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and you may try to sell out the country
by inviting foreigners. But you will find
here at the grass-roots level the peopie
will resist which is why this is where I
end. 1 will  make threc simple
propositions to the Government. I am
sorry that the Finance Minister is not
here. Number one, I want to tell him,
“Please do not insist on pushing the
Insurance Authority Bill cither in this
House or in the Lok Sabha. You will not
have a parliamentary majority.” I can say
this with a full sense of responsibility. [
will say the same thing about the kind of
things that you have in mind about the
power sector and the ¢l sector. 1t is
extraordinary. In the oil sector what have
you done in the past five ycars? Thirteen
developed oilfields developed by the Qil
and Natural Gas Commission and the
Indian Qil Corperation, you handcd over
to ihc private sector and foreign
mvestors. You also handed over 30 other
development blocks to the private sector
and the foreign sector. What is the
result? There is a negative rate of
growth. The more you have invited the
private and foreign seciors, the higher is
the fall in the production. All kinds of
things are said. 1 do not want to go into
these very unsavoury things including
such statements that if there is a decline
in the rate of production, very good, we
can buy crude petroleum at the spot-
market in the Gulf area. That woul
mean that somebody’s commission would
get inflatcd. These are the things which
we cannot take lightly because facts have
been revealed over the years. So, I would
not want to say any thing more. I would
only appeal to the Finance Minister. It is
no use running uiter the
will—0'-—the—wisp. The foreigner won’t
come. We have to develop on our own
on the basis of our own strength and with
the help of our own resources. There is
no ecscape. We can slways strive to have
an alternative. model of dependent
capitalism. India is too big a country and
the burden of such a big country, no
forcigner will be in a position to bear.
Thank you.
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THE  VICE-CHAIRMAN  (SHRI
TRILOKI NATH CHATURVEDI):
There is a message from Lok Sabha. The
Sccrctary-General will read it out.

MESSAGE FROM THE LOK SABHA

THE INCOME-TAX (AMENDMENT)
BILL, 1997
SECRETARY-GENERAL: Sir, I have
to report to the House the following
message received from the Lok Sabha
signed by the Secretary-General of the
Lok Sabha:
“In accordance with the provisions
of rule 96 of the Rules of
Procedure and Conduct of Business
in Lok Sabha, 1 am directed to
enclose the Income-tax
(Amendment) Bill, 1997, as passed
by the Lok Sabha at its sitting held
on the 15th March, 1997.
The Speaker has certified that this
Bill is a Money Bill within the
meaning of article 110 of the
Constitution of India.”
Sir, 1 lay a copy of the Bill on the
Table.
THE BUDGET (GENERAL),
1997-98—Contd.
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THE  VICE-CHAIRMAN  (SHRI
TRILCKI NATH CHATURVEDI): Shri
R. K. Kumar, plcase. Before Mr. Kumar
starts, if I have the sense of the House, if
the House agrees, ! would request
Shrimati Chandra Kala Pandey to take
the Chair for some time.

THE VICE-CHAIRMAN (SHRI-
MATI CHANDRA KALA PANDEY) in
the chair.

SHRI R. K. KUMAR (Tamil Nadu):
Madam, maiden Vice-Chairperson, ...

SHRI T. R. BAALU: Maiden?

SHRI R. K. KUMAR: For the first
time she is  occupying the Chair.
Therefore, I said: ‘Madam, mciden Vice-
Chairperson’.

Madam, I rise to speak on the Budget
for 1997-88, on behalf of the AIADMK
Party. Last year, thc Budget speech of
the Finance Minister cnded with a sher
from Igbal. The sher was:
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That  was the first Budget of
Mr. Chidambaram. He was afraid at that
time. In many areas, he was mot bold
enough,

This year, however, he has not only
been bold enough, but audaciously bold
enough, I would say. He has been
audaciously bold enough in bringing
forward certain proposals.

The Budget has been receiving both
boquets and brickbats. The bouquets are
from the IMF chief to the Indizn captains
of industry; from Bill Gates to
businessmen; from even persons like
Harshad Mehta 1 would empbasise that.
What are the euphoric expressions used?
"The Budget is bold’. “The Budget is bold
and beautiful’. It is innovative’. Tt is
historic’ ‘It is epoch-making’. So much
so, the Finance Minister is on record as
having said: ‘I was happy with the
reactions; but I never expected this kind
of euphoria’.

Now, what arc the bhrickbats? These
are: It is a chertiar Budget'. ‘It is oniy for
the rich people’. ‘It is concerned only
with the cerporate sector’. ‘It has no
concern for the common man’. ‘It is a
prorich Budget’. This has been said by a
CPI(M)  Politbhuro  member. One
gentleman has even called it a ‘conman’s
Budget’.

Madam, having given both kinds of
reactions, I now want to say what kind of
a Budget is this. We have a saying in
Tamil:

Koorai yeri kozhi Pidika Madiyathavar

vaanathai Keeri Vaikuhthan Poga

Muyanranam

I will translate it into Hindi. It means:
A e st va W dgE P A8 TS
wFd 3z oW dew wi B T @
s = @ ¥
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1 will explain why I feel this way. I feel
this way because these estimates have
been audaciously bold. Of course, 1
agree. You have to fix the targets at a
slightly impossible level. Then only you
can reach, at least, somewhere. If you
keep the target itself very low, you will
reach nowhere. But I have a very lurking
fear about this Budget. 1 may be
corrected. This budget is the result of
balancing act. How has it been done? 1
will explain it to you. I take a loan from
a bank. I have to repay it over some
number of years. Every year some
principal and some interest have to be
paid. A company’s net profit after tax but
before depreciation should be 1.8 times
the principal instalment plus interest.
That is the debt service coverage ratio.
Normally these projections are given, we
calculate backwards. It was a pencil and
erasor job earlier. But now it is a
computer command job. I work out what
should this be. What should be my net
profit after tax but before depreciation?
1f I arrive at a profit, what should be my
sale, and what should be the cost of sale?
So, 1 find justification for all that.

This Budget has also been made in the
same way. You fix this. The deficit
should be 4.5 per cent of the GDP. [
assume 7 per cent growth in the GDP. I
know what would be 4.5 per cent of the
GDP, After arriving at that, you proceed
further. To reach this deficit, what should
I do? There should be 15 per cent
enhancement in the collection of revenue.
We have no control over the expenditure.
The expenditure remains as it is. As far
as direct tax is concerned, we assume that
lowerug of tax-rates will bring additional
recvenue.

Madam, I want to point out that no-
body pays tax without a plan. These days
everybody, an individual or a corporate
body, has a tax plan. I pay whatever tax I
want. 1 always correlate my income to my
spending and investment. Then, I arrive
at my income and the tax I have to pay.

Again, my experience is this. It is
claimed that lowering of the tax-rate will
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bring in acditional revenue. Maybe, they
have some basis for that. But my ex-
perience is this. Hongkong is the country
with the least tax. The maxzimum rate of
tax is 15 per cent. Who maintains double
accounts there? Only the Indian business
community maintains double accounts
there. Why? That is the psychology.

1 pay sales-tax. 1 see some goods. I see
something tangible. 1 pay the road-tax.
There are roads. 1 pay the municipal tax.
There is sewerage. There are street
lights. I get something, But only about
the income-tax, I do not see anything. I
do not see any tangible benofit. Leave
alone tangible benefits. You cannot give
them. There is no distinction between a
tax-payer and a non-taxpayer. How do
you induce people? How do you motivate
people? Merely by lowering the tax-rate,
¥ am sorry, I am afraid it is not going to
enhance the revenue collection. This is as
regards the direct taxes.

As regards the customs duty, it is
assumed that by lowering the customs
duty, there will be 15 per cent increase in
the revenue. I read a report that to be
able to do that, there should be Rs.
40,000 crores worth of additional imports.
Is it possible? It is a very big question.
[The Viee-Chairman (Shri Triloki Nath
Chaturvedi): In the Chair]

The growth of the GDP for the last
threc years has been steadily at around 7
per cent. With 7 per cent growth in the
GDP, have you seen any spurt in demand
for goods and services in the last three
years? 1f it was so, when you anticipate
only 7 per cent growth in the GDP in the
next year also, wherefrom is a higher
demand for services and goods going to
come suddenly? How are we going to get
more Central Excise duty without a spunt
in the demand? This is also another big
question.

Madam, having said that, ....

SHRI PRANAB MUKHERIEE:
Madam has gone. Sir has come now.

SHRI R. K. KUMAR. So sorry.
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THE VICE-CHAIRMAN (SHRI
TRILOKI NATH CHATURVEDI):
Therc was a sudden transformation.

SHRI R. K. KUMAR: I apologise.
...(Interruptions}...

Nothing has been done for reduction of
the expenditure. We are only assuming
that the revenue will be more. We are
not concentrating on reducing -the expen-
diture. I have to give credit to the finance
Minister that he has openly admitted that
even the very first step that he promised
last year of constituing an Expenditure
Management Commission is still to sce
the light of the day.

Sir, there is a fiscal deficit of 4.5 per
cent. As I told you earlier, we do this
balancing thing. How do even the
nationalised banks publish their balance-
sheet? They do the balancing act. The
amount of dividend that they have to give .
to the Government is fixed. Then on
your interest receipts and interest pay-
ments, you cannot do anything. On ex-
penditure side, you cannot do anything.
So in between, the balancing figure’ is
provisioning. For that you have doubtful
debts, Earlier they used to haggle with
the auditor and reduce the provision to
arrive at the income-tax provision and
then dividend. After the IRAL norms
have come in, we have seen a Jot of
banks going in, red. Here in this Budget
[ find borrowing as the balancing figure
and it is at Rs. 65,000 crores. As against
the borrowing of Rs. 65,000 crores, the
intercst payment amount is Rs. 68,000
crores. We are going to borrow to pay
interst. The whole Housc has been con-
cerned with unincorporated bodies in
Tamil Nadu with lot of finance companies
taking deposits and cheating people.
Now, when the Government of India
borrows money to pay interest, I can say
that the Government of India is also
becoming an unincorporated non-banking
financc company.

Now, Sir, what is the oil pool deficit?
The hon. Petrolcum Minister is here. If I
am wrong he can correct me. The oil
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pool deficit represents the money owed
by the Government of India to the oil
companies. Now, how do the oil com-
panies manage? Well, they pay the cus-
toms duty, the excise duty etc., and to
pay money to the Government they bor-
row, Wherefrom do they borrow? They
borrow from the 1.D.B.1. and other fi-
nancial institutions. If this money is not
paid to them, to that extent the liability
of the Government of India is under-
stated. How long can they go on like
this? Though they may say it is outside
the Budgetary exercise, in reality the oil
pool deficit represents the liability of the
Government of India. Earlier, before the
Budget, administered prices used to be
increased and it was said that the increase
would cover the deficit. But, this year
nothing has been done and we do not
know what is going to be done.

SHRI T. R. BAALU: So, you are
surprised, because it has not been in-
creased.

SHRI R. K. KUMAR: My point is, if
you had increased it already, then non-
provision in the Budget could be jus-
tified. You have not increased the ad-
ministcred prices earlier to the Budget,
because the Government does not want
to become um-popular. We know the
deficit. If you had aiready increased it,
you would have become unpopular, By
not increasing it, you are not providing
for the liability of the Government. So,
the whole Budget exercise is like banks
balancing their balance-sheet to declare
dividend to the Government or the com-
panies obtaining loans, giving the
D.C.S.R. as per bank norms. My charge
is that this Budget has been balancing
act. It is not based on reality. That is my
lurking fear. If the exercise had been
done in that manner, we are going to be
in a very serious problem within three to
six months. Sir, since my party has only
half-an-hour and two Members of my
Party want to speak, I, being the Deputy
Leader of my Party, will accommodate
them. So, I will take only five minutes
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more and go direct to the direct tax
proposals.

Sir, much has been said about lowering
of the direct taxes. They have reduced
the tax {rom 15, 30 and 40 pert cent to
10, 20 and 30 per cent. Sir, a figure has
been given saying that only 12 thousand
people file tax returns of more than
Rs. 10 lakh. We do not know how many
people pay tax on income up to Rs.1
lakh. By lowering the tax, how much
money are you going to get? The Finance
Minister says, “I am putting so much of
money in the hands of the tax-payers.”
They will spend or save. Well, what do
they save? Up to Rs. 1 lakh, Rs.5,000.
How many assessees are there? Twelve
thousand assessees have income of Rs.10
lakhs. I take it as fifty times of that as
people having Rs.1 lakh income. Then
also it will be only Rs. 300 crores. Is Rs.
300 crores going to do anmy magic? How
can you say by lowering the tax, you are
putting so much money in the hands of
the tax-payers and that demand will be
created? Either they will spend or save.
That argument does not hold good.

Now, Sir, coming to the ‘presumptive
tax’, no doubt the Rs.1,400 scheme has
been abolished. A new provision instead
has been introduced saying if you do not
show an income of 5 per cent of your
gross turn-over, those who have a turn-
over of less than Rs.40 lakhs, will have to
keep books of account and get it audited.

6.00 p.M.

What 1 am saying is against my own
profession. If this provision is there, my
professional brothers, auditors would get
a Jot of work. But take the case of a
small trader with Rs. 20 lakhs turnover.
If he maintains his books, it is all right. If
he doesn't show 8 per cent or 5 per cent

*or whatever it is, you scrutinise his

return. Why do you want him to spend
money and go to an auditor and get it
audited? So, I request that the
requirement of tax audit for small traders
should be done away with,
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Now, 1 want to draw your attention to
a provision in the Finance Bill. Section
44 (b) shows an amendment with
retrospective effect from 1976-77. 1t is
not the scheme of the Income Tax Act. Tt
is totally wrong. If some mistake has
crept in, you have got four years
limitation under section 154. You have
got two years limitation for giving effect
to appeal under section 153. If the
income has escaped assessment due to
concealment, the maximum period is 10
years. But here in this section 44 (b) it
-has been given with retrospective effect,
from 1976-77, about 20 years. How is it
possible? How can an assessment of 20
years old be rcopened? This is for the
Financc Minister to consider. In Section
44 (b) the Finance Minister says that the
proposed amendment would take effect
from a retrospective date, the 1st April,
1976, <ume 21 years back and would
accordingly apply in relation to the
assessment year, 1976-77 and subsequent
years. Maybe a decision from the
Supreme Court or a High Court has just
come relating to that year and that is why
he wants to give effect to it. He cannot
make a legislation making it applicable
from 20 years back. It is unthinkable of.

Sir, in the dividend tax an illusion has
been created. Earlier scction 22 was there
in the Act of 1922. For non-declaration
of dividend, there was 25 per cent
additional tax. The same thing happened
in section 104 of 1961 Act in respect of
closely held company. If they did not
declare dividend, we were levying on
them 25 per cent tax. Now, we are
levying 10 per cent tax on those
. companies who declare dividend. Sir
there are a large number of companies,
there are a large number of sharcholders
who get dividend and that dividend is
also exempt under section 80 (L) up to
Rs.13,000. What is going to happen is,
these companies, wha pay tax of 10 per
cent, to that extent, they are definitely
going to declare lesser dividend. This
provision is not in the interest of small
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shareholders, but only in the interest of
big sharcholders.

Sir, corallary to this is the object of
introduction of the MAT. Last year it
was said that a lot of companies were
decjaring dividend without paying tax.
When you introduced the MAT, there
was a lot of opposition. You have
brought is a cumbcersome procedure of
credit in the subscquent years. Now you
tax 10 per cent on the dividend declared.
These twp, in my opinion, cannot go
together. So, I suggest either you don’t
tax 10 per cent on the dividend declared
or you completely withdraw the MAT.
Don't go in for all cumbersome
procedure of claiming credit in the
subsequent years.

Sir, in the last Budget, 1 made a
submission  with regard to  the
simplification of procedure. When you
file a tax rcturn, and there is no question
to be asked. They have to send an
intimation for the assessce that it has
been acccpted. In many cases, the
Income Tax Department doesn’t do it.
So, 1 advise all my clicnts to pay Rs.100
or Rs.200 less so that they will demand
that and T will know that it has been
completed.

1 thank the hon. Finance Minister for
introducing a provision under section
143 {1} (c¢). This .is a provision under
which intimation would be sent to all the
assessces  whose returns  have been
accepted. But my submission is that there
is no time-limit, There should be a time-
limit. Today if I file a return whether it is
accepted or not, unless I pay the tax
short by a [little amount, it is not known.
So, my submission is that within a
particular time, the intimation should be
given to the assessee.

Sir, T want to point out about the
withdrawal of section 80 GG, that is,
relicf for house rent paid by those people
who don’t get house rent allowance.
People getting house rent allowance
already get the benefit under tax
exemption. But those who dom’t get
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touse rent allowance, by withdrawal of
section 80 GG, they stand to suffer. So, 1
suggest that section 80 GG should not be
withdrawn.

Then, coming to the four criteria,
already, a lot of people are transferring
their cars, to the names of their wife or
sons and tclephones to somebody else’s
name. This is not the way you want to
rope in or widen the tax net. As I said,
there should be some recognition for the
tax-payer. When I buy a new car, in
Madras, 1 go for its registration. I am an
income-tax payer. But the motor vehicles
authority does not bother about all these
things. He wants my ration card. I do not
have a ration card because I am not
eligible for it. Now, I find it difficult to
register my vehicle. Why can’t the motor
vehicles authority ask for my income tax
number or my Permanent Account
Number? Instead of saying “you file the
seturns”, it should be the other way
round. The ‘department is so corrupt that
anything can be overcome. All these four
critcria are not going to help the
department in any way. But it can be
done the other way round. When a
person registers his car, the motor
vehicles  authority . should ask for his
income-tax number; when a person buys
his airlines ticket for foreign trip the
airlines company should ask for his
income-tax number. That way, you can
rope in a lot of people.

There is another important thing which
affects me personally and a lot of
professionals and that is the amendment
to section 80(0). Earlier it covered fees
received in  foreign exchange by
professionals also; there was 50 per cent
exemption. Now it is restricted to
patents, royalties and things like that.
The hon. Minister was not a Minister for
a brief period, after being the Commerce
Minister. It was reported that he had
given advice to Enron, etc. If he received
the fees in foreign exchange, he was
gefting exemption. A lot of architects,
advocates and chartered accountants
render service to foreign companies and
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carn foreign exchange. The object of
scction 80(0) is to enhance foreign
exchange earnings. There is abosolutely
no justifcation for withdrawing this
concession given 0 encourage earning
foreign exchange. 1 strongly request the
restoration of professional fees in section

80(0).

Then, there is no justification for the
firm tax at 35 per cent. Earlier, the
maximum rate was 40 per cent, whether
individual or firm. Now, the rate for
individuals has come down to 30 per
cent. But, the firm tax is at 35 per cent.
There is no justification for this. Again,
they arc liberalising everything; the
artificial disallowance on guest house,
entertainment etc are being witthdrawn
welcome it. But, what about the salary
paid to partners? To that extent, there is
double taxation. The firm pays tax and
the partners also pay tax. At least there
should not be a ceiling on this. The
partners’ salary, at least in repsect of
professional  firms, should not be
disallowed. That provision should be
amended. If it is not done, I would
advise all the partners of firms to start as
many guest houses as they want; to
entertain as much as they want. By this,
we are encouraging professionals and
partners of business firms to be
dishonest. Artificial disallowances are
removed. But still, there is an artificial
disallowance in repsect of salaries paid to
partners.

Coming to central excise, 1 have two
submissions to make. The hon. Finance
Minister’s proposal reads that all the re-
rollers arc the same. Somebody has done
something wrong and the basis of
taxation becomes the installed capacity.
There is a saying in Tamil

Kuthiraippu “Kurram” Yenral
Yanaippu *Arram” Agathu

If you call the horse ‘kurram’ in
Telugn, then, the elephan' cannot be
called ‘yerram’. If somebody has done
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somcthing wrong, why do you want to
penalisc all? There are genuine cases.
There are genuine re-rolling mills who
have problems, who cannot fully utilised
the installed capacity. You cannot say all
have to pay tax on the installed capacity.
I am not manufacturing, I am sleeping;
how can 1 pay tax on the installed
capacity?

The second things is this. 1 may be
wrong. I heard about it only yesterday. I
had no time to check up. But the hon.
Minister is here. I am told, now, after the
Budget under a notification, tile factories,
manufacturing roofing tiles, have to pay
15 per cent Central Excise, while the
bricks are exempt from Central excise.
This is an anomalous situation. As a
matter of fact, when I started my practice
I used to go from Madras to Mangalore,
to audit and it a lot of tile factories.

You do not pay tax on the bricks used
to build four walls. I am sure the Finance
Minister does not want the poor people
to live within the four walls, without a
roof. This is an industry in the small-scale
sector which is existing in Kerala and
Mangalore. So, fifteen per cent Central
Excise Duty on tiles is not justified at all.
With these submission, I conclude my
speech. Thank you very much.

SHRI KRISHNA KUMAR BIRLA
(Rajasthan): Mr. Vice-Chairman, Sir, I

am grateful to you for having given me.

this opportunity for offering my
comments on the Budget that has been
presented by the Finance Minister. ]
would like to comphment the Finance
Minister on the Budget. I think this is a
good Budget. The Budget had to address
itself to outstanding economic problems,
to gear up industrial production, to revive
capital market, to promote exports, to
assist the agricultural sector, to contain
inflation and to provide funds for the
social service sector. The Budget does all
that, As per the report of the Lakdawala
Committee, thirty-eight to forty per cent
of the population of the country is still
below the poverty line. T am glad that the
Finance - Minister has provided several
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measures to improve the lot of the
poorest of the poor. Several schemes
have been announced by him for
strengthening various schemes which are
already there, such as providing more
funds for the Basic Minimum Service
Plan, accelerated irrigation programme,
the Ganga Kalyan Yojana, all these steps
are steps in the right direction. I would
like to make some suggestions. The
Finance Minister has reduced taxes both
at the personal level and at the corporate
level. He has also abolished the dividend
tax. But a new tax has been started which
is to tax the distributor's profits of the
company. The Finance Minister has said
that this was to induce theé companies
which paid exorbitant dividends to retain
profits. Now, the question is: How do
you define the exorbitant dividends?
What exactly do you mean by that? In
my opinion this is another way of taxing
the companies. Let us consider a practical
proposal. Suppose a company has a net
profit of Rs. one crore before providing
for tax, out of Rs. one crore it has to pay
Rs. 35 lakhs as tax. Then ultimately, the
company is left with 65 lakhs. Suppose a
company provides Rs. Forty lakhs as
dividends which is not a high figure for a
company earining one crore of rupees,
and suppose a company were to provide
40 per cent, it would mean that the
company will be required to pay an
additional four per cent as corporate tax.
Sir my suggestion to the Finance Minister
would be that when he inflicts the
charging company with heavy taxes, let
there be at least some sort of
understanding in his mind, some sort of
assumption in his mind as to what he
means by companies paying exorbitant
dividends. I would suggest let 60 per cent
of the profit be the limit. In case the
company pays dividends up to 60 per cent
of its  profit it should not
be required to pay any such tax. In case
it pays over and above 60 per cent, then
whatever be the amount of the additional
dividend, the Finance Minister can
certainly charge that company. Mr. R.K.
Kumar has very intelligently analysed this
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question. He said that as far as the
shareholders are concerned, they would
really welcome a decent increase in the
dividend. Mr. Kumar, I am refemring to
you. You referred to the new tax of ten
per cent.

So, in view of that, unless a cgse is
built up against it, it will not be proper to
charge taxes on dividends and I would
recommend to the Finance Minister that
he should reconsider this matter.

There is another important matter and
that is about the overall additional
revenue. The Finance Minister has taken
it as 22,798 crores of rupees and this will
look after the increase in expenditure.
The success of the Budget really hinges
on this single factor.

Sir, control of fiscal deficit is very
important for the ecconomy of the
country. Our fiscal deficit pre-empts
funds from the capital market. It raises
the rate of interest. Higher fiscal deficit
leads to higher inflation and lower
growth. I am glad that the . Finance
Minister had, shomehow or the other,
been able to contain the fiscal deficit to 5
per cent, for the year 1996-97. He is
hopeful that in the current financial year
he will be able to maintain it at 4.5 per
cent, and he is targeting at 4 per cent for
the next year. I am glad that this matter
is receiving a great importance from the
Finance Minister and I hope, he will
succeed in his endeavours.

Then the Finance Minister has
mentioned about three important
measures to increase the competitiveness
of the industry. Most of the markets will
be introduced some of them shortly. One
is buying back of shares by a company
which is a system prevalent almost
throughout the West. The second is
modification of sections 370 and 372 of
the Companies Act to provide greater
flexibility to intercorporate investments.
And the third is that FERA is to be
replaced. FERA, in my opinion, should
have been condemned by now. That
could be replaced by Foreign Exchange
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" Management Act. Sir, all these are steps

in the right direction, and the sooner they
are taken, the better for the people, the
better for the corporate sector.

Sis, there is another good thing which
the Finance Minister has done. As far as
export earnings are concerned, they will
no longer attract MAT. This is certainly a
good thing. T only hope that the Finance
Minister could completely abolish MAT.
That would have been the best thing. But
he has taken, at least, some measures. [
would certainly compliment the Finance
Minister on that, but, side by side, I
would also like to remind him that it
might not be a populist measure, and he
will have to think over it as far as the
value of the rupee is concerned. Sir, at
present the rupee is quite strong, but as
per the existing ordinary law of currency,
in case in our country the inflation rate is
8 per cent and in the West it is 3 per
cent, then it would mean that every year
our products will become constlier by 5
per cent compared to foreign countries,
and if that be so, even if foreign
exchange comes into our country by FlIs,
that would be no matter of satisfaction.
The point is that despite all the decisions
taken by him, they will not be able to
compete wth others in the foreign
markets. So, my suggestion to the
Finance Minister is to think about this
matter from time to time and in case he
finds that our idigenous industries are not
in a position to compete and that it is
because of the higher inflaltion rates in
our country, compared to other
countries, he should give a second
thought as far as the rupee value is
concerned.

Sir, tariff rates are being reduced on a
number of commodities. I perceive that
this has become a kind of fashion that
when we talk of globalisation and
liberalisation, I think every Minister
would like to show, well, how liberal we
are and we would like to reduce the
tariffs. Sir, it appears to me that in
another six or seven years our customs
duty will become 10 per cent. I don’t
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deny that it is in keeping with our
commitment, our assurance to the WTQO.
As far as that is concemned, I have no
quarrel. The question side by side is that
indigenous industry should not suffer. 1
would like to mention that all the
countries in the world including the most

capitalist country of the world, the

United States, look after their industry’s
interest and they make it sure that their
industries, do not suffer. Therefore, 1 will
plead with the Finance Minister, let him
to go alongwith the WTO. But side by
side let him liberalise the other protective
laws. The anti-dumping law unlike other
countries is presently taking enormous
time to establish that dumping is taking
place. 1 would like 10 mention that
indigenous industries are prepared to face
competition. Perhpas, you might have
heard or you might have read in the
newspapers that all we want is a level
playing field. Some steps have already
been suggested by the Finance Minister. 1
have thrown some light on them a few
minutes back. There are three main
deterrents which affect the
competitiveness of Indian industry and
they should be very carefully understood.
One is the high rate of interest. Our rates
of interest are 17% to 18%. In most of
the countries of the west the rate of
interest is 6% to 8%. At least in two
countries, both are highly industrialised
countries, Switzerland and Japan, the
rate of interest is only 3% to 4%. How
can our industries compete with others?
We are charging an interest rate of 18%
whereas other countries are charging an
interest rate of 6% to 8%. Two
important countries including Japan
which is one of the top leaders of the
world are charging interest at the rate of
3% to 4% only. I would suggest that as
soon as possible our interest rate should
be reduced at least by 4% to 5%.

Now take the case of power rates.
What we are doing is... (Interruptions)

SHRI SATISH AGARWAL: Excuse
me. How can the interest rates be
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brought down when the Government of
India is borrowing at the rate of 13.85%?

SHRI KRISHNA KUMAR BIRLA:
That is a very important question which
you have raised. It requires a long and
detailed discussion. It cannot be done in
this debate which is meant for a specific
purpose. This is certainly a point on
which 1 would like to have a discussion. I
raised this question. The Indian industry
is charged at the rate of 18%. It cannot
compete with industrics which are paying
interest at the rate of 4% to 5%.

The other point is regarding power.
What is happening? One section of the
society is required to pay very low rate of
power. That does not come out of the
Budget of the Government. But another
section of the society is required to
finance that. The result is that our rates
are three times higher compared to the
rates prevalent in the western countries.
Power rate plays a very important role
because new machines are coming. With
more and more modernisation power has
become a very important factor and it
plays a very important role, as far as cost
of production is concerned. That apart,
wherever power is supplied, in most of
the States it is supplied by the State
Electricity Boards. The supply of power
is erratic. Every hour there is some
breakdown or the other. it means, as far
as sensitive machines are concemed, that
if there are breakdowns in the sensitive
machines and as a result the amount of
repairs go up. This should receive the
attention of the Government.

Now I come to a ticklish question. But
it is a question which we should not fight
shy of and he should try to face it. I will
also suggest some measures to him. It is
regarding the Exit Policy. Soon after the
announcement of the Liberlisation Policy
of the Government of India, it has been
suggested from time to time that an-Exit

"Policy is round the corner and it will be

announced any day. But nothing has
been done. All throughout the world, I
would like to mention, the companies are
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modernising. The companies are updating
their plants, They are going in for most
modern and updated ‘technology.

What does modernisation mean?
Modernisaton means more automation.
Everyone is aware of the revolution
which has taken place in the field of
computers. Modernisation means more
automation. More automation means
more productivity and less labour. A
question immediately arises: What will
happen to the surplus labour? How will
we absorb this labour? That labour has to
be absorbed. They will not have to be
paid idel wages. But that labour can be
absorbed in other industries. As soon as
the standard of a country improves it can
absorb that labour. This is what is
happening i all the Western countries.
Once a company becomes more
automated, it reduces its labour. But that
labour is absorbed by some other
industry. But the important thing is all
these countries do not have ‘Exit Policy’.
This is a part of social security. If anyone
is thrown out of the job, he gets some
compensation which is enough for him to
look after himself. The compensation is
not given by the industry. It is given by
the Government under social security
scheme. The Government imposes some
amount of taxes on all the people for
this. When a factory reduces its Jabour, it
is not required to pay any compensation.
Unfortunately in our country, if we want
to improve our efficiency by way of
modernisation, by way of automation, it
is absolutely impossibie to get rid of
labour. I dom’t say that they should
implement the scheme today itself. But I

would certainly say that they should start -

thinking on these lines just like they are
thinking of globalisation. Social security
is a thing which will be most welcome. I
am sure the labour too will very much
welcome it. It will also help our
industries in getting more and more
modernised.

Then something was mentioned about
the Qil Pool deficit. One hor. Member
even suggested that when you have got
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big reserves in the Oil Pool, i.e.
Rs. 35,000 crores, why don’t you debit
the deficit there? I don’t think that is the
right answer. Even Dr. Manmohan
Singh, who is a renowned economist and
who was our Finance Minister till
recently, stated that this was a matter
into which we should go ahead. The only
solution which appears to me is that we
have got to raise the oil prices perhaps
gradually. It may be a very unpopular
decision. But this is the thing which has
got to be done. I am sure the Finance
Minister will do it, as the hon. Member
has said, after the Session is over. In one
of the post-Budget interviews the Finance
Minister said that the Budget was not the
right platform. That may be so. But the
matter should not be delayed
unnecessarily and unduely because this
issue is linked with the fiscal deficit.

I would like to mention here that our
oil production is unfortunately stagnant.
In the year 1986 our oil production had
reached 34 million tonnes. After that, it
has remained in this vicinity. But this
year due to some peculiar circumstances
our oil production would be only 30 to 31
million tonnes; hence there has been no
improvement. Though the matter belongs
to the Ministry of Petroleum, 1 would
request the Finance Minister to talk to
the Minister of Petroleum. What is the
actual position? The position is that India
is importing huge amount of oii. The
amount involved is Rs. 22,000 crores. I
would request the Finance Minister to
take up the matter with the Ministry of
Petroleury so that adequate amount is
spent on locating new oilfields. Foreign
oil giants should also be invited for
exploring oil in India. Sir, something was
said regarding infrastructure. My view is
that due consideration has not been paid
to it. If bottlenecks are not removed, our
industries will suffer. What really bothers
our foreign friends is our poor
infrastructure, Our requirement of power
alone is going to rise by 42,000 MW in
the next five years. This will need an
investment of about 50 billion dollors.
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Then there are other items of
infrastructure like ports, roads,
telecommunications, etc., which will need
another 50 billion dollors in the next five
years. The total amount that we need to
spend in the next five years is around 100
billion dollors or 20 billion dollors per
year. This comes to Rs. 72,000 crores
every year. It is a colossal amount. This
can be only possible by the combined
efforts of the Government of India, the
Indian businessmen and foreign
businessmen. The Voluntary Disclosure
Scheme is a good scheme and it has got
both good points as well as bad points,
The Finance Minister has given an
opportunity to people to disclose their
hidden income. He has also granted
amnesty from income-tax, wealth-tax and
FERA. 1 would like to make a samll
suggestion. Some traders of Delhi came
to see me a few days ago. They said that
during Indiraji's days too such a scheme
was introduced. What happened was that,
when these traders disclosed their income
under this scheme, the sales tax people
came after them. They said, “Since you
have hidden income, you must have a
higher turnover and that means, you have
evaded sales tax”. I know, sales tax is an
item which is outside the purview of the
Central Government. It is a State subject.
But 1 would plead to the Government of
India 10 at least, write letters to Chief
Ministers asking them not to harass the
traders. I wanted to express my views on
the allocation made for Defence. The
Finance Minister has made a solemn
promise that additional requirement of
defence capital expenditure will be met
by him. He said that he will provide
funds for that. Hence, I would not like to
offer any comments on this. I only hope,
the Defence Minister will fully examine it
and in case there is a2 requirement, the
same should be brought to the notice of
the Finance Minister. Our capital market
is in a poor shape. In the year, 1994-95,
the total amount of money that was
collected by the industry from the capital
market was something like Rs. 45,000
crores. In 1995-96, it came down to
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Rs. 29,000 crores. In the current year,
the collection has been only Rs. 20,000
crores. The Budget appears to be good.
But the Finance Minister should keep a
close track of it so that the money that
we draw from the capital market goes up
so that we are able to start new
industries. Sir, 1 wanted to say something
regarding  searches and  seizures.

Since. Mr. Salve has already made
elaborate comments on it, I would only
say that 1 fully agsociate myself with what
the said. The Government of India
shouid sotisfy themselves fully that there
is some ¢vasion of tax before they carry
out any search or seizure. They should
not carry out such search and seizure
operations on hearsay. I would like to
make a mention about excise duty on
molasses produced by the sugar factories.
The sugar industry is passing through
difficult times. Majority of the factories in
India, particularly the factories in U.P.
and Bihar -have- lost heavily this year.
Now, Sir, this is an industry where lots of
farmers are very much closely associated.
Hundreds of crores of rupees at one time
were outstanding to the farmers. Under
those circumstances to tax this industry,
in my opinion, is not proper. Then what
is the amount of this tax which has been
imposed? Formerly, the duty was only 20
per cent ad-valorem. The price of
molasses was Rs. 100 to Rs. 200 per ton
which means the amount of tax was Rs.
20 to Rs. 40 per ton. Now the excise Jduty
has been raised to Rs. 500 per ton; an
increase out of all proportions. 1 would
only ask the Finance Minister to rethink
as far as this matter is concerned because
the sugdr industry is really in a bad
shape. Sir, I am coming to th2 end of my
speech. I would say our aim should be 7
to 8 per cent rise in GDP, 4 to 5 per cent
rise in agricultural production; 25 per
cent should be our target for saving,
there should be a rise of 25 per cent in
exports and there should be a rise of 12-
13 per cent in industrial production. Sir, I
would suggest that these targets should
always be revicwed by us and in case we
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und anywhere some further modifications -]

or corrections are required the same
should be carried out. Sir, all the leading
economists of the world and all the
powers of the world, all the important
powers of the world are saying that in
about 10 years’ time, two countries will
emerge as new super powers. Sir, these
are going to be China and India. 1, Sir,
have no doubt as far as this prophecy is
concerned. 1 have not doubt in my mind
that this prophecy will come true. I
would only say that we have to work
hard for that and we are going to work
hard for the progress of the economy in
all directions. Thank you.

THE VICE-CHAIRMAN (SHRI
TRILOKI NATH CHATRUVEDI): Shri
Sanjay Dalmia. He is absent. Shri Sanjay
‘Nirupam. He is absent. Dr. Mahesh
Chandra Sharma.
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Hon. Members, there is a message
from Lok Sabha.

MESSAGE FROM LOK SABHA

National Environment Appellate
Authority Bill, 1997

The

SECRETARY-GENERAL: 8ir, I have
to report to the House the following

. message received from the Lok Sabha

signed by the Secretary-General of the
Lok Sabha:—

“fn accordance with the provisions
of rule 96 of the Rules of Conduct :
of Business in Lok Sabha, I am
directed to enclose the National
Environment Appellatc Authority
Bill, 1997, as passed by Lok Sabha
at its sitting held on the 17th
March, 1997.”

Sir, 1 lay 2 copy of the Bill on the
Table.

THE VICE-CHAIRMAN (SHRI
TRILOKI NATH CHATURVEDI) : We
will take up the Budget. Shri Sanjay
Nirupam—not present.

The House stands adjourned till 11
a.m. tomorrow.

The House then adjourned at fifty-five
minutes past six of the clock till
eleven of the clock on Tuesday,
the 18th March, 1997.
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