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the criminals and the corrupt people.
And that is why this is a collusion and an
exercise to protect the corrupt and the
criminals in the entire political set-up
and, therefore, I demand that this report
should be placed on the Table of the
House. ...(Interruptions). ..

THE LEADER OF THE OPPOSI-
TION (SHRI SIKANDER BAKHT):
What is the response of the Government?
1 am sorry. ...(Interruptions)... I demand
placing of the report on the Table of the
House. 1 am sorry, Madam, there is no
response from the Government about it.
...(Interruptions)... In protest, we are
walking out. ...(Interruptions)...

(At this stage some hon. Members left
the Chamber)

THE DEPUTY CHAIRMAN: The
House is adiourned for lunch.

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

The House reassembled after lunch at
four minutes past two of the clock, The
Vice-Chalrman (Shrimati Xamla Sinha) in
the Chair.

THE BUDGET (GENERAL) 1996-97
Contd.

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): First,
we will take up the General Discussion
on Budget (General) 1996-97.
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Shri K.K. Birla. I am sorry, I made a
mistake. Smt. Jayanti Patnaik.

SHRIMAT] JAYANTI PATNAIK
(Orissa)] Madam, first of all 1 thank you

[RAJYA SABHA]
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for giving me the opportunity to speak on
the Budget (General) 1996-97. The
Budget promised to reduce the revenue
dificit from 3% of GDP to 2.5%. This is
a welcome step. Similarly, reducing the
fiscal deficit from 5.9% of GDP to 5% is
also a welcome step.

The United Front Government is its
Common Minimum Programme has an-
nounced to reduce the fiscal deficit to 4%
of GDP. I thank it is very unrealistic,
because it requires additional resource
mobilisation to the extent to Rs. 20,000
crores and this is very impractical. There-
fore, the Finacne Ministry, in his Budget
proposals has declared that he wants to
keep this fiscal deficit at the level of 5%
of GDP in 1996-9%.

This fiscal dcficit projected in 1996-97
is Rs. 62,266 crores which comes to 5%
of GDP. 1 wanted to know how the
Finance Minister has compared the Re-
vised Estimates of 1995-96 with the
Budget Estimates of 1996-97. This is
erroneous. The comparision should have
been made between two Budget Es-
timates. As per the Budget Estimates of
1995-96, the fiscal deficit is Rs. 57, 634
crores which was increased at the Revised
Estimates stage to Rs. 64,010 crores. In
the year 1996-97, the fiscal deficit has
been shown as Rs. 62,266 crores which is
much higher when compared to the
Budget Estimates of 1995-96. Therefore,
one is not quite sure what the fiscal
deficit of 1996-97 at the Revised Es-
timates stage would be.

The resource mobilisation done by the
Finance Minister does not bridge the gap

as he has made much expenditure com-
mitment  including enhancement of

Budgetory support to the Plan by Rs.
3,719 crores from the Budgtet of 1995.96.
For a couple of ycars the resources gen-
erated through the disinivestment of pub-
lic sector enterprises are being used to
meet the normal consumption and expen-
diture. To bridge the Budget deficit this
way is not at all a sound fiscal policy. 1
must say that the Budget is good for
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agriculture, infrastruture and social sec- 3 dle classes, without sacrificing much re-

tors. A major initiative has been taken
for

infrastructural development by setting up
the Infrastructural Development Corpora-
tion and by imposing 2% special Customs
Duty. Stepping up allocation for irriga-
tion under NABARD specially helps irri-
gation and agriculture.

The Budget has no impact on improv-
ing the capital market, the liquidity
crunch and the high interest rates. This is
the lacuna in the economy which has
remained unaddressed. The Primary Pub-

lic Issue Marketing is in a serious condi-

tion. The Finance Minister should have
provided tax relief for primary issues to
improve the situation. Madam, it has
been a very good move to tax nearly 1000
zcro tax companics through the Minimum
Alternative Tax.

However, this tax should have been on
the basis of gross assets, rather than on
book profits. That kind of an approach
would have been productive and
cfficient. That would ensure efficiency in
the use of assets.

Another thing is: the Finance Minister
could have taxed the services sector in
order to raise more resources. The nced
of the hour is to raisc more resources.
Therefore, he could have brought in the
services sector. Madam, as the services
sector is growing at such a faster rate,
there is no reason why the services sector
should not be made to contribute tc the
tax cffort. It is very important that we
have a careful look at it and sce how we
can tax the services sector, at the Central
as well as at the State level. I suggest that
we should have a comprehensive survey
of the services sector. We are still not
doing it.

As regards personal income-tax,
Madam, the changes proposed are not
much; there is not much relief. Whatever
changes have been proposed are of a
cosmctic and ad hoc nature. The standard
deduction should have been raiscd adequ-
atcly to provide relief, to the lower mid-

venue.

One of the major weaknesses of the
Budget proposals is that it does not
propose any measures for checking tax
evasion and unearthing black money.
Similarly, there is nothing much in regard
to improving the employment oppor-
tonities and human capital.

Subsidies have been announced for
power tillers, tractors and sprinklers,
which would benefit only a small section
of the agriculturists. We know...

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Madam,
let me remind you that your party has 3
hours and 25 minutes. There are 11
spcakers from your party.

SHRIMATI JAYANTI PATNAIK:
How much time do 1 have?

THE VICE-CHAIRMAN
(SHRIMATI KAMLA
SINHA): If the time is equally divided,
your time is about 14 minutes which is
already up. Therefore, please conclude.

SHRIMATI JAYANTI PATNAIK: 1
would be taking only two minutes more.

As you know, Madam, agriculture, in
our country, is labour-intensive. In that
context, giving subsidies for these equip-
ment would displace labour. This is our
apprehension.

As regards the textile industry, all the
measures proposed for relief focus on
benefiting the segment of the industry
where the employment level is low; like
synthetic, for example. On the other
hand, ten million handloom weavers are
languishing in our country. This would
further affect the handloom industry for
which there is no help in the Budget.

Madam, on the whole, it can be said
that the Budget is a continuity of the
reforms process, with some emphasis on
sacial justice.

Thank you.
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THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Dr.

ANnok viira. He is not here. He would
take his turn when he comes back.

PROF. NAUNIHAL SINGH (Uttar
Pradesh): Madam Vice-Chairperson, 1
would touch upon a few aspects of the
Budgct.

The Budget is nothing but an ‘old wine
in a new bottle’.

THE VICE-CHAIRMAN
{(SHRIMATI KAMLA SINHA): Prof.
Naunihal Singh, your party has 11
minutes lcft. Kindly bear that in mind.

PROF. NAUNIHAL SINGH: The Fi-
nance Minister has given a sugar coated
pill to the Inagian masses through this
Budget.

The Budget does not make any positive
attempt to revitalise the garment industry
which, for the first time, has shown a
ncgative growth. The introduction of a
basic duty of 10 per cent, which would
come along with MODVAT, is looked
upon with disfavour, This additional ex-
cise duty of 10 per cent could, perhaps,
have been reduced from 10 per cent to
about 4 per cent. It is just probable that
the price of cloth would go up.

In fact, the Budget has no specific
focus.

[The budget does not specifically encour-
age savings, attract FDI or look deep intc
the infrastructure bottlenecks. It is a
play-it-safe budget which takes no risks
and would rufflc no feathers. It revealed
no spectacular vision, and aimed at desul-
torily to consolidate many of the reforms
of the past five years.

Madam, it falls on many stools, but
does not. come to grips with the real
problems of the economy. The budget
was longer words and short on numbers,
especially with reference to the Govern-
ment’s stated commitment to the social
sector, investment in infrastructure, ag-
riculture and rural development.

[RAIYA SABHA]
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Madam, the budget does not specifical-
ly mention about the various taxes it is
going to impose. It is a play-it-safe
budgct, which is just to escape the reality
and the responsibilities.

Madam, the budget was based on an
assumption of high economic growth,
yiclding large revenues to bridge the
fiscal deficit rather than on any major
concerted effort to mobilise revenues or
contain expenditure. The money could
have been raised by taxing consumption,
not imports. A substantial part of the
resource mobilisation and expenditure
commitment effort has been left to Com-
missions such as the Tariff Commission,
the Commission on Expenditure Manage-
ment and the Disinvestment Commission.
How much real savings and revenues
would result from these would depend
upon the implementation.

Madam, for the Defence establishment
the budget was disappointing. The budget
gave the military, Rs. 919 crores more
this year than it did last year. Most of the
increase will go towards capital expendi-
ture on aircraft and aero engines, the
naval dockyards and equipment for the
Army. In comparison, Pakistan increased
its Defence budget by 14 per cent this
year. Pakistan allocated Rs. 613,140
crores for Defence expenditure. China
has paid particular attention to its Navy,
Air Force and its missile regiments.

At Rs. 27,798 crores the Indian budget
is Lol cven expected to cover the price
increases over the year. The petroleum
price increase is expected to cost the
military an additional expenditure of
Rs. 400 crores. Continual neglect for the

_sixth, seventh year is unforgivable.

Madam, as a percentage of GDP, De-
fence expenditure fell somewhat from
2.39 per cent to 2.3 per cent. This year’s
Defence outlay is the lowest since the
1962 war with China. We are falling into
the samc trap as then. It is surprising that
there is no appreciation, in the present
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Government, of what security means.
Various purchases have not been made
due to lack of money. The Army wants
funds to buy self-propelled guns, induc-
tion of the Arjun main battle tank and
upgradation of the T-72 tanks. The
Indian Air Force has been looking at the
multi-role fighters such as Sukhoi-30 and
Mirage-2000. The Indian Navy is in dire
nced for the advanced jet trainer and an
aircraft carrier, with INS Vikrant non-
functional and INS Viraat tottering. It
also needs submarines to replace the Fox-
trot class of vessels. Last year, Rs. 1,379
crores more was spent on the military
over the budgeted Rs. 25,500 crores.

As regrds agriculture, there is an en-
hanced outlay for agriculture from Rs.
2,708 crores last year to Rs. 2,831 crores
in the present budget, and for rural
dcvelopment it has been raised from Rs.
7,137 crores in 1995-96 to Rs. 7,520
crores. This is peanuts. In fact, the
budget is heavy on populism and low on
realism. It is a budget full of rhetoric but
packaged well. In reality, the budget is
an extension that the Government will
not be able to retain the five per cent
fiscal deficit as proposed, despite reduc-
tions in dutics and an increased outlay on
infrastructure and social programmes.
And, with the political imperatives of a
13-party coalition being what they are, it
will takc a miracle to hold down cxpen-
diturcs at Budget levels. The Budget
itsclf leaves still scope for profligacy.
However, new expenditure planned on
account of social programmes, surface
transport, irrigation and other investment
in infrastructure, fertiliser and féod sub-
sidies, far outweighs the revenue-raising
efforts. Howcver, it is an open question
whether PSU disinvestment of the order
of Rs. 5,000 crores will be feasible given
thc unccrtain mood in capital markets
and the fall in share values over a long
period.

Anothcr cause for concern is the rate
of inflation, which the Budget assumes at

8.5 pcr cemt. The key to managing the -
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deficit is expenditurc compression by
Government departments with or without
rccommendations of the proposed com-
mission on the subject. Further, loss of
control on the expenditure front will
force up already high levels of Govern-
ment borrowing and RBI credit and lead
to thc undesirable combination of high
intercst rates and high inflation. All the
other expectations in the country about
dispensing the reforms_process, employ-
ment and poverty alleviation depend on
whether the Government is bold enough
to raise revenues, cutting unproductive
expenditure and allocating resources for
the social and physical infrastructure.

A rcview of the economy shows that
the only option before the Government is
not try and make everyone happy, but
distribute the pain as widely as possible.

The current levels of Government bor-

rowing nced to be reduced. |
The Economic Survey confesses thls De-
velopment expenditure has fallen and the
revenue deficit is too high for comfort.
Taken together, all this points to the
incvitablity of vigorous taxation and ex-
penditurc-cutting measures.

The continued rise in industrial produc-
tion pulled the GDP figures up, but the
Central excise collections have not grown
proportionately. The Budget should sure-
ly provide an answer to the conundrum.

Agriculture, which has traditionally ac-
counted for exceptional growth rates, did
poorly and largely, as the Econoemic Sur-
vey acknowledges, because of being
starved of investment. Inflation will rise
to 6.7 per cent in six months. This would
be duc to the increase in administered
piives of petrolcum products rather than
because of the Budget proposals on ex-
cise and customs.

The commitment of the Government to
agriculture and social sector was already
known along with its commitment to
improving infrastructure. However, it was
a moot question how the Finance Minis-
ter would meet these requirements from
limitcd resources and, yet, reduce the
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Budget deficit to 4 per cent of the GDP
Besides, some of the lacunae in the
economy remain unaddressed in the
Budget, namely liquidity crunch and the
very high interest rates in the economy.

And a presumptive tax to mop up the
huge gains accruing to small and medium-
sized business, who do not pay any tax,
has been given a go-by.

Further, T am a little disappointed that
services are not taxed. As the service
sector grows with liberalisation, there is
no reason why services should not be
taxed.

The Budget indicates about the disin-
vestment programme, but no mention has
been made about what the conditions for
this disinvestment are going to be. In
fact, there is no need to privatise the
profit-making public sector companies.
Only one needs to privatise the loss-
making ones.

In the area of personal taxation, I feel
that the changes proposed are of a
cosmetic and ad hoc nature. The solution
lies in indexing the tax system for person-
al taxation, which would provide a point
to point relief to the tax-payers automati-
cally.

As regards the MAT, it has loaded the
tax system with a scheme, which could
not be successfully implemented in the
past. The experience with Sections
80VVA of the Income Tax Act (1984 to
88) and Section 115J (1988 to 1990) have
been thoroughly disappointing both in
terms of revenuc and in administering the
provisions.

Even in the present proposal the re-
venue gain has not been indicated. Be-
sides it violates articles 14 and 19 of the
Constitution of India. In fact, MAT is
not an appropriate solution to make cor-
porations pay more tax. The remedy lies
in phasing out the tax incentives in a
planned manner. It is understood that
roughly 60 to 70 per cent export com-
panies will be hit by MAT. Hence the

" MAT is anti-exports. I strongly feel that
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the Finance Bill does not contain any
proposals for checking tax evasion or
unearthing black money. It makes high
income group tax-payers pay more taxes
for implementing the philosophy in the
Common Minimum Programme of trans-
ferring resources to people to provide
them basic needs.. Of course, the Bill
contains many incentives and provisions
for modernisation and improving indust-
rial growth, but there is not much to
improve cmployment growth and human
capital. Those in the service sectors em-
ploying a large number of persons with
not much machinery and plant have no
incentives to generate employment. A
weighted deduction of salaries paid by
such employers could be given some im-
petus to employment in such units.

Unfortunately, the Budget proposals
are on the lines of previous five years’
Budgets based on fiscal inconsistencies
and a deccisive pro-rich bias. It could be
said to be poor in taxation but rich in
cxpansive gestures of commitment to-
wards basic policies mentioned in the
Common Minimum Programme.

I observe that allocations made for
infrastructure development are pitifully
small in relation to the requirement of
funds for infrastructure development. Be-
sides, I observe that there was no men-
tion of the serious balance of payments
problem that the country is likely to face
in futurc, a problem accentuated by the
all round reduction in import duties and
reduced exports. However, it would ap-
pear that funds generated by the sale of
public sector undertaking units cquity for
current expenditure would be a 9 per
cent inflation. There was no attempt
made for fiscal restraint. In fact, I ex-
press my concern over lack of attention
in the Union Budget towards bridging the
increasing trade gap and improving the
balance of payments situation.

Finally, it is noted that the Budget
failed to indicate about providing incen-
tives for attracting foreign investment
substantially which could have been an
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alternative to remittances from abroad
for making the deficit in balance of pay-
mcents.

SHRI ASHOK MITRA (West Ban-
gal): Madam-Chairman, the other day,
Shri Agarwal offered a comment which is
completely right, there was a disassocia-
tion in time when the Budget was pre-
sented some six weeks ago and in the
meanwhile all passion has been spent.
You can see, look at the deserted ban-
quet hall, if I can describe our House as
that, because there is very little interest
left. But it is kind of the Finance Minister
to be present here and I hope that at
least he would sit through and listen to
some of the dreary things that animals
like me will have to say.

Madam, as you know, in the Budget
speech there are two parallel references.
Reforms are to be combined with com-
passion. Fine is the first thing. The sec-
ond wing is, change is to be combined
with continuity. All T would suggest to
the. Finance Minister is this. I am not
questioning his good intentions. But the
reality of the world is such that the kind
of economic reforms which the Interna-
tional Monetary Found and the World
Bank insist upon cannot be reconciled
with any category of compassion. And
similarly, if you say that you area going
to change, that is break away from what
the so-called reforms have done to the
economy and polity and the society over
the past five years, then we cannot say
‘no’. But you could be encountering fun-
damental, basic, difficulties. 1 would try
to 1 have in mind with reference to some
of the issues that he himself has raised.

There are three categories which he
cxplicitly refers to in the Budget speech
and presentation. The first is about the
problems around the fiscal regime. The
second is about the problems which one
can relate to investment and growth in
inc system. And there is a third thing
that he refers to several times. There are
so many references to compassion that I
am reminded of some remark that Lady

(29 AUG. 1996]

(General), 1996-97 310

Baden made about Lord Baden when the
tidings of his death reached her: “I can-
not really determine whether he was or
was not an actor”. I feel tempted to
question myself. Why does the Finance
Minister make a reference to compassion
in every other sentence? Does he doubt
his own compassion in this matter! Any-
way, 1 doubt, whether this kind of
Budget, in this kind of set-up, can offer
any compassion to the really deprived
section of the community.

A fourth area which the Finance Minis-
ter has not referred to but 1 will bring
upon myself is the whole issue of what is
happening to our external accounts, ex-
ternal econmic accounts, debt-service and
the kind of things. First let us take the
fiscal crisis which is confronting him and
the nation. We are hemmed in by the
IMF dictates that the expenditure should
be cut and therefore, public receipts
should be contained. It is a very simplis-
tic point that if you cut down on income,
the Government will be prevented from
spending. It is according to the philoso-
phy that prevails in that kind of neigh-
bourhood. Public enterprise is sick and
private people should be handed over all
the initiative. Fine. But the problem is,
how do you cut your public expenditure?
For that, you would cut the public in-
come. Therefore, there should be no
direct taxes. No extra burden of direct
taxes. Aand here again, there is the other
problem that direct taxes should be re-
strained because we do not want to affect
the incentive of the big producers, big
farmers, big exporters, etc. So, you havee
to load it on indirect taxes. But even in
respect of indirect taxes, you have been
dictated to cut down on excise duties, on
import duties. As it is a part of the
structural adjustment programme, Yyou
have to cut down. So you are pushed,
pushed and pushed into a corner. What
do you do with raising resources? There
is third directive that is coming from
Weashington DC, that is, you must cut
down on the conventional monetisation
of your deficit, that you must not float in
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excess treasury bills, that kind of things.
What does the Government do?

The Government resorts to borrowing.
You secc, five ycars ago, the overall
borrowing in the Government sector was
of the order of Rs. 5,000 crores. That has
now been lifted in this year’s Budget to
something of the order of Rs. 30,000
crores. Has it lowered the deficit? On the
revenue account, the deficit is as high as
33,000 crores of rupees. This is one of
the highest deficits, if not the highest
deficit, perhaps, the second highest de-
ficit in the entire history of independent
Indian economy. What is the implication?
You borrow from public financial institu-
tions, you bosrow from banks and you
borrow right and left, that is, you just
push forward your problem on to the
future generation—coupon rate and this
and that. Then there is the institution of
deep discount—25 years or 30 years ends.
Let the future suffer, but today, some-
how, 1 make my ends meet. What has
happened to your debt-intcrest pay-
ments? They have jumped to 60,000
crores of rupees out of a total Budget of
little more than Rs., 2,20,000 crores. So,
you have a very little elbow room left for
cithcr your investment activitics in the
public scctor which could have pushed
forward the growth or cven to undcrtake
activities which might even out your so-
cial incqualitics and provide a certain
relicf to the dcprived scctions of the
community.

Now, the Finance Minister will, of
course, contest my statement. Hc said:
“Havcn't I introduced the minimum alter-
native tax?” Yes, of course, hc has. But
it is a very gingerly approach. These
companics arc ready to be soaked. You
rcad the financial pages of the news-
papers, how much profits they are mak-
ing. They have doubled the profits.
Though the market is narrow yet It is
doing well. They are making money. I
am actually a little ashamed that Mr.
Birla is sitting next to me. He cramps my
style. What can be done? (Interruptions)
We are co-citizens of Calcutta. We
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understand cach other. Now, what is this
10 per cent or
12 per cent which you are skimming from
the net ‘income? Why not 25 per cent?
Why not 40 per cent and why not a
minimum alternative tax on profiteering?
You can get a lot of money and solve the
problem. Then the other thing that was
donc before the presentation of the

bsuager was that you raised the prices of
the petro products. The prices have gone

up. Let the consumer suffer. So, finally

you Iogdcd it on the people. How will

you face this prospect of Rs. 50,000

crorcs or Rs. 60,000 crores that you have

on thec interest payments etc.? Now, this

is really the crisis in investment approach.

The Finance Minister will give some fi-
gures about how growth has picked up in
1994-95 and 1995-96. We now have the
data for the first quarter of 1996-97. This
year, the rate of growth has rcally plum-
metco to somcthing like 4 per cent or 5
per cent, the overall rate of growth, and
iIn any case, you secc thecre are some
things that are extraordinarily skewcd in
the kind of industrial growth that you
have. You have 40 per cent growth in
automobile production. India, with a
country of 900 million people, of which
40 per ccent go hungry in the evening, will
initiatc an industrial and economic re-
voiution on  the basis of the sale of
automobiles in the country ! You have
said alrcady the base is narrowing. Some
more foreign units are coming in and the
base is narrowing and you find that you
have a genuine problem in hand and that
must bc going to happen to growth. The
rate of growth is being adversely affected
because of a number of factors. Number
onc is, we have not been able to push up
our rate of investment. You know that
there is some controversy, whether. the
rate of investment in the economy did
decline. And, perhaps, it did decline, but
as regards the national income, the peo-
ple say that there has becn some recovery
although there are other economic statis-
kicians who say that no, this figure is
suspect and onc has to look at these
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figures with a fine tooth-comb. But again
compared to, let us say, China or even
take some of the South East Asian coun-
tries, the level of savings is between 35 to
40 per cent. Even if I accept the official
figures, we are really in the range of 20
to 25 per cent. That is not enough. The
kind of massive push we want to give to
investment will not be provided by this
kind of a thing. Then what will you do?
You will say, all right, the private people
will fill up the gap, our domestic private
chap. With all my defcrence to Mr, Birla,
over a period of 40 years they had all the
protection of the world, yet they did
nothing to set the economy on the right
lines and even if now in the new regime
where they are free, they run to the
multinationals and in the process the
foreigners take charge of our economic
dcevelopment process under whom they
function and the poor Government falls
back on periodical doling out of how
much the foreign investment proposals
would be or what the order of the foreign
exchange proposals would be for clear-
ance. Then you ask of the Government,
“What about the actual investment that
*has taken place? The Government will
say, “Now there is a time-lag, the figures
are not available, etc. etc. These are not
collected Centrally!” There is a long cor-
respondence I had with the Ministry of
Finance and other people and the Minis-
try of Industry. They are reluctant to give
the figures of what is happening. Now
again if T accept the figures that a little
less than two billion dollars came in jn
1995-96, now what is the composition? I
read the newspapers and all that and that
is another thousand billion or two
thousand billions also. All right. Some-
body is going to set up a chocolate plant,
a tolfee plant, a beer distillery plant, two
additional bottling plants for the soft
drinks, a clothier firm, a fried chicken
concession! Are we playing a joke with
ourselves? You add up all these, you see,
crippling investments together. What is
the total that we spent? But then hope
lies eternal in the human breast. The
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Finance Minister has gone on record that
in about a fcw years’ time he wants this
figure of .two billion dollars to jump to
ten billion dollars. Now 1 cannot go to
a bauie with a hope, but 1 think the
objective reality will persuade the
Finance Minister to temper his judgement
now that the foreigners will come. The
foreigners will come not because we want
them to come, but the foreigners will
come because their self-interest is served
by their coming in. And at this juncture
they have reached their judgement that if
they have to come to Asia—there are
other countries in Asia where they would
migrate—in any case'they would watch
what is happening to India because there
is some political assessment that India is
not quitc the right thing to invest in.
Even the so-called international credit
rating agencies come and go tendering
some reports. Despite the five years of
reform, the original assessment of India
as a country which is not worth investing

-in has not been changed. I think, in any

case, this is a hope which is being frus-
trated. But in the meanwhile, you should
have so arranged your economic system
that it is incapable of adding to the
system that you have—and this is what
you have done—freeing your economic
apparatus from enjoying the high life. If I
can make a little digression into how
capitalism flourished in the early phases,
late 18th century and carly 19th century,
there was frugality. There is a way of life
which is frugal and abstinent and as a
consequence of abstinence you have sav-
ings. These savings are then transformed
into capital and this capital is used to
build a huge industrial empire in the
European countries and in the United
States. We have started at the wrong end
of the stick. We are not asking our
people to economise. We are not asking
our people to be frugal. We are asking
them to buy white goods and this is a
particular economic theory. Who is going-
to buy your white goods? It is all right.
There is a limit to the buying of auto-
mobiles even by a family which is very
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high. There is a limit to the buying of
onc-door or two-door refrigerators or
two-colour or multi-colour refrigerators
by ordinary householders. When these
kinds of things are there people will not
save because you are asking them not to
save. You are inviting them to consume
more and more and this consumption is
unlikely to reach you anywhere. So, you
are starving. At the end of five years or
six years you will find that the foreign
investment which you have. altogether
asked for is not coming in. Then, maybe,
the Finance Minister will be lucky if he is
holding another portfolio. But his succes-
sor will have some extra headache.

Let me now go on to the other impor-
tant desideratum in his Budget and which
he has recounted very effectively. That is
we want to have a just socicty where
employment is there for everybody, a
society where there is not too great a
disparity in income and wealth between
different parts of the country, between
different sections of the pqpulation, bet-
ween the people in the towns and the
people in the countryside. What is your
instrumentality? Your Budget does not
provide you any leeway. Mr. Agarwal
had rightly expressed his annoyance that
you assigned Rs. 5 crores to the victims
of highway accidents or Rs. 5 crores to
the poor widows in the countryside. Now
things of that kind are not going to help
India much. You said that you had added
much to the outlay for the social sectors.
A little bit of exercise has been under-
taken there. There is a little bit of
vague exercise which my dear friend, Shri
Missawiaan Singh, did the previous year.
That is adding bits and pieces together
making a lumpsum and saying that the
increase is of the order so many crores.
There is nothing new in it. You could
have introduced one or two concrete
steps. Number one is, you could have
taken a decision that all the Centrally
sponsored schemes are going to be trans-
ferred to the States and you could have
also added a rider that this money is
being transferred to the States on the
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assumption that all this money will be-
handed over to the Panchayat institu-
tions.

THE MINISTER OF FINANCE
(SHR1 P. CHIDAMBARAM): Madam,
we did take a decision in the CMP that
Centrally-sponsored schemes should be
transferred to the States. We called the
Chief Ministers here on July 4-5 and
proposed to them that Centrally-spon-
sored schemes should be transferred to
the States and money would be provided
to the States. All the Chief Ministers,
including the hon. Chicf Minister of West
Bengal whose adviser Mr. Ashok Mitra
was for many years, said ‘no’. On all the
seven basic minimum services, they do
not want thc programmes to be transfer-
red to the States. In the meeting of the
Planning Commission, we have listed all
the programmes in Annexes 1, 2 and 3.
About programmes in Annexe-1, they
have said that they will not be taken over
by the States. About programmes in An-
nexe-2, which cover areas other than the
seven basic minimum services, they have
said we should still keep them with the
Centre. About programmes in Annexe-3,
which are minor programmnies, they are
willing to take over to the States. Let me
reiterate on behalf of the Government
that if Mr. Ashok Mitra can persuade the
Chief Ministers to take over the Central-
ly-sponsored schemes, we will be very
happy to transfer those schemes.

SHRI ASHOK MITRA: It was a de-
sire of all the Chief Ministers. You do
say that you would transfer the program-
mes. What about the transfer of funds?

SHR1 P. CHIDAMBARAM: 1 said
that funds would be made available to
tnem.

SHRI ASHOK MITRA: This is pre-
cisely the point. Anyway, let me give
some more examples. This morning, dur-
ing the Question Hour, there was some
discussion about land reforms which is
really crucial to building a just society. I
was a little unhappy that Mr, Agarwal
has capitulated ...(Interruptions)...
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THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Dr.
Mitra, I am sorry to interrupt you.

SHRI ASHOK MITRA: Will 1 sit
down?

THE VICE-CHAIRMAN
(SHRIMATI KAMIA SINHA): You
don’t sit down. Your party has two
names. You have consumed half of the
time.

DR. BIPLAB DASGUPTA (West
Bengal): Let him continue.

THE VICE-CHAIRMAN
(GiiRimiATI KAMLA SINHA): Fine. 1
am not asking him to conclude. 1 am only
reminding about the time-constraint.

SHRI ASHOK MITRA: Hon. Finance
Minister has taken two minutes of my
time. I should be given that time.

This morning we had a discussion ab-
out how land reforms were not being
accelerated. There was a near unanimity

that the State Governments were re-.

sponsible for the slackening of the land
reforms. Here one important data was
missed out. That is, under an amendment
to article 31, all Bills in a State Legisla-
ture which are intended to acquire pro-
perty on behalf of the State will have to
be referred to the President for his con-
sent. And you cannot have any land
reform without acquiring land. You have
to acquire land and redistribute it. I
remember an instance in my own case. In
the case of West Bengal, we knew that
thc provisions about land ceilings were
bypassed. Why? We have perfectly tilled
the agricultural land. Overnight you just
flood it with water and then claim that it
is a fishery. You have cultivated in the
previous season. Now you have harvested
the barren land lying there. You just stick
in a frail Jemon tree and the next mom-
ing you say that it is an orchard. So, we
wanted to stop all this nonsense and tried
to introduce an amendment to the Land
Reforms Act. It got stuck in the ‘eighties’
in New Dclhi for about seven years. So,
these are issues on which it is possible to
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be blamed. Otherwise it is a lot of
verbiage which does not serve any pur-
pose. If you say that you are going to
continue the reforms, you must have
some leverage. Otherwise, you will con-
tinue to hear complaints from States like
Assam, Orissa that nothing is happening.
Why does the private sector not move in?
Because there is no infrastructure. When
the private sector moves in, it demands
infrastructure. But infrastructure is not
coming in. The Government does not
have the money to built infrastructure.
So, these States wil have to just remain
in darkness and this is not the only
probiem with this kind of thing. I am
forgetting about the other things. Your
liberal regime has ensured that some
people in urban areas who are at the very
top make pots and pots of money. What
can you do? We have allowed the multi-
national corporations to come in, the
foreign financial institutions to come in,
foreign television channels to come in an
foreign banks to come in. Your average
Sccretary in the Government. of India,
even with the Pay Commission’s recom-
mendations, will, perhaps, get Rs. 20,000
to Rs. 25,000 per month. His offspring,
who is hardly 25 years old, will get
rupees one lakh or two lakhs or three
lakhs per month from these foreign en-
tities. This is happening. I know of a
certain lady in New Delhi whose annual
earning is in the region of three and half
ciuires of rupees. Forcget about what is
happening to equality. How are you go-
ing to manage your public finances with
so much of expenditure? With so much of
pressure, you as Finance Minister, will
you be able to cope with it? It is a
problem you will have to learn to live
with. Finally, 1 would like to mention
somecthing about what is happening to
external payments. In this entire lurid
history we know how suddenly in the
carly nineties we had this crisis in our
balance of payments these so-called
cconomic reforms were introduced not
out of any philosophical conviction that
things had gone wrong over the past 45
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yecars, therefore, we must cross over to.
cconomic liberali

sation. We had to cross over because the
IMF and the World Bank said, ‘If you
want money from us—you are short of
liquid cash, you are stuck—vyou have to
accept what we have to say. You have to
accept the lowering of import and excise
duty. You have to accept devaluation of
the rupee. You should accept the opinion
that you should not spill too much on
public expenditure. You should cut down
on the operations of your public sector
undcrtakings,” so on and so forth. All this
happcned because you were stuck. Why
was this crisis generated? It was because
of some of the short-term dcbts that were
indulged in by the Government that was
there between 1985-1990. The crisis
developed because of some extremely
indiscreet financial management on the
part of thec Government that was there.
This is all ancient history. It doecs hot suit
my tastc to go into all these dctails. What
do you do? You kept on borrowing. You
borrowed all through these years. Your
borrowings were to the tune of a hundred
billion dollars. Suddcnly, it camc down to
93 billion dollars. Somc European
currencics, the Governments decided to
depreciate. So, our indcbtness with some
of the nations went down in dollar terms.
This is no lowcring of the figures. Why
don’t you say in rupee terms what your
total indebtedness is? Is it a hundred
thousand crores of rupees as against,
perhaps, Rs. 65.000 crores, five years
ago? We have to first calculate it in
rupees bcfore we can convert it into
dollars. Let me put another question. In
which direction are we going? We are
periodically lowcring the value of the
rupee because we think that it will give
us some advantage in exports.

3.00 P.M.

Then we go about having reduction in
import dutics. But by lowering the value
of the rupee, you are really negating the
impact of your import dutics because in
cffect, in rupees terms, you cost goes up
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Then, you have further devaluation to be
followed by further reduction and so on.
You arc under pressurc because you have
to satisfy the conditionalitics set for you.
But do these conditionalitics, in their
totality, add up to a cohedrent
programme of economic development? |
am very doubtful about it. Then talking
about rcforms, why are we indulging in
this exercise? Reforms have not given us,
are not going to give us any fruit. You
know that the internal engine of growth
cannot bc sustained if the bulk of the
population do have the purchasing
powcr—land reforms and other things.
But what have we got of out reforms?
Let me be blunt. Let us take the five
years since rcforms. The rate of growth

of national income over these five years
is stil lower than the rate of growth
between 1985 and 1990. The rate of
growth is still lower than what it was over
the entire decade of the 1980s. This is the
reality. In terms of investment, the rate
of investment is certzinly not higher than
what it was in the 1980s even if you
include what the forecigners are
contributing. Now we had a little
discussion in  the Question Hour
yesterday over the entry of forcign
financial institutions our share market
portfolio investment. There is again a
thesis that there is a supplementarity
between long-term direct investment and
portfolio investment. If money goes into
the portfolio investment, that money will
not be  available for long-term
investment. Again, I don’t want the
Finance Minister to accept fully this
particular thcory. These are really
conflicting objectives. Now the reason
why the internal activities of our domestic
industrialists and others will be affccted is
that thcy had becn habituated in being
led by public investment.

If there is public investment—that is
the history of this country—that public
investment drove away private
investment. But that lever of growth is
missing jp the matter of public
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investment. So, on your own, vou do not
know and vou arc trying to have an
alternative lever of what the foreigners
will invest. But then from the short-term
expcrience of the foreigners, we Kknow
that thcy arc coming and arc trying to
buy out vour shares in the established
industrial units. Now this is a point which
1 would repcat for thc sakc of the
Finance Minister’s listening ear. The
modalitics are simplc. You first depress
the price of the shares of local units and
then at this depressed price you buy. All
kinds of storics arc floated. In addition to
what they arc buying within the country
despite this so-called 24 per cent gap,
there is the danger that  they might
accumulate bonds, scrips. ctc., through
the issuc of GDRs and thercby come to
control somc of the Indian companies,
not only the Indian companics but also
the public financial institutions like the
ICICI. 1 am asking you: Why has
liberalisation, cconomic reforms, been
madc into such a holy cow?

What have we got? Our rate of growth
has bcen lowered. our investment has
been depressed. Our cntire structurc of
economic balance between the rich and
the poor has been titled in favour of the
rich and cmplovment of course has
shrunk and shrunk and shrunk and
whatever little vou have tried to do
through vour National Rencwal Fund is
to doic out somc moncy. If only that
moncy wcre available through
restructuring the units, then at lcast we
could have saved some emplovment and
got somc incomc out of the capital that
we have invested in these units. So, Mr.
Finance Minister, I do not question you
intentions. I still believe that you, being
one of the major draftsmen of the
documcnt, do have some trust in the
common minimum programme but unlecss
you snap the links with reforms you will
go nowhere and we as a nation will not
go anvwhere. Thank you. (cnds)

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Shri R.
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K. Kumar. He is abscnt. Shri N.X.P.
Salve.

SHRI1 N.K.P. SALVE (Maharashtra):
Madam. 1 must apologisc for not being in
time. I should . have becen the first
spcaker. but duc to some communication
gap I was told that it was to come at 2.15
p.m. and it started carlicr than that.
Madam, the other day I was listening to
the debate. 1 must refer to some very
important points madc by two of thc
spcakers, Mr. Satish
Agarwal and Shri Pranab Mukherjee.
They prcpared their speeches very studi-
ously and very painstakingly and they
made soine very important points and 1
ardently hope that they will not be put
under the carpet but they will be dealt
with. Spccially, I am going to refer to
some to the points made by Mr. Pranab
Mukherjee and also some of the points
made by Mr. Satish Agarwal. Madam, 1
am aware of the fact that it is not easy
for the Finance Minister of any coalition
Government to prepare a Budget which
will be acceptable to all the political
parties. Specially, if Communists happen
to be part of the coalition, God help the
Finance Minister. Perhaps for the bril-
liant Finance Minister from Tamil nadu a
Bharatnatyam performance on a tight
rope loosely help by thirteen political
partics would have becn easier than to
prepare the financial proposals. Therce-
forc, we arc aware of his limitations and
wc commend his efforts in many ways
and if some of us are critical of the
actions of the Government 1 want to
make it absolutcly clear that it is not that
we want to oppose the Budget, it is not
that we are opposing the Government but
we want the Government to improve the
governance, give higher political stability,
financial stability and cconomc stability.
From that point of view I must say thcre
arc quite a fcw positive and commend-
ablc proposals in the Budget. But before
that 1 must commerid. the Common
Minimum Programme. I think it is a very
brilliantly prepared historic document. It
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«ua*# &nsxmve documem and I call it
Historie afid 1 greatly revere it for one
reason ‘that in the document there is a
categorical reiteration and reaffirmation,
and approval of the seal of the country
on the economic reforms which started in
1991,

The quintessence of the eoconomic re-
forms had been so succinctly but categori-
cally reiterated by the Finance Minister in
para 5 of the budget speech ... (Interrup-
tion) ... Mr. Balanandan and Mr Ashok
Mitra are living examples of what I have
said just now—the difficulty of a coalition
arises from the Communists.

Madam, I happened to be the Minister
in waiting way back in 1983 when Presi-
dent Mitterand came to India. We went
to visit Ajanta and Ellora. 1 had an
opporunity of having a long talk with
him, a hecart-to-heart talk. He said one
thing, ““....Communist Party unfortunate-
ly is one which has its own predilictions
and affiliations to its party programme
and when it comes to a doctrinaire mat-
ter, they will keep all other interests
secondary, including national interest.”

That is what Mr. Mitterand said, with
his experience. I hope our experience is a
little better. Be that as it may .... -

DR. BIPLAB DASGUPTA: Mr.
Salve, you please repeat the quote be-
cause Mr. Mitra is not here. If you could
write it down, I will give it to him.

SHRI N.K.P. SALVE: To whom? To
Mr. Mitterand! Mr. Mitterand is no
longer here. I am referring to Mr. Mit-
terand of France, not Mitra of India.

DR. BIPLAB DASGUPTA: I could
not follow the French accent. That is all.

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Mr.
Salve is talking about the late French
President.

SHRI N.K.P. SALVE: I would not be
Minister in waiting for Ashok Mitra ever.
I hope not.
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Madam Vice-Chairman, I was referring
(Irmterrupiions) ...

THE - VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Bet-
ween Mitra and Mitterand, there is a
slight accent difference.

DR. BIPLAB DASGUPTA: Madam,
there is a mistaken identity.

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA) Necver
mind, Let him continue.

SHRI N.K.P. SALVE: Madam, what 1
commend is the very succinct but categor-
ical reaffirmation of the commitment of
this Government which comprises 13 par-
ties, a coalition of 13 parties. The budget
reterates that the Government will follow
the economic policies that will promote
growth with social justice and lead to
greater self-reliance. “We have not use of
jobless growth nor that growth which
leaves untouched large sections of people

. We will remove controls and regula-
tions over agriculture and industry. We
will keep our economy open and com-
petitive in order to encourage more fore-
ign trade and attract more foreign invest-
ment. We will reform the tax system.”
Amen! ....

SHRI V. NARAYANASAMY: Mr.
Balanandan is very suffocated now
(interruptions) ...

SHRI N.K.P. SALVE: I am one for
social justice. But the difference between

‘me and Mr. Mitra is, I believe that there

can be growth without social justice;
there can be economic growth without
social justice. But there can never ever be
social justice without economic growth. If
that proposition is acceptable to you,
90% of the speech that we have heard
just now becomes irrelevant. He made a
brilliant speech. I commend it totally. He
did not have to refer to any notes. But it
has to be understood that ultimately the
bottomlinc is

growth. The quality of growth is impor-
tant. The budget categorically state in
para 5 that the Govt. does not want
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jobless growth. We want more jobs. We
want amclioration of the economic condi-
tions and social emancipation of the clas-
scs which have been denied the fruits of
growth, which have been oppressed, the
less-privileged and the under-privileged.
Had that will come not by high-sounding,
empty slogans and shibboleths, which
have tonnes of words without an ounce of
sense in them, but by having a ruthlessly
pragmatic approach in the whole matter.
From that point of view, I must submit
that ccrtain measures are very commend-
able. Refore that, T have a basic objec-
tion to the entire Budget figures. The
other day, Mr. Pranab Mukherjece
pointed out with very relevant and cogent
arguments and reasons that the fiscal
deficit could not be less than 6.3% and
his allegation was that the Government
has overcstimated the revenues and
undcrestimated the expenditure. He
made very good points about that. ¥ that
be so, then I have a very serious ap-
prchension about the quality of manage-
mecnt of the economy. Fiscal deficit of
6.3% of the G.D.P. is very high one.
This country cannot afford it. Much® of
the problems of this country, economic
problems have been due to high fiscal
deficit. But, I have a more fundamental
objection and it is that the Budget Es-
timates for 1995-96 were revised by Dr,
Manmohan Singh in February, 1996.
Nearly five months thereafter, the pre-
sent Finance Minister presenting his
Budget, rcvised the Estimates and he
mentioned the same figures which were
mentioned in  February. After five
months! Madam, what kind of a Budget
are you having in which we don’t have
actual figures of 1995-96 or at least Re-
viscd Estimates for 1995-96 on a much
better basis? If these figures are not
correct, then all the deficits have no
mcaning whether it. is fiscal deficit or
revenue deficit. These would hardly have
any meaning. In the light of what Mr.
Pranab Mukherjee has said, 1 am ex-

‘tremely worried; 1 am disconcerted over

‘this and 1 hope, some reason will come
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out because the accounts of the Govern-
mcnt, as far as I know, arc ready and
complcted by May; they may be unrecon-
ciled. Easily, they could have madc the
revised Estimates for 1995-96 and the
various dcficits revised on that basis. The
cxplanation, I hope, will be satisfactory,
especially ‘in the context of the inac-
curacies and deficiencies pointed out in
the Budget figures of 1996-97.

The arc very good measures taken so
tar as agricuiturc and rural devcelopment
arc concerned, Madam, NABARD's cap-
ital is 1o be imcreased to Rs. 2,000 crorcs.
And also about agriculture, serios note
has been taken. Our agricultural growth
has, unfortunately, been very sluggish
despite very good monsoons. During the
last four ycars, the average growth in
crop production has been about 3.4 per
cent per annum. In 1995-96, it decreased
to 0.9 per cent. Ours is an agricultural
economy and it is just not possible for us
to accept such a situation. Therefore,
much more importance has to be given to
agriculture and especially if you want to
maintain seven per cent growth
which 1 think is very difficult about
which I will have later to say somcthing
if you are going to ignore agricul-
ture, then I don’t think even seven per
cent growth hereafter will be possible.

I am happy that some distortions in the
subsidy have bcen sought to be remcdicd
and it was realised that the distorted
pattern of subsidy for three Kkinds of
fertilizers, namely, nitrogenous, phospha-
lic and potassic distorted the balance of
nutricnts required to maintain the fertility
of the soil. Therefore, a hefty increase in
the subsidy for potassic and phosphatic
fertilizers is indeced commendable because
that will bring about a proportionate use
of all the three fertilizers.

Equally commendable, Madam, "are
mcasurcs for porverty alleviation. Now
the seven major objectives which werc
adoptcd in the recent Chief Ministers’
Conference, if implemented by thc ycar
2000, will really contribute very substan-
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tially to poverty alleviation in the rural —r

areas. If you can achieve the target of
100 per cent coverage of primary health
centres, universalisation of primary edu-
cation, public housing, assistance to shel-
terless families, extension of Mid-Day

Meal, road construction, etc., it would be

really work exceedingly well done. But,
there is something which I want to say in
this respecct. Having been associated with
the Finance Commission, Madam, 1 have
Seen ‘biggest curse, so far as the
financial management of the country is
concerned, is the uttar incorrigibility of
the State so far as profligacy of the
finance is concerned, not that the Centre
is free from that kind of profligacy to
which I will be referring to later. But, are
you sure that the money you are giving,
whether you run these schemes by your-
self or whether you transfer it to the
States; are you sure that at least 70 per
cent of the money you are giving is being
uscd for the purpose for which these
funds are transferred from the Centre to
the States?

SHRI P. CHIDAMBARAM: Is there
any other way?

SHRI N. K. P. SALVE: Well, if you
are going to plead helpless-
ness...(Interruptions)...

SHRI P. CHIDAMBARAM: I am
asking, is there any other way.

SHRI N. K. P. SALVE: What about
monitoring? Why not on establishment?
Let us make a law, if necessary. You
should have more stringent monitoring,
that is the only way you can go about it.
Without monitoring if we continue the
way we¢ have been continuing, the
profligacy will continue and the States
will never be using the moncy for the
purposcs they are meant for. We will
ncver be able to achieve the target. Do
yar think you will be able to achicve the
target by 20007 Mr. Finance Minister, do
you rcally belicve that you will?
Howsocver sincere you may be and
whatcver amount of money you transfer.
Will you cver be able to achieve this kind
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of a target unless people who are
implementing on the spot are sincere
about it? If they are going to use that
moncy for some other purposes, to mcet
their ever growing revenue cxpenditure,
will it be possible?

Earlicr in 1991-92, as was pointed out
by Shri Pranab Mukherjec and Satishji,
we were a revenue surplus nation. Why
have we gradually got into a perennially
revenue dcficit State? The 9th Finance
Commission, by the terms of the
President, was asked to give norms of
revenue cxpenditure in terms of which
there will be higher revenue surplus to be
used for capital expenditure. Madam,
highest encomiums were bestowed on
that kind of a report which was given by
the Oth Finance Commission and the
moment it came to implcmentation, the
Central Government was the first to
violate. It gave Rs. 5000 crores relief to
farmers. Loans werc written off. High
sounding philosophy, high sounding
words would have very little meaning. If
I praisc your programme of poverty
alleviation, I will do so if your efforts are
indced commendably great. Please match
your cfforts to implement thc targets.
You cannot match the way you are going
ahcad or the way he has gone ahcad.
Unless therc s a very strong and
stringent monitoring system, it cannot
work. It should sce to it that it does not
violate the norms which are laid dowr for
cxpenditure on specific purposes and if it
is so, they would do it only at the peril of
losing further subsidies, further grants.

Madam, I am conscious of the
constraint of time and I cannot go too
long. 1 would like to addrcss mysclf a few
arcas.

Talking about the profligacy of the
Statcs, I am not talking like Mr. Ashok
Miira who was asking just now on the
public expenditure; how can you reduce
unless you use compassjon in the matter?
We do not want the public expenditure to
be reduced so far as Plan cxpenditurc is
concerncd. So far as non-Plan
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expenditure is concerned, you start with a
very noble and very, very welcome move
of reducing it by Rs. 3000 crores on
account of establishment.

I am one of those who wrote articles
supporting the effort on the part of the
Finance Minister. 1 said there, “At last,
on the horizon our Finance Minister has
come and he is a coalition Finance
Minister who has the courage to say that
he would reduce Rs. 3000 crore from the
establishment expenditure.” What
happened to that, Mr. Finance Minister?

SHRI P. CHIDAMBARAM: It is on
course. (Imterruptions).

SHRI.N. K. P. SALVE: Mr. Finance
Minister, I am conscious...

THE VICE-CHAIRMAN (MISS
KAMLA SINHA): Mr. Salve, you should
address the Chair and not the Finance
Minister.

SHRI V. NARAYANASAMY
(Pondicherry): Madam, through you, he
is addressing the Finance Minister.

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): You can
rcquest him through the Chair but not
dircctly.

SHRI N. K. P. SALVE: I am sorry, I
ask you to please ask the Finance
Minister. 1 rcquest you, Madam, |
implore you. I crave your indulgence.
Retrospectively 1 would like to amend. 1
thought it was a parliamentary practice to
address and say, Mr. Finance Minister,
you have to answer this. I am addressing
you, Madam.

I hope, in the meanwhile, he will not
forget to tell us as to what would
happcned to the Rs. 3000 crores
recduction so far as establishment is
concerned. I understand his limitations. 1
understand  his  difficulties. But good
things have to be done. He has to fight it
out. et us see, Madam (Interruptions).

I have a very limited time, 1 would like
to make a few points and the impact of
direct taxes on the general economy and
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the gencral impact of the Budget. I think,
it is going to be inflationary. He is not
going to achieve the growth of 7% of
GDP. Therefore, to that cxtent it is
anligrowth/

Madam, it is inflationary for two
recasons. Number one, leave along the
Corporate  Tax which may not be
inflationary; Dircct Taxes are not

considered inflationary. But about that I

have some other objections. And even
otherwise, there is Excise Duty, there is
Customs Duty, the Union Excise Duty
and the Service Tax. Madam, I thought
of the quintessence he has pointed out of
the reforms. The reforms say that the
Government wants to abridge its area of
governance. But, for Plan expenditure in
other arcas, the Government should
govern the minimum. And then only shall
we be able to successfully implement the
reforms that we want to implement. If
the ultimate approach is abridged in the
arca of governance, how are the indirect
taxes justifcd? Are they not inflationary?
What is worse Rs. 2,692 crores of
additional taxes and out of that you
exclude the Corporate Tax. Where is the
bar? You are increasing your non plan
expenditure. You suppose these taxes
with tremendous, monstrous increase in
the priccs of petroleum and petroleum
products. 1 raised some qucstions here.
bui, we were bullduzed. Certain valid
questions were raised and we were told,
Madam, this increase of 25 per cent in
petrol, 30 per cent in cooking gas,
naphtha, fuel oil, irrigation oil, paraffin
wax, ctc., the monstrous increasc was
justificd becausc the rcasons give
are “Non-revision of prices would
have resulted in inability to import due to
lack of finances with the oil companies,
shortagc and disruptions in supplics
Icading to

hardship to the people and Oil Pool
deficit bccoming unmanageable.” When
there is surplus in the Oil Pool Account,
you take it away to the Public Dcposit
Account. Four thousand crores of rupecs!
...(Interruptions). ..
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AN HON. MEMBER: In which year?
..(Interruptions)...

SHRI N.K.P. SALVE: The year is
irrclevant. The Government is one Gov-
crnment. ... (Interruptions)... What about
the Pctroleum cess? I am sure that
Satishji made that point. What about
cess? We have collected an aggregate of
Rs. 26,000 to Rs. 28,000 crores as cess
and the intended purpose of collection of
that ccss is to create capital assets. Tt is
very daudavic. bul, you have given only
Rs. 900 crores out of that. It is your
liability to provide for the rest. You are
talking, you arc threatening us that the
cntire petrolcum distribution system will
come to a naught and there will be chaos
in the country. That is incorrect; that is
untruc. The second reason is that,
Madam, 1 am sure that the Finance
Minister is aware of the fact as to what
the position is of the Qil and Natural Gas
Corporation Ltd. Have you any idea of
their equity, of their reserve funds and
their liquidity available? Do they need
working capital at all? If you need this
moncy for purposes of providing for capi-
tal investment, you put up the Plan
projects, capital projects, you put up your
rcfincrics. You are putting up a 2.6
million tonncs refinery. Then naturally
you arc honcst to say that you need
moncy to build up assets and for that
current consumers must susidise. It is a
cardinal principle of public finance,
Madam, that if you are wanting to ac-
quire long-term beneficial assets, then the
burden should be spread over the present
plus the future consumers. This kind of a
hike is not warranted at all. The latest of
March 1995 of the accounts of the Oil
and Natural Gas Corporation show that it
has a paid-up capital of Rs. 345.92 crores
and reserves and surplus, Mr. Finance
Minister, Rs. 15,882.34 crores. Madam,
its depreciation reserve fund is Rs. 14,362
crores. It has a total reserve of
Rs. 30,444 crores paid from contributions
made by the consumers. What are you
complaining of? “We will go bankrupt,
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we will not be able to import petrol.” 1

. want an answcr to this dilemma. Wec

posed question to the Finance Minister
and 1 belicve the Prime Minister came
and he said, “We have decided that there
i$ to be no increasec.” Madam, there is
onc thing to which 1 object very seriously
and the same applies to the Finance
Minister. T believe this relates to section

115(1) which is to be enacted and over
which there is a very serious controversy.

The Finance Minister is alleged to have
said — 1 would like to be corrected —
“We have decided finally that it is going
to remain; this is going to remain as a
part of the statute.” When a matter is
being debated in the Parliament, the
debate is not of a debating society of a
college or a university or a school. It is
debate in a forum which it has to be
considered, which has to be evaluated
and assessed objectively and then only a
final view has to be taken.

THE MINISTER OF FINANCE
(SHR1 P. CHIDAMBARAM): I entirely
agree with Shri Salve. The debate will
finally end here. But that does not mean,
in the six weeks after the Budget was
presented, therc will be no debate out-
side. There will be a debate outside.
There will be a debate in newspapers.
There will be articles.-There will be fora
in which people cxchange their views.
Finally the debate will end here. The
power is with you either to vote a tax
proposal or not to vote a tax proposal.
That does*not mean that we should be
silent for six weeks between the Budget
presentation and the Finance Bill being
passed. And if I may have your indulg-
ence, 1 am puzzled, just a little while ago,
an hon. Member of your party, Smt.
Jayanti Patnaik, supported MAT. Are
you opposing it?

SHRI N.K.P. SALVE: Please listen to
what I have to say. I have no objection to
tax being raised from corporation but the
manner in which it is being raised is
unethical ...(Interruptions)...
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SHRI P. CHIDAMBARAM: [ shall
listen to you.

SHRI N.K.P. SALVE: I want to make
one thing clear. Madam, did I say that 1
am opposed to a the debate either here
or debate outside? What I am opposed to
18 an expression by the Finance Minister
outside the House, while the debate is
still on, that this is final and conclusive.

SHR!I P. CHIDAMBARAM: No.
There is no word like ‘final’ and ‘conclu-
sive’. 1 said that I have introduced MAT
and I think, it is an unexceptionable tax
and there are one or two complaints
which 1 am looking into. That is what 1
have said. I did not say that therc is final
and conclusive. What is final and conclu-
sive is what you will vote, Mr. Salve.

SHRI N.K.P. SALVE: Mr. Finance
Minister, please do not go by strength
and voting. As I said we do not want to
opposc you. But we want you to im-
prove. We are within our right to give
you suggestions. ...(Irterruptions)...

SHRI P. CHIDAMBARAM: You give
suggestions. [ will consider ...(Interrup-
tions}...

SHRI N.K.P. SALVE: The Finance
Minister also happens to be a brilliant
lawyer. T do not know how much of
taxation he knows, but Mrs. Chidam-
baram is a brilliant tax lawyer. I know it.
Madam, sometimes, it is better, even if in
Government matters, to consult women
and your wife, and in this matter, 1 do
not know whether Mr. Chidambaram
consulted Mrs. Chidambaram. I would
not know. But, in the light of what I am
going to point out, at least that I will do
that. But, at the momient, I am on the
question ... (Interruptions)...

SHRI TRILOKI NATH CHATUR-
VEDI (Uttar Pradesh): 1 rcad in the
newspaper that she
said, “The Budget was not good”. Your

mother has appreciated ...(Interrup-
tion)....
SHRI VICE-CHAIRMAN

(SHRIMATI KAMLA SINHA): That is

[29 AUG. 1996]

(General), 1996-97 334

a domestic affair. We should not quote it
here.

SHRI N.K.P. SALVE: 1 am saying all
this bccause I have great hope in the
Finance Minister and I have great respect
for him. He is a young Finance Minister.
He has a briliant future ahead of him.
But, there are pitfalls. As a senior per-
son, I am only pointing out the pitfalls. I
am glad, he has made it clear that he
never stated that it is categorical and
conclusive and final. I accept his word for
it. What happens to this that I am point-
ing out, the kind of availability, plenty of
availability of the working capital with
these companies, oil companies, and they
are tclling us that it will go absolutely
haywere if we were not to give this
money. And what about Indian Oil Cor-
poration? There is one more point, Mr.
Finance Minister, I want to tell you, that
O.N.G.C. has given advances to its em-
ployecs to the tune of Rs. 222 crores.
What kind of profligacy is it? Are we
running these corporations for employees
or for the bencfit of the country? Of
course, that is an incidental point 1 am
making. The real point which I want to
make further is the same is the situation
of Indian Oil Corporation, IOC has a
capital of Rs. 369.80 crores and it has
rescrves of surplus of Rs. 6,217 crores.
Its pool account is only Rs. 1361 crores,
whereas the total dues is ncarly Rs. 3,000
crores. What are you trying to tell us by
bringing about large advertisements in
ncwspapers that if the prices were not
hiked and hiked so monstrously and so
ruthlcssly the cntire distribution system
would come to an end?.... (Interruption)

. yes, Certainly; to some extent, it is
profligacy on the part of the Centre. 1
concede that immediately. But please do
consider this and answer my qucstion in
rcgard to this. The working capital is
adequately available to them. It has al-
ready beer contributed. Use that, for
God’s sake. For taking up Plan projects,
certainly, we should go ahead. T do not
say that we should not go ahead. But you
can raise loans. You can certainly raise
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loans from abroad. you can use it for the
projccts.

There are other ways. For example,
why don’t you make thcse companics
public? ‘Public’ in the sense; why do’t
you go in for capital?

SHRI V. NARAYANASAMY: Sharc
markcet.

SHRI N.K.P. SALVE: Madam, the
sharc of Rs. 10/- is worth Rs. 445. This

kind of profiteering even by the public
scctor undertakings, in my opinion, is not
justified.

SHRI V. NARAYANASAMY: Privat-
isation like West Bengal?

SHRI N.K.P. SALVE: From that point
of view, 1 hope the answer would come.
The Finance Minister says that Rs. 4,000
crores out of the Pool Account was taken
away by some other Government of
which he was also, perhaps, a member.

SHRI' V. NARAYANASAMY: Collec-
tive rcsponsibility.

SHRI N.K.P. SALVE: What about the
Cess Account, Madam? Very studiously,
Satishji brought out thc Report of the
Stonding Committees; on Petroliaum, he
dug it out. There is no answer for that,
whatsoever. No Government would be
able to justify this kind of an unethical
approach. 1 am using the word ‘unethical’
designedly. How can you make the con-
sumcr pay through his nose for a Cess
which is meant to have, to augment, to
improve, thc capital assets in the pet-
rolcum sector; and you divert it for
revenuc purposes and still have a large
revenue deficit My friend, Mr. Chatur-
vedi, is right when he says that this is a
manifestation of profligacy on the part of
thc Central Government.

Madam, 1 will now come straightaway
to dircct taxes. So far as direct taxes are
concerned, we have been having amend-
ments right, left and centre. The Income
Tax Act stands mutilated. In thirty-four
years’ time, we have effected 4,000
amendments, changes, insertions, in the
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income-tax law, exiling it from system
changing it into confusion worst con-
founded. plus . corruptions. We  go on
mutilating it. T think there is no parallel
in Indian jurisprudence where an Act has
been mutilated the way the income-tax
law has been mutilated. We still continue
to do so, Madam.

We go on changing the law in scason
and out of scsason. The amendments are
torrential and uttcrly  purposcless.
Madam, the striking example... T am
saying this beccause the hon. Minister is
conversant  with the law — is the with-
drawal of development rcebate and the
introduction of initial depreciation in
1974; the withdrawal of initial deprecia-
tion and the introduction of investment
allowance in 1976; the withdrawal of
investment allowance and the introduc-
tion of investment deposit scheme in
1986; the return of investment allowance
in 1989. Instcad of this, a simplc con-
tinuance of the deveclopment rcbate
would have,
undoubtcdly, given us the requisite re-
sults.

Madam, 1 submit, in all humility, for
the consideration of the House and for
the consideration of the Finance Minister.
Two things strike a student of the Indian
income-~tax law, with .trepidation and
amazement. The precipitate and chronic
tinkering with the law; more importantly,
tinkering with the law by the bureaucrats
who act as the unacknowledged legis-
lators eof the country. .1 expected the
Finance Minister not to allow the
burcazcracy to have the better of him but
to understand each law, each provision,
that he was wanting to insert by way of
amendments to tht income-tax law be-
cause for long, we have endured injus-
tice, we have endured unfairness with
feudalistic servility and fatalistic resigna-
tion.

Now, coming to the insertion of section
153, Madam, my objection is not against
the levy of tax. Every Corporation, every
company, which earns profits must pay
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tax. But Madam, there has to be some
equity, there has to be some ethics, in
taxation. From myv first day in Parlia-
ment, which was thirty years ago, 1 have
been saying this. In my first Budget
specech, 1 said: For God’s sake do away
with these exemptions and  incentives]
These arc 148 in number. As a result of
these incentives and exemptions, we are
having the zero tax companies. 1 have
said: ‘There is no justification for riddling
the income-tax law with this kind of
cacptions, with this kind of incentives’.

That has only made the law extremely
complicated, cxtremely difficult and it has
bccome a paradise for the tax lawyers.
Satishji, T have bcen one of them and 1
have come to the conclusion that they act
like pests. There is no contribution we
arc making to the socicty.

Madam, I was going through this re-
port of the Comptroller and Auditor-
General, and I find there are over two
lakh appcals pending. We have hardly 10
million tax payers. In the USA they have
100 million tax payers and the appeals
arc not more than 700 to 800. 1t is as a
result of complicated law, it is as a result
of arbitrary assessments as a result of too
many discrctionary powers given to the
assessing Officers and as a result of our
unwillingness to accept that we need a
simple law with a rational rate of taxation
and leave it at that for at least the next
25 years. In Sweden they have not
amcndced their income-tax law for the last
17 ycars—not cven a single amendment.
There has to be something like stability
in the tax law.

Madam, this kind of taxation is iniquit-
ous for two rcasons. Firstly, those incen-
tives and those concessions as a result of
which the companies do not pay any tax,
continue to embellish the Statute Book
even today. They are there Parliament
has given them. The Finance Minister has
provided in the Income-Tax Act and they
are there. Do I understand that they have
provided these incentives in the income-
tax law for the assessees to avail or not to
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avail? If thcy have availed of them, what
wrong do you find? In an arbitrary man-
ner you try to neutralize ic an extent of
30 per -cent. It is iniquitous for one
simple rcason. It is for the first time
anywhere in a civilized society where
democracy functions that you are levying
taxation with reference to book profits. It
was there in 1988-89, 1989-90 and 1990-
91. 1 do not know what motivated the
Finance Minister then to do away with it.
But a study by the Reserve Bank has
shown that the effective rate of taxation
of the companics is 14 per cent — by
cffective rate of taxation I mean the
corporate tax collected on the total pro-
fits of the companies. If the effective rate
of taxation is 14 per cent, wouldn’t it not
be better that you get rid of all these
incentives, simplify the law and raise your
taxation to 28 per cent instead of 45 per
cent? You have got a rational rate of
taxation and, instead of doing that in an
honest and ethical manner, you go in for
a shortcut, a typical burecaucratic short-
cui, and just put 12 per cent. Why 30 per
ccnt only, may 1 ask? It is an extremcly
arbitrary law. If 30 percent of book
profits can be validly brought to tax,
there is nothing to prevent total book
profits being charged in future. And book
profits is a very dicey notion. Those who
are conversant with the company law
would know that under the rate Schedule
V1 rcad with section 205, there s no rigid
rule for preparation of the profit and loss
account, and assessees similary situate
doing similary business with similar profit
margin will have different and differential
book profits. Anyone who knows ac-
counts knows this. And one will pay less
on the samec profit earned at 12 per cent,
another will pay morc on the Book Pro-
fit. But why this shortcut? Could you not
have more honcstly given a notice, “All
right, I am going to get rid of these 148
incentives”? If only an incentive is jus-
tified, I think it is accelerated deprecia-
tion, because accelerated depreciation is
not actually relief in taxation. It is only
giving relief in the initial yecars to a
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company. Other than inat, it is easy for -

you to withdraw these and raise the
taxation to 28 percent. Instead of doing
that, you have put 30 per cent and it will
go on for two, three years—for some
time it will go on in the same man-
ner—and some other Finance Minister
will come on the horizon and again do it.
Why do you want to do this kind of
continuous tinkering with the law? It
‘docs not help you.

Madam, the Finance Minister’s corpo-
ration tax collection is close to Rs. 20,000
crores, which will grow up to Rs. 40,000
crores if it is raised to 28 per cent.
Instead of doing that, this unethical exer-
cise is done. 1 have very serious legal
objections on this. He will have to answer
them and he will not get any fees for the
same. The Section is economically un-
sound aid morally repugnant, because
the companies hit by this section are in
reality the dynamic enterprises in the
corporate sector. If your only argument is
that they are getting free from taxation
and, therefore, tax must be levied, then
your argument is not correct. Mr. Pal-
kiwala wrote an article on this actual
facts with reference to one company,
which T want him to veryfy. I shall take
the actual fact of a well-known manufac-
turing company. He has not given the
name of the company to me, but he will
give it to him. The company did not pay
any income-tax for six years. But, at the
end of that period, it was employing
10,000 more persons. The number of
employees increased from 30,000 to
40,000. The aggregate amount of tax paid
annually by way of excise, customs, sales
tax and octroi was Rs. 295 crores as
against Rs. 89 crores at the beginning of
the six-year period could it possibly be
said that the company was not making its
fair contribution to the national Exche-
quer? The very reasons on which they are
levying this tax are not justified and not
tenable on facts, because these are the
companies which are making the max-
imum contribution to Central excise, to
Sales-tax and what not. And what is
more important from my
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ment they are providing. Therefore, I
want to submit very respectfully, please
have a look at this. The other objection
that 1 dave, is....

SHRI P. CHIDAMBARAM: Now you
accept that there should be a minimum
tax. If that tax is unethical and morally
unsound, what is the alternative to
MAT? 1 would like to hear your alterna-
tive to MAT.

SHRI N.K.P. SALVE: I have given
you the alternative, Mr. Finance Minis-
ter. You give a notice to the assessee on
the year saying that these are the incen-
tives which are there now in the assess-
ment ycar of 1996-97; no more, no furth-
er, they would be withdrawn. And then
reducc the rate of taxation to 28 per cent.

SHRI P. CHIDAMBARAM: That is
rcally not an alternative to MAT. That is
a substantial reform to the Income-tax
Act. 1 want to take a minute to explain
this. I did not add these 148 exemptions.
They have been added brick by brick
over a period of 10 or 15 ycars by a
succession of Finance Ministers and pas-
scd by this Parliament. Your Government
and my Government had five yecars to put
in place a new Income-tax law. We tried
it. You know there was a group headed
by Mr. Bhakta. For five years you tried
and now we talk of a ncw Income-tax
law? Sir, T havc appointed a committee
and I will have an Income-tax Bill on the
1st of January, 1997.

SHRI N.K.P. SALVE: If that is so,
thcre is no warrant to have this half-
baked mcasure inter-alia for this reason.
That is what you are doing. That is your
answer to what 1 am saying. That means
you accept that these incentives and con-
cessions are not desirable. You want to
have a committee to look into it. I do.
hope that in that committee you will take
experts and eminent pecople.

SHRI P. CHIDAMBARAM: Yes,
there are experts and eminent persons.
Sir, I will come to you for advice. You
are only next door to me.
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SHR! R.K. KUMAR: Madam is this
the assurance on the floor of the House
that there will be a new Income-tax Act
from 1st January?’

SHRI P. CHIDAMBARAM: Madam,
we arc neighbours. I will go to him for
advice.

AN. HON. MEMBER: Yegs, it is an
assurance.

SHRI N.K.P. SALVE: Madam, he is
an excellent neighbour and 1 did not want
to be harsh on him personally. But it is
the system I am talking of. Please do not
misunderstand me. Madam, he is a much
better reformer than I am, but after he
has become the Finance Minister his
hands are tied. But, please, reply to these
two queries 1 am raising on legal issues.
The section penalises the so-called zero-
tax companies unfairly ignoring the total
fiscal burden discharged by the company
and adverting only to income-tax. The
scction is constitutionally illegal. It dis-
criminatcs against limited companies
while in identical circumstances other as-
sessees like partnerships and sole prop-
rietorships are left untouched. That is
because they can manipulate their ac-
counts to any extent. So, book profit has
no meaning for them. But, even for
companies, I am sure, he will not dispute
the proposition of mine that two asses-
seces similarly situated making similar
gross profit will never never the same
book profits. The second is more serious,
the section on interloper, which really has
no place in any coherent system of taxa-
tion. The tax imposed on an amount
beyond the total income computed vio-
lates the uniform statutory scheme. Such
a burden of tax virtually involves denial
of deductions and relief to companies
which are entitled. It amounts to an
unrcasonable restriction on the right to
carry on business. This restriction is not
genuine, but against the public interest.
Madam, in the end all I want to say is :
Is it not an inequitous to say the least?
That two persons similarly situate are
taxed differently while they have 148
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“concessions which continue to embellish
the tax laws. Where is the hurry? Why
can’t you wait? You are going to raise
Rs. 700 crores or Rs. 800 crores. Let me
tell you one more thing. This kind of
instability affects the market. In the nor-
mal course. I am not worried about the
secondary market. If the secondary mar-
ket is affected so much, then, the primary
market would also be affected. That
means the investment would be affected.
For God’s sake, please don’t take it very
lightly. Take my experience for it. You
would lose nothing. If you were to put
this in abeyance, do tax companies which
_make profits.

I am not against it. I want to repeat, do
tax companies which do make profit. But
don’t do it in a manner which is so
arbitrary.

Madam, do encourage investment, may
I suggest one thing? There is no warrant,
justification for taxation of dividends af-
ter you have amended provisions for
taxation of partnership firms. The part-
ners are not taxed individually on their
share of income from a partnership. Only
the partnership is taxed. if the two com-
panies do business in a partnership, then,
it is a different story completely. The two
companies who receive their share would
not be taxable. If you were to exempt it,
then, we need a massive investment. 1 am
going to deal with that also. I would not
take a very long time. Madam, 1 can see
in your eyes somewhat of a disapproval
to this. But please bear with me for a few
more minutes and I am done.

Madam, the surcharge has to be re-
moved. It has been promised for a very
long time. 1 am not against augmenting
revenues. But do it in a legitimate man-
ner.aDo it in a fair manner. Please don’t
blame¢ your predecessor. It is a sign of
weakness. Accept things as they are.
What you are doing, you tell us. What
your capability is, you tell us.

Madam, the next item is regarding
investment from abroad. My friend, Mr.
Ashok Mitra, was exceedingly strident,
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very vocal and vocifcrous as we are
depending too much on foreign invest-
ment and if we are going to depend on
forcign investment, ultimately, we are
going to bartcr away our interests. For
the last 1Y, decade or 2 decades, smaller
countries like Taiwan, Korea, Thailand,
Indonesia and Singapore have shown a
miracle in the cconomic growth. Today 1
rced in the ncwspapers that Singapore is
going to be the richest country in the
world by 2020. They have all taken fore-
ign investment liberally and lavishly.
They have brought about a miracle in the
cconomic growth. Have they been over-
run by foreigners? Gone are the days,
why are you worried about colonies? We
need to have more foreign investment. 1
am sure Mr. Ashok Mitra would have no
objection if people of Indian origin living
abroad, the NRIs are given a treatment
that is requircd to be given.

Madam, I would be delighted to read
para 43 from the Economic Survey of
India. T want to share it with the House
because I subscribe to this view complete-
ly. We in the power sector—the Minister
for Power has gone away—are famished.
The forcign investors are coming and
they need to come. For that your Minis-
try is partly responsible. I will come to
that in the next point. I want to quote

from the Economic Survey of India, up-
dated, page 21, para 43:—

“India’s economic development
must harness the opportunities pro-
vided by international trade, mod-
ern technology and world capital
market. China has shown how $ 30
to 40 billion a year of foreign
investment can be effectively har-
nessed for economic development
without compromising sovereignty
and national interests. You must
safcly reform our policies to give
effect to the goal of attracting $ 10
billion investment in a year. At the
same time, we must remember that
forcign investment like all our capi-
tal inputs have to be scrviced and
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this will require a strong growth in
our export of goods and services.”

They will earn money they will service
themselves. Madam, about China, 1 had
an opportunity to look into that. Most of
their investments have come from non-
resident Chinese. How much they have
worked to cnsure that the non-resident
Cninese wno arc abroad and who are
affluent feel attracted to go to China!
Things being equal, they think that China
is a better country. They are not given
sermons. They are not pontificated that
for the sake of patriotism, for the sake of
nationalism, for the sake of ‘call of .duty
of thcir mother land’, they should go
there, even if you can spend your money
clsewhere, invest your money elsewhere,
more casily on better terms. That never
happens. I have a friend of mine who was
telling me, “We have 18 million pcople of
Indian origin living abroad.” Eighteen
million! If we were to take—these are
important figures 1 am giving—that on an
average, they earn 20,000 dollars a 'year
which is not very much, what they earn is
more than Indian’s GDP. It is an India
outside India. It is bigger than India.
What have we done to harness their
investments? Those people have gone
with industry and- enterprise. Cussedly
they have worked. Their familics have
worked. it is their hard-carncd moncy. If
thcy are going. to carn better retruns
clsewhere, why are they going to come to
India? 1 may put this question. This
opportunity you are giving them very
grudgingly is utterly inadequate. Make up
your mind to make it really attractive for

these pcople of Indian origin to come. If

we get some few billion dollars from
them 1000 billion or so, by way of
deposit in the bank, it is very unsafe. Hot
money is not good for India’s economy.
We nced investment. We need invest-
ment in infrastructure. Really they are
willing to come provided they get returns.
What is wrong in it? ‘Profit’ is no longer
a dirty word. They expect a legitimate
profit. One thing that they are scared of
is to keep on going round the corridors of
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the sccretariats at the State level and
Declhi lcvel to be able to make invest-
ments. Madam, 1 hope present Finance
Minister will take some bold steps. Please
do not give petty, peddling, incentives.
Let there be substantial incentives. Let
thcre be a perceptable package adequate
to attract our people from abroad, espe-
cially men of Indian origin, to come into
India.

Madam, I would not be true to myself
if I were not to refer, in the end, to the
powcer scctor. Madam, the way power
shortage is secn and felt in the country
only gives a glimpse. Unless we take
drastic mcasures to augment our power
gencration in the years to come, 1 was
thinking, by the end of 1997 or 1998,
fiscal year, we will be having an acute
shortage. In 1995 itself it started. Delhi
itscif was consuming 1200 megawatts,
When I took over in 1993 January, 1
asked them how much they would nced
in Delhi. They asked for 200 megawatts
more. I said, *Given”. They were given
1300 mecgawatts, 1400 megawatts, 1500
mcgawatts, 1600 megawatts and 1768
mecgawatts was the consumption. Today,
it is somcthing like 2500 mcgawatts. If
you arc not going to put up power plants
immcdiatcly and start the installation pro-
ccss immediately, what is going to be our
position in thc next 10 years’ time or five
ycars' timc or thrce years’ time or even
twe  yeors' fime is going to be much
worse than what it is today. The only way
out—whatever the Communist Party may
say—is lavish and substantial invcstment
in the power scctor. And it will only
come from forcign countries.

SHRI DIPANKAR MUKHERIEE
(West Bengal): On power shortage, 1
have the figurcs. Arc you awarc how
many units in 1994-95, were lost for
backing down powerplants? My figures
arc, in 1994-95, 7.9 billion units were lost
because of backing down stoppage. So,
don’t say power shortage is due to poor
powcr generation only. There are other
points: 7.8 billion units means......
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SHRI N.K.P. SALVE: I have under-
stood.
4.00 p.m.
When I am talking of augmenting gencra-
tion, not for a moment, am I saying that
we do not need to streamline our dis-
tribution system. The distribution systcm
is a very major area in which we nced to
improve a great deal. It is backing down
because the States look up to the States
only. When the States needs are fulfilled,
then they will back down. But the point
is, if they had linked it up properly to
different States, there would have been
no problem. Madam, 1 must submit that
the South Indian States have been neg-
lected totally so far as power is con-
cerned. We nced to have a much better
distribution system. We need to have
much higher hydel system. We arc not
harncssing the hydel system. Monies are
not available with the National Hydel
Power Corporation. So, when I say we
necd more generation. 1 don’t say that
we don’t need to streamline the distribu-
tion systcm. We need to streamline the
distribution system also. Fast tract pro-
jects are coming up. Mr. Chidambaram’s
Ministry is responsible for delay. I hope
hc will make amends. The Finance Minis-
by has deluyed the exccution of counter
guarantces. Now, 1 do not want to go
into thc merits of that. But thcy have
said that by 30th of Scptembcr, they
would exccute the counter guarantee and
my rcport is that he is very strong about
it because he understands the implication
of a guarantce. (Interruptions)

SHRI P. CHIDAMBARAM: In two
months, we have granted two. By 30th of
Scptember, wc will grant the counter
guarantec.

SHRI N.K.P. SALVE: May I take it as
an assurance from him?

SHRI P. CHIDAMBARAM: It is not
an assurance that 1 am making for the
first timc. It was first statcd by the Power
Ministcrs.

SHRI DIPANKAR MUKHERIEE:
Madam, if it is a question of counter
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guarantee which is beng asked for, I ¢ assured that if he is not paid for the

request the Finance Minister that from
his  Statc itself, what he thinks of a
Cudnter guarantec to CMS and ESTAF,
he should also think of a counter guaran-
tee in respect of Neyveli Power Corpora-
tion. (Interruptions) It is a profitable
power making organisation. But there is
no counter guarantee for that. There is
about 2000 megawatt power generation.
But once some person comes here and
makes a 250 megawatt power plant, as
Mr. Salve wants, the Government has to
issue a counter guarantee. Otherwise, the
whole country will remain in darx (Inter-
ruptions)

SHRI N.K.P. SALVE: I don’t like to
talk peity. 12,000 megawatt power in
private sector is coming in Orissa via one
person from Hongkong. He has not
asked for a counter-guarantee. But, for
God’s sake, those who have asked for it,

I don’t have to go into in ag#in and
again. After all, the performance of the

State Electricity Boards is so lamentable,
is so miscrable...(Interruptions)

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): Mr.
Mukherjee, T won't allow this. Kindly sit
down. The finance Minister will answer.
(Interruptions)

SHRI DIPANKAR MUKHERIEE: It
is the Power Ministry’s subject. It is not
the Finance Ministry’s subject.

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): You put
your question to the Government.

SHRI N.K.P. SALVE: I am not saying
that you give new counter-guarantees to
the oncs to whom we have already pro-

mised. There is 2 rationale
behind it. They have only one course, the

State Electricity Boards and the State
Electricity Boards are not in the habit of
paying their dues. The NTPC has 4,000
crores of rupees to collect from different
States. If an IPP is to recover Rs. 5,000
crores, it will go bankrupt. If he has to
deal with an IPP, if he brings his own
money and if he says that he wants to be

power that he will supply on the undis-
puted bill, then let there be some assur-
ance to him that he will be paid for it.
What is wrong in it? In that context, if
you arc not going to give a counter
guarantee, some extremely viable alterna-
tive to a counter guarantce has been
submitted to you. Mr. Finance Minister,
by the Power Ministry. They take carc of
the interest of the IPP. They take care of
the State Governments. They take care
of the interest of the banks and also of
the State Electricity Boards. Unfortunate-
ly, that has also been delayed. For God’s
sake, don’t delay decisions on the power
sector because the more you delay, the
greater is going to be the hardship of the
people. :

In the end, Madam, T am saying some-
thing with great reluctance, and in this, I
am unfortunately in agreement with, what
Mr. Ashok Mitra said. Plcase don’t be
brow-beaten by the World Bank. I 'know
that institution far too well by now. The
counter guarantee is opposed by the
World Bank for one reason. It affects
their business. Their guarantees must go
on, and for that the Government must
give a counter-guarantee. But if your own
people and the banks are going to finance
and for that matter, a counter-guarantee
is given, what is wrong in it? Don’t be
brow-beaten by the World Bank too
much Madam, I am extremely grateful to
you for allowing me this time. Thank you
very much.

SHRI R.K. KUMAR (Tamilnadu):
Madam Vice-Chairman, I thank you for
giving me this opportunity to make my
submissions on the Budget 1996-97. 1 am
particularly handicapped after brilliant
submissions made by the former Minister
of State for Finance, Mr. Satish Agarwal,
by the former Minister of Finance, Mr.
Salve and others. Even though in the
Orientation Programme for New Mem-
bers of Parliament ... (interruptions)...

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): He was
a Minister for Power.
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SHRT R.K. KUMAR: 1 know that.
And he is a senior chartered accountant,
he is from my own profession, and after
that T have a very little to add. Madam,
Vice-Chairman, even though in the
Orientation Programme for New Mem-
bers of Parliament, in our interaction
with the panel of Vice-Chairmen, your
goodscelf said, “During discussions on the
Motion of Thanks to the President and
also on the Budget anything can be
spoken, anything under the sky.”, but I
won’t do that.

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): No, no,
no. You are misquoting me. 1 said that
there is a book ‘Lord May’s Parliamen-
tary Practice’. Lord May said, **On Her
Majesty’s speech and on the Budget one
can speak anything under the sky.” But
Lord May also said, “It is better to
confine to the subject concerned.” ...(In-
terruptions)... So it will be better if you
confine yourself to the subject concerned,
and kindly don’t misquote me.

SHRI R.K. KUMAR: I do not know
Lord May. 1 know only you, I heard it
from you. That is exactly what 1T am
sayimyg, wougi anything can be spoken, 1
am not going to speak. I am going to be
very bricf. ...(interruptions)...

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): He has
written a book on Parliamentary Practice.

SHRI R.XK. KUMAR: Madam Vice-
Chairman, I will confine myself to a few
observations on the Direct Taxes, the
BIFR and the functioning of banks. Only
on these three areas 1 would spcak.

First of all, Madam, we are all very
proud that after R.K. Shanmugam; Mr.
C. Subramaniam, Mr. Venkataraman,
after a gap of 16 years a Tamilian from
Tamil Nadu has presented the Budget.
But at the end of his Budget Speech, he
quoted a sher; that was not printed here
and I went to the TV rbom, played and
re-played the tape and learnt the sher.
What was that? He even earned the
appreciation from Madam Deputy Chair-
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man. dfform @9 o, affeAg @ oy o, O
gEid o, IEA TE W I g8 W
oql—

a3 dfeg, wern o A TE wmERE @,

M o A3 W 8, A ofe @ T wEa )

My dcar fricnd who is sitting to my
left, who is from Tamil Nadu would have
understood the ABC of what I had said.
And T must quote its translation by our
hon. Finance Minister: “The condition
for being successful is to move forward.
Those who tire out and give up will never
achieve thecir goal.” This is the transla-
tion.

But Madam Vice-Chairman, my sher
is: ¥ IR @ 7, A wm A 1 9 wE ww
A ogw, W oW R wad e

So, I want to elaborate a little bit for
the benefit of our hon. Finance Minister.

I would say—this was a very famous son
in “Bobby”: & wmat @& ¥, w=@ ¥ 4% gmg
@, W F W@ e

Similarly, when 1 heard your speech, 1
also lcarnt and tried to present some sher
by eaking a little bit of alteration in what
he said.

S ouER de 9K B, A A o A ww )

Not only that,

A T da W & 3 o ot A W wEd

Our hon. Finance Minister is a man of
strength. He won’t wear out, he won’t
give up, but the political compulsion of
being Finance Minister of a 13-party coal-
stion Government, has made him S&EX

¥ fAu in the presentation of this
Budget. Madam Vice-Chairman, our Fi-
nance Minister was an important Minis-
ter, holding the portfolio of Commerce in
the prcvious Government which ushered
in economic liberalisation and reforms.

As an important Member of the previ-
ous Government his role in ushering in
cconomic liberalisation and reforms nceds
no gainsaying. In Madras we were all
appreciative of the excellent blend of
North-South, i.e., the excellent co-ordi-
naivn beiween the then Finance Minister
and the then Commerce Minister. The
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then Commerce Minister’s role in boost-
ing India’s export, simplifying export pro-
cedures, getting rcduction in  import
duties, duty-free import of raw materials
meant for production of goods for ex-
ports and the then Finance Minister’s
agreement  with  the then Commerce
Minister in all thesc respocts were well
apprcciated.

Alas, that was a short-lived phenome-
non. An clection intervenes and separates
the duo. The then Commerce Minister
beeomes the Finance Minister in an en-
tircly different atmosphere. If our hon.
Finance Minister had occupicd that posi-
tion in a single-party rule probably he
would have ccrtainly done much better in
his maiden Budget-making exercise. He
has admiited that he had fully engaged
himself in  drafting the
Minimum Programme a political docu-
ment of the ruling coalition of 13 odd
parbes. Admaliedly, tlds was before be
became the Finance Minister. A mother’s
love for the first-born child is always
more than thce love for the subscquent
oncs. Similarly, our Finance Minister has
cared for his first baby, namely the Com-
mon Minimum Programme, and has sac-
rificcd the excclient changes he could
have boldly made in the economic scene
through the mcdium of Budget. He has
sacrificed the steps which arc necessary
for ecconomic growth at the altar of politi-
cal  expedicncies. The hon. Finance
Minister has bcen frugal in showing the
courage of conviction required on the
part of a rcformist. A careful comparison
of the Budget proposals with the Com-
mon Minimum Programme confirms that
he has cleverly crecated an illusion of all-
round reforms and of sops for diffcrent
sections of socicty. QOur hon, Finance
Minister has cleverly combined diverse
political compulsions with economics and
crcated an illusion about the reforms
oriertaian gn the Budget. While  re-
pcatedly swearing by the CMP, he has
not adhered to some of the provisions
and has dceviated from it.

[RAJYA SABHA]
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Let us start with the expenditure. 1
don’t want to repecat what Mr. Salve has
alrcady mentiored. What does the Com-
mon Minimum Programme say? All ines-
sentiul and unproductive expenditure will
be cleminated. As a matter of fact, our
hon. Finance Minister started well and
announced much before the presentation
of the Budget that this Government
would ¢mbark upon cxpenditurc cut only
to back out the very next day when the
CPM was up in arms against job cut that
might ensure after cxpenditure cut. The
Budget does not provide for worthwhile
cfforts to eliminate all #ncssential and
unproductive cxpenditure. It provides for
a whopping increase of Rs. 15.693 crores
in non-Plan expenditure over the revised
estimate of Rs. 1,34,320 crores, while the
Plan expenditure gets @ meagic incrcasc
of Rs. 6,001 crorcs, In regard to reduc-
tion of cxpenditure all that we have is a
pPromuise
to appoint an Expenditure Management
Commission. We only hope that such a
Comumission would indced be constituted
and would do its job within the period of
four months and the Government will
soon thercafter implement its suggestions
to  effect expenditure reduction. Like
many commissions and  committees
appointed by the Government in  the
past, if this Expenditure Mauanagement
Commission ajso drags its fect for ycars
instecad  of reducing expenditure, there
would only be an increase by way of the
administrative cost of such a commission.

The commitment in the Common
Minimum  Programme  in regard  to
subsidics is that the Government would
target the subsidies to the really ncedy
and the poor. What do we have in the
Budget? Take the fertiliser subsidy. This
should have been phased out by now.
This has becn incrcased by Rs. 1,637
crores to Rs. 8,372 crores in 1996-97. No
political party which does not want its
very cxistence to be threatened would
opposc cxtending subsidics and
concessions to the really necedy and the
poor. A conglomcration of 13 partics
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iorming the Government can ill afford it.
Therefore, we can  underestand the
Common Minimum Programme stating
that the Government will target the
subsidies to the really needy and the
poor. However, in this Budget it has
been extended to all farmers. Even the
subsidy for tractors which was hitherto
available only to small and marginal
farmers is now extended to all farmers.

When one looks at tne tax reforms that
the Finance Minister has attempted in
this Budget, onc finds that he has levied
across the board surcharge of two per
cent as special customs duty on imports
to gencrate additional resources for
development of ports. This is not in
kceping with the repeated emphasis on
reduction in tariff rates and simplification
of taxes. Surcharge complicates the tax
structure and it should be avoided like
plague. Successive Finance Commissions
have disapproved of surcharge on
corporation tax and personal tax. This
should be the worry of the constituents of
the United Front—the regional parties
ruling the States— like thc AGP, the
TDP, thc DMK and even the Janata Dal
which is the ruling party in Bihar and
Karnataka surcharge on corporation tax
and personal tax is not shared by the
Union with the States. In my view, the 15
pcr ccnt. surcharge on corporation tax
should have been completely abolished
mmstead of the half-hearted attempt  at
feductag he sanie 10 7.5 per cent. with a
promisc to do away with it in the next
Budget. 1 sincercly hope and pray that
the United Front Government presents
the Budget for 1997-98 and our present
hon. Finance Minister keeps his promisc
to do away with the balance of 7.5 per
cent surcharge on corporation tax. The
hon. Finacc Minister has stated that his
Budget has seven broad objectives and
the first onc is to rcmain steadfast on the

course of economic reforms  and
libcralisation  which is aimed  at
accelerating economic growth. I read,

reread many times. the Budget proposals.

5152/ RS/ F—12-A

[29 AUG. 1996]

!

(General), 1996-¥7 354
I read the last paragraph of the
Finance Minister’'s speech. In that he

says, 1 quote, “Mr. Speaker, Sir, at the
end of the exercise, 1 ask myself what is a
Budget about? While it is a measure of
the hecalth of the economy, it is also a
mirror to the travails and aspirations of
the people.” The Budget is not merely a
statcnent of aceounts or a book-kceping
exercise. It is a policy document. It tells
in which way you want to take the
cconomy. 1 have a very strong objection
to the introduction of MAT. Everybody
spoke about it and 1 will be brief. Why
should we put efficiency on the mat?
Why should we tax the corporations
which are doing well but not paying tax?
Mr. Salve has already explained this. By
imposing this tax, we increase the money
that is available with the exchequer which
is only wasted by an increase in the non-
Plan expenditure, other than the
expenditure on Defence and on subsidies.
MAT puts a premium on cfficiency. It is
a rctrograde step. 1t is against growth.
The Common Minimum Programme aims
at accelerating economic growth. But this
i1s a retrograde step. Why should we
punish efficicncy? The PM is also the
Minister of the Department of Company
Affairs. There are companies which are
able to pay dividend.It is asked, why they
shoyld not pay taxcs. We have one rate
of depreciation under Schedule X1V of
the Companies Act. We -have 1wo
mcthods for computing depreciation. One
is the Straight Linc Method and the other
is thc Writtep Down Method. Under the

Straight Line Method, we have a
depreciation of 4.5 per cent. Under the
writtcn Down Method, we have a

depreciation of 13.5 per cent. In the
Income Tax Act, the rate of depreciation
is 25 per eent. So, a company adopts the
feast  minimum  depreciation  that s
chargeable  in books. For taxation
purpose, this is substituted with a higher
rate of depreciation. If you want all the
companics to pay tax, you should not
have one rate of depreciation under the

Companies  Act  and  another rate of
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depreciation under the Income Tax Act.
As Mr. Salve has suggested, you should
make it simple. Let everybody pay taxes.
But this is not the way it should be done.
This is what I would like to submit. MAT
was introduced in the Income Tax Act
under Section 115J. This has come back
now as 11SJA )

Madam, this particular 115 JA is a re-
trograde step. As it is, we are in the
capital formation, that is, attracting capi-
tal. What will happen is, I would like to

submit to the hon. Finance Minister that -

small and medium companies can over-
come your 115 JA because under the
Companies Act, a company can, at any
time, change the method of depreciation
from Schedule XIV of the Companies
Act to the Income Tax” Act. So, they can
automatically reduce their book profits by
adoption of different rates and not pay
tax. They can still overcome it. It is those
companies, large companies, which go in
for additional capital and have to go to
the market, who have to do this because
unless they give dividend, there will not
be any attraction to raise capital. So, this
will affect those companies with expan-
sion plans. The Finance Minister has
already promised that he was looking into
it. There was a detailed discussion on
that. I do not know whether it is final or
not. But 1 only hope that after hearing all
the Members, our hon. Finance Minister
would reconsider introduction of Section
115 (J), A, which is putting on MAT all
the efficient companies. Madam, as 1
said, I will restrict myself to the Income
Tax Act, BIFR and banking. I would like
to draw the attention of the Finance
Minister to one lacuna in the Finance
Bill. Clause 17 of the Finance Bill says,
“In Section 43 (b) of the Income Tax
Act, with effect from 13t day of April,
1997”, after the words, ‘State Industrial
Investment Corporation’ the words, ‘a
scheduled bank’ shall be inserted. Section
43 (b) deals with deduction of certain
expenditure irrespective of the system of
accounting followed unless they are actu-
ally paid. Madam Vice-Chairman, this
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was introduced for this purpose. An as-
sessee, under the mercantile system of
accounting, will not pay excise duty and
will not pay sales-tax—there are some
disputes before the Appellate Authorities
But under the mercantile system of ac-
counting, they will claim it as deduction
and will not pay income-tax also. For that
purpose, Section 43 (b) was introduced.
Now, as regards interest payment, origi-
nally, Section 43 (b) included interest
paid to State Industrial Investment Cor-
porations or State Financial Corpora-
tions. Normally, they give term-loans for
acquistion of machinery, etc. The interest
has to be actually paid. But by adding the
word ‘scheduled bank’ what happens to
my working capital limits? How do 1
actually pay the interest if I have the cash
credit account against stocks; it is a
continuing affair. I have a limit, a limit
of, say Rs.50 lakhs for my working capi-
tal. The interest is also debited on that
account. How will we determine whether
the interest on the workihg capital loans
is actually paid or not? I think that this is
an unintended lacuna in clause 17 of the
Finance Bill to include interest paid to
scheduled banks also under Section 43
(b). T would request the hon. Finance
Minister to look into this aspect...(Inter-
ruptions).

SHRI N.K.P. SALVE: It should be
allowed on accrual basis.

SHRI R.K. KUMAR: My feeling is
that ‘scheduled banks’ in respect of term-
loan interest, it is okay...

SHRI P. CHIDAMBARAM: 1 am
aware of this problem. I am looking into
it.

SHRI R.K. KUMAR: Now, coming to
the woking of the BIFR 1 totally welcome
the Finance Minister’s statement that it is
being thoroughly looked into and that a
comprehensive  legislation  will be
brought. In this respect, this is an oppor-
tunity for me to bring to the attention of
the hon. Finance Minister the deficiencies
of the working of the BIFR. Madam, the
Sick, Industrial Companies (Special Pro-
visions) Act was enacted for the following
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objeclives, namcly, for exily Zetection of
industrial sickness and expeditious steps
to ameliorate the sickness by a body of
experts. This is the object with which the
enactment was made. But with my own
experience I could say that instead of
being a body of experts, BIFR has be-
come a post-retirement sanctuary for re-
tiring bureaucrats and hence the BIFR
functioning is only in a bureaucratic man-
ner without any sense of urgency. Sec-
ondly, the BIFR has no mandatory pow-
ers to enforce any waijver of reduction of
interest. Supposing any company goes
sick for whatever reasons, either due to
mismanagement or bad luck or due to
non-availability of working capital or
Government policy changes, anything can
happen to make a company sick — what
happens is, once the case is referred to
the BIFR and the company is declared
sick, the BIFR appoints an operating
agency, either a bank or IDBI or ICICI.
The operating agency prepares a report
and sces what are the causes for the
sickness, what further is to be done who
is to do what, how much fresh capital the
management has to bring, what waiver
and reduction in principal and interest
due to banks and institutions should be
given, etc. All this is made into a
scheme. In this scheme the BIFR has no
power. In a case where there is really a
chance of revival, even then the BIFR
has no power 10 tell the bank, “All right.
look here, here you have given reduction,
you have to give interest or you have to
waive this principal”

They have no power. If everybody
agrces, they only put the seal of
approval. It is only a recommendary

Lody. In BIFR bcarings, lower level
authoritics appear. In a case in Tamil
Nadu, a Zonal Manager or AGM from
the Delhi Zonal office will appear. He

does not know the facts, he does not:

know what the company is. So when the
mecting goes on, some reduction or
waiver has to be given. He says, “1 have
no authoritys 1 will go back, consult my
higher apthority.” By the time the joint
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meeting goes on and on, it takes two
years. I would like the Finance Minister
to see what is the average time-frame
taken by the BIFR to finalise a scheme of
rehabilitation. So what happens in two
years? By that time the cost of what
balancing equipment is required, what
additional machinery is to be brought in,
goes up, Again, to meet that additional
cost who has to finance? Our Finance
Minister will be well aware, it is like
making a Ramayan presentation in a
Chettiar family, a rich family. A man
starts dclivering a Ramayan story and
halfwav throungh. Some VIP comes in and
he has to start it again from the
beginning. That is the case with BIFR.
You take two vyears to finalise the
scheme. By that time the cost of the
scheme goes up again and you start once

again  calculating how much the
management has to bring in, how much
the bank has to give, what is the

requircment, ctc. Unless this is speeded
up, unless BIFR is given mandatory
powers of enforcing a rehabilitation
scheme, the very existence of BIFR is of
no use. I humbly submit to you, to the
hon. Finance Minister, to make the BIFR
rcally a body of experts and not a post-
retircment  sanctuary of bureaucrats to
function in a bureaucratic manncr.

SHRI P. CHIDAMBARAM: Today

the provision is that if any financial

institution has to make a sacrifice, the
BIFR must have the consent of the
financial institution. What is your

position? Do you want the concerned
section to be scrapped? Do vou want the
sacrifices to be imposed on the financial
institution without their consent? You
must explain that position. Only that wil}
benefit me.

SHRI R. K. KUMAR: In any
legislation, BIFR should be given the
power to compel the institution to grant
the nccessary relief. After all, this is the
highest body. Civil courts lose jurisdiction
undcr Section 26 of the Act once the
matter goes to the BIFR. BIFR is like
the High Court and AIFR is like the
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Supreme Court. So civil court has no
jurisdiction and so we havc to give them
the power. We need not makc them a
recommendatory body beccause again the
whole thing starts. Madam Vice-
Chairman, now 1 come to the last point.

SHRI N. K. P. SALVE: Madam, it is
a very important point that has been
made. If such power is given, 1 do hope
that the presiding officer of the BIFR
would not exercise his jurisdiction
arbitrarily. But every one would say that
his interest has to be protected. Even if it
bc a really genuine one and with the
atmosphere that prevails in the country
now, no banker will be willing to take the
responsibility on himself. Thercfore, we
want the BIFR to work and work
_efficiently. For this, you must give it
more teeth. This is one aspect which 1
want the Finance Minister to consider
very seriously. I am not making this
observation off the cuff. 1 have seen the
working of the BIFR and 1 think you,
Madam Vice-Chairman, must have seen
it. Even in cases which are genuine and
legitimatc where the BIFR feels that
somc money may be recovered, if not Rs.
100, at least Rs. 50 is recoverable, if a
particular scheme is implemented, the
bankers and the financial institutions are
not willing to forgo the remaining Rs. 50.
They are willing to lose rather Rs. 100 so
that the responsibility does not devolve
on them. This bug of carrying the
responsibility can be remedied if his
suggestion is accepted.

SHRI R. K. KUMAR: Thank you,
Mr. Salve. Madam, 1 had said in the
beginning that 1 would confine myself to
three specific issues. After finishing
income-tax and BIFR, I would deal with
banks now.

Hon. Shri Satish Agarwal has talked
about this during his speech. 1 know
more about bank losses after being a
Director of a bank and an auditor of
some of the big banks. I can not speak
on specific issues. My problem is, as Mr.
Salve very well knows, I am bound by my
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¢ professional conduct and ethics. I cannot

speak on individual or specific accounts,
what happened in which bank, this bank
has lost

this much, that bank has lost that much,
etc. T cannot speak about specific
mstances. I would hike to make a few
general statements and, through you, I
would draw the attention of the hon.
Finance Minister to my statements.

SHRI N.K.P. SALVE:
generally.

SHRI R.K. KUMAR: Madam Vice-
Chairman, the culture in banking today is
that credit is a favour. They do not treat
credit as business. Because of this
attitude, problems are further
compounded. What has to be done is a
fine act of balancing between
accoutability and performance. Banking
is also a business. In any business, if 1
have ten transactions, I may make profit
in six transactions. In two transactions, 1
may make a break-even and in the other
two transactions, I am bound to lose. But
what is happening in today’s banking is,
ten out of ten are expected from the
officials which is impossible. It is simply
not  possible. About  these two
transactions,  sometimes  very  severe
action is taken. Because of this, people
do not take decisions at all. It is
becoming increasingly difficult for some

Speak

honest bank officials to take bold
decisions keeping in  view the facts
figures, business and surveys because

thcy are not surc whether they will get
their provident fund and gratuity at the
time of their retirement. This is what is
happening. In this culture, what happens
is that if some prcssure is brought from
above say to the General Manager from
the Chairman, to the Deputy General
Manager fromn the Gencral Manager,
things are done because they think that
they would be protected. In this process,
merit gets a go-by and loans are
sanctioned due to various pressures from
various quarters. I don’t want to
claborate this point further. What I am
saying is, strict commercial decisions are
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not being taken. The RBI has recently
brought out a report which contains a list
of loan defaulters. It recads like a
veritaoie "wno s Whoo of  Indian
industry, trade and also polity. There are
many loan defaulters. The total non-
performing asscts of the banking industry
arc to the tunc of Rs. 41,000 crores. I
would like to explain certain things here.
According to the Narastmham
Comumittee, loan rccoverability is
asscssed not on the basis of sccurity but
on the basis of performance. T have my

own reservations about the
rccommendations of the Narasimham
Committee. Supposc 1 have a LIC

building as sccurity on Mount Road in
Madras or a multi-storcy building in
Connaught Place, if 1 don't pay intcrest
for two quarters on my loan account,
bank cannot take interest from that loan
account as its income in the profit and
loss account though it may Kkeep an
account for future recovery. There is a
change in the system of accounting.

These losses are really, in my opinion,
not dosses because  there you have the
sccurity. When there is no security, the
money is gonc. I am not defending those
loans where there are no securities. But,
cven if I have the LIC building as a
sccurity because the interest on the loan
is not paid and even my accounting
system is on mercantile and accrual basis,
I am not accounting the interest in my
books. So, the banks performance is
shown to be bad. In wmany cases,
indiscriminate lending without security
also takes place. 1 don’t want to say
anything in this regard as our Finance
Minister is very cfficicnt and he can just
find out what is happening in these
banks. I am surc he will takc corrective
action in this regard.

In this conncction, I would like to
submit onc thing only. Where we have
ceven  the security, the problem of
rcalisation is there. In certain foreign
countrics if a loan is secured, and the
toan has become bad the they don't

operate e account  properly and it
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results  in a default, the security s
rcalised with in three months itself. But,
here, it will take 15 years, 20 years or
God knows when. I would request the
Finance Minister to give his thought as to
how to speed up the process of recovery
cven where we have security. This is not
being done properly.

Gencerally, people blame the Rescrve
Bank of India for the bad performance of
our banks, but I don't agree with such
criticism. The Reserve Bank deserves 1o
be criticised for many things, but not on
this. The Reserve Bank of India does
inspection of the working of various
banks. Scrious irrcgularitics are noticed,
then they send their report. The chief
cxecutives  or  the executive are held
vesponsible for these irregularitics as they
violate the rules and do whatever they
want. The Rescrve Bank of India neither
has any power for their removal nor for
their appomtment. This power rests with
e wovernment. Bven where  the
Reserve Bank of India has said that a
certain Chairman  should not be re-
appointed, the same Chairman is re-
appointed for three ycars. Why should
we blame the Reserve Bank for this? It
has no role in this. It is somcthing like 1
appoint a domestic servant and give him
all increments and if he does not do the
work, then I blante my wife who has no
role in his appointment or increments.
This s something which is happening. I
suggest  that  the  Reserve  Bank’s
rccommendations on  appointment and
cxtension should be mandatory on the
Governnicnt. You have given powers to
the Reserve Bank for monitoring and
inspection of banks and when somebody
docs somcthing wrong, you blame the
Rescrve Bank which has no power as far
as their appointment and rcmoval s
concerned.

Finally, I would like to bring to the
noticc of the Finance Minister one small
point at the instance of my lcader. He
has pointed out one lacuna in rule 57CC
of the Central Excise which has been
made cffcctive from 1st August. It deals
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with a company which manufactures both
dutiable goods and non-dutiable goods
and in the dutiable goods it uses some
Excise Duty paid items and claims
MODVAT

credit on the non-dutiable goods, of
course, there is no such thing. But, the
rule says you reverse 20 per cent of the
value of the non-dutiable goods. Suppos-
ing 1 am manufacturing goods worth Rs.1
crore in dutiable section and Rs. 5 crore
in non-dutiable section and 1 have taken
MODVAT credit of about Rs. 5 lakhs in
respect of dutiable goods, the rule says
you reverse 20 per cent of the value of
the non-dutiable goods, i.e., 20 per cent
of Rs. 5 crores is Rs. 1 crore, whereas I
had taken MODVAT credit of only
Rs. 5 lakhs. So, this is the lacuna in the
rule. I would request the hon. Finance
Minister to do something in this regard.
The wording should have been “actual
MODVAT credit taken in respect of
dutiable goods or 20 per cent of non-
dutiable whichever is less.”

SHRI G. SWAMINATHAN (Tamil
Nadu): I would like to add one thing.
You have separate books. Separate books
can be maintained, but the small scale
industries are finding it extremely difficult
because they get their goods separately
on a certain level and the small scale
industries cannot purchase same goods at
two levels. They cannot pass it on to two
levels. You are asking them to maintain
two bogks. It has become very difficult
and complicated for these people. 1
would request the hon. Finance Minister
to look into it.

SHRI P. CHIDAMBARAM: } don’t
want you to maintain -separate books. I
know the problem of 7 cc. It has been
postponed to 1st September. It has not
come into force from 1st August.

SHRI G. SWAMINATHAN: 1st Sep-
tember is aiso very near.

SHR1 P. CHIDAMBARAM: 1st Sep-
tember is still three days away. Let it
come.
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SHRI R.K. KUMAR: Madam Vice-
Chairman, I want to say one more point.
A lot of bank loans can be easily reco-
vered if the Central Government some-
how modifies the Urban Land Ceiling
Act in respect of lands available, at least
as security. This is a State subject and
this is a varietable area of corruption
while getting exemption. The other day
there was a discussion that two State
Assemblies have to pass a thing to have it
as a legislation. Something was being said
on that line. Something could be done. A
lot of bank loans could be recovered.
Even for accounting purpose if it is under
the ceiling we will not take it under
security. Balance sheets of a number of
banks would improve if some mandatory
provisions are made to grant exemption
to those companies which ae referred to
BIFR. There is an example in Madras
where loans were fully recovered. Book
balance was Rs. 2.5 crores. They have
recovered Rs. 7 crores by way of sale of
land after getting exemption. Central
Bank of India recovered the entire
money including the interest up to a day
before the due date. This is possible.

Madam, let me now come to the mid-
dle-class, the salaried class. Relief by way
of increasing the standard deduction from
Rs. 15,000 to Rs. 18,000 to those whose
annual income is Rs. 60,000 is no relief.
When you are considering some relief to
exporters and other people, please keep
in mind the middle class also.

There is one more area. You have the
presumptive tax scheme for small traders,
etc. You pay Rs. 1,600 and forget about
your income-tax assessment etc. But that
is not being implemented properly. If the
Finance Minister’s attention is drawn to
this, he can rope into the tax net a large
number of people under the presumptive
tax system.

1 wholeheartedly welcome the amend-
ment in respect of sale and lease back.
This was a veritable play ground of pas-
sing on losses from one company to the
leasing companies who charge exorbitant
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rate of interest and do not pay tax to the
Government by jacking up the leased
assets value. Now it is restricted to the
actual cost of the sale and lease back
companies. It is a welcome step and I
welcome it.

Before I conclude I would like to say
that I fully understand and appreciate the
difficuliies of the hon. Finance Minister.
The Finance Minister, as I said, is a
Minister of a coalition of diverse political
partics. He cannot rush though he is a
reformer by nature. he cannot rush with
certain things even though in his heart of
hearts he would like to be a reformer. It
is for him to decide whether hc would
like to be known as a daring economic
reformer who would take India on the
path of accelerated growth or as an
ordinary politictan who is bogged down in
political compulsions. A small step of
withdrawing the proposal of MAT, I am
sure, would help. I am also sure that in
his next Budget, he would make a big
leap towards growth for which I extend
my good wishes,

SHRI KRISHNA KUMAR BIRLA
(Rajasthan): Madam Vice-Chairman, 1
am grateful to you for giving me the
opportunity of expressing some views on
the Budget. In my opinion it is a good
Budget. The Budget has sent a message
to people throughout the world those
who arc interested in investing money in
India, that the scheme of liberalisation of
the economy hy the earlier Government
is continuing. Madam, this type of a
scheme is going to infuse stability in the
economy. It is also going to send a
message to all the foreign financial in-
stitutions and entrepreneurs. It is going
to instil confidence in their minds that
India is the proper country for them to
come and invest.

The aims of the Budget are good, as
has been said by the Finance Minister in
his Budget speech. Rationalisation of the
tax structure, controlling the fiscal deficit,
impetus to high growth sectors, marked
improvement in infrastructure and last
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but not the least, poverty alleviation.
These arc lofty ideals.

I would like 10 offer a few comments.
Firstly, for fiscal prudence, veduction in
internal and external debt is very neces-
sary. In the Budget, the Finance Minister
has made a provision of Rs. 60,000 crores
which comes to 29.03 per cent of the
total cxpenditure towards intcrest pay-
ment. This is a colossal amount. Madam,
there might be many methods of reducing
this figure of borrowing. But, 1 would
suggest that the best method, is disinvest-
ment of Government holding in public
sector enterprises. Now, Madam, pubhc
sector enterprises could be divided into
two sections; one is the core sector and
the other 1s the non-core sector. As far as
the non-core scctor is concerncd, the
total amount invested by the Governmem
of India is Rs. 60,000 crores. I read in
the newspapers that the Industry Minister
made a statement that he would not mind
disinvestment to the extent of 74 per cent
and keeping 26 per cent, for the Govern-
ment. Madam, 74 per cent of the
Rs. 60,000 crores would mean Rs. 44,000
crores or perhaps even more because
many of the companies, many of the
shares of these companies may fetch a
premium. But, I would suggest that this
cxercise must be done; this massive well-
planned exercise must be done so that we
could earn more money by this disinvest-
ment and that way we try to reduce as far
as possible the Government’s borrowings.
Madam, in my opinion, selling invest-
ment of only Rs. 5,000 crores is neither
here nor there. It makes no impact what-
soever, as far as the borrowings are
concerncd. Madam, the total Central
Plan Outlay in 1996-97, as presented by
the finance Minister, is
Rs. 87,086 crores or an increase of 16.7
per cent compared to last year. This is
quite satisfactory. Rs. 32,713 crores come
out of the budgetary support. This is
quite in order. The balance amount of
Rs. 54 378 comes out of the public scctor
cnterpriscs. 1 only hope that the public
sector cnterprises will give a good per-
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formance of theriselves and their results
will be satisfactory. Madam, the Common
Minimum Programme, CMP as it is cal-
led, of the National Front, has reckoned
the industrial growth or has targeted the
industrial growth to be 12 per cent. This
is a good figure. I only hope that there
will be a congenial atmosphere to achieve
this target. 1 would offer my comments
on this a bit later. But 1 wouid like to
compliment the Finance Minister on one
thing. Madam, 1 have ncver found an
invasion of India by foreign enterprises in
a kind of indiscriminate manner. But,
side by side, I would also like to mention
that we, the Indian industrialists, we the
Indian entrepreneurs, are not at all afraid
of the foreign competitors so long as
there is a levél-playing field. Unfortu-
nately, this is a matter which has been
ignored in the past. I am very happy that
the Finance Minister has stated that a
level-playing field would be provided and
towards that a beginning has been made
by reducing the long term capital gains
tax from 30 per cent to 20 per cent. I do
not know why the Finance Minister did
not become a bit more bold and reduce it
to 10 per cent as is in the case of foreign
entrepreneurs. Anyway, we are grateful
to him for whatever little has been done.
Madam, for rapid industrialisation, finan-
ces are needed and our experience has
been that sometimes, particularly where
there might be adequate capacity in other
sectors; there might be one or two sectors
where, if you add some machines — in
our commercial terms it is called the
debottieneeking of the machine — things
can be very much improved. Madam, for
this debottlenecking the amount of in-
vestment provided is comparatively very
little. Formerly, whenever we purchased
the equipment for debottlenecking, there
was no problem as there were very good
schemes called ~ Equipment Financial
Schemes both by IDBI and ICICI. Now
what has happened is that the workload
has increased, they have taken the line of
least resistance and that they will not
consider any schemes unless and until the
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amount is minimum Rs. 5 crores. Every-
body cannot afford Rs. 5 crores. There
arec medium types of industries also and
for them to place an order of Rs. 5
crorcs, even when they arc not in need of
it, is ridiculous. T do not know why the
original scheme of Equipment Finance by
the IDBI and ICICI is not restored. I
would place this matter for the kind
consideration of the Finance Minister.

Madam, as far as the agricuitural sector
15 voncerned, Jast year was the year of
stagnation. This year, according to what
we hear, there is going to be a good
growth and that is a good thing. If there
is a good growth price-rise will be stabil-
ised, inflation will be kept under control
and there will be exports from the coun-
try both in a direct manner and in value
added manner. I would make certain
suggestions to strengthen the agricultural
sector. There arc many good steps taken
by the Finance Minister like increase in
share capital of NABARD, additional
funds for rural infrastructural develop-
ment funds, funds for internal aided irri-
gation or benefit schemes, subsidy
schemes for
small tractors. I would make a suggestion
to the Finance Minister that he should
make sure that these schemes are very
scrupulously carried out, because in many
cases schemes are made but actually they
are not implemented. Madam, the capital
market has slumped and 1 was here
yesterday when the Finance Minister in
reply to a question- said that capital
market has slumped not only to the
presentation of the Budget but it was
going downwards even earlier. I do not
want to enter into any discussion as far as
that is concerned. I would only like fo
say that something should be done to
improve the capital market. The Indian
Capital Market is a big market. It has
7,000 companies which are spread over
23 Stock Exchanges. There are 40 million
investors in the country and their number
is likely to go higher. Market
capitalisation of the shares quoted is $ 150
billion. You will kindly thus see that it is
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a vast market. This market,
unfortunately, has been bearish for the
last onc year and, Madam, the general
cxpectation was, throughout the business
community, that after the Budget has
been presented by Shri P. Chidambaram,
the hon. Finance Minister, the share
market was going to boom. Rightly or
wrongly that was the feeling. When the
share market did not boom it came as a
big disappointment to all. Madam, what
are the figures? The figures are; from the
Rs. 45,000 crores has come down only to
Rs. 30,000 crores. Madam, 1 certainly
compliment the Government for certain
steps that they have taken in improving
the  market. For example, Security
Depositary Scheme. It is a good scheme.
It is a step towards globalisation and will
certainly help us. The Finance Minister
also suggested that as far as FllIs are
concerned, the income-tax share would
go up to 10% with the overall ceiling of
24%. This is again a very correct step in
the right direction. The ncw thing the
Finance Minister has introduced in the
non-working shares for which 1 have
quoted a number of references in my past
spceches. He has put the ceiling at 25 per
cent. Perhaps, in course of time, further
increase in the ceiling may be considered
by him and stcps taken in that regard.

Side by side, I would like to make
certain suggestions. One is: I have been
plcading for the past many years that a
company should be permitted to buy
back its own shares, for which the
Companies Act will have to be amended.
Now, this is not some-thing ‘new. It is
already happening in a number of other
countries.

Secondly, Madam, in case the stock
market has to improve, it has been a
matter of great surprise and distress as to
why the banks are not lending money
freely, as far as the equity shares are
concerned. 1 understand, there are
instructions by the Reserve Bank of India
in this regard. As a result of this, banks
are not financing the purchases of equity
shares in the secondary market.
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My third point is the experience in
other countrics has been that in case the
interest ratc comes down, it revives the
stock market. When the stock market is
revived, it, automatically, leads to the
tevival of the primary market. Therefore,
the question is: how do we reduce the
rate of interest which is, perhaps, the
hightest, if not the highest, in the world.

Another suggestion 1 would like to
make for the kind consideration of the
Finance Minister is that the percentage of
CRR should be reduced from 12 to 11.
This would release more funds in the
hands of banks. As a result, there
appears to be a good possibility of the
ratc of interest coming down.

Our experience in the business
community—we have seen it in the
past—is ~ that the investment allowance
has played a very important role, as far
as savings is concerned, as far as
industrialisation is concerned. It provides
incentives: it helps industrialisation. The
Finance Ministcr docs not know about
e uvians. 1 would, very respectfully,
submit this proposal to him for his kind
consideration.

Another suggestion 1 would like to
make is rcgarding tax cxemption on long-
term capital gains. The Finance Minister
had announced in his Budget specch that
there would be tax exemption on long-
tcrm capital gains if they are reinvested
in specified assets: in that casc, it would
be exempt from tax. Madam, I would
very forcefully plcad with the Finance
Minister that in respect of ncw
floatations, in respect of new shares, also,
let this scheme of tax exemption be
applied. In casc the money is invested in
new equity, they should be exempted
from paying tax on the long-term capital

gains. I am sure this would make
investment more attractive and more
worthwhile.

One speaker, earlier, made a mention
regarding exemption of dividend from
taxation. This js, really, a point which I
have been emphasising for the past many
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years. Madam, as you must, ccrtainly, be
aware, dividend is paid from the com-
pany’s profits which have already been
taxed. Now, from a company’s profits, in
case dividend has been paid, why it
should be taxed again when the company
has already fulfilled its obligation towards
the payment of tax? Therefore, all along,
the plea of a large number of people has
been that any dividend which is paid by
companies should be exempted from ta-
xation. I make this point for the kind
consideration of the Finance Minister.

Then, Madam, two things have been
introduced by the Finance Minister. One
is: the limitation of unabsorbed deprecia-
tion to only eight years. In regard to
depreciation which a company earns,
which it would have earned ecarlier, there
is a limitation of eight years. After that,
they cannot avail of the benefit of that
depreciation. 1 would forcefully plead
with the Finance Minister that this js a
point which he should reconsider. 1
would strongly plead with him that he
should completely abolish this idea and
he should restore the original scheme of
permitting depreciation, so long as the
company is not in a position to make
profits. '

5.00 P.M.

SHR1 P. CHIDAMBARAM: 1 see
your point. What I would like to know is,
if eight years is not the limit, what should
be the limit? Is it your case that there
should be no limit at all? Why did this
amendment come? In the Virmani Indus-
tries where a company went out of busi-
ness some 20 years ago, another company
took over the company which went out of
business—and it is in a new line of
busincss—and then takes the unabsorbed
depreciation of that old company and
tried to adjust it against current profits.
So, how do you deal with this situation
where there is a huge gap between a
company going out of business and a new
company coming and taking that over
and then takes over the unabsorbed de-
- preciation—unabsorbed  loss—of that
company?
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SHRI N.K.P. SALVE: Are you sug-

| gesting that a new company is taking

advantage of the unabsorbed deprecia-
tion?

SHRI P. CHIDAMBARAM: It took
over the company, but it is in a different
line of business. In fact, this is to get
over this problem. I see your point. Well,
we made unabsorbed losses adjustable
cight years. In many tax legislations of
other countries, unabsorbed depreciation
is part of unabsorbed loss. They do not
make a distinction between unabsorbed
dcpreciation and unabsorbed loss. And
tnere arg countnies where it can be ad-
justed only for a period of three, five or
scven vears. In our case, unabsorbed
losses can bc adjusted for eight years
and, therefore, we thought that unab-
sorbed depreciation also should be ad-
justed for eight years. Please tell me
whether there should be no limit at all or
there should be a limit and how you
would deal with this kind of a special
situation when somebody from outside
takes over.

SHRI N.K.P. SALVE: Madam, T wili
take just one minute ..(Interruptions)..

SHRI P. CHIDAMBARAM: 1t is use-
ful to understand what your point is.

SHRI N.K.P. SALVE: Advantage is
taken of unabsorbed depreciation by sev-
cral companies to manipulate tax liability.
Especially in the USA, that is a very
patent practice. But at this stage of our
development—because depreciation is a
legitimate demand-—as it is eight years is
too inadequate. We keep on making
losses for several years. The loss is con-
fincd to cight years. But if there is this
kind of a misuse of depreciation,
perhaps, an appropriate provision can be
made’ in the law. But to prevent a mis-
usc, not to allow legitimate claims of
dcpreciation to carry forward, is not jus-
tified. That is what I would want you to
consider.

SHRI P. CHIDAMBARAM: How
long?
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SHRI N.K.P. SALVE: Let it be 15
years, minimum.

SHRI KRISHNA KUMAR BIRLA:
Madam, a very important question has
been posed by the hon. Finance Minister.
I would readily admit that as far as this
item is concerned, of limiting the unab-
sorbed depreciation to eight years only, it
came so suddenly—I will be honest here
and say—that 1 have not becn able to
make a complete study of the matter.
But, side by side, 1 would also like to
mention that a study has already been
started by us. It will take us two months
and, aiwer that, I will certainly place it
before you.

SHRI N.K.P. SALVE: Till then keep
it in abeyance.

SHRI KRISHNA KUMAR BIRLA:
For the time being you may kindly keep
it in abeyance. We are studying it be-
causc there were so many things which
were being talked about before the
Budgct was presented. Unabsorbed de-
prcciation was the last thing which any-
body could have even thought of, and it
came so suddenly as a bolt from the blue.
So, now we are not in a position to offer
any spccific comments as far as this
matter is concerned. But we are making a
study of the matter.

Madam, I now come to MAT. I would
probably agree with the Finance Minister,
but 1 would certainly like to remove a
misconception which is in the minds of
the people that there are companies
which do not pay any tax at all, which
are zero tax companies. Taxes are of two
types—one is direct, the other is indirect.
It is a fact that these companies, by so
arranging their finances, arc in a position
that they are not required to pay tax for
a number of years. That is a fact. But
what is the fact behind that? The fact
behind that is that these companies are
growing so fast that the-amount of depre-
ciation that is allowed to them as per the
Income-tax Act, that takes cdre as far as
their profits are concerned. As 1 have
mentioned, there are two types of taxes.
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One is direct taxcs. It is a fact that many
companics have been able to so arrange
their finances that they arc not required
to pay direct taxes.

Side-by-side there are indirect taxes. An
earlier spcaker said that big amount of
indirect taxes are paid by these com-
panies. The other day I read in the
papers some economist saying that the
indirect taxes do not come out of the
profits of the companies. They come out
of the purchases made buy the public. 1
would like to change that statement. It is
not that they do not come out of their
profits, as the economist said; they come
out of their production. That is the point
which is unfortunately forgotten. Had
they not been in a position to produce
more, they would not have been able to
realise higher indirect taxes. So, these
companies are certainly discharging a
very important source of their obligation
as far as their commercial life is con-
cerned. That apart, the greatest need of
the time is employment. Since these com-
panies are growing at a very fast pace,
they are throwing open their doors for a
large number of people for employment.
So, there is much that could be said
against MAT. I know that the Finance
Minister will be kind enough to say that
he will be guided by what Parliament
says, but 1 know he has got strong views.
Side-by-side, in all honesty 1 would like
to say that in majority of the countries
the MAT is prevalent in some form or
the other. Even in the United States it is
prevalent.

So, in case the Finance Minister is
keen on MAT, let him retain it, but I
would like to make a submission. There
are many companies, which have become
sick for reasons beyond their control. If
necessary, 1 can cite some instances to
the Finance Minister. When the com-
panies become sick for reasons beyond
their control and honest and genuine
efforts are to be made to revive them, in
such cases my forceful plea to the Fi-
nance Minister will be to exempt them
from tax and also from MAT. If that is
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not done, I am afraid, revival of these
companies will become almost imposs-
ible. Madam, if my suggestions are ac-
cepted, the capital market will get a
boost. In case the capital market remains
dull, as it is now, then we could, as well,
forget new subscriptions. Madam, a
strange phenomenon is taking place now.
Mr. Salve might be aware of it. Usually
when a company declares right shares the
prices of the shares have a tendency td
increase. Now, the opposite is happening.
When a company is allowed to Tssue right
shares, the people want to sell away their
existing shares with the result the share
prices fall. In case the capital market
does not improve, we cannot except any
industrialisation to proceed in this coun-
try. This is my submission for the Finance
Minister’s consideration.

The most essential requirement of an
economy, as mentioned by the Finance
Minister, is the growth of GDP, which,
according to him should be 7 per cent to
8 per cent. Madam, I am not an econom-
ist, but I have made inquiries from them
as to what should be the percentage of
saving so that we could have a GDP of 7
per cent to 8 per cent. Our present saving
is 24.4 per cent. From my economist
friends 1 understand it should be 27 per
cent to 28 per cent before we could have
this growth of GDP to 7 per cent to 8 per
cent. The question is: how to attain this
growth? 1 have got three suggestions in
this regard. First the threshold limit of
tax exemption, which, at present is Rs.
40,000, should be increased to Rs,
60,000. Madam, the maximum rate of
personal tax becomes computable on an
income of Rs. 1.20 lakhs. This is a very,
very tiny figure. What you call Rs. 1.20
lakhs means Rs. 10,000 per month.

I would subit to the Finance Minister,
as far as maximum margin rate of tax is
concerned, the net amount of Rs. 1.20
lakhs be increased to Rs. 3 lakhs.

Then, Madam, as far as surcharge is
concerned, I am happy that the Finance
Minister has given some concessions.
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Again 1 plead with him that he should
consider the matter and if possible he
should completely remove this surcharge.

Madam, one of the last points is lack
of adequate infrastructural facilities. With
regard to infrastructure like power, road,
railways, ports, telecommunications there
are many obstacles in the rapid develop-
ment. This is one thing which frightens
our business friends from abroad. A large
number of business friends come over
here. When they go from one area to
another area they find it difficult to travel
because the roads are in bad condition.
They say that there is a heavy traffic on
the roads. Then, they get frightened.
Madam, one day I was driving a car. By
my side an American friend was sitting.
After I had driven to the destination, he
saluted me and said, “Mr. Birla, 1 could
not have driven in this car on your
roads.”” But this is the type of roads
which we have

SHRI P. CHIDAMBARAM: Was
your car bad or was the road bad?

SHRI KRISHNA KUMAR BIRLA: I
leave that to you. You think about it.
You have also rightly asked.

Madam, as far as infrastructures are
concerned. 1 would suggest to Finance
Ministcr to give some concessions to the
private sector. I also submit to the
Finance Minister that he should meet
officials of important institutions of
industry like the FCCI, ASSOCHAM
and the CII and have a talk with them
and try to see that something is done.

Madam, while summing up, 1 would
say that this is a good Budget both for
industry and for agriculture. Efforts have
been made to alleviate poverty. 1 fully
support it. Thank you.

SHRI SANJAY DALMIA (Uttar
Pradesh)Y Madam  Vice-Chairman, this
Budgct was presented by the present
Government fifty days after being in
office. 1 know that the Finance Minister
and the Government wanted to do a lot
of things, but they could not do in such a
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short time. Therefore, I would like 1o
cinfine myself to some of the suggestions
winen  wie hwon. Finance Mmister can
consider when he rises to present his next
Budget sometime in February, 1997.

Madam, I would like to say that this
Budget contains continuation of
libcralisation policy. By liberalisation,
what I understand and what I mean is to
make the Indian economy productive,
strong and self-reliant. When I am
mentioning about the economy, I would
like to include other service sectors also,
apart from industry. One of the most
important things, in my mind, is the
agriculturatl scctor. This Government has
given a lot of emphasis on development
of agriculture in their Common Minimum
Programme. In the last four or five ycars,
the agricultural growth has been very
very small as compared to the industrial
growth. A majority of our people, about
60 per cent of our population directly or
indirectly depend on agriculture. Madam
what is requircd to be done is the
agricultural scctor should be made a
provucuve  une 0 that it can  make
positive contribution towards our
cconomy. Unfortunately, today there is a
ncgative subsidy on agriculture. I fecl
that due to negative subsidy, enough
money is not going into the agricultural
sector. As a result the growth in
agciculture is limited to 3 to 4 per cent
when compared to 10 per cent, 11 per
cent and 12 per cent in industry. I can
imagine thc situation when agriculture
grows at 7 to 8 per cent for the next five
years.

You can imagine the kind of surplus
which will be generated in the economy.
You can make a much bigger
contribution to the GDP than what it is
today. This will also accelerate the
growth in the GDP. The point is, how do
we make agriculture more productive?
One of the things which can be done is to
promote agro-industries in a big way
because agriculture itself is not enough.
Unless the agriculturc produce is made
more productive, more value-added,
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agriculture  will not be as much
productive as we would like it to be. 1
know the Government is doing a lot for
more  agro-industries. I have two
suggestions here. One is, all the agro-
industries. 1 have two suggestions here.
One is, all the agro-industries—we can
define what agro-industries are—should
be made tax-free for the next few years,
say four or five years. And whatever time
you want to give for tax exemption to
agro-industries, it should start from the
day they start taking profits. There is
always a gap between the profit-making
and the start of the industry. This is one
of the areas which 1 would like to be
considered for the next Budget.

The second most important thing is,
the Common Minimum Programme has
laid  stress on development of
infrastructure. Infrastructure is something
which we have been talking about. We
have been trying to atfract capital, both
Indian and foreign, into infrastructure. I
will give you one example, ports. The
freight rate from Europe to India is much
more than the freight rate from Europe
to Singapore. The reason is that Indian
ports arc not in a position to take larger
ships. Secondly, Indian ports are not in a
position to load or unload the vessels
which arc coming into Indian ports.
These two reasons are enough to make
the frcight rates from Europe to India
much more expensive than the freight
rates from Europe to South-East Asia,
Singapore, etc. etc. I do not know the
amount of money which the Indian trade
and industry are losing on this account.
But 1 know that it runs into several
hundreds of millions of dollars. Similar
losses are being incurred because of lack
of infrastructural facilities like roads,
power, etc. My specific suggestion for the
development of the infrastructure
industry is to attract more capital into the
infrastricture industry. Any infrastructure
industry first should be made tax exempt
for a number of years. If you want to
make the minimum five years and the
maximum 10 years or something like
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that, it may be done; but it should be
counted from the day it starts making
profits and not from the gestation period.
In the infrastructure industry, the
gestation period is very high. The
exemption for two years has really no
mcaning. Apart from this, apart from the
industry being given tax exemption, I
think the sharcholders who invest in the
infrasuuciure blustry  should be  given
the benefits of long-term capital gains
exemption. Also, banks should freéely
advance money to the people who want

to go for the shares. of the infrastructure

industry. The idea is to attract more
capital. Today,

if one has to go to the capital market to
finance an  infrastructure  industry,
whether power or road or port, I think it
js going to be a very, very difficut
proposition. Unless the investor is also
given all kinds of benefits like dividends,
long-term capital gains, short-term capital
gains, etc., it will be difficult. I would say
that any capital gains which the investor
is able to make in the stock market,
having invested in the infrastructure
industry, when he sells the shares after
one or two years, the investor should be
given complete benefits for the next
5—10 years. Then, 1 am sure, we will be
able to attract more money into the
capital market for the infrastructure
industry. We have been seeing that so
many telecom companies and power
companies are there and none of them is
able to go into the capital market so far.
The reason is that the capital for these
industries is not coming because the
return on the investment is very, very
slow and the gestation period is very big.
That is the reason. Theréfore, one of the
things I would like to suggest for the next
Budget—or may be for this Budget—is to
give incentives to the investors in the
infrastructure industry.

The third point I would like to make is
this. The Finance Minister himself has
said that he would like to introduce VAT
as early as possible to cover all industries
in India. I know the introduction of VAT
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is creating some kind of a resistance from
other States because of the fact that they
are apprehensive that their revenues may
go down and that is why there is some
kind of a resistance, apart from other
things. One of the suggestions which 1
would like to make is this. Take, for
instance, the year 1994-95 and whatever
we achieved. We want to introduce that.
We want to translate that into the State
Budget and see whether the revenue
transferred to the State during 1994-95 is
higher in the existing system or it will be
higher by introducing VAT and if we are
able to convince the "States that by

~ introducing VAT, their revenue or their

share in the total revenue will not go
down. 1 personally feel that the resistance
to the introduction of VAT, to that
extent, will be much less and three will
be no difficulty in getting this thing
absorbed in their system. This is one of
the areas which I thought the Finance
Minister would consider the scheme of
introducing the VAT-—and I would say
that already sevcral years have passed
since this announcement was made and it
is high time that we simplified the VAT
for all the industries. May be, you have a
three tier system or a four tier system,

whether minimum or maximum. But it
should be done as early as possible

because 1 think this would not only
climinate all kinds of delays and
disruptions but also improve the total
revenue—whether it goes to the Centre
or to the States.

One more thing which I would like to
suggest is that one of the things
mentioned in the Common Minimum
Programme is the balanced regional
development. Now we know that in some
of the States, specially, in U.P., Bihar
and in some other North-Eastern State,
the rate of development has been much
less than in some other parts of the
country.
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THE  VICE-CHAIRMAN (SHRI
TRILOK NATH CHATURVEDI) IN
THE CHAIR

There may be many, many reasons
which are there, which have made this
kind of a disparity for so many years to
come. But one of the things which I feel
can make some difference in reducing
this disparity to some extent is by
dispersing the credit institutions, which
are today by and large, concentrated in
one part of the country. If their head
offices are dispersed all over and if they
are given the targets to do the lending in
a particular way, specially to meet the
guidelines of the Reserve Bank of credit-
deposit ratio, it would really be of great
help. As far as U.P. is concerned, the
credit-deposit ratio has been very, very
low for the last several years and this has
been because not enough proposals have
been coming which the banks thought
worthwhile for lending in the State of
U.P. The same is the case in many other
States, 1 beleive. But if the headquarters
of a particular bank is located in U.P.
and all their funding is done in the State
of U.P., 1 think it will afford a better
chance to them because they are going to
be very close to that institution and there
is a better chance for them to meet the
norms of the Reserve Bank of India in
relation to credit-deposit ratio rather than
what is happening today. So, one of my
suggestions is, if possible, the lending
institutions which are today concentrated
in a part of the country, should be
dispersed in differerdit parts of the
country—one in U.P., the other in Bihar
and the third one in Andhra and so on.
Something on that line should be done.
This will help in improving the credit
flow situation in various States.

One of the other areas which we had
discussed in the Standing Committe on
Finance, was the direct taxation system
where suggestions were made to simplify
the taxation system and one of the
suggestions which was made that to have
some kind of a consumer tax or a
consumption tax on white goods owners,
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owners of car, owners of flats in large
cities etc. etc. because the fact that they
possess these white goods or car or

scooters or three-wheelers or flats or land

in these big cities is indicative of the fact
that they have income by which they
have been able to possess these goods.
So, some kind of consumption tax on
these items should be levied.

THE VICE-CHAIRMAN (SHRI
TRILOKI NATH CHATURVEDI): But
has your Committee submitted its report?

SHRI SANJAY DALMIA: No. The
Committee is, 1 think, finalising their
report today. But I am just saying that
some of these things were discussed. But
what 1 am saying is that these suggestions
were also made independently before the
Committee met, to the hon. Finance
Minister, by certain other groups. So, it
is not something which I am divulging as
to what happened in the Committee. I
am just saying that this was also discussed
in the Committee and the figure which 1
feel can be collected is to the tune of Rs.
15,000 crores to Rs. 20,000 crores by this
method itself which will not have much
cost of collection also. Today, the total
revenue of income tax, including
corporate tax, is something like Rs.
40,000 crores to Rs. 45,000 crores. 1
think Rs. 15,000 crores to Rs. 20,000
crores can be collected by this method. If
you simplify the other areas and give
exemption from the minimum level of tax
to generate savings. Whatever profit you
want to make there, you can make much
more profit by having this kind of a tax

system.
According to my calculation, the total
revenue should be something like

Rs. 15,000 crores to Rs. 20,000 and the
exemption which you give to enhance the
savings which we really require, is not
going to be more than one thousand
crores of rupees or so. This is one thing
which the hon. Finance Minister might
like to consider.

One more point which I would like the
Finance Minister to consider is that we
have so many NRIs who are having their
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business outside and their earnings are
several thousands of US dollars and even
if they transfer a portion of it, a lgt of
money can come by way of NRIs invest-
ment. Now, what 1 am proposing is that
since we are trying to develop SAARC as
a concept and SAARC as a trading
community, my suggestion is that, on a
reciprocal basis, if we can extend this
dcfinition of NRIs to include residents of
SAARC countries, who may be given this
special facility to invest in India and this
will give the Indians an opportunity and
facility to invest in the respective
SAARC countrics, 1 think this invest-
ment between the SAARC countries will
also open ﬁp the trade and commerce
between the various SAARC countries
and we want to develop this as a trading
zonc. So, I thought that this will not
really cost very much. But on a reciprocal
basis, it may be a good idea to extend
this  bhenefit to the whole region of
SAARC.

Lastly, about the stock market, which
unfortunately is not in a very, very good
state, thc BSE at one time had ncarly
touched, 4,800 or 5,000.

And today it is 3,400 or 3,500. In the
last 1% years it has rcally become dull to
invest in the stock market. One of the
suggestions that T would like to make to
thc hon. Finance Minister is to give
incentives to the smal! investor, to give
liquidity to the small investor for invest-
ing in thc stock market, and for that he
has to libcrally make available the bank
finance to the common man or to the
avcrage investor so that he is in a posi-
tion to usc that money for putting in the
stock market because I have scen that
because of the liquidity crunch the small
investor is today not in a position to go
and invest in the stock market and that is
one of the reasons why the stock market

i is rcally not very active. In the last two
i or Yhree yegrs the investment for capital-
isation which had been taking place every
year in the stock market, has come down
substantially and I fecl that if we do not
rcally cheek this, it may go down further
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and I do not want to sce a situation
where the stock market is going to be
activated only when the FFIs come into
the picture; otherwise, it becomes dull. 1
think that we, the Indian investor-com-
munity should be given a much bigger
role to play in the stock market. With
proper constraints, I know that some of
the things which are taken care of or
which are being done, the depositories
and the reforms that are being done in
the stock market, will help in protecting
the interests of the investors—small,
medium etc., but one of the things to be
done is to possibly arrange or organise
the liquidity for the investor because I
think that the more number of people
who are active in the stock market, the
better the stock market is. Same is the

“situation i the cuse of sharcs of a com-

pany. If there is a company which is a
closely held company and there are not
many sharcholders, the stock of that
company remains at a low level. This is a
universal normal phcnomenon; that is
why if there are more players in the
company’s stock, if it is not closely held
cither by the financial insitutions or by
the promoters, then the stock goes up.
Similarly, in the stock market if there are
more players small and medium—becuase
big players cannot be large in number—it
will give a fillip to the stock market and
it will come to a level which is desired,
and that will also generate capital which
we require for new investments etc.
Thank you very much.
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THE VICE-CHAIRMAN {SHRI
TRILOKI NATH CHATURVEDI):
Thank you, Mr. Ramjilal. Hon.

Members, we have now three minutes. If
the House so agrees...(interruptions)....

SHR1 - SATISH AGARWAL
(Rajasthan): In any case, the House has
to be adjourned because the debate is not
going to be over. It has to be carried
forward by one more day. The Finance
Minister’s reply will be on Monday.

SHRI P. CHIDAMBARAM: Sir, T am
told that four more hours remain. If the
debate can be fited into Monday between
2.00 p.m. and 6.00 p.m. and if T am not
replying in the Lok Sabnha, I will reply
here at 6.00 p.m. on Monday. If the
debate is fitted here between 2.00 p.m.
and 6.00 p.m. and 1 am replying in Lok
Sabha, then 1 will reply here on Tuesday.

SHRI SATISH AGARWAL: Tuesday
morning. We don’t mind.- I would
welcome it very much. 1 must apologise
because 1 shall not be available on
Monday.
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SHRI P. CHIDAMBARAM: Satishji,
I requested the Secretary-General to
consult the Chairman. If the debate is
over here by 6.00 p.m. on Monday and if
I am not replying in Lok Sabha, I will
reply here Otherwise, 1 will reply on
Tuesday morning.

SHRI'SATISH AGARWAL: We will
not object to it. We agree with him.
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THE  VICE-CHAIRMAN (SHRI
TRILOKI NATH CHATURVEDI): The
House is adjourned till 11.00 a.m.
tomorrow.

The House then adjourned
at six of the clock till eleven
of the clock on Friday, the
30th August, 1996.





