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Hon. members are aware that India has
always desired a peaceful, friendly and
mutually beneficial relationship with Pakistan
based on confidence and respect for each
other's concerns. I have already said on the
floor of both Houses and I would like to
reiterate that a secure and prosperous Pakistan
is in India's interest. Our vision of our bilateral
relationship is not confind to a resolution of
outstanding issues, but is also directed to the
future by seeking to build a stable structure of
cooperation, which will benefit the people of
both countries. As I wrote recently to Prime
Minister Nawaz Sharif, we must not remain
mired in the past, prisoners of old contentions.
And I say to him today, let us put the past
behind us, let us think of the welfare of our
children and grand children. We have
remained committed to a path of direct
bilateral dialogue with Pakistan. This reflects
the nation's conviction and confidence that it
is only thorugh direct discussions in a
sustained and constructive manner that we can
move ahead in our bilateral relationship. |
would again like to reiterate our desire for the
earliest resumption of the official talks with
Pakistan. The subject for discussions
including peace and security, (along with
confidence building measures) Jammu and
Kashmir, = economic and  commercial
cooperation and cross-border terrorism have
been identified. Our proposals for the
modalities of these talks have been with
Pakistan since January this year. We await
their response. We have also made it clear
once again that there is no place for outside
involvement of any nature whatsoever in our
dialogue process with Pakistan.

Hon. Members have expressed strong
reservations against attempts to
internationalise the Kashmir issue. There is
simply no question of India ever agreeing to
such internationalism. UN" Security Council
has chosen to mention Kashmir in its
Resolution. This is unacceptable and does not
change the reality that the State of Jammu and
Kashmir is an integral part of the Indian
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Union. I would also like to draw the attention
of the Hon. Members to the terms in which
Kashmir finds mention in the Resolution. The
UN Security Council has recognised that
bilateral dialogue has to be the basis of India-
Pakistan relations and mutually acceptable
solutions have to be found for outstanding
issues including Kashmir. This is in keeping
with our position. Thank you.

DR. BIPLAB DASGUPTA (West Bengal):
Sir, it is a full-fledged statement. Can we
have a copy of the statement? Can we also
seek clarifications?

MR. CHAIRMAN: Earlier, you had agreed
not to seek clarifications. (Interruptions).

THE MINISTER OF INDUSTRY (SHRI
SIKANDER BAKHT): He was reacting to
the remarks made by the hon. Members.
(Interruptions).

DR. BIPLAB DASGUPTA: That is not
true. (Interruptions).

MR. CHAIRMAN: Shri Sikander Bakht.
(Interruptions).

DR. BIPLAB DASGUPTA: Sir, it was a
full-fledged statement. (Interruptions).

MR. CHAIRMAN: Now Shri Sikander
Bakht will make a statement. Copies of the
statement may be circulated.

STATEMENT BY MINISTER
Maruti Udyog Limited

THE MINISTER OF INDUSTRY (SHRI
SIKANDER BAKHT): Mr. Chairman Sir, I
wish to make a statement concerning the
dispute which has been going on over the last
year between Government of India and
Suzuki Motor Corporation Japan (SMC), over
the appointment of the Managing Director of
the Joint Venture Co. Maruti Udyog Limited
(MUL). A request for arbitration was filed
before the International Court of Arbitration
(ICA) of the International Chamber of
Commerce by SMC and the arbitration
proceedings are currently going on. As
Hon'ble Members are
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aware the automobile industry is currently
witnessing several important developments
with the approval of several new projects for
car manufacturing under the current policy of
the Government. MUL, which holds a
dominant share, in the market would need to
take note of the increasing competition and
undertake measures to sustain its market
share. The misunderstanding between the two
joint venture partners has been unfortunately
placing obstacles in this regard.

Keeping in view the need to settle the
differences quickly and concentrate on the
more vital questions of business development
and technology upgradtion, Government of
India have responded for a negotiated
settlement outside the arbitration proceedings.
I am happy to announce that Government and
SMC have signed a Memorandum of
Understanding and Settlement whereby SMC
will withdraw the arbitration proceedings
before the ICA.

Briefly, the main terms of the settlement
are:

1. The term of the present M.D. Shri
R.S.S.L.N. Bhaskarudu will be up to the
end of 31st December, 1999 and from 1st
January, 2000, Shri Jagdish Khattar,
currently Executive Director of MUL,
would be appointedas M.D.

2. The nominee of SMC will be
appointed as Chairman of MUL.

3. In future, all appointments of
Chairman and Managing Director by
either Government of India or SMC will
be only in consultation and with the
concurrence of the other party.

I hope now Maruti Udyog Ltd., will be able
to undertake all necessary steps to sustain its
leadership in the Indian Automotive industry
and grow from strength to strength to become
a truly global player with the full co-operation
of both the Government of India and SMC.
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SHRI VAYALAR RAVI (Kerala): Sir, if
we read the main terms of the settlement, it
appears that we have succumbed to the
pressure of SMC by conceding that from 1st
January, 2000 Shri Jagdish Khattaf would be
appointed as Managing Director. I would like
to know from the hon. Minister whether Shri
Jagdish Khattar is the nominee of SMC or the
Government of India. That is number one.
Secondly, if there will be Managing Director
from one side and Chairman from the other
side, what will be the position of Chairman
when the name of Managing Director is
suggested by SMC?

There is some confusion about the third
point. Term No. 3 says, "In future, all
appointments of Chairman and Managing
Director by either the Government of India or
the SMC will be only in consultation and with
the concurrence of the other party". So far as
the appointment of Managing Director is
concerned, it is the Government of India
which has always been doing it. Are you, for
the first time, going to give up the right of the
Government of India to appoint the Managing
Director? These are my three points. Thank
you.

SHRIMATI JAYANTHI NATARAJAN
(Tamil Nadu): Sir, I would like to seek a few
clarifications. The statement very carefully
sets out the date about the present M.D. Shri
Bhaskarudu. Is it a fact that the term of the
present Managing Director, Shri Bhaskarudu,
has been whittled down from five years to two
years? Also, earlier when the Chairman of the
Maruti Udyog Limited was always a
Government nominee, you have now agreed
with Suzuki to allow their nominee to be the
Chairman of the Maruti Udyog Limited. I
would like to know whether there is a
proposal to appoint a Joint Managing Director
nominated by Suzuki to have additional pow-
ers along with the Managing Director, which
will completely take all the powers and
control of the Maruti Udyog Limited out of
the Indian hands and would put it in the hands
of the Suzuki Corporation
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amounting to a complete sell-out of what we
have been trying to hold on to all this time. I
would request the Minister to respond to my
clarifications.
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Mr. CHAIRMAN: The Minister has to be
there in the other House by 2 o' clock. You
put your questions so that he can reply as
well.

SHRI MD. SALIM: . Without the back-
ground, I cannot put my question.

MR. CHAIRMAN: Do anything but he has
to go by 2 o' clock.
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MR. CHAIRMAN: The Minister has to be
there in the other house by 2 o' clock. You put
your questions so that he can reply as well.

SHRI MD. SALEEM: Without the
background, I cannot put my question.

MR. CHAIRMAN: Do anything but he has
to 20 by 2 o' clock.
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SHRI JAYANT KUMAR
MALHOUTRA (Uttar Pradesh): Sir, I want
to congratulate the hon. Minister and the
Government for the sensible
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decision that they have taken. We had nothing
to offer Suzuki in view of the new situation in
India in the automobile industry. Most of the
multinationals which are coming here are
owned 100 per cent by the foreigners.
Therefore, I have only clarification to seek. In
view of the restructuring that is taking place
all over the world, the scenario has changed.
Mercedes and Priseley are merging. Even in
India the situation is different. We are
allowing Hyundai; we are allowing a number
of multinationals to own their companies 100
per cent. I would like to know whether the
Government would now like to sell out its 50
per cent at the highest price because the price
they are going to get, now they are never
going to get again. With the market share of
Maruti likely to go down the price of Maruti
shares will also go down. Therefore, the best
price that they can get is now. I want to ask
whether there is any intention on the part of
the Government to disinvest this 50 per cent.

SHRI GURUDAS DAS GUPTA: Sir, it is
astounding. I must say it is astounding
because Suzuki had been putting pressure on
the Government of India when United Front
Government was in power to see that Mr.
Bhaskarudu was not appointed. Sir, I have no
preference for any individual. The point is, it
is a joint venture. Originally, the Government
of India had a leading share in the home
company. Unfortunately, at a point of time,
under whose advice I do not know, the then
Government had disinvested 10 per cent of its
shares to make it 50-50. Now the position is,
if it is 50-50, then Suzuki cannot veto
Government of India's nominee. In the same
way Government of India cannot veto their
nominee. Suzuki should be allowed to appoint
its nominee in the position they are called
upon to do according to the provisions of the
agreement. In the same way, Government of
India should be allowed to appoint its own
man. Sir, this right of the Government of
India was challenged by Suzuki. If we feel
humiliated because of the resolution of the
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Security Council, I feel humiliated by the way
the Government has bowed down under
pressure, not to the dictates of the
Government of Japan but to the dictate of the
Suzuki management. It is shameful. It is a
sell-out, it is not Swadeshi. Therefore, I would
like you to kindly consider it. Why should we
agree to have a short duration tenure for Mr.
Bhas-karudu? Why should we agree to have a

shorter duration of tenure for Bhas-karudu
who is our nominee? It means that we would
like to appoint a person according to the
choice of Suzuki. Why is Mr. Khattar being
appointed? He is appointed because he is a
nominee of Suzuki, he is not a nominee of the
Government of India. If we accept this, it
means in future also the Suzuki management
will try to interfere in the independent stand
of the Government of India which means we
are bowing down. We seem to bow down
under the pressure of Suzuki. If the prestige of
the country is not safe under the Government
led by the present Prime Minister with regard
to Suzuki company then the country will very
well understand what is the fate of the
country, while the present Prime Minister is in
power. This Government is too soft, is unable
to protect our interest. This Government bows
down under pressure. This 1is national
humiliation. This is a question of national
humiliation and national humiliation is being
perpetrated by a Government that speaks of
Swadeshi. 1t is a total sell-out. Sir, in protest
we shall walk out and we shall never consider
this to be part of an agreement of which we
are a part. We want this agreement to be
scrapped and if this agreement is not to be
scrapped, then the Minister who signed this
agreement must be asked to resign. I demand
the resignation of the Minister who has signed
this agreement. Under whose political
leadership this humiliating agreement has
been signed? I demand his resignation
because all along the United Front
Government has withstood the presssure of
Suzuki. All along the Government of Gujral
withstood the pressure

[RAJYA SABHA]

by Minister 324

of Suzuki but Mr. Vajpayee bows down
under pressure. This is how. the national
interest is safe in the hands of those who had
been speaking about the respectability of the
nation!

MR. CHAIRMAN: Shri H. Hanuman-
thappa.

SHRI GURUDAS DAS GUPTA: We
must walk out.

SHRI H. HANUMANTHAPPA
(Karnataka): Sir, I only need a small
clarification. The Government is converting
public sector undertakings just like Maruti. In
the agreement signed with Maruti Udyog
Limited there is a clause that all the policies
and programmes of the Government will be
implemented. Unfortunately, MUL has been
takinga stand that they are not obliged to
follow the reservation policy of the
Government. Who is looking after this? What
is the policy of the Government of the day
about reservation in services so far as these
companies are concerned? And if MUL
violated the reservation policy of the
Government, what action the Government is
going to take? ... (interruptions)...
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SHRI GURUDAS DAS GUPTA: We

equally condemn that.
(interruptions)...We equally condemn that,
(interruptions) We condemn that.

(interruptions) But this Government is
stepping into their shoes, (interruptions)

MR. CHAIRMAN: Let the hon. Member
speak.
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Everything has been done by you.
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MR. CHAIRMAN: Let the hon. Minister
reply now. He has to go to the Lok Sabha.
(interruptions) Hon. Minister, please.
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The Maruti Udyog Limited was going down
the drains...(interruptions)...
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We are equal partner in a partnership project.
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MR. CHAIRMAN: The House stands
adjourned till 3 o' clock.

The House then adjourned for lunch at two
minutes past two of the clock.

The House reassembled after lunch at four
minutes past three of the clock,

Vice-Chairman (Miss Saroj Khaparde): in
the Chair.

THE VICE-CHAIRMAN (MISS SAROJ
KHAPARDE): Now, I would like to take up
the Budget (General), 1998-99. The allotted
time for the discussion is 12 hours. The first
speaker is Dr. Manmohan Singh.

The Budget (General), 1998-99

DR. MANMOHNAN SINGH
(Assam): Thank you, Madam Chairperson.
Madam, the year that has gone by i.e., 1997-
98 was by no means a rosy or a cheerful year.
The rate of growth of the economy had
declined to about 5%. The industrial growth
rate had declined sharply to less than 5%.
Even agricultural growth rate had turned
negative. The export growth declined to an all
time low of less than 3% and prices which
had remained stable also started looking up at
the beginning of this year. Against this
background, it was indeed a difficult task that
the hon. Finance Minister faced and I do
appreciated his difficulties. At the same time,
I would like to submit through you, Madam,
that the economy is in a much better shape
than it was five or six years ago. We now take
it as a normal thing that the economy should
grow at least, at the rate of 5%. Our foreign
exchange reserves are
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close to seven months imports. While
there are negative feature in  the
economy, there are also several positive
features. Of course, we have to face the
effects of what happened on the 11th and
the 13th of May, 1988 and I do sincerely
believe that these factors ought to be
taken into account, if the economic
management of our country is not to get ...
into unanticipated problem areas in the
months that lie ahead. I am saying all this
to say that I do appreciate that the hon.
Finance Minister had faced a difficult
task. I begin by mentioning the objectives
he heighlighted beginning of his speech, I
have no quarrel with the statement of
those objectives as stated in paragraph
seven of his speech. These objectives are:
"Strengthen the foundations of the Indan
economy to deal effectively with an
inherently uncertain external
envoronment; reverse the decline in
agriculture and strengthen the rural economy;
restore the momentum of industrial growth,
especially of small scale enterprises, and
revive the captial merket; accelerate the
development of infrastructure; by these and
other means, rapidly expand productive job
opportunities; give special impetus to social
sector development; calibrate the pace and
character of integration with the world
economy, while strengthening India's
international economic position through
revival of exports and reduced reliance on
borrowed funds; ensure macro-economic
stability and control over inflation; raise the
rate of domestic savings to achieve higher
national investment and thus lay the basis for
faster. medium-term growth, supplement this
effort through foreign investment; and finally,
free the productive energies of our people
from unnecessary bureaucratic hurdles and
undertake reforms to raise the productivity of
our land, labour and capital."

I said, Madam, that I have no quarrel with
the objectives, as have been mentioned by the
hon. Finance Minister in the opening part of
his Budget Speech. But, Madam, I submit to
you that as I go
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through the Budget Speech and Budgei
proposals, I am far from convinced that these
objectives are going to be realised as a result
of the Budget proposals that the hon. Finance
Minister has presented to Parliament. I will
take one by one these various objectives and
show that there is a lot of unfinished business
ahead of us and prudence demands that the
Government take these uncertainties into
account so that our economy can be steered
along the desired objectives.

I take the first objective that is,
strengthen the foundations of the Indian
economy to deal effectively with an
inherently uncertain external
environment. [ have already mention that
although our balance of payments deficit so
far remain comfortable, our exports for the
second year in a row have fared rather poorly.
And if we do not do anything to reverse this
adverse trend in our exports, the credit
worthiness of our country can come under
severe strain. Yet, Madam, I say with all
respect to the hon. Finance Minister I do not
find any credible evidence in this Budget
which convinces me that the rate of export
growth in 1998-99 will be much higher than
what was the case in 1997-98. It has been said
on behalf of the Government that already they
have presented the export-import policy and
that, therefore, should take care of the export
problem. I heard once the hon. Commerce
Minister say that he was aiming at an
objective of 20 per cent growth in exports.
But, I do submit to you, Madam, that on the
basis of procedural simplifications and minor
tinkerings that were done in the Exim Policy,
it is far from certain that we will get
anywhere near the 20 per cent growth target
that the hon. Commerce Minister outlined. In
some ways this Budget would make the task
of the Commerce Minister more difficult than
ever before. While I will come back, later to
the effects of special additonal import, duty of
eight per cent, I would like to mention that it
would add to' the anti-export bias of India's
tariff structure.
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The tax on imports by definition is a
discrimination against export, it raises the cost
of production of a large number of
commodities and I submit to you that thereby
it will undermine the profitability of exports,
low as it is even now. The second reason why
I am worried about our exports, I will come
back to it a little later. As I see it, this Budget,
its resource mobilization scheme is highly
inflationary. Inflation already is running at the
rate of 6.5 per cent per annum. In my view if
things are not brought under control soon
enough, it is bound to accelerate. If the world
economy is moving at the rate of zero to three
per cent in terms of inflation and the Indian
economy's inflation rate forges ahead and then
there will be trouble for our export
competitiveness, more so because the supply
side effects of what has happened in South-
East and South-East Asia last year will be felt
by our exports much more severely this year
than was the case last year. Madam, if exports
do not grow, there will be a question mark
about our creditworthiness. There will be a
question mark about inflows of private
investment, both direct and portfolio. The hon.
Finance Minister has outlined a number of
schemes to attract inflows from nonresident
Indians and I wish him success so that these
schemes do succeed in attracting funds from
non-residents. However, my fear is that,
Madam if the economy
does not do well and in particular, if th.
exchange rate comes under pressure, then our
ability to attract funds from nonresidents
would also come under a question mark. I
have been looking at the figures of non-
resident  inflows in  1997-98.  Such
fragmentary evidence that I have with me,
tells me that both on portfolio account as well
as on direct investment account in 1997-98
there was a sharp decline in inflows from
non-resident sources, largely because of the
uncertainties of the exchange rate. If there
uncertainties increase in the course of this
year, there would be a question mark with
regard to our ability to attract inflows, larger
inflows, from non-residents.
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With regard to external assistance, it is true
that external assistance is small part of the
total flows. The indications that are being
given the postponement of lending by the
World Bank; the postponement of the lending
by the other multilateral agencies; I hope, these
are temporary measures. Of course, we should
face this unitedly. India is united on this. We
do not feel that these measures are warranted.
But, so long as these measures are in place,
we have to take note of their likely, adverse,
impact on our balance of payments position.
If this is not done, we will once again be back
in the foreign exchange constraint area.

The economic reforms which we had
launched in 1991, if they did nothing else, at
least, they did one thing. They freed India
from the dominant foriegn exchange constraint
from which we suffered for nearly forty-five
years of our existences as an independent
nation. Because the foreign exchange was very
scarce, a whole plethora of controls on
domestic activities, on international activities,
was a fact of life, which brought in its trail
corruption, delays and uncertainties. Because
our foreign exchange situation improved, we
have been, iff the last five-six years, able to
reverse this cycle and, therefore, free our
economy from a number of harmful
bureauratic controls.

My submission, therefore, is that if we do
not take care of the balance of payments
position—I submit, this Budget does not pay
enough attention to the balance of payments
managements—the Indian economy would be in
serious difficulties and we might, therefore, go
back to the old era of controls which none of
us want to bring back.

This is my first worry.

The second objective that has been
mentioned by the hon. Finance Minister in his
speech is: 'To reverse the decline in agriculture
and strengthen the rural economy.'
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Nobody can disagree with him that
everything possible should be done to
strengthen the agricultural economy to ensure
that our agricultural and rural economy
generates a lot more productive jobs than has
been the case in the past, more so, in the
backgroud of the two per cent decline in
agricultural production last year.

The Finance Minister has increased the
outlay, Plan outlay, on agriculture by 58 per
cent. I welcome that. But Madam, one has to
notice that the Central Plan outlay on
agriculture is a very small part of the total
Central Plan. If I remember correctly, the
outlay on agriculture is not more than 3.7 per
cent of the Central Plan outlay. Therefore, if
we were to believe that because of the small
escalation, Indian agararian prospects are
going to change dramatically, I think that
would be a statement which is not warranted.

The problems of agriculture are manifold.
They require an in-depth analysis. In some
ways, I submit, Madam, this Budget has made
the task of agricultural growth rather more
difficult. Take, for example, the effect of the
increase in the price of urea. I would not like
to comment more on that. There has been an
extensive discussion on this subject. This
twenty-seven per cent increase in the urea
price, whatever might have been the rationable,
does put a burden. It has been reduced to half
now. Even than, it does affect the income
position -of the small and. marginal farmers. But
what is more significant is the levy of excise
duties on a whole range of agro-based, agro-
processed activities. Our Government, as a
conscious decision since 1991, had sought to
reduce and ultimately eliminate the excise
duties on agro-processing activities because we
felt that if we wanted to increase employment in
the agro-processing activities near the places
where fanners lived and worked and at the
same time if we wanted to ensure that the
farmers got more of the consumer income, a
dynamic agro-processing
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activity was the best possible way to bring
that about. But, I find that a large number of
items in this Budget have been subjected to
duties at the rate of 8 per cent, whereas there
was zero duty. These are butter, cheese, ghee,
milk powder other than infant feeding, spices,
packaged tea, malt, preparations of meat and
fish, roasted chicory and coffee substitutes,
edible preparations like sweat-meats and
namkeens branded and made in factories,
dairy machines and parts and tractors with
engine capacity not exceeding 800 cc. In
respect of these, there is increase in excise
duty from zero to 8 per cent. The profit
margins in most of these activities tend to be
rather thin. It is a very heavy burden. It will,
therefore, cripple the growth of this dynamic
sector of our economy. If you take this into
account, I think, the overall impact of the
Budget on agricultural and rural economy is
going to be far from being favourable. I do
hope that when the hon. Finance Minister
replies to the debate in this House or in the
other House, he would have this matter
looked into once again.

In the same way, as far as the rural
economy is concerned, Madam the prog-
rammes of employment, which were greatly
revamped when the Congress Government
was in office, I submit, have received rather a
stepmotherly treatment. For example, in the
area of rural development, in the 1997-98
Budget, the provision was Rs. 5,875 crores.
In the revised estimates it feel to Rs. 5,314.91
crores. In the budget estimates the figure goes
back to Rs. 5,881.69 crores which is the same
figure that we had in the budget estimates for
1997-98. If this is the trend that you are going
to set, obviously rural development, rural
employment and special programmes for
rural development are not receiving the
attention they deserve. I submit to the hon.
Finance Minister that this is a matter which
also requires a fresh examination if we are
serious about creating new job opportunities
and creating new safety nets in rural areas of
our economy as we must.
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The third objective that the hon. Finance
Minister mentioned was to restore the
momentum of industrial growth, especially
small-scale enterprises, and to revive the
capital market. Here also, Madam, I submit to
you that the outcome is not likely to be the
outcome

that the hon. Finance Minister desires and we
all desire. For example, the industrial growth
rate has slumped to 4.6 per cent in 1997-98. A
spokesman of the Finance Ministry stated at a
Press conference that the Government was
aiming at 10 per cent industrial growth rate in
1998-99. I would like to hear from the hon.
Finance Minister what has convinced him that
the industrial growth rate would go up from
4.6 per cent in 1997-98 to over 10 per cent in
1998-99. Madam, there are constraints both
on the supply side and on the demand side,
andi am convinced that this Budget does not
tackle effectively those constraints. Therefore,
it would be much too optimistic to assume
such a strong spurt in the ra'te of industrial
growth. I know that certain segments of our
industry are characterised by idle capacity
and, maybe, more demand could help those
sectors. But what are the sources of demand?
In any economy there are three sources of
demand. First, the export demand that I have
already mentioned. The export growth is
pretty low. There is no indication that exports
are going to perform the dynamic role that
they ought to do in any programme of
demand expansion. As far as the domestic
consumption is concerned, my fears are that if
inflation  rate  accelerates, = consumers'
confidence will also be weak and if
consumers' confidence is weak, you cannot
expect consumption to spurt to bring about
the desired acceleration in the rate of
industrial growth. Now I come to the
investment activity. Now, the investment
activity takes place both in the public sector
as well as in the private sector. What is
happening in the public sector? The total
expenditure of the Government, particularly,
the Plan expenditure has been increased very
substantially from Rs. 81,033 crores to Rs.
1,05,187
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crores. There is nearly a 30 per cent increase
in the Plan outlay with regard to the Revised
Estimates. If you compare the Budget
Estimate of 1997-98 with the Budget Estimate
of 1998-99, then, of course, the picture is
much more than modest and, therefore, these
claims appear as exaggerated. But I do not
want to go into that. Now, how is this Plan
going to be financed? There is a budget
support increase of roughly Rs. 8,835 crores,
26 per cent increase in the budget support.
There is 33 per cent increase in the internal
resources and extra budgetary resources. My
own fears are and I say so with all respect that
we have seen in the last 2 years large
increases in the Plan being presented to the
Parliament to win acclaim. But when the
Revised Estimates are presented, there is a
shortfall. In 1996-97 Budget there was a
shortfall of nearly Rs. 10,000 crores in the
Central Plan. In the 1997-98 Budget again
there was a shortfall of Rs. 10,000 crores in
the Central Plan. Therefore, my fear is that I
will come to it later on that the revenue and
resource mobilisation expectations of this
Budget are rather optimistic. Thus there will
be a question mark about the Government's
ability to step up plan outlays, as planned. The
ability of the Government to spend this order
of plan resources will be seriously in doubt
unless it went in a big way for pump priming
or detficit financing. It there is a lot more
deficit financing, there will be a lot more
inflation or there will be a lot more pressure
on the interest rates. Even now I feel that the
financing pattern of this Budget with the fiscal
deficit being pegged at 5.6 per cent of GDP is
unrealistic itself. I have doubts whether the
fiscal deficit of J997-98, when the actuals are
presented would remain at 6.1 per cent of
GDP. My fears are that actual figures of 1997-
98, when they become available, would
probably show a slower growth of tax
revenues and a higher fiscal deficit. If that be
the case, I think the revenue estimates of this
Budget would appear all the more ambitious.
But I do not wish to go further into that
direction. The Finance Minister has one
advantage that
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the retirement age being postponed, it gave
him manoeuvrability of Rs. 5000 to Rs. 6000
crores so that he could bring the fiscal deficit
straightway from 6.1 per cent in the interim
budget to 5.8 per cent or 5.9 per cent of the
GDP. But I do submit that I am not convinced
that the Government will be able to mobilise
the order of resources they have budgeted for
the plan either by way of budget support or by
way of internal resources and extra budgetary
resources.

If the experience of the last two years is a
guide, they are being over-optimistic. That in
the language of Dr. Johnson, in the light of the
experience of past two years, would be
considered a triumph of hope over experience,
and I would like the hon. Finance Minister to
tell us what is it that convinces him that the
next year is going to be different from the
previous two years. What is it that will make
the revenue buoyancy more than what it was
in the previous two years? What is it that
would make the internal resources and the
extra budgetary resources of the public sector
more buoyant than they were, particularly
when we hear, for example, that there is
considerable uncertainty about the extra
budgetary resources likely to be raised by the
Power Grid Corporation and other public
sector opened through loans from the World
Bank. And also, if the capital market does not
revive, if the capital market remains in the
doldrums, the ability of the public sector
enterprises to raise resources in the internal
market would be subject to a question mark,
and if the balance of payments comes under
strain, then our ability to float bonds and
debentures abroad or GDR would also be
subject to an element of uncertainty. The
programme of disinvestment would also get
into difficulties. In the light of all these
uncertainties, there is a fear that the expected
stimulus that the hon. Finance Minister
projects from the expansion of the plan for the
industrial economy, will probably, not
materialise. I have seen a hurried review of a
very famous credit rating agency, CRISIL, of
the impact of the Budget, and it has been
printed in the "Business
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India" of Ist, 1998, and the CRISIL review
shows that all the 32 industries that they have
studied, probably, the Budget would have a
favourable impact on eight, on thirteen, it
would be neutral, and as far as eleven are
concerned, including automobiles, cigarettes,
electrical goods, personal care products, ai.-
conditioning, food products etc., the impact
would be negative, So, in the light of this
mixed picture, I would like to hear from the
hon. Finance Minister as to how does he
expect the industrial growth rate to go up
from 4.6 per cent in 1997-98 to 10 percent in
1998-99?
L

As regards the small-scale industries, I
agree with the hon. Finance Minister that
everything should be done to help the small-
scale industries. He has raised the exemption
for central excise limit and I welcome that.
But I would also like to submit to him that
while considering the effect of the Budget on
the small-scale industries, he should take the
picture in totality. This eight per cent special
non-modvatable duty that he has levied will
hurt most small scale industries who were the
beneficiaries of lower import duties on raw
materials in the last six years. Domestic
manufacturers who get additional protection
through this import duty have already began
raising their prices. So, this import duty will
be an additional burden on the small-scale
industries. This will more than neutralise the
raise in the excise exemption limit from Rs.
30 lakhs to Rs. 50 lakhs. Furthermore, the
Prime Minister mentioned a few days ago be-
fore the Budget was presented that he is going
to reduce the investment limit for small-scale
industries from Rs. three crores which was
done by the previous Government, to Rs. one
crore. If that is done, that would also hurt a
large segment of small-scale industries.
Therefore, Madam, I am not convinced that
this Budget would restore the momentum of
industrial growth, especially of small scale
enterprises and revive the capital market to
the extent that the hon. Finance Minister has
mentioned in his Budget speech.
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The hon. Finance Minister refers to
accelerating the development of the in-
frastructure. All of us are one with him that
infrastructure today is a big bottleneck in the
growth of our country. I welcome the
increased outlay for the infrastructure sector. I
would submit to you, Madam, there also, I
have great worries. Take, for example, the
outlay for the power sector or the outlay for
the coal sector. The Budget allocation, the
Budget support, is a very minor part of the
outlays for power as well as coal. The entire
additional thrust is to come from extra
budgetary resources, borrowings etc. And if
there is a question-mark on these extra
budgetary resources, then I think the picture
of the power, the picture of the coal and some
other infras-tructural projects may not be very
bright. The experience of the last two years
shows that there are bottlenecks in the
infrastructure sector, and that these sectors are
unable to spend even the monies that have
been allocated for them. There is nothing in
this Budget which convinces me that in the
nine months or ten months that lie ahead of
us, these constraints, these limits on the
absorptive capacity of the public sector would
not operate. In fact, the situation on the power
sector looks more bleak than ever before. This
Government brought an Ordinance which
promises some streamlining of the man-
agement systems, some streamlining of the
tariff practices, but from newspaper reports, I
see that now, there is hesitancy, and if we do
not reform the power management system, if
we do not reform the power tariff system, then
we might as well say a goodbye to our a
ability to be able to raise more resources,
either through the public sector or through
borrowings, domestically or internationally,
for the power and the coal sectors.

The hon. Finance Minister has thought of a
novel scheme. He has mentioned that the
State Electricity Boards owe to Central
enterprises about Rs. 10,000 crores. How has
the situation arisen? It is because the State
Electricity Boards are not able to recover
from the consumer
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the coast of power, and, therefore, they are not
able to pay to the Central utilities such as coal,
railways and power corporation all the dues.
The Finance Minister has said that he will
securitise this debt. I submit to him that would
be a disastrous thing. These are receivables
which the State Electricity Boards are in no
position to pay for and you are saying that you
will give a Central Government guarantee for
the recovery of Rs. 10,000 crores; This
amounts to nothing more than an additional
deficit financing of Rs. 10,000 crores. This is
not the route to build the infrastructure. As the
economists say: if there is a distortion, we
must correct it at the source, rather than,
tinker around or circle round the problem. My
fear, therefore, is that the development of
infrastructure will not take off in the manner
in which the hon. Finance Minister desires in
which we all desire because I fear that there
will be problems in raising the extra
budgetary resources that are built into the
scheme of fincing involving an increase of 33
per cent in internal and extra budgetary re-
sources of public enterprises. I feel this
increase, is much too optimistic taking into
account the state of Indian capital market,
taking into account the state of international
capital market and also taking into account the
fact that no effort is being made to streamline
the management systems in these enterprises.
We all know for example that a large amount
of money can flow into the telecom sector.
But there have been problems, problems
between the Department of Telecom and the
Telecom Regulatory Authority of Iadia, in
these areas. These are not the creation of the
hon. Finance Minister. But these are problems
which need to be tackled. There are other
problems with regard to financing of these
new canities which have gone into the
telecom* SeMor in the belief that the market
would expand much faster than what has
turned out to be the case. Therefore, they are
asking for postponement of licence fees,
postponement of payment of licence fees and
logner licence period. Now so long as
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these issues remain unresolved, even in areas
where more investment can take place there
would be a question mark. Therefore, I have a
fear that even in the area of infrastructure not
all the problems have been taken care of in
this Budget.

Madam, as regards the next object of the
hon. Finance Minister to create repid-ly
expanding productive job opportunities, we
are all one with him. We need more growth.
We also need job intensive growth. But how
are jobs going to be created? The Finance
Minister, of, course, has not made any
mention of what sort of economic growth rate
he is targeting at. We had last year a growth
rate of 5% plus. We have to raise the growth
rate to 7% or 8%. This was mentioned in the
National Agenda of the ruling party. It was
also mentioned by the Prime Minister when
he inaugurated the conference of the
Federation of Indian Industry.

I don't get the feeling that the Finance
Minister feels confident enough to promise
this House that he has a Budget which is going
to put us on the growth path of 7% to 8%. My
own feeling is that if due care is not taken
about the management of the balance of
payments, the uncertainty with regard to the
exchange rate, the uncertainty with regard to
the interest rate, the uncertainty arising out of
the high fiscal deficit, the economy may get
well stuck into 5% or 5'/,% or growth rate
path. If it happens, where are these jobs going
to come from? Now we can, of course, have
some social safety nets. These social safety
nets must be created and I compliment the
Finance Minister that he has though of
expanding the area of social safety nets. But
all these things can be financed only if the
economy, as a whole, is growing and growing
fast enough. If the economy, as a whole, is
growing at a rate of 5% or 5'/ 2%, there will
be a lot of difficulty in finding adequate
resources for the employment-oriented
programmes, for the social sector programmes
and for other job-oriented programmes which
the cpun-
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try wants and which the Finance Minister has
himself emphasised. I would like the hon.
Finance Minister to assure us about his
strategy to raise the economic growth rate
from last year's 5% to, say, 7% or 8%. What
is that strategy? That certainly does not
emerge from the Budget Speech or from the
Budget papers that I have with me.

Madam, the hon. Finance Minister has
mentioned the need to give special impetus to
the social sector development. I agree with
him that we need a lot more investment in the
social sector. I read the National Agenda.
Despite all this talk of spending 60% of Plan
funds on agriculture and rural development,
the calculations which I have made show that
the figure in this Budget comes to the same as
that of last year, i.e., 11.3% I hope I am
wrong. But the Calculations which I have
made show that there is no major thrust in the
direction where the Government said that it
was committed to spend 60% of the Plan
fund, that is, on agriculture and rural
development.

We were told that this Government would
stand by the national goal of spending six per
cent of the national income on education. I
compliment the hon. Finance Minister for
increasing the outlay on education by 50 per
cent. But it appears to me that this growth is
not on account of increased outlays on
primary education-linked programmes
because the largest component of the increase
of Rs. 2,300 crores is because of the
provision of Rs. 950 crores for payment of
salary to the university teachers on the basis
of the Fifth Pay Commission. This is
essential, But the primary education does not
received the attention that was promised in
the National Agenda and which our country
needs if we have to get rid of this chronic
backlog of illiteracy that still afflicts millions
and millions of people in our country.

The next objective that the hon. Finance
Minister has mentioned is calibrate pace and
character of integration with the world
economy while strengthening
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India's international economic position
through revival of exports and reduced
reliance on borrowed funds. I have already
dealt with it. I see nothing in this Budget
which gives me confidence that India's
exports are going to get a big boost as result
of this Budget. I would be happy if the whole
of our development can be financed by
increasing the rate of domestic savings. The
Finance Minister has talked in terms of
saving rate of 30 per cent. But I don't get an
indication from this Budget that we are
moving in that direction. The fiscal deficit is
still as high as 5.6 per cent. My own fear is
when the revised Estimates' are presented, it
would exceed six per cent. The revenue
deficit which represents the Government
consumption, still remains at last year's level
of three per cent. Where are the savings going
to come from? If inflation accelerates, and
inflation is the worst and most regresive tax, in
that case people's capacity or ability to save
would suffer. Now if our domestic saving rate
is not going up, if the Government's saving
rate is not going up,—if the export growth
rate remains stagnant and if the international
flow of funds also slackens, then we are in for
a trouble.

So far as the scheme of special import
duty that he has devised is concerned, he
should have a second look at it. It has
generated in our country an all-round
cost push effect on prices. This is the
bonanza which even the members of the
Bombay Club did not expect. Most of
them would have been happy with much
smaller increase, particularly after the
depreciation of the rupee in recent
months. They have given you a
representation saying that they would
have been satisfied with five per cent
increase. But you have gone ahead with
eight per cent increase. My own fears are
that if we take into account the combined
effect of your levies on customs, if we
take into account the combined effect of
your excise duty, you have imparted
strong cost push effect which would
strengthen the inflationary processes, and
would weaken international
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competitiveness of our exports, it is not going
to strengthen India's balance of payment
position. If inflation gets accentuated, there
would be pressure on balance of payment. If
exports don't grow, our ability to attract funds
even from non-residents will come into
question because there will be a question
mark on the exchange rate. Therefore, I have
worries on this score.

The Finance Minister then goes on to say
that his objective is to ensure macro
economic stability and control over inflation.
Madam, this is one area where I feel that this
Budget has very strong inflationary
implication. I for one believe that we need in
this country a growth rate of seven to eight
per cent. But we should aim at an inflation
rate of less than five per cent. It is because I
do believe that inflation is the worst tax that
we can inflict on the poor people of our
country. Government employees, employees
in public sector units, business men, they all
have arrangements on their income to
neutralise the impact of rise in prices. But a
great majority of our people, who are self-
employed people, particularly the agricultural
workers do not have any indexation formulas
available with them. Therefore, every effort
should be made to reduce the rate of inflation.
The inflation rate was about 5 per cent when
this Government took over. It is already about
6.5 per cent. If the Government's spokesmen
are to be believed that the Government is
aiming at the nominal income growth of
abou.t 15 per cent and the grwoth rale of real
national income of 7 per cent which, I doubt,
they will be able to realise, then even on their
own reckoning, they are aiming at an inflation
rate of 8 per cent which, I think, in the present
circumstances is intolerable. It will give rise
to intolerable increase in inequalities of
income and wealth and it will be counter-
productive. Therefore, I do not believe that
this Budget makes a contribution towards
economic stability. I for one believe that its
targets with regard to growth of national
income in
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real terms are highly inflated. I also believe
that its estimate of inflation rate is a gross-
estimate. And I also believe that its estimates
of revenue projections—net tax revenue
going up by 18 per cent; corporate tax
increasing by 24 per cent; customs duty
increasing by 17 per cent; gross excise
revenue increasing by 23.5 per cent; net
excise revenues increasing by 22 per cent and
internal and extra-budgetary resources of the
public enterprises increasing by as much as
33 per cent—are mere projections, and if I
put it moderately, these are extremely
doubtful propositions. And I say so on the
basis of the experience of the last year. If the
Finance Minister believes that this year's
experience is going to be different from that
of the last year, I would very much like him
to enlighten us on this aspect. There are also
other sources of worry. I think that I look at
the fine print of the budget papers. I find that
the Finance Minister has taken credit for Rs.
4,200 crores of transfer of profits from the
Reserve Bank of India. Strictly speaking,
these are not resources but these are as good
as monetisation of the deficit. Last year, the
Budget figure was Rs. 2,500 crores. This
figure going up to Rs. 4,200 crores implies
one or two thing that the Government has a
massive borrowing programme; and a large
part of it would devolve on the Reserve Bank
of India. If that happens, then I suspect that
inflation will get out of hand. I would like the
hon. Finance Minister to enlighten us as to
what is it that is going to happen when he
says that next year the Reserve Bank of
Inida's profit to the Government of India will
increase from Rs. 2,500 crores, after
adjustment for exchange losses, to Rs. 4,200
crores.

Similarly, the concessions that have been
made on petroleum products, the concessions
that have been made on urea, they will also
add to the deficit. Certainly we would like to
be enlightened about the modest increase of
14 per cent in defence expenditure. Is this
sustainable? The hon. Finance Minister,
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has stated in his Budget speech, that he would,
of course, provide more money if it is needed.
As it is the Budget presents a slight fall in the
ratio of Government's expenditure on defence
and nobody takes it that the expenditure on
defence woulrf be stabilised at the level
mentioned in the Budget Paper. Therefore,
whether I look at the revenue side or at the
expenditure side, I have many question-marks
with regard to realism and relevance of figures.
My fears are that if the fiscal deficit is
understated, if this fiscal deficit is financed
through borrowings from the market, then the
interest rates would rise. If interest rates rise,
private investment would become a casualty.
The capital markets would remain depressed
and the ability of the Government to raise
resources by way of disinvestment will be a big
question mark. If, however, the Government
finances its expenditure by borrowing from the
Reserve Bank of India, inflation would
accelerate. Acceleration of inflation will mean
pressure on the balance of payment and the
exchange rate and the inflow of resources by
way of non-resident funds, by way of portfolio
and direct investment fund will slow down and
this situation could get out of hand. And I
conclude, madam, by saying that we live in an
increasingly inter-dependent world. It is also a
highly uncertain world. I sincerely hope that the
hon. Finance Minister is right that despite what
some powers are doing to isolate us, the so-
called sanctions *will have no effect on our
economy. We are one with the Government in
saying that we should stand united to oppose
these sanctions and to face the consequences of
these sanctions. But the Government does not
help matters by telling the people that sanctions
will have no effect, that this is business as
usual. If you have any superior wisdom, please
share it with the country. If you are just trying
to postpone the evil day, then you would have
created a climate of complacency which will
cost this country very dearly. Therefore, I
conclude by asking this Government to come
clean on this issue of sanctions. If it is
your
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considered judgement that these sanctions are a
trifling thing, we don't have to bother, well, the
country would feel reassured. But if it is that you
are not sharing with the people because you don't
want to create unnecessary uncertainty, then my
fear is, that in the modern would, Governments
should not assume that they can keep all these
things to themselves. There will be rumours,
some right, some wrong. Already, if you read the
financial literature, I do not think most people
believe the Government's word that the direct and
the indirect effects of these sanctions are as small
as the Government believes, and that is why the
capital market, the portfolio investor's behaviour,
is not in line with the assumptions that the
Government is selling to the people. I, therefore,
earnestly request the hon. Finance Minister to
enlighten us on these subjects so that the country
as a whole is prepared to meet these massive
challenges that lie ahead, to work together as a
united nation, to strengthen the growth impulses,
to strengthen the impulses of social justice, to
strengthen the impulses of self-reliance. Thank
you, Madam.

Mo o/ AR we@a (fReell) : Suwee
ARG, S0 AHIET R7g Sft 9 it 39 qole W
31 faaR gae fry | e10 weHET Rig Sff 9ga
I A fAgive & | =i+ I 5=t Sft & aore
& U [t vraenl a1, af BeHl B W e
2, 1T B SBIH JATHIV STRex ST Bl & b 39
o St |IE Y § 98 e 99 9 e |
ST STeb! T ATl & JAder H A A fob il
T ATIBIY The BT & ST 9 H AT #301 <i
P SR fIaIR HRAT 1Ry |
aul F H Al AR YE A B1 § , BY Ao b
91 S ARBRI YT Bl & 98 Ye! Pedl & fh
BT BT IR B IR T} TSI | $10 HTHEA
g <ft & ft ue a6t &) goTe & T9 gkl IR g0
TNE B! 91 BBl TS AR AW U8l O 24 TR
TP B AL 91 a9 ot I
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e T, {6 SHBT Bls IR s W T8
TSN | HEME B1 PV SRR TS bl & a8 Al
AT oR | fa w20 ST 1 9@ faaR &R 9y
[

4.00 P.M.

H Sl 9 a1 A Al HeHd g P 3 & ol
BT &, 91 & onf¥e fRuforr o g8 €, 39
WRBR BT Al 3T ST HEH 1 8Y ©, 3R Sl By
H,39N #§, THae #, 39 oo fAerN @ o)
I oS 8, 3 waa § 9gd € Ha19E 8 8k 9ga
B FEHRG = AR 37 IR yRFRRAf o |
BU oIl PIs ATeTT goIc Bl & 78] Al | § e
PHE & I BIS MY goie & IR AR FHRImai
BI P IY 3 B B 1 ¥&1 & | I8 Al g WRIG
Rl # ges 98 sreeT guic g9R |9 fa<
A S AT |

HeIedl, § $B [l P U8l Soold BRAT
safg ared § & 99 drsfifed e 4 &
ITH A §B BT AT (8 STt A de1hd B gY
M Sl 81 fhar ® | S PaT b viidear
IR 58 HfIeTd €FRIRT &1 waen= fhar T, I8
95 38T 91d 7, W= I (e % fog 13
RI & fHtor & o7 1600 FRIS TIT W TV R |
TN et B 7T 1600 PRI BUY W Y B |
TN et & 7T Hopr @) FE™T fohe= ofiwor &
3iR w1ia # ot fore e & go-inafet gedt o
8! &, I8 FIP! AlGH © | Ugell IR 1600 BRIS
BUY ¥ 13 oIRG ERY BT 39 Alel 40T R Bl
AT 8 | U g i) | G T e ggar &
foTT 1627 HRIS BV W Y ¥ | Ui A1l | g
g 'R_1 H I 1 9T ugam & fog e g
U g TR RN, Uid o sfaeeH, uie o
i S SRTT, ga SFTE OR 0N BT O T §
| I g8l a9 § € Ud o War § §F &1 g
UgATI, I8 HIs AERY a1 781 2 | 50 AR J&I
BT, TN BT 59 IY JGIARAT U3 & STIE 8 |
3 g faeramsit ®f et Bidedt 9ffhe W &
ST WETIT &1 ST RET & | 10 g BRI H Geaw
IATer 1Y SIUA | 9K —9R $al offdl & &
Siex fSfERfamem glar 7, dfeesii & | sy
BT &, Aleell Wpoll § T8l ST, Al Bl
o1& v &1 Bieh, I8 IR-9R HBEl af S of
QIfeee fopelt =7 391 e & v 91 o | I ugen
IR 39 I | BT & 50 AT H AfgaAai 3 e,
ENER
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B Rian feger F:ged o= < Sy 9ve Igee
TP, SAD] UTGL Ugell IR 39 goic 3 fhar T
T 3R 39 oY 100 HRIST SUAT @1 T B |
arefrai a8t e frege ) e €1 oY, TR BT
UEel IR S goic H Uy a1 T R 12 I
RIférd SRISFRI & 110 HRI$ $UY 3@ Y ¥ |

STy, SISt & wedror & forg +ff
Tgd Al A T TS B 1 IR U TP <D Bl
M {3 gore N B, R ier & & # vgelt
IR S 8 97 DI TS §, ITBT Sooid fHar g |
HEIGYT, 37 AR 1Al & 91 i1 9 R a1
e R1g it 3 B2, § ST 7 &= argdn
g b 599 <% ) RaT W 14 vRRr @4 gern
T 8 3R IBH FE fF S9! T WA IN
HHd 2 | FH3 qu1 | 39 919 W a1 93 9IR 9 T
&l ot o5 gren W @Al H9 FR e Sy, gRan
W | 9gd SAET 8 | I8 W P Sl & P 37
9 1 &1 M1 &, A 9ISl B iR gReT R W
P IR H B IR Ps d¥E DI AU BT B | F I8
Eﬁ:ﬂiﬂgﬂT§ﬁ7 National security does not come
cheap. I8 PIs AHRY a1 8! & | TP BIR AT
DI AR AR BT FIY FST BRYT IS 8T 2 [$
B EHRIT T P GRET R & el &, 91 &l
de¥e St & dio T8 Ry | e | gw
TR, 8% R SH AU A3 Bl A Fiehas
BRIR T2 AU 3R 3HF BRI AR U TR
AT T I8 <27 I ET 3R U §OIR ATl DI
A & 918 WY B9 9 91 Bl 7 ARG AR 2 B
GREN &b I H AEAYH A 81, A1 g1 1 © (5 I8
I T8 BN | H 1 I8 HEA1 91edl g (b I8 14
URUT BT ShINT STHR B 7T © b s9H SaTaT
ghiol & RA™Y A5S W | RITY AISS W 56190
BT TS T 36 FOIR 99 IS F 41 BOIR 200 BRIS
BT 3R I 3 g5pIol & | freras ok 94 St
1 Ra=g w1gs 2, 9 Bt dgs 7, Sef 9aqd
H gwpiol BT =13y, S9H d 10 9 11 IRAC B
ShIST & | 89N A1 ARI &b 4 IR-IR I8
HE T2 ¢ {5 30! 31 1fdres e=RifRy ARy | oy
S I & Q1Y IHBT Sl SGHUS 2, ATSTH DI
5.66 TRHT ¢ SIEIN &1 b o=, wifem &1
6.99 & 3R EART & 2.41 89 2.4 ¥ 371 T8I 9g Y
2 3R IR-9R S fad 7= S & T@i | it war
TR, T UH
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5 SITE ugl Y, S foram wam o b fp fetha &
B PIS SITET gpISl 81 @Y, e dey
faegel g=pIct 81 B | 3AAY TSIRTIT DI BIg S
TE! BT AT & 89 DI agd a1 gg B A
SHEI PRIR R .

o #=ft <, 79 v § g forg e &4
TSI ANRY | 3 BH AV I o1 8 Al I
A1 AATSed BT Al 8, YAk JuTS o
BT AW 8, AR Wl S TRE B IS 89 59F A1
SIS gt | UTfhRaa™ 57 ARE &7 aTaraxor g1
BT 8, HHI-HH 3T SAT YIBAT G BT HichT
fyeraT & d7 SO UaT e ® T 1 yeR awi
oo ST 38T § 3IR 89R S & il &l | HSH™
B PR B 18N 8, T T AR W Hwop fag
ST Y8 T, I R § SIS BT qITaRoT T B 6
PIFTET B 7 XET ¥ | 38R BAR fad 73 by ¥ &
5 & RIRRE W) wai warer 8 931 W@ 2,
G STHR &

ARIEgT, TeFd RRRE) ar 98 Yadeid
frRE &1 @ Seda Rk =81, e
IfheaT BT 3MS0THO3MS0 &l YRIfadIs &
PR EAR I B Se-ial RS Ty # 1t g8
2, gafey Sed RreReEY & fog & wmaem
FTT 81 A118Y | Heledl, 4 <1 & & gfer™ &1
Sil @9t 8, ITH W BIS W TG T8l DI TS 2 |
I 9gM BT oexd 2 | RIaaiRE & deax BIg
STEsl A TR 8§ | e ReiRE, geeia
R 3R P HUR TART g forord YoriiaT
DI SITGT ATHAAR T DI ST’ 8 | FART Gferd
BRI B SITGT MY THaH SRR I B ST © |
I srdpard) IRl & a1 & forg Aorqa
TAM B SR B 3R 39P oy ot g
BT AR | gAR fa #2ft Sft 3 ®ar ® f6 89
291 ot R & fore R off em=ifdr =nfey,
IIH I8 PIg HUR 718! BIeH 3R 91 STo)d Bl
S X1 BN, H FHCr g b 99 Sredre @l
SR A 9 3 S a1 BT &7 ] |

IS, SO a1 § I8 Pl aredl § (P 84
S & ugel 7 I H o1 Y STUEH IR, UNY
A eI &) efic | &q 1380 FeR R E | fUwe
50 91 ¥ B 1389 I UR &1 Ugd U 8 | § s
g o fag =30 S 71 31e0 @ed SaIY 2 3R W
faear & % S9®1 TSI 5 a9 9 e ol
FART YA 8T AT fh 897 5
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gut § g9 Aed e @ efe 9 gfer &
Ugel 20 M H 377 Y 3R IHF oIy Fad ugel
STedl © o S R s e Sy |
<2 BT P GARSIT & th & SR IO Y TB
Bl A ST R &Y 9 dr & A
J e T8 | Bel-wnfi ax =Ry,
STARIT Bl HH HRAT AMRY, $HD RIATD Th
TR g 77 forasT aRvIH g gan fh gAR
Y P SR HH B ol B, 3R I W HH B
% 8, IRIURI <21 H 59! U1 A1 H S W&
2 ife T gR I8t o) I STeeReT 9gd a9
TEIE T

TSN, ST B R & fo1, Y avif o
B B & 1T e =R 39F TR )
g B ARy IR S forw gafeq @ik -
AT 7 B FaRAT PR B AR HAT S Bl
&I T AIRY | 3R ST 331 a¥les
godl Sl 1 gFa fen @) e 9 89
=

HEIEdT, AR a1 § g8 P aredl g @
POl P Sl AhSTd H 89 B4 T 7, 98 RAfy
T WIBR § | 10 AT {8 off 7 3rqq
MG H 984 <S! a1 dl oY, 39 5 auf
Ps SuAfE e off afe I o fageh weif @
3R faceft ®ol & ST S 89R 3SR &7 Bl
¥, S99 BRI SHITH! B BTaid 9T B o 87
HEIST, 39 ATd B e \aY & 1,61,994 PRI
A & 3R g9 S AR § 1,75,000 BRI
BT T EHRY See Na=y o 3iR AMH-Cadd
T TR, S wTET B9 ST AfdR § |
AR, 39 AT 8, 1,00,253 BRIS BT ST
YT PR B 3R SE% UHE B 75,000 HRIS BIY
| 379 FaTe IS & b &H 3PI YRT B3y A ?
BRI NI § 1,61,994 BRI$ BUY 3R ST
TR € 1,75,000 BRIS BV | 89 ST 1
BT, W BN, SAP foT7 91,000 FRIS TIT
BT TIT BIl 89 ol [BSIT ABR &b GRIAT Dol
FT? 3afrg o Wowosh @ RS ag & —
1992-93 I 1997-98 Th B! U AT BI & | IAH
I8 BBl & B 1992-93 H 31075 BRIS BUV B
FART
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gIe¥e UHe ¥ SN 39 9Id 9ghxY 75000
PRI B AT | B: ATl H 130 THAC P 31T §8
2 | fpaad! aorg 9?

it MOTAOSAE (FUITcH) : 3d IT SioR
BT 3R ff 9717 |

M0 st AR weahn : H eHd § U8 Sl
I HET SIET 9T | B2 Wil § 130 TR TS
U | I I8 el & (b sl 5 A1 4 awg,
Rficd 86 &9IR 955 IRl TF SISl g5
STafe Wal U oG 112 BRIS 961 & | 39 It
faesht o BT TR TG RIS B, FTERAA
3 & | H fa=7 #30 STt & e arean € 6 I8
Bl Gobdll 2 | 3R dos 9 Al §¢ PR < o T
TH 30 RARTST UST &) 9hd 8, RIT 8H I
AT I U7 of Idhd 8, R B9 fe-gaveiic
A 9 T8 of FHhd §, R B I8N BT il
TH03MROISS0 W S9! Q-Ufh I Irdia
Pp S U7 T2 of Whd 87 3R Ig faqeh
Pl 39 el 89 18! eI &, oS S Hal o
<ar & T e & 91 9N 7 81 jE 8 8k
WRT fe@mar <17 <@ & 3R <9 WR B fARTer
o <1 %=1 2, H |9 g {6 g8 R W 'l
AGAT & | 89 IOl UK HE B Ahd ©
AT B S R [RIT SRR &, 918% 9
2, i1 WR B TRTS 37T E! 8 | T4 Fadh] el
H 3N0oSTove § STal YT 8 3R ST HIRIT S
BT T | BIg SNl & FT? S1eh 941 T97 7R =181
ST | I8 S SIS BT 3TSeH B, 3R 931 7
HIY QY S BN TRTSST G277 3R B BIRT
URATIST BT ST T-T SEHTA B FhdT & |

H 399 QI T8I Prar g o fager #A1 off 7
FEl § b -HSiRTer &1 sme | a1 R <1-
FEIRT qrER F M | I B Aol 7HEW &I
ST bR geRAaIE STET BT U8 off U Idh §
T IFpR P 37ER BHA U AP BI, TR
B Gl AR W [GRREAT & forg @ras = 8 &k
39 R I FIol qR-9R SIS el 2 3R
9 PR 89 39 R H uga v | § S99
G TE Fxar € {5 g8 S B o § e
Thel b gR H ggd dIol Bl Off ]8T 8 | I§ S
faceft ol &1 899 Wial & S9! a9T8 o I
Thol P IEX BOIRI-E) theex) ¥ 81 TS § |
SATGT AR THR
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8U © dI 59 goi8 4 §U & 8H BHogar 3MscH
H DI 3 AT | DGR 3ESH P 3Hax W
Thel 3R BT SUSKEIST T8 &1 I8 & 31K 3R
g q18% | T &< 8l OGN 1 BIs g g9
IR T IS 3R U J gAR oIy R 81
Thdl § IR <-9RH BT U IaraNon IR <90
# TR fRar SV | SuwTede Aee T, sty
PET ATEd § 6 I8 o FRUfT 8 9T o |

319 HI0QoSTo BT RUIE &b IR § Hedl g | ST
PETRATE —

The charged expenditure of the Government
which is not subject to vote by Parliament rose
to 74% of the total expenditure in 1996-97.

519 |1et A7H1E g STt & a18 ga) TaHe
3 174 TRT & SR YIfAITHT BT dgld & T8t
7SI ol GIRE < IS & — T 6 o,

. we only vote for 26%. On that also, the
CAG says that the expenditure voted by the
Parliament was only 26% and effectively it was

18% considering the 8% expenditure on
salaries and allowances.

R B Thd 872 fad 730 oft 39 W foaR &%
5 B f A9 o9 9 Ugd Uiferamie &1 JaRE
T AT BIS WY 39 TRE B ST AT — T DI
I fpTed Thd & f6 oIS te forfie 81, s
SITET &9 @M o il AT S0 SATGT 39 <9 Bl
faceht wort § T g I po A B, STH IR A
g faR oA @Ry | Sugwrede qeear, §
FE AR § 5 I8 N gIRgFAR B 91 2,
AAEd g S 9 S9@l dodad fear g fb
STHIEFIR TR ST DI B o1 X& &, I8 98
) & 1 9GH ol &, fasrell 8, s &, YUy
g, TeX 2, 3R 9ga W 1 © | A1 39 forg Ui
Wl RIS FIAT TSP g9 & ol @1 =T 7 |
U6 IR H G Pl © (b I8 SIRGFAR
WHR Gd F d I8! &9 dhdl 7, 399 A
PATS T1 § | I8 9 A el 99 Fhdl § o
TH M9 Urgdel Haex & 9 § T8l g |
TSde Adex 3N T8l § df WH-1e &1 s
H, §p-SITes 4, 4 ®1 =ioil H, TRad! 4, 9
#H, 3 TSI UR 371 918 8 | Il hogHR seHq
ST X8 ® 3R Q97 faor srewst o @
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WY 3% 5769 SR 3R PRIRC TRT |

IIH oY Tt U8 99 FhdT § | Ui |l RIS
JAY H M DI 9000 fHeArTex & Fsd Sl TeRT
g, d T8 Ff | 9% d% ¢ P s v
YHIMT D B | STHhRgFIR & oIy 3R o=ex
gTeh! VT BT AR

ATeTel Waex & IR H UP 91 BT 576 AT
aTEaT g b 89 Sea e iR urse e &
o0 U1 9o € | ™) HTSHR) U Si
BAR PIEICYTM 4 14 AT TP 8, I8 T BRAT
FART HECICYRA SMeeTRM & | SHD! 1T
BT F T oo womd |rell 9 & B XE1?
ST BRIR Th e &, I8 S| 1 & — Slacd,
NN, @Ms03Mg02io anfe 3R T Bei o X8
27 |9 MRIPT ST 38 8, S S 38 8, IR
& SR H ST T | H ST81 Bl oIl § 81 S
T f 3 srger arRfexe gine ot agf o @
g, SR foraT o7 ¥ € O1fY SART <91 U oRE 9
39 fofia <2 B FaRress PR BT R | BF
T, U5E, I8 oG BUY H Uh STaex TR B
T 2 AR I8 AR O W&T & | U (<ol
AT IR IR W B IR 98 g8i ST 2 |
AT ASHTA H H9 TaRT BRI SART & S
3G ¥ | IR BRI g2 Thell § el oIl B
W Ggea & & gRR VP Bl doh
BIZHRIT BT A1RY | $HH! Uigde Adex W
BIS ° | PREICEA R S wgast
TeTS % Ay SUAT A | AE ) a< A A
JUYT ST V&l § AP Bleior], A0S
P, 39 O R-R 39T Bl ey e RN
JMMEHY TR, YRR AT R &1 | 91 89 IE 2l
& T FHd & b U 3! STaex 9 a7 &
TN AT db B URAT H B9 HIM? 89 I8
o1t It TE N b & b a7 S STeRx 94,
DT T&T TR B HRAT IS SR Ife fagw
SITQT @1 |9 BUAT 199 BRIT? Why should a
person be produced here and why should he be
allowed to go to America? IR B A sﬁﬁﬁ'ﬂ?
T BR IFRIPT 9T W8 87 HRYEX AeTd
P IFRIBT A W8 §? frufery? ewidr &l
JIRASIES PRAT & AT gAY RUN <=0 Bl
AIRTSTSS BRAT 87 AT STDBT HFIRIRT ST
2 T YRT 2T SIS HR S AR g8 9T qrabl
SR OR %M # T A1RY | §ART I8 TG <9

2 3feTT THT SR AT 91T |

BRI Tl BOIR FRIS TIAT & | 931 g & s
TP FHEE BT aXIdl e & S8 6
SRYFIEY A URNAEE TRE dx$ a8 Sudl
foram Sg | g | g1 g B2 q AT BOIR
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IR I gX1 feree BT 511 a1 <91 9 § §1 &,
TR I AT ST | BT B T2 el X8TR?
g AN B b o qHIe, T ait et 8
TR I FHTE ff 3R Wl 81 Sy? fomy #37 <ft,
R g fbx Y 21 3¢ ? 1 PIS I HaH AMYDBI
ISM AIMRY | U8 -TE B AhdT fb S BT ATl
BIIR FRIS $UAT $B AT A ART 30 U
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I DI & | B I I8 8l 381 Al b Pl a7 &
TE T BT AT AT AU HIEI BT B ST
frpTell & WY $HP A1 B I A-IRBRIT
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T IRUCT § Tl Sicd SR 31 37| M TS 8
3R YIB! AN A S RW@T | U IR AAIE
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PEAT, T TS oI PRAI Sl 81 © olfp agd
AN €, 3N SroxTelt B il 4T 9T X
BT 87 19 8! b I el Feprerd, wieb forve
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ITFITAE (FART WIS W9S) : I8 —
Tgd ggaTe AHER A8 | 21 372l A3 St |

SHRI ASHOK MITRA (West Bengal):
Madam Vice-Chairman, if the hon. Finance
Minister does not mind, I have a second
description of his Budget and his Budget
Speech. 'The final taming of a once redical'. I
will explain it straightaway.

About ten years ago in 1988 or 1989, he
was in the strange company of a disreputable
persons like me, who shared the platform, and
would thunder against the insidious attempts
to lead this country's economy towards doom,
which some conspirators were, apparently,
engaged upon. But now wisdom has gradually
dawned upon him, and this Budget is the final
imprimature of the fact that he has joined the
hunters instead of being part of the hunted.
This is the absurd part of it.

Any main political party arrives at the
Conclusion that it will lose if it does not
proclaim to the world that reforms are an
excellent thing. Four Government have come
in the course of the last half-a-dozen years.
Each Prime Minister, on assumption of office,
has considered it his bounden duty to swear by
reforms.

In other countries, there is what is known
as the structural adjustment programme, of the
International Monetary Fund with a whole set
of conditionalities
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which the Fund and the Bank have imposed.
We try to feel different, and, therefore, we
say that we have our own economic reforms
and that these have not been imposed upon
us. What have been the consequences?

My friend, Dr. Manmohan Singh, referred
to how things have deteriorated in the course
of the past one year or two years. [ wish he
were a little bit generous and had extended
the time frame to seven years. You compare
seven years since 1991 when the so-called
reforms had been introduced with seven years
preceding 1991 or the entire 1990s. You will
find that on each of the fundamentals the
economy has deteriorated. The rate of growth
is less now than what it was in 1990s. The
rate of capital formation has levelled off
compared to that in the 1980s. The rate of
growth of industries is down. The rate of
growth of agriculture is down. The rate of
growth of employment is down. The rate of
growth of exports is down. Yet, each of us,
each Finance Minister, each Prime Minister,
thinks that it is a jnatter of great shame if he
does not continue to swear by the reforms.

Now, this is also a problem, a big dilemma,
the Finance Minister has faced. The party
swear by Swadeshi, and yet, given the
external circumstances, it cannot break out of
the trap of the reforms. What has really
happened is that swadeshi has been given an
indecent burial through the Budget, and the
reforms are on the top.

I would like to make explicit references to
some of the issues that I have in my mind in
this connection. But then, again, I have to
share Dr. Manmohan Singh's sentiment when
he says that it is no great deed to say that they
have increased the allocation for agriculture
or for infrastructure or for social services. Dr.
Manmohan Singh himself did it. Mr. Chidam-
baram did it last year. In a way, what you
have done is a continuum of what they did,
which is the way it should be because your
Budget basically is a carbon
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copy of what they have been doing, just
widening the sphere of liberalism, so-called
globalisation, so that foreigners can be treated
with greater and greater deference at the
expense of local entrepreneurs, including
small, local industrialists and small
agriculturists.

Now, if anyone looks into the broad details
of your Budget, what would frighten anyone
is that apart from what you have conceded to
the Bombay Club, the rest could have been a
script written from Washington D.C. What
has been done for the Bombay Club is 8 per
cent tax on imports, etc., etc. I do not know
whether Mr. Hegde or his representative
keeps on shuffling between New Delhi and
Geneva and when they come back with their
dealings, how will the World Trade Or-
ganisation view some of these things that you
have done? In the matter of taxation you have
retreated domestically. There is no guarantee
that if there are external pressures you would
also not similarly retreat. Now, this is
something on which I cannot predict and even
you cannot predict, but circumstances might
so develop. But the basic issue is that you
dare not raise the direct taxes because the
foreigners who advise the Government, who
are sitting in the North Block would not like
the direct tax rates or direct tax collection to
go up. Last year, we lost about Rs. 20,000
crores through the gimicks that were
introduced and yet we persisted. You know
that was the so-called hypothesis and if you
lower the tax rate, then, there will be
proportional increase in taxes.

My friend, Dr. Manmohan Singh was the
Deputy Chairman of the Planning
Commission. During the Sixth Plan period he
had introduced a beautiful Chapter on
"Financial Economic Success". It contained a
neat table which showed whatever little
experiments were made in lowering taxes had
let to misadventure and had not led to any
proportional increase in taxes. That table is
still there in a printed form. Well, when he
crossed over to the Ministry of Finance,
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he was subjected to pressures from diffe- . rent
directions. He tried to build a hypothesis
which has become completely contrary. What
happened was and we have seen it over the
years, as you have given more and more
concessions in direct taxes, your tax yield,
each of the taxes kept on going down and
down and down. This is where the problem
has arisen that year by year the Plan allocation
has not been honoured because you did not
have the money. Then, at a certain point of
time, all of you were worried. There was a
restraint that the Fund could not allow your
fiscal deficit to go up, even 5 per cent or 5',
per cent of the GDP. Therefore, you do not
know which direction to take. That dilemma
still persists with you. But the root issue is that
you are not allowed because you are not your
own master to involve certain macro-
economics. The swadeshi, the swadeshi in our
circumstances would mean reduction of
dependence on external capital, whether short-
term capital or long-term capital. Let us try to
develop on our own, Once we say that we are
not going to worry about external capital, we
are in a position to exercise our own demand
according to our own will power.

But in order to do so, we have to have a
different kind of model of economic, growth.
This model of economic growth would assume
that the rate of consumption must be brought
down in your sys- tem in order to increase the
rate of saving. Your own savings must go up in
order that you might develop a mode of
investment on the basis of your own resources.
Then you have to bring down your
consumption. This is really the fundamental
point in any kind of self-reliant economic
model that cuts down on your consumption.
There is no question of asking the poor to cut
down their consumption. At least, 35 per cent
to 40 per cent of them already live below the
level of poverty, and a very large number we
can add, who were just on the verge of
subsistence. So, the only saving that can be
done additionally is by the comfortably—
placed upper middle class. But would
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you dare? The Congress Party did not
dare. In fact, they nurtured the upper
middle class, and I guess that the BIJP
will follow the same pattern. Now, there
is nothing in the Budget to prevent the
import of consumption goods or inputs
for consumption goods, and there is no
thing in the Budget to impose rigorous
direct taxes on the upper crust of society.
So, your Budget does not provide any
answers for independent economic
growth. You can write an essay of three,
four paragraphs that this is what our
swadeshi means. But if the wherewithal is
not there, then obviously, you cannot
move either to the right or to the left.
You are a prisoner of the fact that the
overall division between consumption and
investment in your system is given by
outside dictates. They tell you that you-
have to permit the upper middle class to
come up. There is a reason why you have
not been following this exercise. This is
because of the fact that you know that
agriculture cannot grow without invest
ment. You know that industry cannot
grow for lack of investment and there are
several Dbottlenecks, both on the demand
side and the supply side. But you know
that you still have the service sector
where you can purnp money and show a
very high rate of growth because what
goes into the service sector, comes out as
income, and you can have a 12 per cent,
13 per cent or 14 per cent rate of growth
in the service sector so that overall, you
will have the rate of growth of two per
cent in agriculture, three per cent in
industry, and you can still end up with a
rate of growth of seven per cent or eight
per cent. There is a political compulsion.
The foreigners will not allow you to cut
down on consumption and there is a class
compulsion that these foreigners are your
class friends. Thirdly, the other compul
sion from the point of view of national
income growth is that if you cut down on
consumption, the service sector growth
will shrink which will further reduce the
rate of growth. ,

So, I am really projecting this to the
converter and the convert, and I am sure
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that the Finance Minister has done this
arithmetic as to what he can do. He has to
suffer the consequences of Manmohan Singh
and P. Chidambaram because he has accepted
the policy of 10-called economic reforms.
Therefore, you cannot raise investment on the
basis of your own resources. Therefore, willy-
nilly you turn to foreigners and your Budget is
replete with examples how to placate the
foreigners. I feel sorry for my friends within
the BJP who had been vociferous in their
resistance to the concept of handing over
insurance, denationalisation of insurance and
all that, and I would humbly request the
Finance Minister to take another look at the
so-called Report of the Malhotra Committee
which is supposed to be the guiding spirit for
this denationalisation of insurance. The
Report has 150 pages of which only V/z pages
deal with the issue of denationalisation, and
they are patently embarrassed. It was a
command performance that they were under
the in struction that must be something about
denationalisation or privatisation of the
insurance sector, and the rest of the Report is
full of praise of the performance of the Life
Insurance Corporation and the General
Insurance Corporation. If you want to increase
efficiency, you could have a sort of increased
competition between the different LIC units,
between the GIC units. Let them compete
with each other and perform better. You don't
have to call in the private sector. It was about
45 years ago when the insurance sector was
nationalised. It was because of the piracy that
was going on, that was indulged in by many
private sharks, and in order to protect the con-
sumers from their clutches, you see, the LIC
and the GIC were nationalised one after
another, and they have done a magnificent
work. They have integrated the economy.
Now you go to the remotest part of the
country, you will find that the LIC-lamp is
there. They are spread far and wide serving
the people. I am not sure that once the private
entities take over and in the wake foreign
individuals come in, under the law if you sell
the stock and share market, then obviously
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anybody can pick the shares, including the
foreigners, up to a certain extent, and if there
is a possibility that these foreigners will come,
will they bring any foreign income, any
capital? They will come to suck out capital
from within the country, not to put in any
capital. So, why are you so much anxious to
invite them? I know the reason that you think,
that you want to create a climate, a climate of
benevolence, a climate of condescension and
a climate of benediction, so that the foreigners
might feel that India is strange enough and we
can go on saying, after all, you have allowed
the foreign banks id freely remit their profits
out of the country, and at the same time, you
are imposing all kinds of restrictions on the
activities of the domestic banks. You are not
comparing bank with bank. It is not a question
of saying that the foreign banks are more
efficient than the domestic banks. They are
not on the same level-field. You have not
imposed the condition, that is, of the priority
sector regime, on the foreign banks. They
operate in the urban areas and do their picking
whereas the nationalised banks have to look
after the problems of the countryside. Take,
for example, the plight of the rural banks.
There are 15,000 rural bank branches. Nobody
is apparently around to look after their
interests. They all penetrated deep into the
interior of the country. With a little of extra
assitance they can come up and serve the
interests of the poor. So, they need funds. But
the theory is that anything in the Government
sector is inefficient and, therefore, has to be
ignored altogether.

Now the only issue which I should mention
is regarding disinvestment. You cannot assure
additional investment. You cannot increase
the rate of capital formation and yet whatever
capital you have, on the basis of your
economy in the public sector, you want to
sell. I have made some rough calculations and
I have found that at the rate at which the
foreign direct investment is coming in, it will
take 35 to 40 years to duplicate the total
guantum of domestic investment in
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the public sector. We are taking on the
foreigners and yet we will not make use of the
capital alredy there. I can say that not all of
them are internationally competitive. We have
a huge internal market. You can produce and
sell to the people inside the country. In any
case, we are not selling much overseas. Our
rate of export growth has dwindled down to
2%. So, why don't we use the public sector
undertakings more effectively rather than
trying to sell them off like an indigent family
selling its pots and pans?

Now this brings me to the most vulnerable
sections of your Budget. It says very little
either about how to manage the price circle or
about how to manage the balance of
payments. Since you have not been allowed to
impose direct taxes the pressure .is on indirect
taxes and even here because of the political
influences mounted on the Finance Ministry
you have to offer concessions and, perhaps,
you will have to offer more in the course of
the next few days. It means that if you want to
honour your commitments about the outlays,
you will have to print more money, you have
to have additional livies on indirect taxes.
Both will be inflationary. As I have already
pointed out, the rate of inflation has already
touched 6.5% and it will be no surprise, if you
are brow-beaten into surrendering, if it jumps
into a double-digit inflation rate. The ordinary
people will continue to suffer. That is
important because whenever elec-tipns come,
they vote. Perhaps, last weeks's byelections
provide some indicator that when prices rise,
the economic discontent deepens. Mere
explosion of bombs doesn't help much. I am
sorry I have to make it a little aside. But this
is inflation. The second thing is this. What do
you do about balance of payments? You
export growth is coming down and down
throughout. Your imports have once again
shot up and they will continue to shoot up.
Your balance of payment has shrunk over the
last couple of years. It is no longer equivalent
to, your total foreign exchange is also no
longer equiva-
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lent to nine months imports. That nas come
down to seven months. There is absolutely
little reason to assume that thus will not come
down further if the present trends continue.
What will you do in such a situation? For
example, if foreigners are not willing to come
in, the long-term investment stays depressed
and with all this the latest missile from Stan-
dard and Poors there is very little room for
assuming that private foreign investment will
shoot up. This is the kind of irresponsible
statements that were made by both the
spokesmen of the Ministry of Finance and the
Reserve Bank of India. This was, I think,
plain speaking that never mind, if the
Government-to-Gov-ernment investment
slows down, private foreign investment will
bulge. This will never happen. If the
Government of the United States of America
does not want its governmental funds to flow
into India or Pakistan, then private capital also
will not flow. Now this is something which
we should appreciate. I think this is one area
where whatever Dr. Manmohan Singh said,
one should listen to that carefully. But then
again one should not be too greatly
sympathetic towards Dr. Manmohan Singh. A
part of the problems that we are facing is a
legacy of what he and his successor, Shri
Chidambaram, had set up. So my sympathies
are, in fact, with you. But I wish that your
party had not made a paper slogan of Swadesi
and sold itself all the way to this concept of
‘all right, sign on the dotted line, whatever the
foreigners say'. That is exactly what you have
done.

I will mention just two more points before I
conclude. One is you have scrupulously
stayed away from mentioning the crisis in
South-East Asia. What has happened to
Indonesia? How has its currency rate dropped
down by 80 per cent to 90 per cent? The
external rate of rupiah had dropped down.
How had its total foreign exchange holdings
disappeared or just vanished into thin air? As
if these are things which are happening on a
different planet, we are
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not all concerned. Let me remind you of what
that celebrated speculator, George solas, had
said last year. Lt was a longish article which he
wrote for the Amercian Journal, the Atlantic
Monthly. He said that these tinpot countries
of South Asia can be easily taken off I can go
with a trillion dollars of foreign exchange, enter
into this country and speculate at the local
currency for a couple of nights and that country
will stand ruined. They have done it in
Indonesia. Now per chance some such
speculators may come because you have opened
doors for them and you say "Please come in",
he comes in and takes it upon himself to play
against the Indian currency. Two months ago
there were statements on behalf of the Reserve
Bank of India and the Ministry of Finance that
the rate of 1:40 has come to stay. It will not be
allowed to slide down. It has already been
allowed to drop down to 1:42 or 43. But I an
worried of development of a much more
intense character. Suppose it drops down to
1:80.

5.00 P.M.

What instruments do you have against such
a possibility hitting us? This is something
about which we are not at all worried. Now
this is why I would ask we should not forget
about the convertibility of the rupee on capital
account. We should look at the past. Even on
the current account, we should try to restrain
ourselves. You say, you move the capital from
out of the country and the portfolio capital is
coming in. Just impose some time restrictions
before you allow them to go out. Impose a tax
at a more severe rate. All these suggestions
will be completely contrary to the suggestions
that you get from Washington. But it is an
offer. This is an issue on which you may not
make a public declaration to us. But I would
appeal to you — for the sake of the country,
kindly do think a little bit about this kind of
danger that may overtake our economy.

[RAJYA SABHA] Inside Parliament Street 37.2

Police Station

Then I make my final point. I am making this
because of an aside in your Budget speech. I
think that you wanted to indulge in a little bit
of heroics. You have stated, "our defence outlay
has been indicated at this level but if necessity
arises, we will not compromise on it." T will
mention one thing. It is an old adage that a
country's best defence lies in a sound defence
policy. And there is an Indian economist who,
about 25 years ago, did little exercises over it.
He said, "There are two neighbouring countries
and they will launch on a competition in arms
building. Even if they exhaust their entire
national income, yet their relative security vis-
a-vis the other country will not improve." It is
as simple as that. I spend five per cent and my
neighbour spends six per cent of his national
income. Next year I spend eight per cent of my
national income and he spends 10 per cent and
then I spend 15 per cent of the national income
and he spends 20 per cent. This will go on until
both the countries exhaust their entire national
income. Now that is not the path. To build the
nation's security, we should talk to our so-called
adversaries. We should unleash some of our
non-official Ministers. There are too many of
them on the rampage. We should unleash I
them.

LATHI-CHARGE ON

DEMONSTRATORS INSIDE

PARLIAMENT  STREET POLICE
STATION

SHRI VAYALAR RAVI (Kerala): Madam,
I just gave a notice to you. There was a
demonstration in the morning and thousands
of Congress workers were courting arrest.
Five thousand people were arrested. Later on,
there was a lathi-charge inside the police
station. I am raising this matter because the
people were lathi-charged and that too inside
the police station. Many people have been
taken to hospitals.



