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Hon. members arc aware that India has
always desired a pcaceful, 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 1 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. I 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. 1 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
statcment. 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 cumently
going on. As Hon’ble Members are
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aware the automobile industry s
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
compctition and undertake measures to
sustain  its  market  share. The
misunderstanding bectween the two joint
venture partncrs 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 ncgotiated scttlement 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.

1 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 thc main terms of the
scttlement, it appears that we have suc-
cumbed to the pressure of SMC by con-
ceding that from 1st January, 2000 Shri
Jagdish Khattar 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 Man-
aging 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 appoint-
ment 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 NATARA-
JAN (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 Manag-
ing 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 nomi-
nated 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 go 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

2412/ RsinA

(8 JUNE 1998]

by Minister 322

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 muitinationals to own their
companics 100 per cent. 1 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 nev-r going to
get again. With the market share of
Maruti likely to go down the price of
Maruti shares will also go down. There-
fore, the best price that they can get is
now. 1 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. 1 must say it is astound-
ing 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 1 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 Gov-
ernment of India cannot veto their
nominee. Suzuki shouid 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 humili-
ated because of the resolution of the
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Security Council, I feel hunnliated 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. 1t is shame-
ful. Tt is a sell-out, 1t is not Swadesii.
Therefore, 1 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

stiorter duration of tenure for Bhas-
karudu who is our nominee? It means
that we would like to appoint a persen
according to the choice of Suzuki. Why is
Mr. Khattar being appointed? He is ap-
pointed because he is a nominee of
Suzuki, he is not a nominec of the
Government of India. If we accept this, it
mcans in future also the Suzuki manage-
ment will try to interfere in the indepen-
dent stand of the¢ Government of India
which means we are bowing down. We
scem 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 Gavernment is
too soft, is unable to protect our interest.
This Government bows down under
pressure. ‘This is national humiliation.
This is a question of national humiliation
and national humiliation is being perpe-
trated 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 agree-
ment must be asked to resign. | demand
the resignation of the Minister who has
signed this agreement. Under whose
political leadership this humiliating agree-
ment has been signed? 1 demand his
resignation becausc all along the United
Front Gavernment has withstood the
presssurc of Suzuki. All along the Gov-
ernment of Gujral withstood the pressure
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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 respectabili-
ty of the nation!

MR. CHAIRMAN: Shri H. Hanuman-
thappa.

SHRI GURUDAS DAS GUPTA: We
must walk out.

SHRI H. HANUMANTHAPPA
(Karnataka): Sir, T 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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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, 1T 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 (Gercral), 1998-99

DR. MANMOHNAN SINGH
(Assam): Thank you, Madam
Chairperson. Madam, the yecar 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
jooking 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 samec time, 1 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 1o seven months imports. While
there are negative feature in the

economy, there are also several positive
featurcs. Of course, we have to face the
effects of what happened on the 11th and
the 13th of May, 1988 and I do sincerely
belicve 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 ahcad. T 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, 1
have no quarrel with the statcment 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 mecans,
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

13
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through the Budget Spcech and Budge:
proposals, T 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. [ 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.

1 take the first objective that s,
strengthen the foundations of the Indian
economy to deal effectively with an
inherently uncertain external
environment. I 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 T do not find any
credible =vidence 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 carc of the export problem. |
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 1
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 2
diserimination agninst export, it raises the
cost of production of a large number of
commoditics and 1 submit to you that
thereby it will underminc the profitability
of exports, low as it is cven now. The
second reason why [ aimm worried about
our exports, I will come back to it a little
later. As 1 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 arc not brought under
control enough, it is bound to
accelerate. M 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 ahcad and
then there will be trouble for our expon
competitiveness, 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 namber
of schemes to attract inflows from non-
resident Indians and 1 wish him success
so that these schemes do succeed in
attracting funds from non-rcsidents.
However, my fear is that, Madam if the
economy

SO0n

more  so

does not do well and in particular, f th
exchange rate comes under pressurc, then
our ability to attract funds from non-
residents would also come under a ques-
tion mark. [ 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 dircct investment
account in 1997-98 there was a sharp
decline in inflows from non-resident sour-
ces, largely because of the uncertainties
of the exchange rate. If there uncertain-
ties increase in the course of this year,
there would be a guestion mark with
regard to our ability i aitract 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 post-
ponement 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 clse,
at least, they did one thing. They frecd
India from the dominant foriegn ex-
change constraint from which we suffered
for nearly forty-five years of our exis-
tences 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. Be-
cause our foreign exchange situation im-
proved, we have been, in the last five-six
years, able to reverse this cycle and,
therefore, free our economy from a
number of harmful bureauratic contrals.

My submission, therefore, is that if we
do not take care of the balance of pay-
ments position—I submit, this Budget
does not pay enough attention to the
balance of payments managements—the
Indian economy would be in serious dif-
ficulties 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 dbjective 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
cconomy 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 S8
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 escala-
tion, Indian agararian prospects are going
to change dramatically, T think that
would be a statement which is not war-
ranted.

The problems of agriculture are man-
ifold. 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 com-
ment 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 Govern-
ment, as a conscious decision since 1991,
had sought to reduce and ultimately
eliminate the excise duties on agro-pro-
cessing activities because we felt that if
we wanted to increase employment in the
agro-processing activities near the places
where farmers lived and worked and at
the same time if we wanted to ensure
that the farmers got more of the consum-
er 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, whercas there was zero duty. These
are butter, chcese, ghee, milk powder
other than infant feeding, spices, pack-
aged tea, malt, preparations of meat and
fish, roasted chicory and coffee sub-
stitutes, ediblc preparations like sweat-
meats and namkeens branded snd made
in factorics, dairy machines and parts and
tractors with engine capacity not exceed-
ing 800 cc. In respect of these, there is
increase in excise duty from zcro 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 scctor

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 replics to the dcbate 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
cconomy 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 de-
velopment, 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 spe-
cial programmes for rural development
are not receiving the attention they de-
scrve. I submit to the hon. Finance
Minister that this is a matter which also
requires a fresh examination if we arc
serious about creating new job oppor-
tunitics and creating new safety nets in
rural areas of our economy as we must.
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The third objcctive that the hon. Fi-
nance Minister mentioncd was to restore
the momentum of industrial growth,
especially small-scale enterprises, and to
revive the capital market. Here also,
Madam, 1 submit to you that the out-
come is not likely to be the outcome

that the hon. Finance Minister desires
and wc 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 confer-
cnce that the Government was aiming at
10 per cent industrial growth rate in 1998-
99. T 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 199798 to over
10 per cent in 1998-99. Madam, there are
constraints both on the supply side and
on the demand side, and1 am convinced
that this Budget does not tackle effective-
ly those constraints. Therefore, it would
be much too optimistic to assume such a
strong spurt in the rate 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
fcars are that if inflation rate acceleratcs,
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 in-
vestment 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 Gov-
crnment, particularly, the Plan expendi-
ture has been increased very substantially
from Rs. 81,033 crores to Rs. 1,05,187



339  Swarement

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 Estimatc of 1998-99, then, of
course, the picture is much more than
modest and, therefore, these claims ap-
pear 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 1 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 1
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 peg-
ged at 5.6 per cent of GDP is unrealistic
itself. 1 have doubts whether the fiscal
deficit of 1997-98, when the actuals are
presented would remain at 6.1 per cent of
GDP. My fecars 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 Fi-
nance 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 Govern-
ment 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 pub-
lic sector more buoyant than they were,
particularly when we hear, for example,
that there is considerable uncertainty ab-
out the extra budgetary resources likely
to be raised by the Power Grid Corpora-
tion and other public sector opened
through loans from the World Bank. And
also, if the capital market does not re-
vive, if the capital market remains in the
doldrums, the ability of the public sector
enterprises to raise resources in the inter-
nal 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 ele-
ment of uncertainty. The programme of
disinvestment would also get into difficul-
ties. 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. 1 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 1st, 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, in-
cluding automobiles, cigarettes, electrical
goods, personal care products, ai.-condi-
tioning, food products etc., the impact
would be negative, So, in the light of this
mixed picture, I would like to hcar from
the hon. Finance Minister as to how docs
he expect the industrial growth rate to go
up from 4.6 per cent in 1997-98 to 10 per-
cent in 1998-997

L

As regards the small-scale industrics, I
agree with the hon. Finance Minister that
everything should be done to help the
small-scale indystries. He has raised the
exemption for central excise limit and I
welcome that. But 1 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 addi-
tional 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 seg-
ment of small-scale industries. Therefore,
Madam, T 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 Minis-
ter 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 bot-
tieneck in the growth of our country. 1
welcome the increased outlay for the
infrastructure sector. I would submit to
you, Madam, therc 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 pic-
turc 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 sec-
tors are unable to spend even the monies
that have been allocated for them. There
is nathing in this Budget which convinces
me that in the nine months or ten months
that lic 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 hesitan-
cy, 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 bor-
rowings, 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 cro-
res. How has the situation arisen? It is
because the State Electricity Boards are
not able to recover from the consumer



343 Swtement

the coast of power, and, therefore, they
are not able to pay to the Central utilities
such as coal, railways and power corpora-
tion all the dues. The Finance Minister
has said that he will securitise this debt. I
submit to him that would be a disas-
trous 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 econom-
ists say: if there is a distortion, we must
correct it at the source, rather than,
tinker around or circle round the prob-
lem. My fear, therefore, is that the de-
velopment 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 tak-
ing into account the fact that no effort is
being made to streamline the manage-
ment 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
dudia, 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 probiems with
regard to financing of these new epfities
which have gone into the telecom’ seator
in the belief that the market would ex-
pand 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 oppor-
tunities, we are all one with him. We
need more growth. We also need jop.
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 pro-
mise 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 man-
agement 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%4% 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 em-
ployment-oriented programmes, for the
social sector programmes and for other
job-oriented programmes which the coun-
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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 im-
petus to the social sector development. I
agree with him that we need a lot morc
investment in the social sector. I read the
National Agenda. Despite all this talk of
spending 60% of Plan funds on agricul-
ture and rural development, the calcula-
tions which I have made show that the
figure in this Budget comes to the same
as that of last vear, i.e., 11.3% I hope I
am wrong. But the Calculations which 1
have made show that there is no major
thrust in the direction where the Govern-
ment said that it was committed to spend
60% of the Plan fund, that is, on agricul-
ture 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 re-
ceived 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. Fi-
nance Minister has mentioned is calibrate
pace and character of integration with the
world economy while strengthening
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India’s international economic paosition
through revival of exports and reduced
reliance on borrowed funds. I have al-
ready dealt with it. 1 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 arc 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 cxpect. 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, 1
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
1 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
#ffort 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 about
15 per cent and the grwoth rite 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, 1 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. 1
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. 1 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 becen 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 would
be stabilised at the level mentioned in the
Budget Paper. Therefore, whether 1 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 re-
assured. But if it is that you are not
sharing with the peoplec 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. 1,
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 ahcad, 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.
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WA, ¥ IR Fel FE T 98 TRdt €
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e § f6 ToW B oTR WAl | A W)
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The charged expenditure of the Gov-
ernment which is not subject to vote by
Parliament rose to 74% of the total
expenditure in 1996-97.
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we only vote for 26%. On that also, the
CAG says that the expenditure voted by
the Parliament was only 26% and effec-
tively it was 18% considering the 8%
expenditure on salaries and allowances.
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SHRI ASHOK MITRA (West Ben
gal): 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 coun-
try’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 pro-
gramme. of the International Monetary
Fund with a whole set of conditionalities
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‘which the Fund and the Bank have im-
posed. 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, re-
ferred to how things have deteriorated in
the course of the past one year or two
years. I wish he were a little bit generous
and had extended the time frame to
seven years. You compare sevcn 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 employ-
ment 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 matter of great shame if
he does not continuc 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 can-
not 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 re-
forms 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 infrastruc-
ture or for social services. Dr. Man-
mohan 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 defer-
ence at the expense of local entre-
preneurs, including small, local industria-
lists and small agriculturists.

Now, if anyone looks into the broad
details of your Budget, what would frigh-
ten 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 de-
velop. 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 Suc-
cess”. It contained a neat table which
showed whatever little experiments were
made in lowering taxes had let to misad-
venture and had not led to any propor-
tional 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 hy-
pothesis which has become completely
contrary. What happencd was and we
have seen it over the years, as you have
given more and more concessions in di-
rect 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 alloca-
tion 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
2o up, even S 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 cer-
tain macro-economics. The swadeshi, the
swadeshi in our circumstances would
mean reduction of dependence on exter-
nal 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 consump-
tion must be brought down in your sys-
o 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 fun-
damental 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 con-
sumption. 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 comfortab-
ly—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 BJP
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
scveral bottlenecks, both on the demand
sid¢ and the supply side. But you know
that you still have the service sector
where you can pumnp money and show a
very high rate of growth because what
goes into the service scctor, 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 cnd 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, 1 am really projecting this to the
converter and the convert, and 1 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 Manmaohan
Singh and P. Chidambaram because he
has accepted the policy of se-called
cconomic 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 foreig-
ners. I fcel 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 12 pages deal with the issue
of denationalisation, and they are patent-
ly embarrassed. It was a command per-
formance that they were under the inft
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 perform-
ance of the Life Insurance Corporation
and the General Insurance Corporation.
If 'you want to increase efficiency, you
could have a sort of increased competi-

= tion -between the different LIC units,

between the GIC units. Let them com-
-pete 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 remot-
est 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
Gonie in, under the ‘law if you sell the
.;stoek 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 foreig-
ners will come, will they bring any fore-
ign income, any capital? They will come
to suck out capital from within the coun-
try, 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
io 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 condi-
tion, 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 bran-
ches. Nobody is apparently around to
look after their interests. They all pene-
trated deep into the interior of the coun-
try. 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 Govern-
ment sector is inefficient and, therefore,
has to be ignored altogether.

Now the only issue which 1 should
mention is regarding disinvestment. You
cannot assure additional investment. You
cannot increase the rate of capital forma-
tion 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 com-
petitive. 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 seil them off like an indigent
family selling its pots and pans?

Now this brings me to the most vulner-
able 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 js 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 inflatio-
nary. 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 indi-
cator 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 invest-
ment 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, 1 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. 1 think this is one arca
where whatever Dr. Manmohan Singh
said, one should listen to that carefully.
But then again one should not be too
greatly sympathetic towards Dr. Manmo-
han 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.

1 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 cclebrated speculator, George
solas, had said last year. It 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 Rescrve
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 1 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.
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"Then 1 make my final- point. 1 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.” I
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. 1
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
them.

LATHI-CHARGE ON

DEMONSTRATORS INSIDE

PARLIAMENT STREET POLICE
STATION

SHRI VAYALAR RAVI (Kerala):
Madam, ] 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. 1 am raising this matter because
the people were lathi-charged and that
too inside the police station. Many
people have been taken to hospitals.



