what do we see here 

now? What has happened in the last one year? (Time-bell) I am concluding, Sir. 

Sir, in the last 2  years, the foodgrains that are supplied to the States for the Public 

Distribution System as been reduced by a wopping 140-lakh tonnes. This is the amount that 

as been cut. In some of the Left-Parties' rules States, for example, in west Bengal, as far as 

wheat is concerned, from 1.22 lakh tonne, it has been cut down to 0.62 lakh tonnes. In 

Kerala, 1.33 lakh tonnes of rice has been cut down to 0.28 lakh tonnes. This week, again, it 

has been cut down from 0.28 lakh tonnes to 0.21 lakh tonnes, which means another 5,000 

odd tonnes have been cut down. 

Now, instead of strengthening the public distribution system, you are weakening it, and, 

further playing into the machinations of your multinational corporations and big business 

houses, which I mentioned earlier. That is the method how they rake in super profits. So, 

what we are now demanding of this Government is to restore the supply of foodgrains to 

what it was earlier, with immediate effect. And, you have virtually, in the name of targeting 

the public distribution system for the BPL, dismantled it. So, we are saying to do away with 

this APL, BPL for the time being, strengthen the public distribution system, and distribute 

all your essential commodities through that. That is the only way we can actually tackle this 

thing. 
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Finally, Sir. on this entire question of hoarding and black marketing that has been raised here 

earlier and'we think stringent steps must be taken, I would like to point out—our hon. Member 

who initiated the discussion is not here—during the time of the NDA rule, there was an official 

order dated 15th February, 2002 which was followed up with an amendment dated 16th June, 

2003 for removal of licensing requirements, stock limits and movement restrictions on specified 

foodstuffs. According to this order, what did the NDA Government do Sir? The order says, "Any 

dealer can freely buy, stock sell, transport, distribute, dispose, acquire, use or consume any quantity 

of wheat, paddy/rice, coarse grain.?, sugar, edible oils, edible oilseeds, pulses, gur, wheat, 

hydrogenated vegetable oil or Vanaspati and shall not require any license or permit therefor. 

[THE VICE-CHAIRMAN (PROF. P.J. KURIEN) in the Chair] 

All the prices that we are talking of, you have given them the liberty. ...(Interruptions)... 

SHRI S.S. AHLUWALIA: For a moment only. That was surplus. ...(Interruptions)... 

SHRI SITARAM YECHURY: Sir ...(Interruptions)... No, Sir. This is for everthing. I am 

reading out your order. ...(Interruptions)... Mr. Vice-Chairman, I require your protection. 

...(Interruptions)... This is for no buffer stock. This is for nothing surplus. What they have done, I 

am reading out of that. What the NDA Government has done is to facilitate free trade of foodgrains. 

The Central order titled, 'Removal of Licence Requirement, Stock Limits and Movement 

Restrictions' of 2002. What does it say? "Any dealer can freely buy, stock sell, transport, 

distrbute, dispose, acquire, use or consume any quantity of wheat, paddy/rice 

...(Interruptions)... of wheat, paddy/rice ...(Interruptions)... 

SHRI S.S. AHLUWALIA: He should not give half interpretation. ...(Interruptions)... He 

should give the complete data. At that time, how much foodgrains was available in the stocks. 

...(Interruptions)... What is this? ...(Interruptions)... Kisan union came from Punjab and 

demanded that the farmers of Punjab ...(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Mr. Ahluwalia you can reply when your 

chance comes. ...(Interruptions)... There are many speakers from BJP, they can also react on 

this. ...(Interruptions)... 

SHRI SITARAM YECHURY: Sir, I repeat, I underline, what I am reading is the official order 

that they have passed and I am reading again that "Any dealer can freely buy, stock, sell 

transport, dispose ...(Interruptions)... 

SHRI S.S. AHLUWALIA: Yes, this is our order. We were in surplus. ...(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): You can reply when your turn come*. 

...(Interruptions)... Please, Mr. Ahluwalia ...(Interruptions)... Don't be impatient. 

...(Interruptions)... Please, Mr. Ahluwalia, I will give you a chance. ...(Interruptions)... 

SHRI SITARAM YECHURY: I am not yielding. ...(Interruptions)... I am not yielding. ... 

(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): He is not yielding Mr. Ahluwalia. Please take 

your seat. (Interruptions) No, no. (Interruptions) Dont argue. (Interruptions) Respect the Chair. 

(Interruptions) No, Ahluwaliaji, you are not permitted to speak. (Interruptions). You can reply 

when your chance comes. Why do you dispute now? 
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SHRI SITARAM YECHURY: Sir, what was this order for? It was for any quantity—Sir, please 

underline the word 'any of wheat, paddy, rice, coarse grains, sugar, edible oils, edible oilseeds, 

etc. (Interruptions) They had freed the entire movement of those commodities whose prices are 

rising today. They said, "No need of any licence, no need of any restrictions, you hoard as much as 

you want, you buy as much as you want, etc." That is the order that has been given. (Interruptions) 

Sir, that is the order which I read just now. Sir, let me proceed further. (Interruptions) 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Yes. �[�� -2, your time is over, 60 
�[�� �P� ���5 ( 
�� ��	���� "�J��� : ��, 	ह �ह�� .
��� ���� ह� ( ��, ���� �  60 �� ����
 हB �� ह���� 0�$�  ह� 
( ह� ��� �� $��� �� 0��
�� �
 6.
 �ह% .5 हB, �
��� 6� �.� �B ��o
 .� �  60 ����  
����� �
 ����5, 4	 �� 	ह ह���
  �
� �� ���� �
  ��5 �ह�� .ह�� ��*	� ह� (  The point is, Sir, 

it is the same thing that is continuing with the UPA Government. That is where, Sir, I want to 
make this point very clear that if the country's future has to be secured, you will not require an 
alternative like a ping-pong ball between here and there, but, you will require an alternative set 
of policies, and that alternative set of policies is what we require right now concretely. As far 
as this price rise is concerned, we think these four steps must be undertaken immediately by the 
Government. First, strengthen the Public Distribution System by universalising it, restore the cut in 
foodgrains allocations to the States under the Public Distribution System and include IS essential 
commodities including pulses, edible oil and sugar in the Public Distribution System. That is 
the first set of measures to be taken. Second, ban the futures and forward trade in 25 agricultural 
commodities, as proposed unanimously—I underline this word 'unanimously* — by the 
Parliamentary Standing Committee on Food, 'Consumer Affairs and Public Distribution, which 
includes all of us. Representatives of all the political parties have unanimously said that. That 
must be implemented. Third, the duty structure on the imported petroleum products must be 
restructured and rationalised, and the retail prices of petrol and diesel must be reduced. Fourth, 
take stringent action against hoarders of essential commodities. For this, if there is any 
amendment to the order that I read out just now, which exercised my hon. friend so much, that 
this Government wants to bring forward to strengthen the process of the Essential Commodities 
Act and empower the State Governments to deal with hoarding and black-marketing, we will 
support the Government on any changes that they would want to bring about. But, give more 
teeth to the State Governments and give more legislative teeth to the law so that we can 
check this price rise. 

Sir, finally, I think, this is an issue on which we cannot afford to lose any further time. I think a 
lot of time has been lost. A lot of hope was there is the people of the country, when this 
alternative secular Government came. A lot more hope was aroused when—all of us traditionally 
know in our strongholds that the main political battle is between us and them— we, in the interest of 
the country, supported the UPA Government. We agreed to a Common Minimum Programme 
which contains many of these aspects which I had enumerated earlier, of greater public investment in 
agriculture, etc. But, now, confronted with this price rise, we think that the people expect and we 
want and demand of this Government, immediate, strict action to be taken. Therefore, Sir, we will 
not be satisfied with anything less than the four points which I have raised here today. We think, 
it will be a gesture of great magnanimity and, in fact, a gesture of sincerity of their duty towards 
the livelihood of the Indian people that they immediately ban these essential commodities from 
the futures market, strenghen 
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the Public Distribution System and tighten all the legislative authority that is required for 

tackling hoarding and black-marketing. Sir, the future of this Government—not only of this 

Government, but also the future of India—depends on how this is going to be tackled. 

Therefore, I want the Government, and I request our Ministers here, to address, in right 

earnest, these issues and give us and the august House and, through the august House, the 

people of the country, the assurance that these demands will be accepted by this Government. 

And I hope that the Government will rise to the occasion. Thank you. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Thank you Mr. Yechury. Now, hon. 
Members, I see a big list of 18 hon. Members who want to speak and the decision is that this 
discussion should be concluded today. Only the reply, if it is necessary, will be the next day. 
Since there are 18 speakers, I make an earnest request that everybody will speak for 7 minutes, 
or, if it is so essential, one or two minutes more. After 7 minutes, I will ring the first bell. 

DR. V. MAITREYAN (Tamil Nadu): Sir, you should have more liberal attitude like what 

you had for the previous speaker. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): The list is with me. There is no party 

having more that 7 minutes. That is why I fixed 7 minutes. AIADMK is having 7 minutes 

and I will give you all the 7 minutes. Don't worry. Now, Dr. Bimal Jalan. 

DR. BIMAL JALAN (Nominated): Sir, thank you very much for giving me this opportunity. 

Earlier, I was not planning to speak, but when I heard a lot of debate, I thought, I perhaps, 

should intervene, and share some thoughts with you. I shall be brief and make just some few 

core points, critical points, which appear to me to be important to keep in mind. The first 

important issue is that this is a non-political issue. If you take a secret vote here, I think, all 

of us will agree that it is a serious problem, and the problem needs to be dealt with very 

urgently, irrespective of which side of the specturm you are on. I am non-political, I am non-

partisan. But I cannot imagine that anybody disagrees with the importance that this House 

has attached to this problem. This is the first point that I would like you to bear in mind, and 

I plead with the hon. Members not to politicise the issue because it is too important, it is toe 

immediate, and whatever action you take, is not going to please all. So, you have to take 

action, but it has to be something on which there is a political consensus, across party lines, 

if it helps to control inflation. 

The second point is, it is extremely important that we should not be panicky. If we are 
panicky, if we seem to be panicky, and if we seem not be be able to tackle the problem, then 
you would lose. Why? Because more important than the inflation numbers for the behaviour 
of all the agents of the economy, is inflationary expectations. If you take panicky action, and 
if it is believed that this particular, action is because you have lost the ground, because you 
have become panicky, then inflationary expectations would certainly be fuelled, and you 
will not be able to cope with the problem. We have countries with 1,000 per cent inflation 
like Zimbabwe, you have countries With 100 per cent inflation. Nobody wants it. But they 
keep on flittering from here to there. This is the third point which I would like you to bear in 
mind in respect of importance or inflationary expectations, Many of the policies that we 
have talked about have been there for quite some time. What has happened to make a difference 
today, vis-a-vis, what was the position two months ago or two-and-a-half months ago? Two-
arid-a-half months ago we had the rate of inflation of 4 per cent. Today, we have 7.5 per cent. 
The inflation has nearby doubled. Why has it happend? There was a global oil problem. 
There was 3 months ago. There was a food problem. Yes, maybe, we had miscalculated the 
food problem, and we should have imported earlier. But all these problems were already 



226   Short duration [RAJYA SABHA] Discussion 

there. So, my fourth point for your consideration is that we have to deliberate on what is the 

issue and how can we tackle it. Here, I would make a point about what Mr. Yechury said 

about the liquidity or the demand side. It is that you cannot neglect the demand side. If there 

is a demand-supply imbalance, then, something has happened to increase demand. He 

mentioned a few things, that is, forward trading, so much speculation, hoarding, consumers 

demand, and so on, the simple point is that it inflationary expectations are there prices 

would rise. You can take it for granted that they will rise even though 68 per cent of your 

people may be poor. Simply for all the reasons you said, why has the future demand increased 

in certain countries? Why is the demand for commodities increasing? Why are people buying 

more grain than they need when 70 per cent of the people cannot afford to buy the grain that 

they need? It is only because they expect the prices to rise. Why is it so? Here, I would like 

to emphasise on the importance of demand. And 'this demand', Mr. Yechury, is 'demand by 

those who can afford'. And if you have a reality boom, if you have a housing boom and if you 

have a stock-market bubble, where is the money going? When you start pricking this particular 

bubble, the money has to go somewhere. The liquidity remains the same. Therefore, let us 

not undermine the importance of demand; don't underestimate the importance of demand, 

Sir. And my suggestion about what you should do is this. If you agree to the prescription, 

there can be many differences of views. But let us sit together and decide; cutting across 

party lines, all of you can sit together and decide that as the problem is important, we have to 

do something; we have to change inflationary expectations. Then, the only way in which you 

can change inflationary expectations in the short run is to move from soft measures to hard 

measures. And from the demand side, I would say, it is not the interest rate that matters-you 

can try if you want-because interest rates can affect things only over a period of time. But 

you have to take action to reduce the sources of demand. Every time, we are sterilising the 

capital flows by issuer bonds. Sterilisation does not necessaily reduce the demand. Sterilisation 

replaces one piece of paper with another piece of paper, and that other piece of paper can 

raise the demand because you can always borrow against that. What I am saying is, you have 

to do something for short-term capital flows. That is the liquidity issue. Mr. Yechury, you 

have to do something about the total availability of money in our country, just now, for 

purposes of buying, speculative trading, How does speculative trading work? Somebody 

has to pay; somebody has to borrow; somebody has to give money. You will only do this if 

you expect to earn profits on that particular thing. So, you have to move from soft measures 

to hard measures. Some to things that my friend, Mr. Yechury, has suggested are worth 

considering. But that will not solve the problem. Those four measures, even if you take then, 

will not solve the problem unless you are able to reverse inflationary expectations, unless 

you are able to show that you have reduced total demand vis-a-vis total supply. It is an 

elementary truth that if you multiply total supply, by prices, it would give you a higher 

quantum of mony than was the case four or three months ago. It is that simple. You have to 

take an effective set of measures, and move from soft measures to hardmeasures. These 

measures must attack the demand side strongly, and they have to be effective in the short-

run. Interest rates are not effective in the short run; I will not go into the specifics of it 

because Finance Minister of India knows all that. But if he decides to do something on the 

demand side, if he decides to do something for increasing the supply ~ it is not that nothing 

is being done-then, I think, we can tackle the problem. But approach has to be a non-

political one. There has to be a consensus on that. It has to be non-panicky and it has to be 

straight, which people expect that yes, you are reversing inflationary expectations and that 

you will succeed, if they believe that you will succeed, then you will succeed; if they believe 

that you are going to fail, you will fail. Thank you very much, Sir. 
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THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Thank you Sharadji. There is constraint 

of time; otherwise, I would have liked to hear you more. Now, Shri D. Raja. 

DR. V. MAITREYAN: Sir.... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): That is the problem. I looked to the 

right. I should have looked to the left. 

DR. V. MAITREYAN: Thank you, Mr. Vice-Chairman, Sir. Today, the country has a 
Government but no governance. The UPA Government is ruling the country but it is not 
governing it. We saw glimpses of non-governance in the morning when during Question 
Hour a reply was given that there is no anti-migrants drive in spite of the fact that 336 cases 
were registered, more than 1,500 people were arrested and more than 5000 people had been 
taken into preventive custody. The Finance Minister spoke eloquently about inflation, growth, 
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GDP and other things. Now, he says that we have to definitely contain inflation even if it 

means sacrificing growth. I saw the Commerce Minister speaking on television yesterday. 

He was saying, "Where is inflation? There is no inflation". And I heard another Minister 

from Maharashtra, the 'flying Minister'—because he flies he does not feel the ground 

realities—saying that the food habits have changed and that is why there is inflation and 

price rise; people in the South have started eating more rotis and people in the North have 

started eating more rice and that is why this problem. Then, we have this lawyer Minister 

saying that he has no magic wand. Not only that, he went on to comment about the now 

friend-turned-foe, the Left parties, that they have not given any suggestions to the Government, 

that they are only criticising and not giving any suggestions to the Government. Sir, magic 

wand or no magic wand, Government has to do something and bring downs the prices. The 

common man wants prices to be brought down. We are not bothered about how you do it. 

Sir 6� �
 ह��  ���� ह�, .�-�� �
 4	� �
�� ? I feel definitely, the hundred rupee note in my 

pocket may not hold the same worth tomorrow as it holds today. Of course, jn terms of 

pure economics, tomorrow, for that hundred-rupee note, I may get two 50 rupee notes or a 

hundred one rupee coins. But I may not get the food grains in such a way that this remains 

the same hundred rupee even tomorrow. The UPA Government has lost its direction. It is 

pursuing unimaginative initiatives. It is pushing programmes with no vision. It is drifting 

and its counting its balance tenure. Of course, the Left Parties can definitely help get this 

UPA Government come out of this problem. But, despite their opposition to the Nuclear 

Deal, despite their opposition to the rising prices, somehow, for reasons best known to the 

Left Parties, they are not giving a helping hand to the UPA Government. The UPA 

Government has miserably failed to contain the skyrocketing prices of essential 

commodities. In fact, the prices of vegetables, fruits, pulses and edible oils have increased 

by more than 100 per cent in the last three to four years. The Government has definitely 

initiated, in the last one week, various measures to curb the demand, and push and augment 

the supply in the market, but that is not working. The prices are continuing to rise, whether it 

is essentia! commodities or steel or cement. What this Government, or, probably, in 

particular, the people in-charge of the economic affairs are doing is to go for short term 

solutions, populist solutions for problems which they meticulously cultivated and created 

over the last two to three years. The UPA Government's misplaced priorities in the 

economic management ever since it assumed office in 2004, have ruined the nation, and the 

comulative impact of these misplaced priorities is what the country is facing now. I 

understand that according to some sections in the Ruling Party, the inflation will come down 

on its own to five per cent by June. This non-interventionist policy, hoping that things will set 

themselves right, is highly sceptical path which the Government should not follow. That 

will endanger the food security of the downtrodden and the BPL families. I can only warn 

the Government that such a laidback approach in policy making will definitely not work. 

Secondly, the remedial measures adopted by the Government are not enough. I agree 

with my Left party colleagues, particularly Mr. D. Raja that the decision of the Government. 

...(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): He did not speak. 

DR. V. MAITREYAN: No, no; I endorse his view that the decision to ban the export of 

non-Basmati... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): This is outside agreement. 
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4.00 P.M. 

DR. V. MAITREYAN: The decision of the Government to ban the export of non-Basmati 

rice and cut the import duties on edible oils is too little, too late. It is unfortunate that the 

Government has allowed the situation to go out of hand. No one can deny; no one has any 

doubt that the overall policy thrust of the UPA Government has to be blamed for the present 

crisis. The economic policies of the UPA Government are supposed to be framed and 

implemented by the hon. Prime Minister; the hon. Union Finance Minister and the Deputy 

Chairman of the Planning Commission. All the three are supposed to be financial wizards. 

But, then, what happened? Where did the mistake occur? The Government should have 

anticipated the rise in prices, at least, three months earlier. I wonder why they could not 

foresee this situation and planned in such a way to meet the crisis. The principal reason for 

this crisis in the food market is the opening up of the food sector, in particular the retail 

sector to the global economy and the big business houses. Is the UPA Government blind to 

the fact that the corporate houses and multinationals are stocking huge quantities of food 

commodities and they are virtually creating a monopoly? 

Sir, the Central Government has systematically ruined the Public Distribution System. 
There is a total mismanagement of the PDS and this has led to the shortage of food 
commodities and rise in the prices of many essential commodities. What prompted this 
Government to cut the allocation of the rice to various States? The Targeted Public Distribution 
System was introduced in June, 1997. Most of the economists of the country are identical in 
their views that the TPDS was and is a complete disaster. The extent of increase in corruption 
because of the introduction of the TPDS has assumed enormous proportions with each passing 
year. The Government should immediately put in place corrective administrative measures 
to universalise PDS and improve the delivery system. The cuts imposed on the foodgrains 
allocations to various States should be restored immediately. The hoarders should be 
identified; their godowns raided, the articles confiscated and stringent punishment given. 
The Government also should immediately ban the future trading of 25 agricultural items. 
There is a news report that the five-member Committee appointed by the Finance Minister, 
headed by Prof. Abhijit Sen to examine the impact of future trading on the wholesale and 
retail prices of agricultural commodities has found a strong correlation between future trading 
and the prices. Allegedly, the Committee has stated that such trading introduces instability 
and further marginalisation of the small farmers. I also understand that one of the Members, 
Prof. Kabra has contested the claim that farmers can get protection against price movements 
through future markets, as they are considered instruments of price-risk management. The 
seed research operations in the country have fallen, and the multinational companies have 
taken control of this. So, the seed production in the country has also been affected, seriously. 
Is the Government really blind to the situation or is it seeming ignorance? The FICCI has 
suggested a three-pronged approach to curb inflation. My colleague, Sitaram, enumerated 
his four-pronged strategy. According to the FICCI, the three steps which they have suggested, 
meeting the domestic shortfall in primary products through imports and making them available 
at subsidised rates for domestic consumption; putting in place a concerted effort and a 
programme for agricultural reforms; focus on improving the farm productivity, improving 
the supply of agricultural products, removing the transport and other logistical constraints 
so that the food can be reached to various places; and, thirdly, lowering the interest rates in 
order to stimulate manufacturing sector. What will be the Government's response to this? 
We are waiting to see. 

To sum up, the Government has to, definitely, take immediate steps to broad-base the 

PDS system and the delivery of the foodgrains to it; ban future trading of essential commodities 
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in the market; evolve, formulate and implement long-term production plans to improve 

foodgrains production. Let us admit that the Government has failed miserably in handling 

the fiscal situation in the country. If immediate and drastic corrective steps are not put in 

place to control the spiralling prices, I am afraid, the Government will have to face the ire of 

the very aam admi, riding on whose shoulders this Government assumed power. 

Thank you. 

SHRI D. RAJA (Tamil Nadu): Thank you for the opportunity, Sir. The House is discussing 

a very important issue. The situation that prevails in the country is very grim, very alarming. 

The Government has to intervene in the situation to contain inflation, to control prices. In 

fact, the Left parties have been warning the Government. Despite giving very reasonable 

suggestions, the Left parties have been mobilising the people to come on streets, express 

their anger against the disastrous policies pursued by the Government which resulted in such 

a situation. It is not that the Left parties have not warned the Government. We have warned 

the Government about the impending catastrophe that we are witnessing today. 

The UPA Government, in fact, has been lacking a long-term strategy and it has failed to 

take short-term measures also. In fact, my great friend, Minister Kapil, is sitting here. 

Everybody referred to his statement, "UPA Government does not have a magic wand". We 

do not believe in the magic wand and you too are not going to get a magic wand. But, you 

have the power and you could have intervened in the situation. You failed to intervene in the 

situation. That is our point. 

As far as long-term strategy is concerned, since our Agriculture Minister is also sitting 

here, I must point out that the Government should have taken enough steps to increase the 

productivity in agriculture, to increase the production of foodgrains and pulses in our own 

country. Sir, even when you were speaking from the treasury benches, you referred to China 

also. As a country, we should draw certain lessons from the Chinese experience. China had 

a strategy. China went in for enhancement of productivity in small farms. China had a strategy 

for development of non-farming sector, particularly the township enterprises thereby China 

could draw more people from farming sector to non-farming sector. I think, the Government 

here did not have such a long-term strategy. 

Coming to short-term measures, the Government could have strengthened the Public 
Distribution System which is a neglected one now. Here, we have been telling the Government, 
categorisation of the APL and BPL people is a big source of confusion and corruption also. 
This Public Distribution System needs to be universalised. And thereby the Government 
could have ensured the supply of essential commodities, particularly the food items, at very 
reasonable and subsidised prices to the common people. Now the prices of all essnetial 
commodities have gone up manifold. The prices of rice, wheat, edible oil, pulses, lifesaving 
drugs, steel, cement, everything have gone up mainfold and the Government pleads before 
the market forces. It is very sad to see that the UPA Government pleads before the market 
forces for its own failure, for its lack of long-term strategy and short-term measures. In fact, 
our Prime Minister himself is an economist, our Finance Minister is considered to be a 
person who has expertise in economic matters and the Deputy Chairperson of the Planning 
Commission is also an economist. But in spite of having all these economists, the Government 
has failed to control prices. This is where the Left parties are critical of this Government. We 
have been supporting this Government not only to prevent the communal forces to take 
advantage but we also have been supporting the Government to take certain pro-people 
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measures and particularly on the basis of the National Common Minimum Programme Since 

the Agriculture Minister is present here, I would like to pose a concrete issue. The National 

Common Minimum Programme speaks about doubling the public investment in agriculture 

but if you study the Budget figures, I do not think there is any substantial increase in the 

allocation for agriculture and the status quo remains. If the status quo continues, then where 

is the scope for a change and where is the scope for increasing the productivity in agriculture 

and increasing the production of our own pulses. Some newspapers have reported—I do not 

know,—if that is wrong I am happy—that you are going for biofuel. If you are going for 

biofuel it is a kind of diversion of land. Not only that, it is a method of land grabbing also. 

The experience of several other countries proved to be disastrous. The Government of India 

should not contemplate on such lines. That is one thing. The other thing is the short-term 

measures. I was talking about the Public Distribution System. Sir, when you were speaking 

from the other side, you mentioned that the State Governments have the responsibility. Yes, 

I agree that the State Governments have the responsibility but you cannot pass on the blame 

to the State Governments, It is not enough to blame it on the State Governments. The Centre 

has cut down the supply and quantum of foodgrains to States like Kerala and West Bengal 

and it is given to some other States. How can it be justified? So, the Public Distribution 

System needs to be strengthened at this point of time. It needs to be streamlined and the 

Government will have to ensure the supply of essential commodities at the affordable prices 

irrespective of the APL and BPL divisions. Then everybody has referred to the banning of 

forward trade. The forward trade has become a major source of speculation and increase in 

prices. The Government will have to actively consider banning forward trade or future trade 

or online trade particularly in the essential commodities. I would also like to request the 

Government for banning forward trade in iron and steel also. The Government has taken 

certain steps of late. That is why I. said it is too late and too little. The Government could 

have done a lot more if the Governmeni had assessed the situation properly. Here we also 

suggest that the Government should go for very stern measures against hoarding and black-

marketing. Here I think there is a need to strengthen the Essential Commodities Act. There, 

there is a contention between the BJP-led-NDA and us also because we think when BJP-led 

NDA Government was there, they weakened the Essential Commodities Act by issuing a 

circular, thereby encouraging private traders. Now, how can the Government nullify those 

instructions given through such a Central circular? UPA Government should take very concrete 

steps to strengthen the Essential Commodities Act and Government will have to go in for 

procurement of food grains directly from farmers, paying them the remunerative price and 

giving them minimum support price for paddy and wheat. Then, there is one issue which 

everybody mentioned. How can the Government give support price even for paddy? 

Agricultural Price Commission fixes one price and Government given Rs. 50 more than 

what the Price Commission has done and this is in no way justifying the position and 

agriculture should become remunerative in the given situation. On the last day of the last 

Session of Parliament, the agricultural policy was presented and there was no proper 

discussion. I do not know how agricultural policy can be put into practice, translated into 

relity because India needs a comprehensive agricultural policy, whereby agriculture should 

be made remunerative and profitable and farmers must have proper income. It is no use 

talking about yields only. What about the income of farming communities? Now the people 

are migrating from villages. Villages look as deserted villages. Everyone knows it. People 

are getting pauperised. The farming community is getting pauperised. The agricultural workers 

are getting pauperised. The vulnerable sections, people of Scheduled Castes and Scheduled 

Tribes, who are disadvantaged are getting pauperised. I don't go by the same statistics of 
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Rs. 20 per day or 78 per cent of our population are living below the poverty line. The point 

here is, vast majority of our people are semi-starved, starved. Whether one accepts it or not, 

that is the reality. That is the level of income of our people. How are we going to charge this 

situation? Now, with all this price rise, inflation, the common people are finding it difficult 

to survive. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Please conclude. 

SHRI D. RAJA: I am concluding. It is a question of saving our people. It is a question of 

paving a road for building a new India. There, we will have to protect the interests of our 

people. We are passing through a ciritical period in which we have food crises. There may 

not be a food riot here. That is not taking place right now. I can't guarantee that tomorrow 

there may not be a food riot here in India. I can happen as it happens in other countries. Are 

we going to face such a situation? That is why the time has come now. UPA Government will 

have to make a strong introspection. There is a need to amend the policies. It is all the result 

of your neo-liberal economic policies. Whether you agree now after four years being in 

Government or not, it is a fact. It is the result of the neo-liberal economic policies which 

have brought the country to this stage where you have no food security. You have a food 

crisis and people are finding it hard to live in this country. That is why the Left Parties 

demand that you will have to go in for post correction of your policies. If you continue the 

same policies, you cannot change the situation and you will have to face the people. We have 

been supporting the Government. Don't try to question the position of the Left. Yes, Left has 

been supporting the Government, not for anything else. We are supporting the Government. 

This Government will perform on the basis of the Common Minimum Programme and try to 

pursue certain policies which are in the interest of the people. If you continue with the same 

neo-liberal economic policies, our position will become untenable. That is the point that the 

UPA Government should understand. The support of the Left cannot be taken for gra.ted. 

The position of the Left and the support of the Left cannot be taken for granted. As a party, 

as a responsible force in the country, we urge upon the UPA Government to go in for course 

correction in your policies. You take immediate, urgent and short-term measures which have 

been listed by my previous speakers also. You strengthen the Public Distribution System, 

ban the forward trade, strengthen the Essential Commodities Act and go in for de-hoarding 

measures. Unless you take such short-tern measures, the situation cannot be changed. If you 

fail to address our concerns, then, we have to take our future course of action. Thank you. 

SHRI ARJUN KUMAR SENGUPTA (West Bengal): Thank you. Mr. Vice-Chairman, 

Sir. 

I rise only to make a few points. 

First, the inflation problem today is too serious a problem to get into political bickering. 
We have to solve the problem. We don't have to talk about what the Government should have 
done earlier. Quite a few mistakes have been made and this or that should not have been 
done. AH these questions are not so important now. They can be taken care of later. But, 
today, the problem is that something has to be done for the very simple reason—the hon. 
Finance Minister is not here—that the most difficult problem of inflation is that if this inflation 
is continued for some time at a high rate, it creates an inflationary expectation. It means, 
inflation will generate further inflation in which situation people lose confidence in their 
purchasing power or on the currency and they move away from rupee, domestic investors go 
aborad, foreign investors go back and then we are going to face an unprecedented crisis. 
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I want to put this point very clearly, because all of us are going on bickering about all sorts 
of things. But, a crisis situation, as it happened in East Asia or in Argentina or in some of the 
Lain American countries during this kind of inflationary situation, has arisen. If it happens to 
India, it would be absolutely disastrous, because, if I may also refer to a particular figure that 
we are talking about that 836 million people live below Rs. 20 per day and if they get up and 
rise, this country is going to completely disintegrate. I am making this point about the cirsis 
situation, as both the hon. Finance Minister and the hon. Minister of Food and Agriculture, 
who is sitting here, have to take the responsibility of doing something to prevent that. What 
the hon. Finance Minister should do is what Mr. Bima! Jalan has pointed out. There has to be 
a demand management. Whatever you do, if the demand is squeezed, it will have an effect 
on the general prices. It is not a question of relative prices but of general prices so the demand 
has to be cut. But, the demand cutting means, it will affect your rate of growth. If your rate of 
growth falls, it would generate the expectation it would fall further in the future then, again, the 
crisis situation that I am talking about will precipitate. So, the whole problem of monetary 
management is to fine tune this demand management. It is difficult problem. But, we know 
how to do it. I expect the hon. Finance Minister to come forward with appropriate measures. I 
must say that the Governor of RBI is particularly praiseworthy for his efforts, because he is 
trying his best to do this kind of demand management. But the problem with that kind of 
demand management through interest rate is, the rupee will appreciate at a particular point of 
time with more foreign exchange coming. You have to be ready to face this kind of a sitaution. 
If you want to intervene then you again raise liquidity. So, in that situation, rupee will appreciate. 
It will affect the exports. As a result, as Mr. Sitaram Yechury has said, many exporters would 
actually suffer. This is a particular problem we have to face. 

The second problem, Mr. Vice-Chairman, Sir, I must mention is, whatever little measures— 
little price change, little import duty change, little export ban, etc.—we tried to do will not 
work. This will not work because of the nature of this inflation, basically our prices are 
being determined and governed by international prices. This is the effect of globalisation. 
We cannot get away from globalisation. It is a fact. Particularly, when the world prices are 
higher than the domestic prices, there will be speculation, there will be hoarding, and there 
will be expectations that the prices will go up further. In this kind of a situation, it will not be 
possible to have much effect of this kind of tinkering. But, there is at least one effect of this 
tinkering. That effect is on inflationary expectation. As Mr. Jalan pointed out, in this situation 
there will be inflationary expectation, that is, you expect more inflation to come. That is a 
psychological case for which we must take immediate action. Therefore, I would suggest— 
our Agriculture Minister is here—that some steps should be taken immediately. It is not a 
question of State Governments or the Central Government. I beg to differ from you Mr. 
Vice Chairman when you made this point. The primary responsibility is on the Central 
Government. The State Governments will act accordingly. But the Central Government must 
take immediate action. One of the first actions is, to have an ordinance banning for six 
months all forward trading. I do not say, forward trade banning will have immediately much 
of an effect on actual prices. But, it will have an effect on inflationary expectation. 

The second point is very important. You can have an ordinance—even the Central 
Government can have it—against all kinds of hoarding and all kinds of stocking of specific 
limits of different essential products for a period of time. I do not agree that this will have a 
major effect. In fact, if we are growing, in terms of GDP we should get away from this kind 
of control. But, at a particular point of crisis, this message must go that the Government is 
now determined that no stocking and no hoarding will be done. This can be done only by a 
Central Government ordinance. 
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The third point is expansion of the Public Distribution System. This is the Agricultural and 

Food Minister's area. It is not only that the Public Distribution System should not be restrained. 

Examples were given by Shri Sitaram Yechury. It is a fact. In fact, again and again, these points 

have been made that APL releases have been cut down and the total amount has been cut. We 

cannot do that at this time. We have to have a substantial increase of releases to the poor people. 

Therefore, the PDS system must expand. But, in order to expand the Public Distribution System, 

we cannot use all the existing stocks, there are limits. I am not quite sure, but, once the Rabi crop 

of the Boro crop comes, there may be further procurement. But if there are no stocks available, 

we have to import. 

Now, I must mention one thing. The Finance Minister comes and says, again and again, that 

where we can import from; there is nothing available. This is, unfortunately, not economics. 

Any tradable item is available in the world at a price. When you say that it is not available, it means 

that it is not available at a cheap price. You have to pay a high price. And, that, I am afraid, is the 

price this Government will have to pay for making mistakes or blundering on its imports earlier. In 

2006, when our buffer stocks were coming down, there was a big difference between the norms in 

the buffer stock and the actual buffer stock. We should have gone in for imports. We did go in for 

imports for a limited amount. At that time, the cost was only $ 170. It went up to $ 214 in the 

middle of the year. Then, we started importing. When we finally imported, it is now much more 

than S 300.1 am not saying that imports should not have been done. Mistakes were made. There 

are some points on which we can, probably, give some explanations, like, why the contracts were 

turned down etc. But whatever the causes, this particular increase in cost is the result of the 

Government policy. And you cannot issue foodgrains at that import cost. You have to subside 

that. And that subsidy has to be borne by the Government. What I am trying to say, Sir, is that this 

is the cost that the Government will have to pay for taking a belated position and for taking a 

position which they should have taken 2-3 years back when already the buffer stock figures gave 

us a signal that there is going to be a major problem. You have to do that. We should have a 

substantial expansion of PDS. I agree with Shri Sitaram Yechury that this PDS system should now 

move to other essential commodities which may not be subsidised. You ask NAFED to import 

vegetables. State Governments should now get into the procurement of goods and selling in the 

domestic market when they are not available in the domestic market. This would be expensive and 

that is the cost that the Government will have to pay. So, Sir, to sum up, this is the signal that should 

be given. He talked about four or five policies but other polices would have no effect, if I may say 

so, except the PDS point. Universalise the Public Distribution System. This is the most important 

thing. Then, bring in those three ordinances to curb inflationary expectations. I think this is the short-

term measure that the Government must take in order to get out of the present crisis. Thank 

you. 
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SHRI C. RAMACHANDRAIAH (Andhra Pradesh): Sir, the situation of rising prices is 
quite alarming. But I don't think that it has been developed overnight. It was not developed 
overnight. Umpteen number of times this issue has been discussed in this august House 
cautioning the Government not to close eyes to the global economy. And, this nation has been 
totally misled by the Finance Minister of this country that the US-driven recession has the global 
impact, but will not have any impact on the economy of this country. But it has been proved 
differently. Subsequently, the Finance Minister has admitted it. Sir, the Government has totally 
closed its eyes to the stagnation in agricultural production, United States' impact on financial 
market and the US-driven recession at the global level. Virtually, the global shortage of foodgrains 
trend was not taken note of by the Government. A number of papers have been writing that the 
United States has changed its cropping pattern and 25 per cent of its maize production has been 
converted into bio-fuel and to that extent the production of wheat has gone down in the United 
States, and there was a shortage of production in rice-producing countries like Vietnam and 
Thailand. They have also imposed ban on exports, which has culminated into the total shortage at 
the global level. Unfortunately, the production in the country is not as per the pace of the growth 
of population and at the expected level. So, keeping in view all those things, the Government 
should have anticipated that there is going to be inflation. The Government cannot shirk its 
responsibility and it cannot search for scapegoat also and throw the blame on the State 
Governments. It has become a fashion, being a federal country, that the Central Government is 
blaming the States and the States are blaming the Centre. Ultimately, the victims are the people of 
the country. The role of the federal Government is quite clear. Till today, the Prime Minister of 
this country does not have time to interact with the Chief Ministers of the States to control this 
malady or situation. 

SHRI SHANTARAM LAXMAN NAIK (Goa): Why are you saying that the Prime Minister does 

not have time? ...(Interruptions)... 

SHRI C. RAMACHANDRAIAH: Why has he not called them? ...(Interruptions)... We 

cannot refer to the Prime Minister even when the public is facing a lot of difficulties at the 

ground level...... (Interruptions)... How long can it continue? Even a farmer could have 

controlled this economy on a more perfect line than the Prime Minister of this country, being a 
renowned economist. ...(Interruptions)... Why do you bother? Every time, he claims 
innocence of all the events. ...(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Ramachandraiahji, please address the Chair. 
...(Interruptions)... 

SHRI C. RAMACHANDRAIAH: I don't know why he is reacting. If you are loyal to him, 
show the loyalty to him, not to others. ...(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Mr. Ramachandraiah, please, address the 
Chair. 

SHRI C. RAMACHANDRAIAH: Now, the Government acted belatedly after things went out of 
control. The small measures, which have been initiated by the Government to impose ban on 
exports, or impose more customs duty, will not be sufficient. I do not say that they are not needed. 
They are needed. But, I do not think they are sufficient. The inflation has been 
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caused not by demand push. If the Government is contemplating to initiate monetary measures by 

increasing CRR to suck the liquidity, it is thoroughly mistaken. It is a grave mistake it is going 

to commit. It will affect the growth rate. It will affect the interest rates. Virtually, it will squeeze 

the growth of industry. So that is not the solution. Solution lies with 'make available 

commodities which are in shortage to the ordinary man'. You import, whether it is cereals or 

edible oils, even if they are expensive. You say that global inflation is there which you cannot 

control. It is true. But, we cannot say that to the people. It is the duty of any civilised 

Government to make available all the foodgrains and edible oils at affordable prices to the 

common man in the country, and I think, this is a civilised Government. It is true that at global 

level, picture is very alarming. Yesterday, the World Bank President has made a statement. He 

has stated that majority of the population of developing countries will suffer from hunger and 

malnutrition due to lack of affordable foodstuffs. He further said that it might lead to 

international economic crisis unless we contain prices. Unless inflation is contained, it may 

lead to social unrest which may culminate into wars. He has gone to the extent of saying that 

this may lead to wars. Sir, the Government of India is aware that Australia, which is one of the 

principal producers of wheat, has suffered drought continuously for two years. The U.S. has 

converted maize into bio fuels. We should have anticipated it as there are prudent economists in 

this country. Everybody has mentioned about three eminent persons who have been monitoring the 

economy of this country-Dr. Manmohan Singh, Mr. Ahluwalia and Mr. Chidambaram. In spite of 

that, what is happening is that people are facing misery at the ground level. At this stage, I think I 

am not crossing my limits if I pay tributes to the NDA Government that inflation never exceeded 

5 per cent during those 4-5 years and how do you justify it? This wholesale price index is not a 

true indicator of the prices prevailing at ground level. Consumer price index is different. Even 

today, the Government of India could not build up an effective tool of assess inflation in the 

country over a period of time. Sir, I was to restrain myself from blaming the Government, but I 

am constrained. It is the total mismanagement of the economy of this country. What have they 

done within a span of four years? You are in power. What exactly have you done to increase 

the productivity of the farming community? How many lakhs of acres have been brought under 

ayacut? Why has the capital formation in agriculture not gone up? And, you have been enjoying 

the buoyancy of the revenues. You have been enjoying the growth rate of 9.6 per cent. There are 

more than expected revenues to the exchequer of the country. Then, why are you not able to 

create , capital assets which have a long effect on the economy of this country? That was the 

reason for foodgrains production not going up to the expected level, up to the requirements of 

the population, up to the nutrition requirements. Today, Sir, it has become a fashion for us.to talk 

about agrarian distress every time. But, not even a single measure or constructive step has 

been taken to ameliorate the condition of farming community. We are not making the farmers live 

with comfort and dignity in the country. There is no incentive for them to continue to be 

farmers. They produce food for us and they are being penalised. Sir, there was the Oilseeds 

Mission in 1980, and later on, the Pulses Mission was also there. Sir, they decided to increase the 

productivity of oil seeds and the pulses. Subsequently, these two schemes have been shelved 

because of the thinking that we are accumulating more foreign exchange reserves, we can 

import. But, at what cost, Sir? Till today, we are more concentrating on the pulses, still, we 

continue to depend on Myanmar and other countries for importing pulses. Why has the 

Government not initiated measures to improve the production of pulses in this country? 

Sir, at the time of closing of the first half of this present Session, we were rather depressed 

with the loan-waiver that has been announced. They are very happy as if the entire farming 
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community is with them, and, if the nation is going to polls, we are going to lose the elections. 

Now, let them announce the elections and face the people. Do you know the pulse of the 

public today? Whatever the scene you have created, whatever the hype you have created with 

the announcement of the Sixth Pay Commission and the loan-waiver of Rs. 60,000 crore, the 

negative fallout of the incease in prices has nullified it all. (Time-bell) 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Please conclude.  - 

SHRI C. RAMACHANDRAIAH: Sir, I have some suggestions to make. Sir, some short 

term measures have to be taken. They will never take long-term measures. Sir, there is no 

alternative because this inflation has been caused by the shortages. So, the Government has to 

address this problem and try to import. I heard one of my colleagues saying that there was no 

non-availability. Availability is there but at an increased cost. You pay more because the 

Finance Minister has said that there is more headway of revenue deficit, he can borrow and he 

can increase the revenue deficit. On the floor of the House, he said so. So, even though it is 

expensive, import, and, distribute it through the Public Distribution System, not through the 

private operators. If you import through private operators, they enjoy customs relief and they 

will hoard it. So, only if you distribute it through Public Distribution System, the common man will 

get the benefit. This is one measure that I wanted to suggest. 

THE VICE-CHAIRMAN (PROF. P.J.KURIEN): Please conclude. 

SHRI C. RAMACHANDRAIAH: You have to take a decision immediately. Yesterday, 

there was a meeting. There was no cohesion among the Cabinet. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Please give your suggestion and 

conclude. 

SHRI C. RAMACHANDRAIAH: Sir, there is no cohesion with the same party. The 

Finance Minister is differing with the Commerce Minister on the levies. Don't try to hesitate. 

Create harmony among your own Cabinet colleagues, come to a conclusion, and, formulate and 

announce schemes that are needed for the people. 

So, as we cannot discuss now the long-term measures, my request to the Government is to 

immediately strengthen the Public Distribution System and make essentia! commodities 

available to the common man, through the effective Public Distribution System. Thank you. 
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SHRI TIRUCHI SIVA (Tamil Nadu): Sir, rising prices of essential commodities have 
invited concerns for the Government, and an emergency meeting of the Cabinet Committee on 
Prices, convened on March 31, has come out with some measures to dampen the prices. The 
hon. Finance Minister has also told very clearly, while replying to almost all the queries taised 
here by the Members belonging to the political parties, that the Government is determined to 
take all steps, fiscal and monetary, and also on the supply side, to moderate inflation, and if 
that means that we have to live with a slightly lesser growth, so be it. So, the hon. Finance 
Minister has made it very clear. Sir, before proposing a response to this situation, the Government 
has got some responsibility to analyse the situation. And this Parliament, with all its 
responsibility, is discussing it, at length, to arrive at a consensus. The inflation rose sharply 
even last year, but that was tackled by increasing the interest rates. That situation was entirely 
different from the situation which we are facing today. 'Reducing inflation by reducing growth' 
further cannot be the strategy has been established by our Finance Minister. Sir, we must take 
into account the just attributed factor, here, that inflation is a global phenomenon. But this 
realisation itself is not the solution. But we should have to think even further. It has come as a 
surprise that even after the Budget, this Government has not levied any further duty or tax on 
essential commodities, but, still, there is a further rise in their prices. When we go into the 
reasons, it is clear that there are two main reasons, which many Members have also observed 
over here. One is hoarding. Another is the responsibility of the State Governments. The Union 
Government, on its part, has taken some measures and the results are awaited. On my part-I 
belong to a regional party, the DMK, but a very responsible party, which is ruling the State of 
Tamil Nadu under the Chief Ministership of our leader, 
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Dr, Kalaignar—I am proud to say that the motto of our Government is "prevention is better 

than cure". Many Members, especially, the left Members, here suggested some remedial 

measures to control the rise in prices and inflation; and the foremost suggestion was 

universalisation of the PDS system, i am proud to say here that Tamil Nadu is the only State 

in India which has implemented universalisation of the PDS. Prior to the Union Government's 

waiver of farmers' loans in this year's Budget, the Tamil Nadu Government had, in 2006, 

waived the farmers' loans to the tune of Rs. 7,000 crores. Recently, when the State was flood 

stricken, a waiver to the tune of Rs. 177 crores was given to the farmers and a compensation 

of Rs. 7,500 per hectare was given to the farmers before any other help came. As a result of 

the steps we have taken, the situation is not alarming in our State. For example, during the 

poll we gave a promise that rice would be distributed through the PDS at Rs. 2 per kilogram 

and we are still maintaining it. This is the first of its kind in the whole country. In stead of 

appreciating it, when criticism was levelled against the Government about it implementation 

that rice alone was not sufficient, we started giving taur daal, black daal, Sooji, maida and 

edible oils at nominal prices through the PDS. So our Government is a forerunner in this 

country and we are already implementing many of the suggestions which were made here. 

When the cement prices soared high, the Government pressurised the cement industry and 

told them that either they should bring down the prices or all the cement industry would be 

nationalised. So, the industrialists came, they sat down and agreed to bring down the prices; 

and now cement is being supplied to the consumers at Rs. 200 in our State. We also give free 

power to the farmers and the weavers. These things are temporary. Though inflation is global 

and it has affected many countries and India is also a country which comes under the same 

category—we are confident of coming out of it because of the measures that we are taking. 

I would like to get a clarification from the hon. Finance Minister. The appreciation of the 

rupee, some people say, will reduce the cost of imported goods, or import parity priced 

goods. That is the prices of the goods which are determined by the world prices, and that will 

help us to get goods, which are imported, at a lesser cost. At the same time, there is also a 

different view. 1 would like to have a clarification from the Finance Minister on the stand of 

the Government and which would be better for the future. 

The buffer stock system should be maintained well. In China, the situation is well 

maintained because their stock now is 315 million tonnes. Comparitively to that, in India, it 

is only 120 million tonnes. The supply from the Union Government, it is believed, to the 

State Governments for the BPL people is maintained without any cut and whatever is their 

off-taking, it is being maintained by the Union Government. In these circumstances, this is 

not a situation to be faced by one political party or one Government. It is a national issue. It 

is grave concern which every Member has expressed here. I am very hopeful that the measures 

taken by this Government would settle this issue in a very short time and we are optimistic 

that India.will come out of this crisis also, and our State Tamil Nadu, which is taking more 

care, especially, of the poorest of the poor, stands as a model to other States in the country. 

Thank you. 

DR. BARUN MUKHERJEE (West Bengal): Sir, it is now widely accepted that price rise 
is one of the gravest problems that the country is facing. But I wonder as to how far the 
Government is aware of the gravity of the problem While presenting the Budget, the hon. 
Finance Minister expressed his hope that very soon the Budget will have its effect and it will 
not only contain prices but also control inflation. But, unfortunately, after one md a half 
months of the presentation of his Budget, the situation has completely changed the other 
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way and the inflation is almost going to be doubled. It appears that the policy adopted by the 

hon. Finance Minister, till now, has not proved to be very effective, so far as price rise is 

concerned. It is a matter which affects the people directly. People are not so much concerned 

about how many bridges or flyovers have been constructed; but they want two square meals a 

day. Many of the people go without food in the night. We are facing a very grave situation. We 

heard Pt. Jawaharlal Nehru long time back, when he publicly announced that he would hang 

black-marketers and profiteers in public. But nothing had happened at that time. In the present 

regime, we don't find any such announcement from the Government side. Definitely, the black-

marketers and hoarders are playing a very big role in the spiralling prices of essential 

commodities. The Government has not taken any effective measures to control the situation. , 

It is absolutely necessary to taken stern measures against the hoarders and black-marketers. 

They are also responsible for the rise in prices. This constant rise in prices is taking place 

because of them. Another very important factor which is also responsible for the rise in prices 

is the dismal performance at the agriculture front. The Government has pushed the country to 

such a stage that we are now depending on import of foodgrains and foodgrains are being 

imported at very high prices. The agriculture growth has declined and it has gone below 2 per 

cent. It is very, very serious. Definitely, failure of agriculture is also one of the reasons for the 

rise in prices of essential commodities. As many of the earlier speakers have suggested, it is 

high time the Government took effective measures to strengthen the PDS and more and more 

essential commodities were supplied through PDS. If you claim that you are for the aam admi, 

then it is essential for the Government to give subsidised food to the common people, to the 

hungry millions. It is unfortunate that no stern action is being taken against the people who are 

responsible for the rise in prices of essential commodities. For instance, it has already been 

discussed that forward trading is also having a major effect on the prices. 

So, in spite of repeated demands by the Left parties and other parties for banning of 

forward trading, still the Government does not come out with an outright banning of forward 

trading. The outcome of this kind of capitalist economy is that on the one hand, the Sensex 

goes up and there is a steady flow of foreign capital, that is, FII, and the Government is very 

happy to declare that there is a high rate of growth of GDP, but, unfortunately, it has a very 

little effect on the fate of the common people, the poor people. So whatever be the high GDP 

growth rate,—the Government also claims that very soon they can reach a double-digit 

figure—unfortunately, it is absolutely not having any effect on the poor people, the common 

people, of the country. So, unless, the total attitude towards the whole problem is not changes, it is 

apprehended that this price situation will go beyond the control of the Government, and that 

will be a disastrous situation. So, we hope that all the measures that have been suggested ' 

here—this had been widely discussed even earlier in the House—would be taken in all 

seriousness. So, controlling the price rise must be the priority item of the Government if they 

are to move along with the aam aadmi. I again hope that the Government will come forward to 

take effective measures against the hoarders, ban future trading and go in for expansion of the 

PDS. If these things are not done, then, the problem of price rise will go beyond the control of 

the Government. 
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Transfer of assets from poor class to rich class. And this is a confirmed study.� . �  "�
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THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Thank you, Mr. Javadekar. I was not 

stopping you because you were making a maiden speech. You made a very good speech. 

Thank you. Now, Mr. Shantaram Laxman Naik. 
SHRI SHANTARAM LAXMAN NAIK: Mr. Vice-Chairman, Sir, we are all concerned 
about the price rise and there is no denial about that. I remember a line from a Hindi film 
which I saw many years back, it said, ह�	 �ह
.�!, �ह
.�!, ��M
 4	/ �1� � 6! ( ह�	 �ह
.�!, �ह
.�!, 
��M
 4	/ �1� � 6! (  I Everybody wishes that mahengai dies. But it does not die; it is reborn in 

some form or the other. We are all concerned. But I am wondering how a Rightist party is 
concerned about mehengai. You are branded as a Rightist party right from the Freedom 
Struggle days. Your earlier predecessor Jan Sangh was known as a capitalist party. You are 
no way concerned with price rise; you are no way concerned with poor. You represent an 
elite class. You represent big traders not small because small traders have got their own 
problems. You represent the big traders who are hoarding grains, who are hoarding food 
articles. Flease use your good offices with them, ask them to open the godowns and the 
prices will fall. This is our humble request to you. They are your strong supporters. In the 
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price rise, you have got a vested interest. 5� �  60 �ह�.
 �� ��
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���� ������� �
  ��5 �ह% �Q�� (  The Congress Party was born to face poverty, to face 

hunger, to face disease, and all other parties were born out of some political necessity to fight 
elections. The Congress Party is the only party, which was born because of these social 

issues. 60 �ह�� ह� �� ह���
 ��5 A+� ह� ( ह� �ह ��.
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 �
  
��5 60�� ����� ह �� T��ह5 ( ��� wait �� ����5( The second thing I would like to point 

out here is that by raising price rise issue in this manner, one thing the BJP has indicated is 
that they are not going to come to power in the near future because any sensible party knows 
how prices rise. If they know that they are going to come to power, their approach will be a big 
different because they know they may also have to face this situation. From the manner they 
are raising, it appears that they have ruled out totally that they are going to come to power. 

Secondly, Sir, Price rise, inflation, basically ����� �
� ह�( This dein we got from them. In 

2004, it was 7 per cent and a bit earlier it was a little lower. But in 2004, as you have pointed 
out, Sir, it was 7 per cent which we got in inheritance. Our addition is only 0.4 per cent. 
So, you take blame for the entire 7 per cent. Even during our regime, we maintained for 
three continuous years price level at 4.5 per cent. This is a commendable thing, which you 
never appreciated. If you had guts to say so today you could have also appreciated that 
aspect. Secondly, you also cannot deny I do not know whether you have said it worldwide 
prices have increased. There are 36 countries where the situation is very bad and even 
according to a UNO report they even sought external financial assistance and the FAO has-
given certain reasons for it. FAO gives three reasons, lower level of stocks in wheat, rice, 
maize following two years of below average harvest in Europe and Australia in 2006-07; 
two, an unusual hike in the mineral oil prices, hovering around $110 per barrel resulting in 
higher transport cost and increasing significantly demand for foodgrains based on biofuel... 
Third, increased demand in key emerging market like China and India as a result of 
changing consumption and increased disposable income. These are the reasons given. The 
rise in prices of many of the food articles in the domestic market has been much lower 
compared to international prices. It should also be borne in mind that India is dependent on 
imports of edible oils and pulses, It imports around 40 per cent of its edible oil requirements. It 
also imports about 15 per cent of its pulses requirements, though it is the largest producer of 
pulses in the entire world. The prices of edible oil have increased very substantially in the 
international sphere. India imports primarily palm oil. The increase in prices of these two 
oils in the international market is in excess of 75 per cent. However, by timely intervention 
by way of duty reduction, the price rise of soya bean in India was restricted to about 16.5 per 
cent and that of RBD Palmoline at 17.7 per cent. This proves that the UPA Government has 
been able to manage prices on the front of edible oil very successfully. Similar is the case 
with wheat and rice. The price of wheat in the international market has risen from 60 per 
cent to 115 per cent. However, the corresponding increase in India has been only 7.21 per 
cent. Similarly, for rice, the international increase has been 131.39 per cent whereas the 
domestic increase has been 17.65 per cent. For maize, its price increased by about 16 per 
cent internationally whereas its price in India has actually declined by about 0.3 per cent 
over the last year. The UPA Government has also been very successful in managing inflation 
rates over the past year as compared to some of the neighbouring countries including 
developed world. Inflation in China went up from 2.7 per cent to 8.7 per cent. It is reported 
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that food inflation in China is as high as 23 per cent. Even countries like Singapore, which had an 

inflation of 0.6 per cent in February 2007, is witnessing today, in February 2008, ten times that 

inflation, at 6.5 per cent. Another developed country like South Korea saw its inflation increase 

from 2.2 per cent to 3.6 per cent. Russia is today at an inflation rate of 12.7 per cent, Pakistan is 

at an inflation rate of 11.3 per cent, both substantially higher than the last year showing an 

increase of around 7.5 per cent. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Please conclude. 

SHRI SHANTARAM LAXMAN NAIK: Sir, I will summarise in two minutes. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Not two minutes, you can take only one 

minute. 

SHRI SHANTARAM LAXMAN NAIK: Again, Sir, I would like to point out certain price 

structure. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): No, no, no, that is already here. There is no 

need of repeating. All these things are said here. 

SHRI SHANTARAM LAXMAN NAIK: Sir, you are disturbing me unnecessarily. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): I am helping you. 

SHRI SHANTARAM LAXMAN NAIK: I was No. 2 in the list. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): You were not No. 2 but No. 3 in the list. 

SHRI SHANTARAM LAXMAN NAIK: Then, I will sit down. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): No, no, you complete your speech. 

SHRI SHANTARAM LAXMAN NAIK: I will sit down. Unnecessarily, it creates 

problems. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Okay, Shri Manohar Joshi. 
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DR. K. KESHAVA RAO (Andhra Pradesh): Mr, Vice-Chairman, Sir,.! have been hearing 

all the Members with rapt attention, but 1 have not really understood what exactly they all 
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want to say. Everybody said that things were good. When I look back to the papers which are with 

me and all the reports of the Government, I find that all the suggestion that my friends have made 

have been implemented fully, and the intention of the Governments to implement the same plus to 

do some more too. Against such a scenario, I do not know as to exactly where we are leading to 

through this debate. Sir, I am not to be mistaken at all. I totally agree and there is no gainsaying the 

fact that all of us are concerned about the rising prices. But let Shri Rahul Bajaj tell us about this. 

Because, the other day, the CPM said that if the Congress people speak, it will not have any 

credibility. He is a Harvard expert, let him say about this. In a developing scenario, where the 

growth rate is nine per cent, doesn't the increase expand demand base along with the price rise 

which has to be controlled through the supply line? What exactly has gone wrong? This is not the 

first time that we are seeing this kind of inflation. This is not the first time we are seeing this kind 

of a rise in prices. We saw this during late 80's, early 90's, then, later, in 2006 also, right within 

our Government, we had one year with seven per cent inflation. All these things are there. A 

Government which has been providing you with a growth rate of nine per cent containing the 

inflation at 4-4.5 per cent and if it has reached seven per cent now does not call for scare screaming, 

nor pressing panic buttons nor knee-jerk reactions. Sir, what all it requires is a strategy because 

something had gone wrong in the last one year. During the last twelve months, something had 

gone wrong. We had to look into it. Sir I don't want to repeat what the other hon. Memebrs have 

said. Mr. Yechury has made improtant four points. Then three other points were added to it. That is 

related to the supply side. Dr. Bimal Jalan has made us to look to the demand side too. Now 1 

match these two phenomena and say that these two things should answer all our points. But my 

question, Mr. Vice-Chairman, Sir, is not related to that at all. Where exactly is the crisis is my 

question. Do we really face food crisis today? Or, are we facing a price crisis today? There is no 

food crisis there are no starvation deaths. The production in this country, as it should be, is on the 

increase. We are reaching a target of something like 220 million tonnes which is supposed to be 

the highest. We have a buffer stock of five billion tonees as it should be. Instead of 5.6 million, 

we have a buffer stock of five million tonnes today. Even the rice production is 90 million 

tonnes as against the consumption level of 82 million tonnes. Looking at this surplus, perhaps, the 

traders are trying to export it, and, therefore, we have put a ban on that. But what exactly has gone 

wrong? Let us think about it. Why we are all getting worried is because it is not a sudden 

development. It was in the making. We have been seeing this for the last two-three years when 

the signs of these inflationary trends were visible or discernible. But whatever steps were required to 

be taken, we did take those steps but we anchored them in the developmental and fiscal policies. 

Sir, what I am trying to say is that I do agree that there is price rise. It is not that I am differing and 

saying that there is no crisis at all. I know our concern arises mainly because we are all bothered 

about the food prices. Around forty-seven to fifty per cent consumption of our' family budget 

goes to groceries and that is why we are really getting worried, although the rising prices of 

cement, steel, etc., are really affecting economy. But why did it all come up? As I said, Sir, it is not 

a new phenomenon. As my other friends said, it is a world phenomenon. I am not trying to blame it. 

I am not trying to say that because it is a world phenomenon so you should also suffer from it. I 

don't want you to suffer from it because of that. But the question today is, can we insulate 

ourselves? In a global economy, can we totally cut ourselves off from the effects of global markets, 

from the world happenings? Sir, we need to get into some kind of policies or strategies that will 

help us to tackle it in the domestic market. That is why we have looked into the PDS. All the 

Members have said that the PDS has to be restored. Sir, I am trying to conclude within five 

minutes. Mr. Joshi was saying that the 
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Congress always finds faults with the Opposition and he had quoted from some documents 
that we have always complained that Opposition, though it speaks, never suggests anything 
to us, blah, blah, blah. But let me tell you that all the suggestions that the Opposition has 
made have found place in the policies of this Government, in the decisions that this 
Government has taken during the last four months. Sir, the import duty on rice has been 
abolished; the Minimum Support Price has been fixed; vegetable exports are banned; wheat 
import duty has been abolished; and sugar DEPB bids are put off. All these suggestions have 
been made from the Left and other parties. Then, Sir, see what other things are coming. The 
ban on Basmati which you have asked for has already come. You have asked for further cut 
in the import duties on edible oils. That is also coming. You have also asked for the open 
purchase of wheat. That has also come in. So, all the suggestions that the Opposition has 
been making are taken into consideration, and, therefore, we are in a good position. Then, I 
come to inflation. My friend, Mr. Shantaram Naik, was trying to tell you about inflation 
trends in other countries. I am only talking about US, UK and China but he was trying to 
mention almost all the South-East Asian and West Asian countries where inflation rates have 
gone up. I am not trying to be happy about the inflation rates going up there. What I am 
trying to ask you is this. As compared to that, are we not insulated from the price rise? 
Inflation trend is different from a price rise of food articles. Isn't our rise, as against the 
world record of 161 and 192 per cent which Mr. Yechury has quoted, only 7 per cent as far 
as wheat is concerned, and one per cent as far as rice is concernd better? Well, if they are 
able to maintain this kind of comparison, I do not see the reason why people should find 
fault with measures that this Government has taken. Then, Members asked why it has come 
in the last one year. According to me, it is not only one year; it has been coming for the 
last few years. To put it precisely, ever since the Iraq War, when oil prices have gone up and 
those prices never looked back since then, we have had this problem. All of us understand 
that there is a direct link between the power and the commodity market. It is good that this 
Government has not passed on the energy cost to the people; so much so, today, there is an 
increase in industrial production. Thus, the supply line is well-oiled. I will make just one 
point more. Mr. Yechury has asked when everbody has been able to manage it, why not we; 
I totally agree with all the points that Mr. Yechury made. And I think the Government is 
seriously concerned about implementing or trying to formulate the same things, the futures 
trading also. I am one of those who totally agree with it. But let me tell you, the world 
economics which were concerned about these escalating prices had resorted to some kind 
of classic macro-economic mechanisms which had failed during the last one year for the 
simple reason that the US dollar had gone down, as also the US recession had affected the 
commodity market and... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): please conclude now. 

DR. K. KESHAVA RAO: Sir, with all that, I would only make one suggestion here. Let 
us think of two things. Wherever we have a debate on price rise, let us not think of only 
supply line. You know you would talk about PDS, you would talk about import duty, you 
would talk about exports, all the trading and all the supply line. But what exactly has gone 
wrong is production agriculture. Agriculture remains the Achilles' Heel of the Indian economy. 
What we need is long-term measures. It is right that we need to get seriously into agriculture, 
see to it that the productivity goes up, see that the yield increase. Unfortunately, we have 
reached stagnation where 141 million acres still remain the same for the last 20 years. 
Although we talk about a second Green Revolution, there is not a single technology, which 
has been forthcoming ever since the first Green Revolution wherein the yield had gone up, 
usage of water, usage of seeds, soil conservation, all these things, need attention. 
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THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Please, conclude. 

DR. K. KESHAVA RAO: Sir, I shall make one last point. It is the States which should 

have taken up the responsibility. Sitting here, all of us have been blaming the Government, 

the Central Government all these years. Which is top sided. I will give the example of my 

own Stale. I don't say this because I hail from Andhra Pradesh. When we talked of free 

power, all of you had raised your eyebrows. We have successfully implemented. Again, 

today we are now giving rice at two rupees a kilo in Andhra Pradesh at a cost of Rs. 2000 

crores subsidy. Why? It is because we know it is a temporary phase and Government has to 

come to rescue. Shri Ramachandraiah is here; they despised the Government. Now, why 

did we do it? Even DMK is doing it. In any temporary phase like this, State Government 

intervention becomes necessary and that necessity should be at the market level and that is 

what we are trying to do. 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Hon. Members, there are six speakers 

including Rahulji. My request is, not to take more than five minutes each. 

SHRI RAHUL BAJAJ (Maharasthra): Thank you, Mr. Vice-Chairman. This is a good 

example of democracy. All the parties speak forty minutes, thirty minutes or twenty minutes, 

but we independent get not even ten minutes. That is the Indian democracy. ...(Interruptions)... 

THE VICE-CHAIRMAN (PROF. P.J. KURIEN): Independents have got more time. They 

have already exhausted their due time ...(Interruptions)... This is all grace. 

SHRI RAHUL BAJAJ: Sir, I don't envy your Chair. But there is an advantage of being 

independent, that is, I am not governed by the whip or the policy of any political party. I 

don't have to be partisan. ...(Interruptions)... 

THE VICE-CHAIRMAN( PROF. P.J. KURIEN): So, you can freely speak. 

SHRI RAHUL BAJAJ: I always speak freely. I am concerned for the interest of the 

nation and in the interest of amm adami. I have heard about the fiscal measures; I have 

heard about the monetary measures and I have heard about the supply side measures. Sir, I 

would first refer to the three balance that we have to maintain in life and in business, and 

which this Finance Minister like every other Finance Minister has to maintain to solve this 

problem, to help the problem of inflation without hurting some other problem. What are 

these three things, which have come out from today's discussion? The short-term, which is 

required to be done, versus the longer-term. This short-term should not continue forever. 

Solve the problem, at least, in two, three or five years down the line. Today, elections are 

coming. We know, what happened in UP. Second is, the farmer versus the consumer. In 

short-term, I have to solve the consumer problem and in long-term I have to solve the 

farmer problem. Otherwise, the consumer problem will remain forever as farmer won't 

produce, and if there is shortage abroad you cannot import wheat. And the third thing, of 

course, is growth versus inflation. In short-term, I have to solve inflation and in long-term, I 

have to solve growth. I have heard the Finance Minister saying, and hope I am right, that he 

will be happy with four per cent inflation and eight per cent growth in the current 

circumstances. So, will I. But the inflation is remaining at 5,6, or 7.4 per cent and the growth 

is going below from 8 per cent to 7 per cent in the current fiscal year. So, that is the balance 

which is required to be maintained between the short-term and long-term, farmer and 

consumer interest and growth and inflation. But it is not at all easy to maintain this balance. 

It is very difficult. I support the measures to bring the import duty down to zero or very low, 
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wherever required, to reduce the prices. Whether it will help a little or much, it is a matter of 

debate. I support discouraging the export of terms which are in short-supply here like iron ore, 

steel, etc. I don't like banning. I am not the banning type. Though non-basmati rice has been 

banned, understandably. But where local domestic availability is weak or not available, we 

have to even ban. We have to take care of Indians first, not the rest of the world. Not even 

farmers or somebody else. I support these measures. But still, Sir, I don't know where is the 

nexus. I know, there are people employed in iron ore mines; I know our mines policy needs 

a review and public-private sector has to come in though my friend, Shri Raja, won't like 

public-private partnership. But I love the private sector and I am proud to say that. But, Sir, 

there is some nexus. I should discourage iron ore export, a steel production is the problem. I 

don't do that. Why? But don't put export duty on stainless steel, which is not a shortage item. 

Forty per cent price in the last twelve months has reduced and seventy-five per cent is being 

exported. Don't hurt the industry. It hurts growth. Similarly, Sir, I come to loans. Here, I am 

interested. Don't give credit to profiteers. How will you make distinction is a different matter 

and I don't have time to go into that. Nobody here has ever gone to jail; no politician, no 

bureaucrat, no industrialist. But, apart from that, the crooked person gains. This is the system 

here. Let's forget that. But, those items for which demand is more than supply there also, I think 

Shri Bimal Jalan said about demand. But, as I said, I am interested in some consumer durables, 

say vehicles today, for which there is excess capacity. I do not want the credit or loan. My 

customers wants it. You don't give him the loan. You are hurting growth. You are hurting rate of 

growth of GDR You are not controlling inflation by that. So, we are mentioning about liquidity, 

increasing SLR, increasing CRR, and we are waiting for the policy of RBI. This is a balancing 

situation. You must, by all means, control inflation. Otherwise, industry gets hurt, aam admi 

gets hurt, fixed income wala gets hurt, the person who gets hurt maximum is the below poverty 

line guy. Of course, you should control inflation. But, as we say, you cannot distribute poverty 

by a smaller and smaller cake, and you will distribute poverty not growth, you have to grow the 

cake whichever way you want to grow. So, there is a global recession, including recession in 

the U.S. (Time-bell)-1 hope prices of some commodities, including steel and oil may, to some 

extent, moderate in the coming few months, I am not so sure, but in my part of the country, 

while prices of wheat, rice and everything are going through the roof, I do not go to buy that, 

but somebody who goes to buy those items told me that prices of onion and potato are stabilising. 

So, let us not also have a knee-jerk reaction and go overboard. In Maharashtra I wish Shri 

Sharad Pawar would have been here this water guzzling sugarcane is grown there. Please, 

correct that, Sir. Transfer that area, transfer that farmer to grains, to edible oils, to dal. It may 

take two or three years. But, in the long run, it will benefit. There is no water there; there is no 

power in Maharashtra and still youwant to grow sugarcane. Let U.P. or some other States grow 

that. But, I do not know that are the political compulsions. If everything is going to be governed 

by political compulsions, then one day, those, who believe in those, who believe in those kinds 

of political compulsions, will be thrown out by the public. The public need their roti, kapda, 

makaan/They need sadak, bijli andpaani. So, I am for curtailing inflation, but don't curb 

growth. I am for immediate short-term measures. But, don't hurt long-term interests which will 

become short-term tomorrow. Don't hurt the farmer; otherwise, you will have to pay the price 

tomorrow. Thank you. 

THE VICE-CHAIRMAN (PROF. P. J. KURIEN): Now, Shri Kumar Deepak Das, You 

have five minutes. 

SHRI KUMAR DEEPAK DAS (Assam): Thank you, Sir, i will not take more time because 

we have already discussed the issue in an elaborate manner. Sir, nowadays, inflation has 
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gone up to 40 month high of 7.41 percent. Prices of vegetables have gone up by 4.1 per cent; 

pulses and spices by 1.8 per cent and 1.2 per cent respectively. Similarly, steel prices registered 

a sharp increase of 5.6 per cent. That of masoor dal and arhar dal went up by 3 per cent. Prices 

of wheat and marine products went up by 1 per cent. Prices of milk and maize went up by 1 per 

cent. On the other hand, limestone prices went up by 14 per cent. Sir, this is the situation in the 

country. But, in our North-Eastern States, it is horrible. Most particularly, in hilly regions, it is 

vulnerable. Sir, prices of most food items have been > increasing, as there is shortage of those 

commodities in the domestic market. By buying costlier commodities in the overseas market, 

India has been importing inflation. So, the Government has to adopt a specific policy on this 

issue. Sir, the best way to deal with international price rise effectively is to have a strong Indian 

rupee. Sir, the UPA Government in the last five years prevented the Indian consumer from 

benefiting from a strong rupee. This is a serious policy mistake done by the UPA Government. 

Government should make efforts to increase the production of foodgrains and pulses in 

the country. India's productivity is one of the lowest and its irigation potentiality is the most 

neglected one. The way the UPA Government is fighting with this problem is anti-aam 

aadmi. 

Sir, after all, it is the poor who suffers the most because his income is not inflation-

indexed. Sir, inflation is regressive and the answer to this is to subsidise the poor and not 

everybody. The Government should take this sort of policy to fight against this problem. 

Without saying much, I conclude my speech with these suggestions. Thank you, 

(MR. DEPUTY CHAIRMAN in the Chair) 

SHRI SHARAD ANANTRAO JOSHI (Maharashtra): Mr. Deputy Chairman, Sir, on the 

29th February, 2008, the Finance Minister made an announcement about the loan waiver 

scheme, which rung down the curtain on a horrific drama. Sir, as Mr. Raja's patron Marx 

said, "History repeats itself, first time as a farce and second time as a tragedy". I do not know 

whether first time it was a tragedy and second time it was going to be a farce. 

Even before the ink on his statement started drying, he started taking measures that will 

put the fanners, once again, deep into debts. Going by the knee-jerk reaction that were 

taken, for example, as the Commerce Minister said, the customs duty were brought down on 

pulses and edible oils. 

Whom does it affect? It affects principally the Indian farmers. It has not affected any 

exporting country because those countries immediately took measures to increase the export 

duties on farm produce, and, therefore, the entire burden has come on the indian farmers. 

At the same time, the non-Basmati rice export was banned, and, even worse, the ban on 

the taking of positions on wheat and paddy, which was imposed last year, has still not been 

lifted. Further, the Finance Minister in the Budget Speech hasimposed a tax of 0.017 per 

cent on the transactions in the commodity markets, which is really going to kill the market. 

Now, each of these steps-even though it might look a knee-jerk reaction-actually means a 
concerted anti-farmer policy. These are the kinds of policies which were adopted in 1955 
and ultimately resulted in negative subsidy for the farmers and their incapacity to repay the 
debts, and, therefore, the requirement to have a loan waiyer. What is guaranteed now is that 
soon after this, within four or five years, there would be a turn for another loan waiver 
because you are going to ensure for the farmers will be put in debts. 
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Sir, the second point that 1 would like to make is that the suggestions that were made by 
Shri Sitaram Yechury bring out exactly what was done in 1950s. They had a system. We had 
the Agriculture Prices Commission; we had the CACP, then, we had the Food Corporation 
of India, and, we also had the PDS. Now, each of these constituted a straightjacket for the 
farmers, which resulted in bringing down of the prices, and, therefore, the poverty and 
indebtedness of the farmers. This is exactly what is being repeated now fifty years later. 

Sir, the third point that I would like to make is about the future market. Sir, I am a Member 
of the Abhijit Sen Committee that has been referred to twice or thrice. I have not come 
across a single document that shows any connection between any inflationary trend and the 
future market transactions. I have not seen any document which shown any connection between 
the operation of the futures market and the volatility of the market. The principle is very 
simple. The futures markets give the farmers advance knowledge of the price he can expect 
at the time of harvesting which is something the CACP tries to do, put never successfully. 
Now, this permits the farmer even to lock at a price. Given the fact that there are purchasers 
who would like to purchase not immediately but three months or six months hence, and 
farmers would generally likes to get a price that would be prevailing three months or six 
months hence, there is a matching of the demand and the supply. But, if there were only 
farmers and the purchasers in the futures market, there would not be enough liquidity or depth 
in the market and, therefore, there is a legitimate role that has to be played by speculators. I 
think, Sitaram Yechury has an impression, and he actually used the words 'the den of 
dacoits' or something like that. Speculators are not dacoits; speculators are not gamblers; 
speculators are people who imagine that they have a more sophisticated knowledge of the 
market and, therefore, can take certain risks on the futures market. The position being that, 
I don't see why any restriction should be imposed on the futures market. The farmes have 
seen at the futures market from this point of view. After 30 years of struggle against the 
Government ...(Interruption)... After 30 years of struggle against the Government, what the 
Government did not give us, a completely free market, is being offered by technology. As it 
so often happens, the aam aadmi is supported more by the technology than by the political institutions: 

I would now come to the last point, Sir. the reason why the Government has been taking 
immediate action is very simple. In a situation of inflation what is required to be done is to 
provide incentives to the producers on the supply side and restrict the purchasing power on 
the demand side. What is happening in the theory of inclusive growth is exactly the opposite. 
We have had the flagship programmes which are putting money into the hands of the sociely. 
We have recently had the Sixth Pay Commission which had already affected the market on 
the anticipation itself, even though a paisa has not been paid. But, the fact remains that is 
this is the aam aadmi economics, putting money in the hands of non-producers, putting the 
money in the hands of the consumers, then, I would say that inflation is an inevitable 
consequence of this so-called inclusive growth theory, and that is exactly what we are facing. 
The inclusive growth economics worked for sometime because in 2004 we got a fairly healthy 
and sound economy had and it continued till recently, till we got the phenomenon of climate 
change, the phenomenon of shortage of petrol which required the shift from food crops to 
the fuel crops. Now, that this has happened, I don't think the policies which we put 
unnecessarily prime the pump and put the money in the hands of the consumers and discourage 
the producers at the same time1 will work, the days of the inclusive growth theory are over. 
Think you 

MR. DEPUTY CHAIRMAN: Mr. Minister, would you like to intervene now? 
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SHRI P. CHIDAMBARAM: Mr. Deputy Chairman, Sir, this has been an interesting and 

instructive debate. I don't find Dr. Murli Manohar Joshi here. Be that as it may, I expected, 

of course, ablistering attack on the Government from all sides. But, I am happy to note that 

all the statements made in this House have been extremely reasonable, constructive. And, 

although the number of suggestions was precious few, the few suggestions are important 

suggestions and the Government will certainly bear in mind those suggestions while taking 

decisons. I may begin on a lighter note. We just heard Mr. Sharad Joshi. His position is a 

position which contradicts entirely what the Left says. "Nothing that the Left says is acceptable 

to Mr. Sharad Joshi and nothing that Mr. Sharad Joshi says is acceptable to the Left. The 

point I am making is, not only a light-hearted point, it is also a serious point, there are 

fundamental diffrences in approach as to how inflation should be contained, how the current 

situation had developed and what are the responses to the curent situation. You also heard 

Dr. Bimal Jalan and Mr. Sitaram Yechury. Mr. Yechury said the bogey of liquidity and money 

supply is being raised to explain inflation. Dr. Jalan said it is liquidity and money supply 

which is driving inflation. Unfortunately, the Government cannot take these extreme positions. 

The Governemnt must adopt a position. Even if it is the position of Mr. Yechury, the 

Government has to adopt the position and reject the position of Dr. Jalan or accept the 

position of Dr. Jalan and reject the position of Mr. Yechury.There can't be any balances in 

these matters. What we try to do is balance inflation and growth. As correctly pointed out by 

everyone, no one wants to give up growth. Everybody wants growth but inflation should be 

moderate. That is what we have tried over the last four years and I am reasonably certain that 

everybody will agree that we have, to a large extent, succeeded in the last four years. We 

have growth averaging 8.8 per cent and we had inflation in the last four years averaging 6.5 

per cent in the year we came to office, 4.4 per cent, 5.4 per cent and in the year that just came 

to an end at 4.5 per cent. So, the average for 2007-08 has been 4.5 per cent. What has 

queered the pitch is, after January, inflation has moved rather rapidly to the current level of 

7.41 per cent. Sir, one must, therefore, I submit with respect, look into the causes as to why 

inflation sharply moved from under four per cent in January to 7.41 per cent by the end of March. 

Sir, let me begin by saying, whether we like it or not, we are impacted by global trends. 
Without getting into all the reasons why we are impacted, the short point is, we are an 
importer of many goods and commodities. We import nearly 70 to 75 per cent of crude oil. 
We are a marginal importer of wheat because demand has picked up while production is 
more or less stagnant for the last ten years. We are a significant importer of palm oil. We are 
a significant importer of pulses. We are a large importer of fertilisers. Now, it can be nobody's 
case that we should not import crude oil or palm oil or pulses or fertilisers. And if we are a 
significant importer of these goods and commodities, necessarily, we have to be an exporter 
because how do we pay for these commodities? So, we have to be an exporter which is why 
India's trade policy has been liberalised to facilitate imports of essential goods and 
commodities as well as to pay for them through exports. So, we are, whether we like it or 
not, integrated with the global economy and impacted by global prices. Let us look at just a 
few commodities. I am only giving three figures. First, the figure of 2004, when the 
Government came into office or when the NDA Government left office. The figures earlier 
are even more benign, but, I am taking 2004 as a reference. Then, I take March 2007, one 
year ago. Then, I take March 2008. Crude oil was 37.7 dollars a barrel. Last year, it rose to 
60.6 dollar a barrel in March, it was 102 dollars a barrel, and this morning, it is 112 dollars 
a barrel. I ask most respectfully one thing. Is there anything that you or I can do to reverse 
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this trend? Let us look at palm oil. In 2004, it was 471 dollars a metric tonne, in March 2007, it 

was 622 dollars a metric tonne, in March 2008, it was 1248 dollars a metric tonne. I ask again 

respectfully. Is there anything that you or I can do to turn this price back? Let us look at urea. In 

2004, it was 175 dollars a metric tonne, in March 2007, it was 318 dollars a metric tonne, and in 

March 2008, it was 378 dollars a metric tonne. Shall we import urea, or shall we not import 

urea? And if we import urea, we have to import at this price, and we are importing inflation. 

Last item, let us take wheat. We are a marginal importer of wheat. In 2004, it was 144 

dollars a metric tonne, in March 2007, it was 168 dollars a metric tonne, and in March ; 2008, it 

was 440 dollars a metric tonne. The point I am making is, we are impacted by global prices. I 

am not taking shelter under global prices. Equally, you cannot dismiss it saying that the 

Government is putting forward an excuse of global prices. Global prices are neither a shelter 

nor an excuse. It is a fact. And we have been impacted by these prices. We have no way of 

rolling back these prices. We have to import at these prices to the extent that we require. But we 

have to take other steps so that overall inflation is moderate. Dr. Bimal Jalan is right. The single 

driver of inflation is money supply or liquidity. I am not a trained economist, and I am not trying to 

deliver a lecture on Economics. But that is, as I say, 101 Economics. The driver of inflation is 

liquidity. Now, as Mr. Rahul Bajaj said, one has to be careful about managing money supply 

because that is required to drive growth also. We provide credit, we put money in peoples' hands. 

I think, Shri Sharad Joshi criticised the Pay Commission. He said that you are putting money in 

peoples' hands. Now, shall we put money in the Government servants' hands or shall we not put 

money in their hands? After 10 years, is it possible to say that don't give any increase to the 

Government servants? We cut income-tax, we have put money into the pockets of tax-payers. 

Should we do that or should we not do that? We have got an NREG Rs. twelve thousand crore 

has been pumped into the rural economy, into the hands of poor people, who otherwise did not 

have that kind of money. Shall we do that or shall we not do that? I have heard, at least, one or 

two thinkers/writers with the B.J.P., who_ questined the NREG. It is a good argument for me on 

a political platform. I will go to town saying if the BJP comes to power, it will withdraw the 

NREG Perhaps, you will. I don't know. But shall we put money in the hands of the landless 

labourer? Shall we put money in the hands of the tax-payer? Shall we put money in the hands of 

the Government servant? If you do that, it increases money supply, it increases the expenditure, 

it will increase demand, 

; and if supply does not catch up with demand, there will be inflation. The answer is not to put 

money in the hands of the purchaser, suppress demand, and then suppress inflation, do you want 

to do that? We can't do that, either. Therefore, Sir, the long-term answer, as everybody 

5 is agreed, is to take supply side measures. In the short-term, fiscal measures would work, in 

the short-term, monetary measures would work, but in the long-term, the only answer is to 

increase the supply side. Sir, the Agriculture Minister will come and give a detailed reply. But, as 

all of you know, we have put aside Rs. 25,000 crore and Rs. 4,882 crore on the two ambitious 

plans.The Rashitra Krishi Vikas Yojana and the National Food Security Mission, in order to 

increase rice production by 10 million tonnes, wheat production by 8 million tonnes and pulses 

production by 2 million tonnes. Why? Look at the figures. For the last 12 years, the production has 

flattened. I have got figures of 1995-96 to 2007-08. It includes the United Front Government, the 

NDA Government and the UPA Government. Now, what does it show? Rice production, the 

highest in the NDA, was 93.34 million tonnes. This year, we expect 94.08 million tonnes. The 

lowest in the NDA Government was 71,82 million tonnes. Wheat production, the highest in the 

NDA Government, was 76.37 million tonnes. 
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This year, we expect 75 million tonnes. The lowest, in the NDA Government, was 65.76 

million tonnes. Pulses production, the highest in the NDA Government, was 14.91 million 

tonnes; the lowest was 11.07 million tonnes. This year, we expect 15 million tonnes. It clearly 

shows that over a ten-year period, we have not been able to break through this glass barrier, 

this glass shield. Rice at about 94 million tonnes is the ceiling. Wheat is at about 75-76 million 

tonnes, and pulses, at about 14.915 million tonnes. If supply does not increase, but demand 

increases because we are spending more; people are earning more, per capita income is 

increasing by about seven per cent a year, for the last five years. We are putting more money 

in the hands of people who, otherwise, did not have purchasing power, as, I think, Mr. Siva or 

one of you said. There is bound to be a supply-demand mismatch, and this is also afffecting 

prices. Therefore, Sir, to conclude this part, one is international prices; the ? second is liquidity 

or money supply, and the third is the supply-demand mismatch. We are addressing them 

seriously and sincerely. We have taken supply-side measures, which I have described. But 

supply-side measures take a little time to bear fruit. Fiscal measures; I have taken fiscal 

measures. I have not been adamant that I presented the Budget on the 29th of February and I 

should not sacrifice revenues immediately thereafter. In the Budget (paragraph 5, 6 and 7 of my 

speech). I anticipated inflationary pressures. I cautioned this House that there would be 

inflationary presssures. I took anticipatory steps by cutting the excise duty from 16 per cent to 

14 per cent across the board. I cut the excise duty on a number of items; I reduced the excise 

duty to zero on a number of food items; I cut customs duties, and I cut income tax because I 

anticipated these pressures. But I have not been adamant. Even after the Budget, we have out 

customs duties; we have taken fiscal measures, which has already cost me almost Rs.6,000 

crores. And I have said "I will not hesitate to take more fiscal measures even if it means 

sacrificing some revenue if that will tame inflation." Fiscal measures are measures which we have 

taken; these measures are well known, and we will continue to take whatever fiscal meaures are 

required to be taken. 

The next is monetary measures. Sir, the RBI has already taken a number of measures on 

the monetary side. They have increased CRR eight times since December, 2006. CRR stands 

at 7.5 per cent. The repo rate was increased. It now stands at 7.75 per cent, and 1 am sure, the 

Governor is listening to this debate or he will read the debate tomorrow and he will take 

appropriate monetary measures when he feels it is appropriate to do so. 

There was some reference, I think, in the other House or this House; I cannot say, that the food 
credit has expanded and that is credit to the hoarders and traders! Completely wrong. Where 
did you get this figure? In 2007-08, food credit has declined. Year-on-year, it hac declined 5.1 
per cent. In the financial year, it has declined 6.5 per cent. So, the food credit i not being 
increased. We have kept a tight leash on food credit. If anyone tells you that the r food credit 
has been increased, banks are lending money to traders and hoarders to hoard food, it is 
completely wrong. Please do not believe in all that. It is a complete false propaganda. The food 
credit has actually declined. So, we will take monetary measures. I have described the supply 
side measures. Sir apart from this, the time has come not merely to talk tough, but to take some 
tough adminstrative measures. Here I seek the cooperation of all the sections of the House. In 
my Budget Speech, I had pointed out that there are indications of cartelisation and I have 
specifically mentioned steel and cement. Now, Shri Siva said that the cement industry, which 
did not heed my appeals, I am glad, heeded the appeal or threat of the Chief Minister of Tamil 
Nadu. But it is unfortunate that an industry will not heed the appeals but will only succumb to 
threats. If stronger measures are the only way that the indsutry will behave, I am sorry for the 
indsutry. Last year, the cement price was Rs. 158. Today, it is 
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Rs. 258. Why? Is there any justification for the cement price to go up except that there is 
demand? There is demand for cement. There are construction of house buildings and roads 
and, therefore, the prices are going up. Therefore, either the industry must behave or we 
have to take tough administrative measures, or, we have to suppress the demand or contain 
the demand. The same is the story with steel. Thre same is the story with iron ore. Therefore, 
with a sense of responsibility, I appeal to the industry to realise the gravity of the situation 
and behave. If some sectors of the industry do not behave responsibly, the Government will 
have no option except to take tough, strong administrative measures to control the price. 
There is, or course, a role for the State Government. I am sorry, Shri Manohar Joshi is not 

here. I was impressed when he said that he spent only Rs. 700 crores for five years his State Government 
could keep the prices stable. 

SHRI PRAKASH KESHAV JAVADEKAR: It is Rs. 700 crores per annum. 

SHRI P. CHIDAMBARAM: It is right spend Rs. 700 crores pe annum and kept the prices stable 
for five years. Why didn't he share that magic formula with other Chief Ministers? Why don't they do 
that? It a State Chief Minister can say that, and he has the poweful endorsement and support of Shri 
Javadekar-we believe that his maiden speech would not be given to exaggeration-why do not all State 
Governments do that? The point is that the State Government has a role to play. 

There were some exchanges between Shri Sitaram Yechury and the BJP Members. Let us 
get the facts clear. The notification issued by the NDA Government required the State 
Governments to seek prior approval of the Central Government before imposing any control. 
When this was pointed out, the UPA Government reversed the notification and gave the 
power to the State Government. The power is now entirely with the State Government. But 
are the State Governments exercising that power? Please let us search our hearts and ask 
ourselves a few questions. Are the State Governments exercising that power? I have got a 
list of actions taken by the State Governments. Some State Governments-mark my words— 
have imposed licensing requirements. That is all. Take a licence, do whatever you like. It is 
a licence to kill. Some State Governments have imposed stock limits. But when it comes to 
action, there have been 348 convictions under the Essential Commodities Act in the year 
2007; 251 have been in the State of UP, 76 in Chhattisgarh, one, two and three in a few States 
and nil in many States. Now, what is the difficulty? If you have a stock limit, what is the 
difficulty in raiding a person and finding out whether he has got more than the stock limit? 
Once you find something more than the stock limit, what is the difficulty in prosecuting him? What is 
the difficulty in proving that prosecution? What is the difficulty in getting him convicted? Yes, the State 
Government can point a finger at the Central Government. I am not indulging in finger pointing. All that I am 
saying is that the Central Government takes fiscal steps, monetary steps and supply side steps and as I just said, 
we promise to take administrative measures, we should impress upon the State Governments to take action 
under the Essential Commodities Act. The Delhi Government did it recently. You have seen the results. I 
would urge all the State Governments to take action. I do not want to get into a long debate with anyone. 
I have noted the four suggestions of Shri Sitaram Yechury. In fact, he is no longer here. He has already 
written an article and I have noted it even earlier. His suggestion is, contain speculation and ban forward 
trading; the contra point of view is of Shri Sharad Joshi. I have already spoken to the Minister of 
Agriculture. Please remember the Abhijit Sen Committee was appointed on 29th February, 2007.1 would 
only request Shri Sharad Joshi to please give us the report soon. Whatever your findings are, give us the 
report soon. I have already impressed upon the Minister of Agriculture—he is perhaps replying in the 
other 
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House at this moment—that this Abhijit Sen Committee report should be obtained and 

whatever decision the Government has to take should be taken. This is a matter under 

consideration. On money supply and liquidity, with great respect, if I have to choose between 

Dr. Jalan's position and Shri Yechury's position, all my instruction and information tells me, 

it is Dr. Jalan who is right. We have to contain liquidity, moderate liquidity because liquidity 

is a driver of inflation. It is not an excuse we are using, but it is well known that liquidity is 

a driver of inflation. The third one is reduce taxes on petroleum products. This again is a 

myth. In the Budget Estimates, we assume a certain economic growth; we assume certain 

excise duties on petrol and diesel. At the end of the year, I find I get less than what is 

assumed in the Budget Estimates. I am not getting any windfall. On the contrary, volumes 

have declined or prices have been so adjusted that we are not getting a windfall in petroleum 

taxes and diesel taxes. The last suggestion is strengthen the PDS. Why is it that people say 

that we are not strengthening the PDS? Why is it being stated that we are starving the PDS? 

Sir, I have got figures with me of the off-take of wheat and rice in the PDS. The real test is 

how much is the off-take from the PDS. Don't get excited. These are number, which are all 

there on the record. In 1998-99, wheat and rice together, 186 lakh tonnes was the off-take; in 

1999-2000—170 lakh tonnes; 2000-01—120 lakh tonnes; 2001-02-138 lakh tonnes; 2002- 

03—200 lakh tonnes; 2003-04—239 lakh tonnes. The highest off-take in the NDA period 

was 239 lakh tonnes. In the UPA period, in 2004-05, it was 293 lakh tonnes; 2005-06—310 

lakh tonnes; 2006-07—313 lakh tonnes; 007-08, up to December alone, 244 lakh tonnes. 

We don't have the figures yet for the last three months. We are not starving the PDS. Whatever 

we are procuring we are putting into the PDS and we have kept the prices constant. But the 

PDS itself is a leaking PDS. Thirty-six per cent of foograins given to the PDS do not reach 

the beneficiary. I have mentioned those figures in my Budget reply that 36 per cent do not 

reach the beneficiary. Now I again ask humbly and respectfully, "Who is in charge of the 

PDS?" Is the Central Government in charge of the PDS? Our responsibility lies in giving 

foodgrains to the PDS. Yes, there are some complaints from Kerala. I am sure Shri Sharad 

Pawar will address those complaints. I will tell him to address those compIaints.To the best 

of my ability, I will impress upon him to address those complaints. That is not the issue 

today. But whatever is given, does that go to the beneficiary? (Interruptions), West Bengal 

also. Whichever State requires, they have to be given. I am not sure he is being partisan. He 

is trying to do what best he can. But I will tell him to do better than his best. But the point is 

not that. The point is, whatever is given, does it reach the beneficiary? The finding is, 36 per 

cent is leaked into the open market. Then why does not the State Government take action? 

Who can take action? Can I take action against the ration shops? Can I take action against 

the Civil Supply Department of the State? Therefore, all I am asking is while we take measures, 

why don't the State Governments also take some measures. I am asking the State Governments ? 

only two things. One, invoke the Essential Commodities Act and take strong action against 

hoarders and profiteers. Is that too much to ask? The second thing, which I am asking is, make 

sure that the PDS works properly, that there is no leakage or only a minimum leakage, and the 

foodgrains actually reach the people. 

With these words, let me conclude. I know there were some political statements here and there. 
My old friend, Shri Janeshwar Mishra, a colleague of mine in the United Front Government, 
made a number of political references. These were quite unnecessary. In fact, It was tempted to 
speak in Tamil, after he berated me for speaking in English. I would love to speak in Tamil at 
every opportunity. But since I cannot speak Hindi, I have to speak in English. But, I think, there is 
nothing wrong in speaking in English or Tamil. Next time if 
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you allow me to speak in Tamil, I will be happy to speak in Tamil. The point is, we must 

work together to tame inflation, when we say, inflation is a global phenomenon, let us not 

take it as a caricature of an issue. It is a genuine problem. Inflation is indeed a global 

phenomenon. Countries with systems different from ours, countries with systems similar to 

our systems, ountries with better governance structure, countries with worst governance 

structure, all of them are affected. We had the Finance Minister of South Africa, who told me 

that inflation is 9 per cent. We have the Finance Minister of Egypt, who told me that inflation 

is 12 per cent. Look at other countries. China's inflation was 8.7 per cent, and this morning, 

It was 8.9 per cent. In South Africa, it was 9.8 per cent; in Chile, it was 8.5 per cent; in 

Pakistan, it was 11.3 per cent. Even Singapore and Hong Kong, which are supposedly stable 

economies, have inflation of over 6 per cent. In Venezuela, it is 25.2 per cent.. .(Interruptions) 

We are not comparing with States which have failed. We are comparing with States which are 

governed well. The point is, we will do our best. We are impacted by the global factors. We are 

impacted by the liquidity. We will do our best. We will take fiscal measures; we will take monetary 

measures; and we will take, the supply side measures. And, as I have just said, we will take 

administrative measures. Let the States take equal measures on the side of the Essential 

Commodities Act and the PDS. Let us works together to tame inflation. This is not unusual. We had 

periods of inflation, where it was over seven per cent. When this Government came into office, the 

inflation had already crossed 7 per cent. We tamed it; we brought it down to 3.11 per cent in 

November, 2007. In January, ...(Interruptions)... 

SHRI S.S. AHLUWALIA: You are again and again blaming the State Government. 

SHRI P. CHIDAMBARAM: I am not blaming anybody. I am asking them to cooperate. 

SHRI S.S. AHLUWALIA: After inflation crossed 7 per cent, did you call any meeting of the State 

Chief Ministers and discussed that matter? 

SHRI P. CHIDAMBARAM: I will answer. No. 1: the Minister of Agriculture has spoken 

with every Chief Minister and requested them to take action. No. 2; the Prime Minister has written 

a letter to the Chief Ministers asking them to take action. Please understand that in this age of 

technology, you don't have to meet to convey each other's views. There is fax; there is telephone; 

there is video-conferencing. We will call a meeting... 

SHRI S.S. AHLUWALIA: That would give a message to the market. 

SHRI P. CHIDAMBARAM: We will call a meeting. I think the Prime Minister has 
contemplated a meeting; I cannot say for sure. In the meanwhile, he has written a letter to the Chief 
Ministers. The Minister of Agriculture speak to the Chief Minister virtually every day. 
 All I am saying is that we will tame this inflation this time also. There are some factors beyond 
control, as I said in the beginning. But we will make every effort to contain this inflation. But the 
most important point is, as Mr, Bimal Jalan said, not to panic; not to politicise it; not to take 
panicky measures, but take measures on the fiscal, monetary and supply side, and contain 
inflation, even while not sacrificing too much growth. If I have to sacrifice some growth, let us 
sacrifice it. If we have to sacrifice some revenues, let us sacrifice it. Revenues are badly needed for 
social sector. But we will make some sacrifice. We will tame inflation. But let us work together 
in a spirit of co-operation. 
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SHRI TARLOCHAN SINGH (Haryana): Sir, I have been listening to the debate 
with great interest, and I have a few points to make. I hope, from both the sides, they will 
listen to it. Number one, we have not touched the main issue, i.e. population explosion. No 
political party is ready even to mention it in its manifesto. The whole problem revolves 
around the growth of population, and this issue has to be tackled somehow; otherwise, what 
we are doing will further add to the problem which we are facing today. What has China 
achieved? It has achieved population control. What has Europe achieved? Every country, 
except India, has now taken some measures and some checks on population growth. 

Secondly, Sir, what has happened is that. The land under cultivation is going down and 

down. Rapid urbanisation is taking place. Sir, see Delhi. Is there any agricultural land left 

within 100 miles around Delhi? Is any vegetable garden left? Is any dairy farm left? Who 

has done it? Everyday, there is a demand for more and more colonies. All these colonisers 

are in collusion with the officers and the Government and they are doing this. Sir, here, I will 

give you two examples. Punjab and Haryana are the only States which produce the maximum 

foodgrains for the country. Sir, the previous Government of Punjab, there was Congress 

Government for the five years, I don't want to blame that Party, but what they did is this. 

During that time, no industry came to Punjab. What they did was, they invited all colonisers 

of Delhi to Punjab. See Ludhiana, where the agriculture revolution was born. Eighty miles 

around Ludhiana there are all colonies like Amritsar, Chandigarh.etc. So, the State 

Government took pride in it and said that they were brining more money in the State. Then, 

what happened? Every agriculturist started to sell his land, and the land prices went very 

high. The land prices near Ludhiana are about Rs. 1 crore per acre. So, what is the result? All 

agricultural land was sold. I represent the State of Haryana. We feel proud in representing 

our State. Our Chief Minister is saying everyday that the maximum SEZ are coming in 

Haryana. So, all agricultural land of Haryana will come under SEZ or under colonies. What 

will be produce there? If Punjab and Haryana are not going to have land, where will we 

produce our foodgrains? Secondly, if both these States, the water level is going down. In 

another 10-15 years,the land in these States will become barren. 

Thirdly, there is no incentive for producing pulses. What are the prices of pulses today? 
Has the Government of India given at any time any incentive for producing pulses? We must 
give incentives to the farmers. Just now the Finance Minister said that the wheat price in the 
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world is above Rs. 2,000 a quintal. Here, you pay just Rs. 1,000! You are willing to import 

at the rate of Rs. 1,600 per quintal. But you do no want to give Rs. 200 as bonus to the 

farmer. So, no incentive to the farmer! Urbanisation, SEZ, and population growth, all are 

leading to a state where, for years to come, we will face this problem. This is not a temporary 

phenomenon. This will happen in future also if all political leaders do not sit together and try 

to solve the problem. 

Sir, we are telling everyday that you are giving loan waiver of Rs. 60,000 crores. I doubt 

on what will happen. The farmers in future will get incentives and may no pay back the loarf 

hoping that after five years again there would be a loan waiver. Secondly, even the banks 

may not be willing to give loans to the famrers. By this loan waiving you are trying to solve 

the problem; but you are not going to solve the real problem. The problem can be solved if 

the farmer feels that he earns money out of the land, if there is more income to him. Only 

giving loan and incentive on loan is not going to help the farmer, Unfortunately, Sir, the 

present Government leadership and senior leaders have never seen agriculture. They cannot 

differentiate between wheat and maize because nobody is coming from the rural areas except 

a few Ministers. But they have not the mainsay. The main authorities are those who do not 

know what agiruclture is. That is the biggest tragedy we are facing. Unless you get proper 

farmer leaders to sit together and then solve, it would be difficult. 
We say 'Swaminathan'. Every political party is quoting him. But you are not going to 
implement it. My plea is, stop competing with the NDA. After all, why are we competing in 
certain issues which are national issues? Blaming what the NDA did is not going to solve the 

problem. Now, the people are laughing at the Sensex. People in the villages ask me �� ��! 

�-��+� ह� (�� ��, ह� �ह� s� �- . Because everyday you say our achievement in Sensex is 
4000, 5000��6 ��p	� ह& �� "ह $� s��� �� J�� ह2� ह ह�- �� ��, 	� �-��+ � ��6: �� s��� �� �� �- . And 

we are reading, "Car prices have come down with the new Budget." So, what is the benefit to 

aam admisl So, Sir, these are the measures that we are pursing. I request that the main 

policy of the Government should be to help the farmer, save the agricultural land, not to 

give land to these colonisers which will further kill  the whole system and the whole 

system will get spoilt. India will suffer. All political parties, all leaders are the same, all 

States are the same. The policy of Tamil Nadu and Punjab Government is that they are 

subsidising on food. Wherefrom this money would come? It is again the taxpayer's money. 

Then every State would start this! They would subsidise food and that will not solve the 

problem. That will further complicate the problem. The States should not have this policy; 

the political parties should not have a slogan like this. We should go to the bottom of the 

problem and resolve the problem. Thank you for giving me this opportunity. 
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MR. DEPUTY CHAIRMAN: The debate on price rise has concluded. Only the Leader of 
the Opposition will be speaking before the Minister replies. The House stands adjourned to 
meet tomorrow at 11.00 A.M. 

The House then adjourned at thirty-one minutes past seven of the clock till eleven of 

the clock on Thursday, the 17th April 2008. 
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