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SHRI S. JAIPAL REDDY: What
about vour comparison with regard to the
figures of 1993-947 How much was
procured through direct negotiations and
what percentage was procured through
global tenders?

SHRI P. CHIDAMBARAM: Madam,
I do not have the 1993-94 figures readily
available. T have given the 1994-95 break-
up. I will send the 1993-94 break-up to
him.

SHRI S. JAIPAL REDDY: 1t is very
iraportant, Mr. Minister, becuase you
asserted that this procedure of long-term
arrangements with producers had earlier
been pursued. So, we should like to have
a comparative idea whether the

figures of percentages are comparable or
not.

SHRI P. CHIDAMBARAM: That is
why 1 am saying that the 1993-94 figures
are not here, it is because the Calling
Attention Motion did not relate to 1993-
94. 1 gave the figures about 1994-95 in
my statement itself. It is not as though 1
held it back and gave it to you after you
asked the question. I gave it in my
statement itself. For 1993-94, 1 will get
the figures and send them to you. They
are not readily available. But 1 want to
assert that all methods of procurment are
open to MMTC to exercise its commer-
cial judgement. They have fulfilled the
mandate substantially by bringing in a
iittle over 28 lakh tonnes in 1994-95. 1
would request the hon. Members to ac-
cept my assessment of the situation. Ev-
zrything was proper.
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SHRI P. CHIDAMBARAM: Madam,
pricing of urea is not the subject of the
Commerce Ministry. There is a subsidy
on urea. There is a farm gate price for
urea. If hon. Member wants to address a
specific question or the farm gate prices
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or subsidy, he should ask a separate
question. I am dealing with import of
urea and I have told the hon. Members
that the MMTC by importing 28 lakh
tonnes substantially fulfilled its mandate,

" which was 30 lakh tonnes. (Interruptions)

THE VICE-CHAIRMAN
(SHRIMATI KAMLA SINHA): 1 ad-
journ the House for lunch till 3 p.m.

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

3 PM.

The House ressembled after lunch
at two minutes past thrce
of the clock, The Deputy
Chairman in the Chair.

THE BUDGET (GENERAL),
1995-96—contd.
IgmEuafa: o R w3 9 fise
R W A @)

Then, I can ask the Minister to reply.

SHRI RAMESHWAR THAKUR
(BIHAR): Madam, 1 have to continue
my speech.

FqRuaR: AR TS T g

SHRI RAMESHWAR THAKUR:
Madam, yesterday 1 was askeds to con-
tinue my speech today.

THE DEPUTY CHAIRMAN: Yes-
terday?

SHRI RAMESHWAR THAKUR:
Yes, Madam.

ITENIRY: A HA N A

Yesterday, 1 did not find you in the
House, Thakur Saheb.

SHRI RAMESHWAR THAKUR:
Madam, yesterday I had spoken but my
speech was unfinished. 1 was asked to
continue my speech today because there
was some other item.

Igaamfa: TR o™ & |1 @ T 9
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.SHR] V. NARAYANASAMY (Pon-
dicherry): Madam, yesterday, at S
o’dlock there was a Short Duration Dis-
cussion.

THE DEPUTY CHAIRMAN: Okay.
:ﬂz = g IR Wew | R W), WY
|

SHRI RAMESHWAR THAKUR:
Madam, Yesterday, 1 was speaking in
" regard to the anti-poverty programmes I
had mentioned some figures of the rural
development programmes. The hon.
Prime Minister, Shri Narasimha Rao has
laid a special thrust on creation of addi-
tional employment for the rural people,
developing and strengthening rural infras-
tructure and improving the quality of our
rural people, particularly, the SCs, STs
and women.

Madam, as we are aware, there are so
many schemes. I would like to mention

one or two schemes. The most important .

scheme is Jawahar Rozgar Yojana. In
1991-92, we had utilised Rs. 2,659 crores
with 809 million man-days. In 1992-93,
we had utilised Rs. 2,704 crores with 782
million man-days. In 1993-94, In 1993-94,
we had utilised Rs. 3,820 crores with
1002 million man-days. In 1994-95, the
provisional figure was more tham Rs.
3,500 crores with 1,042 million man-days.
The provision for 1995-96 is Rs. 3,862
-crores and the combined target of
Jawahar Rojgar Yojna and assured em-
ployment scheme........ with a total invest-
ment of Rs. 5,432 crores, wculd be 1,290
million man-days which is a very substan-
tial figure so far as rural employment is
concerned. In regard to the Indira Avas
Yojana, in 1992-93, we had invested Rs.
238 crores and had 1,92,585 houses. In
1993-94, it was Rs. 464 crores and we had
3,60,000 houses. In 1994-95, we had ab- |
out four lakh houses and in 1995-96, the |
hon. Finance Minister has made a provi-
sion of Rs. 1,000 crores for 10 lakh units \
of houses, new houses. This will be l
continued for five years and 50 lakh !
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houses will be constructed. It will not
only provide additional employment to
many people in the rural areas but will
also be a great service particularly to the
Scheduled Castes, Scheduled Tribes and
other weaker sections of the community.

About the other rural development
programmes, particularly in the year
1995-96, we find, as comparcd to the
previous year, that the allocations to
rural water supply has been raised from
Rs. 810 crores to Rs. 1,110 crores; for
development of women and children,
from Rs. 31 crores to Rs. 65 crores; for
the Jawahar Rozgar Yojana, from Rs.
3,535 crores to Rs. 3,862 crores; for the
Employment Assurance Scheme from Rs.
1,140 crores to Rs. 1,570 crores; for the
drought-prone areas scheme, from Rs. 85
crores to Rs. 125 crores; and for the dry
areas development, from Rs. 85 crores to
Rs. 100 crores. These very substantial

. provisions made in the current year’s

Budget, in 1995-96. We congratulate the
hon. Minister on all these higher alloca-
tions made in the core arecas of rural
development for the benefit of the rural

poor.

A higher allocation has been made for
health and it has gone up to Rs. 2,251
crores; the allocation for education has
been raised by 24.5 per cent to Rs. 651
crores. Similarly, higher allocations have
been made for agriculture. There has
been the introduction of a Social Insur-
ance Scheme and a National Social As-
sistance Scheme for the poor and needy.
There is an expansion of the Mid-day
Meal Scheme for school children and also
the National Urban Poverty Scheme
where 100 per cent deduction will be:
given to the donors. We will contribute
to this Fund. Social and economic prog-
rammes for the minorities have been
evolved. Special schemes for weaker sec-

-tions and also for the Scheduled Castes

and the Scheduled Tribes and for women
have been evolved. About 100 districts
which are predominantly now habitated
by the tribals will be selected and Rs. 400
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crages will be provided for them. Also,
we have the Scheduled Castes and
Scheduled Tribes Credit Corporation
which will get an additional Rs. 100
crores in the year 1995-96.

Samli-scale industrics have been given
a lot of impetus. They employ 14 million
workers and account for about 40 per
cent of the total manufacturing output
and 35 per cent of our total export. This
sector has been given a lot of impetus.
Public sector banks will now develop 100
centres intensively for the purpose of
development of the small-scale industries.
Then, we have also the National Equity
Fund Scheme for tiny units irrespective of
their locations. Of course, they should
not be in metropolitan cities. Also, a
Technology Development and Modernisa-
tion Fund will be established to provide
financial assistance to improve our export
credit facility. These are some of the very
important innovative programmes.

In the Prime Minister’s Rozgar Yojana,
a provision of Rs. 125 crores has been
made to assist around 1.4 million
educated unemployed youth. The rural
employment generation programme has
been provided with Rs. 130 crores. A
new rural development infrastructure
development fund within NABARD has
also been decided. The Fund will provide
loans for completion of on-going projects
relating to medium and minor irrigation,
soil conservation, watershed management
and other forms of rural infrastructure.
These are very laudable things because
these infrastructural facilities were
incomplete in many arcas. Now, they can
be completed.

Then, there is a question of social
security net. There also, a lot of
commendable provisions have been made
in the current year’s Budget under the
National Social Assistance Scheme. Now,
it has been proposed to have a minimum
old age pension of Rs. 754 for all
persons above the age of 65 years. A
lumpsum survivor benefit of Rs. 5,0004
for one members in one family will be
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provided for by the LIC for a modest
annual premium of around Rs. 70~. The
subsistance allowance by way of pre-natal

- and post-natal maternity benefits has also

been stepped up up to two child births.

I would now like to make some
suggestions for the kind consideration of
the hon. Finance Minister. With the

enhanced allocations for various
sectors—the industrial sector, the
agriculture sector, science and
technology, the rural development

programmes, the social security sector
and the small industries sector—emphasis
has to be put on proper implementation
of all these schemes. The delivery system
must be improved because we find the
funds which are given to rural areas and
also to other sectors, are not being
utilised fully, timely, efficiently and
properly. A lot of responsibility for
proper implementation of these
programmes lies with the  State
Governments. They should be in a
position to utilise the money properly for
the given purpose. They should make the
best use of the scarce resources made
available to them.

The other point is that of timely
delivery. In some cases, we find that the
schemes are not completed on time,
whether it is the rural development
scheme or some other scheme; they have
not been completed in time. Even in
some schemes where hon. Members of
Parliament are very much interested, it
has not happened as expected. One crore
of rupees was given to each Member of
Parliament last  year and our
understanding is that in many districts,
these programmes have not been
completed up to March 1995. In the
current year’s Budget also, hon.
Members will get one crore of rupees
after the Finance Bill is approved. But,
the schemes contemplated to be
completed last year and this year with the
said allocation of one crore of rupees
would not be completed to the extent
expected. It is necessary to ensure their
timely completion.
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THE DEPUTY CHAIRMAN: Mr.
Thakur, we have a time constraint.

SHRI RAMESHWAR KUMAR: I am
making suggestions only.

THE DEPUTY CHAIRMAN: I know
that you are making valuable suggestions.
But, they should be made within the time
allocated.

SHRI RAMESHWAR THAKUR: 1
am completing within a few minutes.
Then, 1 come to a slightly technical
matter. Byt, the fact is that there have
been a lot of structural changes in direct
and indirect taxes; particularly the rates
of taxes have been substantially reduced.
I have a feecling that the structure of tax
laws itself needs further rationalisation
and the earlier idea of having one Direct
Taxes Code and one Indirect Taxes Code
on which the Committee appointed for
this purpose had worked. All these
suggestions and these matters have duly
been considered in the Ministry. They
should be given a shape now. The time
has come when a comprehensive Bill for
Direct and Indirect Taxes should be
brought which will simplify the matters
for the benefit of the tax-payers.

The tax net must be enlarged. The
number of assessees under direct taxes
and indirect taxes must be increased. The
rates have been decrcased. We have got
good results. We have got a good
collection. But it is necessary that more
and more scicntific and systematic
surveys should be conducted without
causing hardships to the people. At the
same time, all those who are liable to pay
tax, must pay tax for which necessary
steps should be tiken by the Ministry.

The other point is to have a long-term -

fiscal policy. As attainment of economic
stability is closer, 1 think, it is time that
we should have a long-term fiscal policy
for five years from the next financial
year. Necessary steps should be taken for
that. ‘

1 think the Finance Bill has been
passed in the other House. But still ]

i

4
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‘would like to make ome point on the
Finance Bill. It relates to section 14S.
The notification will be issued by the
Ministry. As a matter of principle, I
think, there is one aspect. The point is:
What should be the Accounting
Standard?  There is a National
Accounting Standard which has been
formulated by the Institute of Chartered
Accountants of India. It is in consonance’
with the International Accounting
Standard. Now this standard should be
taken into consideration and we should
not decide to amend our laws which will
create problem. This, I think, as a matter
of principle, should receive,
consideration. This systein is permissible
in other countries of the world. This

system which has been formulated by an

expert body should be followed.

The second point is in regard to section
194, deduction of tax at source. I think
the hon. Finance Minister, in view of the
problems which would be created, has
reduced the rate from 10% to 5%. I have
a personal fecling that it is not a question
cent. Ten per cent, if
necessary, is all right. Those who have to
pay tax they have paid tax. Those who
need mot pay tax, they will get a refund.
The question is whether this will create
enormous problems. This scction was
introduced and was removed more than
once. 1 think, at least, how this could be
implemented without causing so many °
difficulties should be considered.

Now the Finance Bill has been passed
by the other House. Therefore, 1 would
not like to make the other suggestions
except one. I-have a feeling that it is
necessary to raise more and more
resources in order to bec able to spend
mroe money on our development
programmes in agriculture, industry,
science and technology and so on and so
forth, particularly on anti-poverty
programmes. Therefore, the tax must be
duly collected on time but “tax without
tears.” This is the dictum which has been
discussed again and again. This is not
very easy. A lot of improvement has



301 The Budget

already been made by the Department. 1
am hopeful that the dynamic hon.
Finance Minister and his team of experts
in the Ministry will on one side, enlarge
the tax net and improve the tax collection
and, on the other, ensure that the tax
collection is done on the principle of
“Tax wihtout tears.” A large number of
cases, right from the assessment level to
the appeal level, both on direct taxes and
indirect taxes, are pending before the
High Courts and the Supreme Court.
Efforts should be made to expedite these
cases s¢ that the litigations are reduced
more money is collected and the hard
ship of people, which is unnecessary, is
reduced.

With these words, Madam I support
the Budget and hope that the Members
from the other side will objectively give
their full support to the Budget for 1995-
96.

THE DEPUTY CHAIRMAN: Now
there are a few more names. Members
were agitated that they wanted to make
their points. The names of all these
people had becn called out when they
were not present in the House. Now they
are present. We can allow them to speak
as a special consideration. 1 can only
make a request. Please be brief so that
your contribution is registered with the
Finance Minister. So, make your poigts
in the shortest possible time.

I will read out the names. They are:
Shri Moolchand Mcena, Shri Chimanbhai
Mehta, Shri Sanjay Dalmia and Mr. Jag-
mohan. These are the pcople who are
present here. 1 will give the order in
which they will be called. Now, 1 will call
Mr. Chimanbhai Mehta.

SHRI CHIMANBHAI MEHTA (Gu-
jarat): Madam, thank you. I appreciate
some of the positive features of the
Budget, like the high collection of re-
venue. There was substantial increase in
the foreign exchange earnings. There was
high export trade because of economic
reforms and production in the industrial
sector had gone up. But there are certain
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negative features also which needs to be
mentioned. The most important
phecnomenon that is available in our
country and which pervades everything is
rampant corruption which is nowhere
mentioned in the speech of the Finance
Minister. On 2nd February, 1 was happy
to read the speech he delivered on the
centenary day celebrations of the PNB.
He said that Government agenda not
only consisted of economic and social
regencration, but it also involved moral
regenecration of the socicty. Having said
about moral regeneration beautifully, the
Finance Minister did not say anything
about this in his Budget spcech though it
is also an economic factor. 1 assume that
there is a very big evasion on the taxation
front—direct and indirect. One of the
reasons for it is high taxation rates. High
taxation rates lead to evasion and collu-
sion of officers and business magnets.
You have given some relief by reducing
the Excise duty. But it was not passed on
to the consumer. That is a fact. Unless
you pass it on to the consumer, produc-
tion will not increase. The higher the
commodity value, the lower will be the
client etc. Corruption is so much linked
with high taxation rates that it is high
time we considered it. If high taxation
rate is leading to corruption, then some-
thing must be done about it. I would like
to point out that, last year, because direct
tax was reduced, revenue increased. The
corporate tax collection increased by 33
per cent and income tax collection by 31
per cent. The Finance Minister will have
to mobilise more money. Last time he
collected Rs. 25,000 crores. You can .
collect more if you go with the idea that

" evasion should be stopped. Therefore,

bring down the rate of taxation. This is
the most important point I would like to

{ make. Coming to deficit, three years
| back, the revenue deficit was Rs. 16,000
| crores and it is now Rs. 32,000 crores. If

you cannot make the two ends meet, you
borrow. This year, they are going to
borrow Rs. 52,000 crores. The fiscal de-

ficit is estimated at Rs. 62,000 crores.
This is the negative side of the Budget
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-..(Interruptions)... 1 would like to say
that: this particular aspect should also be
taken into consideration. The revenue
deficit has to be brought down. Borrow-
ings also have to be brought down. It can
be done. The Finance Minister should
specifically discuss this matter with the
Members as to how to bring down this
deficit. 1 had already drawn attention
during the Question Hour to the fact that
the Andhra Pradesh Government has
been given Rs. 686 crores becausc they
bhave introduced partial prohibition. But
we have total prohibition in Gujarat and
we are being given only Rs. 22 crores.
This is a very apparent injustice. Whatev-
er formula might have been evolved by
- the Finance Commission.

1 have seen this kind of a formula for
the first time, that some decision is taken
and then you give the money. I don't
mind the money being given to Andhra
Pradesh Government. But, at that time,
Mr. Vijaya Bhaskara Reddy was the
Chief Minister. 1 must point out that fact.
Therefore, you have to see to it that
justice is done to all the State Govern-
ments. All the States have to be treated

properly.

‘Sir, in the last Budget, you made a
mention that the surcharge on Corporate
Tax would be removed. You did not use
exactly that word but an impression was
definitely, created in the country that this
surcharge was going to be reduced in the
next year, which means the current year.
But it has not been done. That is also a
wrong thing.

I would now like to say somecthing
about items of mass consumption. Deter-
gent powder is an item of mass consump-

_tion, of consumption by poor people.
You have reduced the Excise Duty on
cosmetics, costly toilet soaps, goods pro-
duced by multinational companies, from
70% to 30%. The detergent powder is a
product which a poor man uses to wash
his clothes and you have not reduced
even one per.cent on it this time. Last
year you brought it down from 35% to
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30%. This is an item of mass consump-
tion. You should not be looked upon as
favouring the multinationals at the cost of
the local industry and the consumers. The
detergent powder industry is a labour
intensive industry. You should have been
much more careful.

So fas as gold is concerned, you have
done very well for the first time. It can
be imported by NRIs. Now, in an answer
to my question, you had said that clan-
destine entry of gold would bring a profit
of one to two per cent over the hawala
ratc. What is the hawala rate, hon.
Minister? You had mentioned hawala
rate and that is why I am talking about it.
The hawala rate is 12 to 15 per cent
higher than the official rate. The official
exchange value of a dollar is Rs. 314,
The hawala dealers charge Rs. 35~ or Rs.
36, which means you allow them Rs. 13
per hundred rupees. Now, if 1 want to
send something from India though the
hawala dealers...

THE DEPUTY CHAIRMANM: What is
hawala? 1 only know hawalaat.

SHRI CHIMANBHAI MEHTA: Yes.
I will explain. I know that the Finance
Minister knows it. It is sending the cur-
rency illegally to foreign countries. That
is called hawala. So, in this way, though
according to your statement they are
making a profit of one to two per cent
over the hawala rate, it becomes 15 to 16
per cent of illegal income by clandestine
entry of gold. Octroi has to be paid,
Income Tax has to be paid by the jewel-
lers. You should have “taken this into
consideration. So, say, on one kilogram
of gold that one brings, the cost of which
is between four to five lakhs of rupees,
one would be earning onc lakh rupees or
eiohty thousand rupees. Therefore, I say,
iwuuce the duty of Rs. 2104 per 10 gm.
to Rs. 100~ or Rs. 110~ This is the rate
that is there in some of the neighbouring
countries and, therefore, Pakistan is able
to smuggle gold into India. So, kindly
consider that. For bringing down the
prices, my friend from this side gave a
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very good suggestion. He said that they
may not fix a price tag on the commodi-
ty, but what the cost of production of a
commodity is, we should know. It is a
fact that for cosmetics, at least 1 can say
about them they are charging about 15 or
20 times more than the cost of produc-
tion. A person who buys a commodity
should know the cost of the commodity
which he is buying. So, you can definitely
make a law or issue a notification that if
the price tag is not put, then, at least the
cost of production should be shown. I
don’t think that they can be brought
under price control, but the consumer
should know about the cost of produc-
tion.

ITRAAMA: I TGRSO ¥ TR

SHRI CHIMANBHAI MEHTA: 1 will
just take one or two minutes more.

THE DEPUTY CHAIRMAN: But you
have already taken five minutes more
than the allotted time.

SHRI CHIMANBHALI MEHTA:
Thank you for your consideration. Sec-
ondly, 1 have to say something about the
Income-tax. Income-tax is paid by a per-
son because he carns something. You can
g0 on increasing the tax rate up to a
certain extent. If a person is earning
much more he is not earning by tricks or
crooked methods, but he is earning by
hard labour. So, why do you go on
increasing the rate for a person who is
doing more and more labour? When he is
putting in
sore and more labour, he is increasing
the wealth of the country. So, kindly
think in other terms also that after a
certain higher slab you should try to
reduce the rate of taxation so that the
people do not evade. This is one of the
important points which I wanted to
make.

THE DEPUTY CHAIRMAN: Mr.
Mehta, you have made good points, but
you were only talking about cosmetics
and nothing for men. It is very dis-
criminatory. It is not fair that you only
talked about things which women use.
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You should also talk about something
which men use.
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[THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): In the Chair)

SHR1 SANJAY DALMIA (Uttar
Pradesh): Sir, as promised to the Deputy
Chairman, I will not take much time. I
will try to make two-three submissions.
The first point which 1 would like to
make is about the deposits and the credit
ratio of the public sector banks in the
States. What is happening is that in my
State the credit—deposit ratio is adverse-
ly against the Reserve Bank norms. 1 had
taken up the matter with the hon. Fi-
nance Minister and he had directed the
public secctor banks to give more credit to
the industries, agriculture, business in
U.P. For your information, the deposit in
the last three years is to the tune of
anything from fifteen to twenty thousand
crores. of rupees on the basis of 60%
norm fixed by the Reserve Bank of India.
This is a very huge amount of money
which naturally is the normal right, equit-
able right of the business, industry, trade,
commerce, agriculture, etc., in the State
of U.P. In case the public sector banks
which are given the role of lead banks
are not in a position to make this lending
worthwhile, if they do not find proposals
which are coming for lending worthwhile,
1 would suggest that this amount of
money should be given to the State
Governments for lending to business,
trade and commerce, agriculture, etc., for
which it is meant. When I am saying for
U.P. T don’t mean that other States,
where a similar deficit is there, should be
ignored.

So, a formula can be made that every
one or two years monitoring is to be
done and suppose there is a deficit of
certain amount. Let us say you have fixed
a benchmark of 60%. If it is less than
50% then that percentage is to be made
available to the State Government over
and above their Plan to be used exclu-
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sively for the purpose of lending for
trade, comsi¥rce, agriculture, industry,
etc. This is one thing which, 1 think,
should be done immediately, so that the
continued injustice to States like U.P. is
taken care of.

The second point I would like to make
is that I had said last year also—unfortu-
nately there is a negative subsidy on
agriculture to the tune of Rs. 30,000
crores which in a country like India
where 70% or 65% of the people are
dependent on it and related activities, is
an unfair proposition. My point is that in
every country where there is development
and progress, or developmental work is
going on, this kind of dependence om
agriculture is not there. The normal de-
velopmental ratio is that 10—15% or,
may be in some cases, even a lesser
number of people are dependent on ag-
riculture, and the rest are dependent on
industry and service sector. That is the
way the whole economic development has
taken place all over the world. In our
country, for the last 50 years the ratio of
people, the number of people, dependent
on agriculture is more or less the same. It
might have gone down by 3-4%.

My point is, if we want India to devleop
economically, we have to see that this
ratio is brought down to the normal norm
that is there in all the devecloped coun-
tries, that is, 5—10%. How do we do
this? That means, 5—10% people should
be able to produce all the required food
and agricultural raw materials which are
being produced now by 60—65% of the
population which means the agricultural
productivity will have to go up by 67
times. This is not a small job, but a big
task but it has to be done. So, we have to-
find the ways and means to improve
agricultural productivity by 6-7 times so
that the ratio of dependence on agricul-
wré is only on 7—10% of the population.
What do we do with other people who
are then relieved from agricultural ac-
tivities. In economic development, the
natural course is to have agro-industries.
Sir, we find that in our country, agro-
industries have a good scope not because
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we Adve sbundant lands and agricultural
resources, we have yet not used them
properly but also because we have newer
opportunities which have arisen due to
the opening up of trade in agriculture and
what we are able to learn is that the
agricultural exports from India have a
very bright future because in almost all
the developed countries like those in
Europe and the U.S.A. it is positively
subsidised while in other countries it was
negatively Subsidised. So these countries
will have to finish the subsidy with the
result that agriculture will be more ex-
pensive in their countries and agricultural
products will become more expensive
whereas here we have opportunities
which we must use, not only in agricul-
ture but also in agro-industry. We must
develop agro-industries in a big way and
give all kinds of incentives so that 60% of
the population who are relieved from
agriculture are, as a first step, used in
agro-industries. This is my second point.
The third point is...

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): No, the final
point.

SHRI SANJAY DALMIA: Okay, The
final point, one more may be after that
.--{Interruptions)... We have huge foreign
exchange reserves which have accumu-
lated for the last two or three years.

THE VICE-CHAIRMAN (SHRI V.
NARAVANASAMY): You are not in
the playing ground now.

It is a very very good thing which has
happened. We have 20,000 million dollars
in the last three or three-and-a-half years.
I feel that this foreign exchange should

. be put to a good use. I suggest some of

the areas which are now opening up from
India’s point of view, should be given use
of this huge foreign exchange. One of the
areas which I suggest should be given this
help is power sector because we are
embarking in a big way on power projects
all over the country. Obviously, apart
from the Indian rupee resources we also
need foreign exchange resources. Instead
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of depending a hundred per cent on the
foreign investors, if we are able to use a
part of our own resources, 1 think it will
make our bargaining position much better
with the foreign investors because we
have to spare only one, two or three
billion dollars for power sector. Similarly,
I think since we are opening telecom-
munication sector and more and more
foreign companies want to come and bid
for projects, 1 suggest that a similar
assistance by using this part of foreign
exchange, one, two or three billion dol-
lars for telecommunication, will make our
bargaining position with the foreign in-
vestors much better because today we are
dependent, as far as foreign exchange is
concermned, on the foreign investors. Of
course, in the past also we were depen-
dent Rupee resource we can still get, but
the foreign exchange was the problem till
yesterday. Since last year we have got all
this. Now, I think we must

use this small amount of two billion
dollars for strengthening our bargaining
position with the foreign investors. If we
do that, then we can get much much
better terms from the foreign investors
and probably, we will not face the prob-
lem as we have been facing with the
ENRON and others.

Finally, 1 would like to say that the
import duty and the Excise duty are
being rationalised for liberalising the
economy. I would like to caution on this
point because in some of the industries
the cost of production in India is high
naturally for reasons beyond our control.
In those industries, I think, we need
more protection than in other industries
where our costs are comparable or where
our costs are lower than in foreign coun-
tries. In this case, I think 50 or 40 per
cent import duty can be brought down to
20 to 25 per cemt without hurting the
Indian industries. In some other cases,
bringing down the duty to 50 or 40 or 30
per cent can hurt the Indian industries, 1
feel that some time gap must be given to
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such industries where the cost of produc-
tion is higher for reasons beyond our
control. Thank you.
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THE VICE CHAIRMAN (SHRI V.
NARAYANASAMY): Kindly conclude.
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SHRI JAGMOHAN
Thank you very much, Sir.

(Nominated):

Facts and figures have been given from
both sides. 1 would not like to repeat
them.Whereas you get an impression
from this side that the picture is rosy, you
get an impression from that side that the
picture is depressing. I would like to go
not by the grammar of the situation, but
by the content of the situation, by what
actually you experience from day to day.
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I get up early inn the morning and go
for a walk. In 1991, I was going for a
walk. Now also I am for a walk. I find
the air more dusty, more polluted and
more suffocating. I come back home. I
want to take a cup of tea. My wife tells
me, “You must reduce your cup of tca.
The milk price has gone up.” I then read
the newspapers. What do I find? It looks
that the whole country is in turmoil.
There are accidents somewhere or the

‘ other. There are problems of all types.

You are just reminded of what Yeats said
a number, of years ago:

“Things fall apart; the centre cannot
hold:; Mere anarchy is loosed upon the
world,”

You have to substitute “India™ here.

“The blood-dimmed tide is loosed,
and everywhere The ceremony of
innocence is drowned; The best lack
all conviction, while the worst Are full
of passionate intensity.”

This is the impression that you get
when you read the newspapers.

Then, what do you do? You take your
bath. You have to take it very quickly,
lest the water tap should go dry. Then,
you go to the library. You are frequenily
interrupted by electricity failures. You
are afraid of taking a glass of water
because you think that the water may be
polluted and you may get jaundice.

You go to Parliament. You see what
happens here. T would skip over my
comment on it.

You go back to your home in the
evening. You find the evening more
hazy. The traffic is more disorganised.
There is more congestion, and there is
more pollution.

Later, in the :\2ning, you switch on
the television. You find that you and
your children are being subjected to a
greater degree of valgarisation than it was

| in 1991.
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So, you see any aspect of life. From

the point of the quality of life, I think,

things have deterioated. May be, things
might have been worse if the economic
reforms had not been carried out, but
there is a lot of lacunae in it.

The other day, the hon. Finance
Minister contested my proposition by
saying that we were not following an
export-led growth. My point is that we
are following an export-oriented growth
which is disproportionate. What we are
really doing is that we are exporting our
environment and we are exporting our
cheap labour.

1 would request the hon. Finance
Minister to visit Bhiwandi, just as an
example. £ had gone to Nasik to deliver a
public lecture, and, on my return, 1 had
to stay at Bhiwandi. You will find that a
large number of poor Muslims from
Bihar have flocked to Bhiwandi. Why
have they gone there? Because textile
export-promotion is taking place. In one
little house where five people were living
earlier, now 25 people are living. The
water taps remain the same. The latrines
remain the same. But the number of
people have increased so much. They live
a life which is worse than the primitive
life. So, what is the impact of the so-
called export-led or export-oriented
growth? Maybe, there is some logic in it,
but we have to see its impact as it exists.
What is the impact of it in the
metropolitan city of Bombay? The prices
have gone up 300 to 400 times. you
cannot get a flat for Rs. 30,000 or Rs.
40,000. And what type of environment is
being created for the urban people who
are -300 million to 400 million in our
cities? 1 believe we are having no proper
sanitation for them. You just go from the
Railway Station in the momming by the
Shatabdi Express. It may be air-
conditioned, but when you open your
window you have the vast area as
defecation ground before you as you
leave the capital of India. After so many
years it has not made any impact on the
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-life of the people. In fact, the conditions
" have declined over the years.

Now, the question is you have a
particular policy of liberalisation. This
policy is relevant for industries, but is not
relevant for the purpose of life in the
urban areas. Yes, the Western societies
also had this particular stage of
development, but they all followed the
proper town planning principle of control
on land and speculation. Competition and
liberalisation should not mean that we

. should leave our cities to the speculators

and others. What is the reason for the so-
called inefficiency in the administration?
The other day when we were discussing
the behaviour of the police. When never
logked 'at their psychological impact.
Eighty per cent of the policemen are
without any houses. They live in virtually
slums or they have to come from 20 to 30
miles away everyday. Do you think when
a person has to live in a particular way,
be would behave with the public in a

proper way? So, what I mean is thas
some remedies may be relevant in a
particular situation in urban life, but
those who are saying that we are going
the other way round, are compounding
the problem. They are creating more
problems. There is congestion and
disease. You go to a public hospital. You
are not cared for. Then you have private
nursing homes, which charge say Rs.
50,0007 from the patient. what kind of

" society have we created? This is what we

have to see. The thrust of my argument is
whatever policy you have, it is your
institutions that have to deliver the
goods. It is your executive which has to
deliver the goods. It is your work culture
that has to deliver the goods. It is your
dedication that has to deliver the goods. 1
see no difference in this. In fact, 1 find
there is deterioration in this, because the
administration is now more fragmented.
It is more directionless than it was
before.

Now, you say private companies have

come in and they are giving huge salaries
to executives. Whatever may be the
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justification, the fact remains that it will
have a tremendous negative effect on the
public administration, because the best
people will go there and you will be left
with third-rate people and those type of
people will not be able to deliver the
goods. (Time bell) Since you have rung
the bell, I would not say much, though I
have got so many points. T would just
wind up and sit down. I see not many
indications about how you are going to
improve your institutions, how you are
going to improve the productivity of
those institutions. There is hardly any
indication noticed. In fact, what is
happening is that adverse effect is going
on in the public administration. You
require a dynamic administration. You
require an administrative - machinery
which is able to deliver the goods. But,
unfortunately, it is coming the other way
round.

Now, look at the statistics. One can say
the statistics can be moulded the way you
like. But, there is an expert from the
London School of Economics, who says
the Indian economy is going to face a
very difficult time in the days to come as
the exchange rate by 1999 would be Rs.
42 to a dollar. In 1995, it will be Rs. 34
to a dollar. Then it will increase to Rs.
37, Rs. 38 and so on. It will upset your
balance. That shows how fragile is our
foreign exchange reserve. If the Rupee
falls in value, capital will fly away and
then we will be left high and dry and the
Mexican disease may take over.

...and the issue is how you deal with a
situation like this. I always believe that
economic reform alone is not the answer.
First is that there are, in my view, certain
deficiences in these economic reforms.
Even if we argue that they are perfect,
they cannot deliver the goods unless
there is a simultaneous political reform
unless there is a simultaneous administra-
tive reform and overall attitudinal re-
form. Otherwise, it is not possible to do
that. These things are integrated. You
cannot say, “I will improve my heart but
let my brain function in a wrong way.” It
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is not possible. If you really want the
reforms to succeed, if you really want the
productivity to increase, if you really
want a better quality of life and not
measure yourself by the GDP and so on
then you have to go in for total reforms.
..(Time bell)... T will just take a minute.

Look at corruption. 1 have got the
figures, but I do not want to mention
these. But if you see your deficit, fiscal
deficit, revenue deficit, they are not

- good. I understand that there is a latest

assessment made in the Planning Com-
mission about corruption which says that
the rate of increase of corruption in this
country is at factor cost and is more than
the rate of the GDP growth or whatever
it may be. So, whatever positive results
are being achieved are also being drained
out. This is what I wanted to submit.
Since your bell is always there, I did not
want to comment on this. Thank you.
(Ends)

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): Thank you very
much. Now, Shri Manmohan Singh, you
can reply.

THE MINISTER OF FINANCE
(SHRI MANMOHAN SINGH): Mr.
Vice-Chairman, Sir, I am very grateful to
all the hon. Mcmbers who have taken
part in the debate on the Budget. On
both sides, impressive arguments have
been advanced. I would be the last man
to claim that everything is perfect in our
country or that the reforms programme
that we pursued since 1991 are perfect or
there is no scope for improvement or that
the task that we set out to achieve has
been accomplished. Soon after I became
the Finance Minister, in a public state-
ment T said that our country was in such
grave difficulties that for the first three
years things would probably remain very
difficult and that it is only in the fourth
year that we would see some positive
results. 1 said that because, in the year
1990-91, we had a balance of payments
deficit of about $9 billion. It was financed
by borrowings. That borrowing was no
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longer available.
Government came into office—was flying
out ot the country. Production was fal-
ling. Employment was falling and infla-
tion was accelerating. So, when we asses-
sed the impact of economic reforms, we
have to take all that into account.

I think, Dr. Ashok Mitra and
Dr. Biplab Das Gupta, are both disting-
uished economists. Well, I am no match
for their economic skills or for their skills
of oratory. From an extinguished
econiomist to distinguished economists I
think it is an unequal battle.

DR. BIPLAB DAS GUPTA: It is too
much.

SHRI MANMOHAN SINGH: I have
‘never claimed that if you take the aver-
age of the last four years, it compares
favourably with the average of the last
four years, it compares favourably with
the average of the cighties. 1 have never
claimed that. All that I am saying,—and I
have said this before also—is that if you
want to compare the economic reforms
impact, you should ask yourself this ques-
tion, “What would have happened if
economic reforms were not im-
plemented?” So, if the option of continu-
ing the way we were in 1991 would have
yielded better results in terms of output,
in terms of employment, in terms of
inflation that would have been a valid
comparison. There were factors which
yielded an average growth rate of 5.2
per cent in the 1980’s for reasons for
which I have dealt with more than once...

...in the first two, three years, because
we had to reduce the balance of pay-
ments deficit, we had to reduce the fiscal
deficit. Therefore, the contraction be-
came necessary. The growth, therefore,
was moderate. It is only now that we
have got out of that crisis and the normal
rhythm of economic processes is being
restored. And even now, I say that this
country’s economic problems whether
they are problems of poverty or problems
of employment cannot be solved by what
we have achieved. We need to do much
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more and this country needs a minimum
growth rate of 6-7 per cent if it is to get
rid of the ancient scourages of poverty,
ignorance and disease which still afflict
millions of people in our country.

Also, 1 believe that despite what Dr.
Biplab Dasgupta has said, 1 have been
quite consistent with what we set out to
achieve. In my very first Budget I said,
“We need to walk on two legs.” We need
1o accelerate the tempo of growth. It is
only out of higher growth that you can
create more jobs. It is only out of higher
growth that you can get tax revenues to
deal with the problems of environmental

“degradation and other social malaises

which Shri Jagmohan rightly remainded
us of. If you are not growing, if the

_economy is stagnant, tax revenues cannot
‘grow, expenditure will grow. That, cer-
_ tainly, is a road not to progress not to

solvin% the economic sngd social prob-
lems, but a road to disaster. So, the first

thing that we have to_do is, we have,
to create an economic environment in

which the national income, the wealth of
this country, can grow. Once the wealth
is growing, we can also talk about redis-
tributing. Not that I am saying redistribu-
tion is not important. But history shows
everywhere that the problems of redis-
tribution are much more painful if the
overall size of the cake is stagnant or not
growing fast enough because, in that
situation, the reaction of those who have
to get it tends to be much more violent.
Civilisation is a very delicate plant. Once
you sow the seeds of violence and hatred,
you do not know where you will end,
whether parliamentary democracy can
survive in that type of environment. We
need a higher rate of growth. It is not
that a higher growth rate, by itself, will
solve all the problems, but it is a neces-
sary condition to deal with the chronic
problem of poverty, with the chronic
problem of unemployment, with the
chronic problem of social deprivation,
which have been talked about.

Also, I have been saying consistently-—
the Prime Minister has been saying it
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consistently--that we do not believe that
markcts can solve all problems. Dr. Bi-
plab Prasgupta was mot here when I made
the first Budget speech. He was not here
in this House. But, if he has not read
that speech, I can spend a copy of it to
him as compliments. Ig my very first
Budget Speech, 1 have said that market
processes can serve only those who are
part of the market system. Markets can-
not reach out to those who live on the
cdges of subsistence. And, therefore, we
need special programmes. Programmes of
poverty alleviation, programmes of im-
proving their vocational skills, program-
mes of improving their health status,
programmes of improving their educa-
tional status. This is the t1wo-track
strategy which we have followed in the
last four years.

I would respectfully submit to this
House that T am claiming not that we
have solved all the problems that this
country is afflicted with, but that progress
is being made. The growth of the
economy is back to the historic growth
path. We are not satisfied with this, But I
do believe that we are on the right track.

Similarly, with regard to the creation of
jobs. In the year of crisis, it was inevit-
able that the output and employment
would be casualities. That is why in 1991-
92, only three million new jobs were
created. In the next two years, job crea-
tions aggregated to about six million peo-
ple each. From the preliminary estimates,
the roughly estimates that I have seen for
1994-95, it appears that, for the first
lime, we would create jobs which would
roughly be equal to éfl the addition of
labour force. 1f we maintain that momen-
tum of growth, T think, within a reason-
ably short period of less than a decade,
we can certainly, soften very considerably
the harsh edges of extreme poverty......
and deal with problems of chronic em-
ployment as well. Now, people have been
saying that because of the reforms, em-
ployment has been falling. Sir, there is no
credible evidence to prove that. Only two
weeks ago, the Confederation of Indian
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Industries published the result of its sur-
vey with regard te what is happening tc
employment in the Indian industrial sec-

_tor. They have shown that in aggregate

terms, the employment in that sample
sector has grown at the rate of two per
cent per annum, It is still not sufficient.
We need higher rates of growth of output
and employment. But, the argument that
reforms have led to closure of firms, that
reforms have led to unemployment, I
would respectfully submit, is not substan-
tiated by the facts of the case.

I think, some Members from the Op-
position have talked about de-industrial-
isation, the effect of liberalisation on
India’s industrial economy. Now, the
proof of the pudding is in the eating. We
are in the fourth year of reforms. We
have reduced import barriers, we have
taken care that ths reduction in import
tariffs 'is done in such a way as to
strengthen the competitiveness of Indian
industry and not to weaken it. Extensive
discussions have taken place with all scg-
ments of Indian industries to see that the
whole process is so calibrated that it
should strengthen the Indian industries’
ability to compete with each other here
as well as to compete in the international
market. If it was a programme of hurting
our industries, then we would not have
an industrial growth last year of about 9
per cent. We would not have a situation
where the capital goods sector, where we
have liberalised at the fastest pace, would
have grown at the rate of over 20 per
cent. If it was a programme which was
hurting the Indian industries, we would
not have a situation where in the last two
years we would have increased roughly
by 40 per cent. Think of the additional
jobs that were created by the fact that
our exports increased. ...(Interruptions)

SHRI K.R. MALKANI
That is even more.

SHRI MANMOHAN SINGH: Listen
to me. There has been an increase in
exports from roughly 50,000 crores to
80,000 crores. You c¢an also compare

(DELHI):
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what additional jobs it would have cre-
ated. In the decentralised sector, a refer-
ence has been made to powerlooms. I do
not deny it, because there is a lot of
misery in this country. There are a lot of
social hardships. But, the situation would
have been worse and the situation would
be still worse if we did not create new
jobs in our country. I am not saying that

creation of jobs is the only answer. We
have 10 ensure that we have a strategy of

development which protects the environ-
ment, which improves the quality of liv-
ing. This is essential. The strategy of the
Eighth Five Ycar Plan lays emphasis on
it. More resources are being devoted to
these areas. But, 1 think Rome was not
built in a day. I am quite convinced that
if we pursue this path, in the years to
come, we will have more resources to
deal precisely with the type of concern
that Shri Jagmohan mentioned.

SHRI K.R. MALKANI: Does it not
mean export of jobs?

SHRI MANMOHAN SINGH: I am
sorry. I think the answer to your question
is that if we do not allow imports to come
in, we cannot sustain the growth rate of
Indian economy in the manner in which
the growth has taken place. We saw that
in 1991-92 because therc was such an
import compression becasue we did not
have forcign exchange to buy even the
essential commodities, the growth rate of
the cconomy fell to one per cent. History
shows that there is no economy in the
world where imports do not grow in the
wake of successful development. This is
simply not a feasible option. This is a
country which is highly deficient in com-
mercial energy and if we do not have
commercial energy, what can we do by
way of improving the growth perfor-
mance or improving the standard of liv-
ing? Transport is the biggest guzzler of
commercial energy and if we do not
modernise our transport system, well, I
think, all devclopmental processes will
virtually come to a halt. Therefore, 1
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respectfully submit that if you look at the
integratcd torcign  trade picture, the
situatin today is much bectter.

The question, which was raiscd by Bhan-
dariji or by somcbody clse, is: Is it a fact
that we have moved away from the path
of self-reliance? Is it a fact that we are
surrendering our sovereignty? Dr. Biplab
Dasgupta has raised a question. Is it a
fact that the IMF and the World Bank
arc dictating terms to us? For the infor-
mation of the Housc I would like to point
out that today we don’t have anv prog-
ramme with the International Monctary
Fund. We re-paid to the IMF last year.
We are on our own. Therefore, the
question that the IMF can dictate terms
to us is simply, 1 think, not sustainablec by
the facts because we don’t have any
programme with the IMF. We don’t nced
the IMF help. We needed the IMF hclp
in 1991-92 and, may be, in 1992-93. But
now our cconomy has improved. We are
on our own. With the World Bank we
have got the normal project lending,
which is continued right from 1947.
Therefore, there is no question of this
country’s economic policy being dictated
by the IMF or the World Bank.

As regards the fresh charge about sac-
rifice of self-reliance, the point is: What
is sclf-rcliance? As I said, in a world that
we live in, autarky, complete sclf-suffi-
ciency, is not possible. It is not a feasible
proposition. We have to become another
Burma. Even Burma, Myanmar, now rec-
ognises that that-is a policy which has
hurt it and that is why it is trying to end
its isolation. The meaning of self-reliance
and, I would say, the true meaning of
Swadeshi also, is what Panditji defined in
the Chapter of the Third Five Year Plan.
1 was told that that chapter was written
by Panditji himself. He posed this ques-
tion: In an increasingly inter-dependent
world, what is the meaning of sclf-re-
liance? He says the sensible mcaning of
self-reliance is that since imports incvit-
ably rise in the process of development,
sclf-reliant development is that pattern of
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dcvelopment which would enable our

country to finance all these imports with

our own resources, with our own exports
and normal inflow of capital which comes

on commecrcial terms and without artifi-

cial props of concessional type of assist-
ancce. Now, if that is the yardstick then I

would respectfully. submit that we are
much closer to sclf-rcliance than we were

cver before. In 1980's, India’s exports
financcd only about 60% of India’s im-
ports. But beccause of the sharp increase
in cur cxports, because of the sharp
incrcase in our invincible carnings 90% of
our imports are being financed by our
own cfforts. The proof of that is that our
balance of paymecents deficit on current
account, which is a measure of the re-
liance of the Indian economy on forcign
savings, which was roughly 9 billion dol-
lars in 1991—about 6 million dollars in
the mid 1980’s and the late 1980’s—has
declined to less than one billion dollars
last year. Thcrefore; I would respectfully
submit that this charge that our economic
policy involves sacrifice of self-reliance or
it is a departure from Swadeshi, as popu-
larly understood, is misplaced. What we
are trying to do is that we recognise that
the world is inter-dependent. There are
opportunities. There are also risks. Our
objective is to maximise the oppor-
tunities, to take full advantage of those
opportunities which the evolving global
economy offers while minimising the risk.
But there are risks. For example, several
Members referred to the dpening up of
the economy. Shri Dalmiaji rceferred to it.
Shri Bhandariji rcferred to it. There may
be some industry. There may be some
dumping of goods. Therefore, earlier this
year this very House enacted a legislation
which would enable us to take effective
anti-dumping measures if any country
takes advantage of the liberal economic
environment and dumps its goods in our
country. So, I wish to assure the House
that the opening up of our economy, the
liberalisation of our economy and the
welcoming of forcign investment is not
going to compromise the spirit of self-
reliance.
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What is our policy with regard to
forcign investment? Our policy with
rcgard to foreign investment, in essence,
has not changed in the last four years.
Even before 1991, foreign investmcnts,
even up to the extent of 100 per cent of
foreign equity was allowed in export-
oriented ventures. In a large segment of
India’s industry, called the priority sector
industry, foreign investment to the extent
of 74 per cent of foreign equity was also
allowed. But in many cases the
procedures were complex, and therefore,
there were complaints of dclays,
uncertainities and sometimes corruption
also. Thercfore, what we said is that we
will have a rule book. We said that these
are the industrics where we want more
investment, more cmployment and more
output.

We said, well if anybody wants to
invest in them, they can have foreign
majority ownecrship in these cases. For
the rest, there will be a proper case-by-
case examination and if we feel that there
are advantages, we would allow them to
come on majority basis, otherwisc not.
So, in tecrms of objectives, I think, there
has been no grcat change in what India
seeks to do with foreign investmont. }
have never said that India’s problems can
be solved by forecign investment. The
bulk of resources for India’s devclopment
have been mobiliscd domestically and
they will continue to be mobilised
domestically. No country can underwrite
India’s devclopment. For a country of
our size with ocur complexities, there are
no imported modcls. The IMF the World
Bank or the Korean modcl, none of them
can do justice to thc complexity and the
diversity in our economy. We have to
find a solution. We have to find a model
suited to the neceds and genius of our
people. That has been our cffort. It has
been our effort, right from Panditji’s days
to cvolve a pattern of development suited
to the nceds and genius of our people.
Therefore , I respectfully submit that in
terms of any objective measure of sell-
reliance, the situation today is better than



the situation, let us say, when our
Government came into office. in this
context, seveal Members have expressed
concern about the external debt situation.
1 share that concern. How can we deal
with the problem of external debt? As 1
said, imports will inevitably rise in the
process of development and the House
knows that we have not opened up our
economy on a large scale to import of
consumer goods. Even today, only select
consumer goods are allowed under the
SIL route. The rest remain prohibited.
So, by international standards of imports,
we are still a very austere economy. It is
not our intention to liberalise at a pace
we cannot afford. Liberalisation does not
nvean that we will have a tariff and excise
policy which would open up the flood-
gates to imports. We want India’s balance
of payments to be strong in the long run.
‘We cannot import if we cannot export. It
is India’s export capacity which will
determine what India’s import will be. I
can assure the House that the combined
impact of our tariff and excise rate policy
will be such as to prevent a situation
were ‘there is unsustainable flow of
imports. I only feel, if we pursue the
present policy, if India’s export, in the
next four years, increses roughly at the
rate of about 15 per cent in dollar terms,
then the debt service ratio, which is a
convenient measure of the burden of
debt, which is today about 27 per cent,
we should be able to bring it down below
20 .per cent. That is our ambition. It is
not our part of thinking that we should
‘pile up a structure of debt, a volume of
debt which would lead to difficulties and
accentuate difficulties in the future. Dr.
Ashok Mitra or somebody else, 1 think,
Mr. Jaipal Reddy—he 1is not here
referred to the Mexican situation.

He referred to the Mexican situation
and he said that whether we would like it
or not, we were heading towards the
Mexican crisis. I honestly feel that the
way we have managed our economy,
there is no danger of a debt trap. Our
balance of payments deficit last year was

half a per cent of our GDP. In the
Mexican case, the balance of payments
deficit was about 8%. India’s currcnt
account convertibility does not throw us
open to the types of risks which the .
Mexican’s fully convertible economy
opened up to. Our foregin debt structure
is far more favourable-roughly 50% of
our debt is long-term debt. The whole of
debt of Mexico was on commercial terms
to the commercial institutions and
commercial borrowers and, thercfore,
inherently prone to instability. Having
said that, T would respectfully submit that
there is no immutable law which says that
you can mismanage the economy, you
can have inflation beyond sustainable
limits. Even if we go or having fiscal and
revenue deficits which are raising, we will
still be free from those risks. But the
assurance that I can give is that if we
pursue the path of prudence, if we
maintain control on the fiscal situation,
on the macro-economic situation which is
very well managed, then as of today and
in the near future, there is no danger and
India does not face the type of situation
which Mexico had faced. And we are
certainly alert to the risks, as I mentioned
in the opening up process.

Several Members referred to the fiscal
situation. The fiscal situation has
certainly improved. The fiscal deficit
throughout the eighties was about 8.5%
or close to that. We have gradually been
bringing it down. We have nat succeeded
as much as we would have liked. That is
why, because we have not “been
sufficiently successful, the burden of
interest has not been reduced to the
extent that we would have liked. One
consequence of that is that the revenue
deficit as a percentage of the GDP has
not declined as sharply as we want it to
be. Mr. Bhandari mentioned it. Sevcral
hon. Members also mentioned this
situation and I do recognise that we have
to reduce the fiscal deficit and we have to
reduce the revenue deficit. But there are
no magic solutions to these proble
When we talk of revenue deficit,
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rcduce the rcvenue deficit simply by
converting what is given to the States as
grants today into loans. If the same
moncy is shown as loans to the States
rather than as grants, I can assure you
that we could have overnight reduced the
revenue deficity by about Rs. 30,000
crores. A lot of moncy which is on the
rcvenue side of the Plan expenditure, for
rura]l dcvelopment, about 40—50% of
assistance for State Plans is given by the
Central  Government in the form of
grants. It appecars as forming part of the
revenue dcficit. But its purpose is to
build capital assets in the State. I assure
the House I am concerncd with the rising
revenuc  deficit. 1 would also like to
assurc the House that the situation, in my
opinion, is not that desperate. When we
look at the uses that are being made of
this moncy which goes out of the Central
Budgcet as revenue deficit, it promotes
human Icsource dcvelopment, it
promotes investment in the rural arcas
and it can be reclassified as capital
cxpenditure. It is mercly an accounting
convention. Because it goes as grants, wc
show it as revenue dcficit. But I do share
the concern of the House about the rising
burden of internal dcbt. We have to
reduce it. There are only two ways. We
should control thc cxpenditure to the
maximum extent possible. We should
reduce the non-development expenditure.
If you takec out the interest burden, 1
would respectfully submit to this House
that we have made a sharp progress.
Excluding the intcrest burden, the rest of
the non-Plan cxpenditure has shown a
considerable modcration in the growth
ratc. That is one way. We need to pursue
it simultancously through tax reforms.
We have to improve the buoyance of our
tax revenucs without tinkering with the
tax rates every year.

We have to increase the number of

Income-tax assessees. We have to reduce
the extent of tax evasion. We have taken
scveral steps to improve the tax
administration. Sir, as far as 1 can see,
this is a long term process. It is a struggle
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for the minds of our people. But 1 lh'lnk"
we are making progress. The tax receipts
of 199495 are a vindication of the
strategy -that we have pursued.

Sir, a reference was made to savings
and investment. It is certainly true that
the savings rate, according to the
statisticc published by the Central
Statistical Organisation, has shown a
decline. And, I share the concern of the
Members. But a very large part of the
decline is because of the public sector.
The performance of our public sector is
not as good as it ought to be. There is,
howcver, no decline in private savings.
Private corporate savings are up by
ncarly 100%. As far as houschold savings

are concerned, they have shown an
increase. There is some inexplicable
reason a decline in physical asset

formation in the houschold sector. And,
as Dr. Biplab Da_sgugga knows, this is not
a direct way of estimation;,. this is a rule
of thumb which"has been adopted to
cstimate this component of savings and
investment. I have already asked the
Central Statistical Organisation to look
into this matter. But I do agree with the
House that nothing should be done which
weakenss the incentive for savings. And,
so far as the argument that liberalised
imports have hurt savings goes, as I said,
our liberalisation does not cover
consumer goods. Therefore, those who
arguc that the savings rate has declined
because of liberalisation of imports, 1
think, cannot substantiate that point.
And, in any way, the facts of private
savings show that there has been no
decline in the private scctor savings
because of the reforms. What we have to
do is that we have to improve the
producitivity and efficiency and savings of
the public sector. In the mid *70s, our
public sector savings were about 5% of
our GDP. There has been a sharp decline
since then. If we increase the public
sector savings rate to the level which we
had reached in the mid *70s, India’s
savings rate would be 27 to 28% That

should be our effort and that should be
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our endcavour and that is the motivation
that animates all our economic policics.

Sir, I will conclude by making a
refcrence to the role to the public sector.
The Prime Minister has on several
occasions explained, what we are sccking
is to revitalise the public scctor. We want
all viable public cnterprises to flourish.

All facilitics will be given to the public
'sector enterprises to grow and cxpand.

There are, of course, about 60 odd public
enterprises which are not doing well. It
has been our effort to make as many of
them viable as possible. In fact, every
since this Government came into office,
24 sick public scctor units have becen
rchabilitated or these are in the process
of being rehabilitated. These include the
Visakhapatnam  Stecl  Plant.  These
include scveral fertiliser plants. These
include several enginccring units and
pharmacecutical units lile the I.D.P.I. Our
cffort is to sce to it that no unit closes
down if it can be made viable at a
rcasonable cost. The real question is, if
we have hundred repees, whcether that
hundred recupces will crcate more
cmployment if spent on ncw projects, or,
in reviving the wunits which have no
potcntial, which have no futurc. 1 think
these are difficult issucs. We are dealing
with human sentiments human beings and
our Government’s concern has been that
nothing should be donc that would put
the burden of adjustment cxccessively on
the shoulders of the working classes. That
is why the Prime Minister said that
adjustment will take place in a form
which protects the legitimate interests of
workers. Yesterday, there was a dcbate
in this Housc about the problem of non-
paymcnt of wages in some public scctor
entcrpriscs. Let me say that the normal
rulc should be and, 1 belicve, the House
would agree with me, that this country’s
cconomy cannot function if the Budget
were to take on the burden of providing
the working capital or providing the
wages. But, we do rccognise, and I do
agrce that when all options fail, it is the
responsibility of the Government,
consistent with the commitment which
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the Prime Minister has given that we are
not in favour of retrenchment that if the
workers® wages cannot be paid through
normal proccsses, then the Government
will own up that responsibility and that is
why we have made that commitment.
Sometimes dclays arisc. Why do these
delays arise? It is not because our
Government is not kcen to honour its
comitment. Tt is because we cannot build
a Budget into thc Budget, a normal
proposition that all the wages of the
public scctor cnterprises will be paid by
the Budget. It is only when we know that
ccrtain units have run into un-expected
difficultics that Ministry comes to thc
Ministry of Finance and the Ministry of
Finance thcen has to cnsure whether there
is a Budget provision or not. If there is
no Budgect provision, then we have to
come back to this Housc to get
supplementary grants. Therefore that
takes time. But, there is no reneging on
the commitment that the Prime Minister
has given and what I have stated on this.

My collcague,” the hon. Textiics
Minister has just reminded which 1 forgot
to mention, about the revival package

which our Government _has onlv recently
approved for the National Textile

Corporation. It has a very substantial
clcment of restructuring and entails a
substantial cost to the Budget, but for the

sake of the textile industry.
for the sake of the workers who are

cngaged in the textile industry, we feel
that this price is worth paying.

8ir, this, in substance, is the broad
philosophy of this Budget. It is a Budget
which carrics forward the process of
cconomic reforms, it is a Budget which
ensurcs that output and employment will
increase overtime; and it is a Budget
which  strengthcns our  anti-poverty
programmecs. In this ycars Budgct we
have strengthcned the  anti-poverty
programmecs of rural development, social
assistance, midday mecals, the provision of
life insurance cover, provision for
mceting certain nceds of women in the
statc of prcgnancy—prec-natal and post-
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natal care. I respectfully submit, together
with the additional provision for heatlh,
cducation and other social sectors, the
Budgct certainly will strengthen the bias
in favour of the poor.

Also 1 would say that as regards
agriculture, the totality of the Economic
Policy that we have pursued is to
strengthen our agriculture. I think, Shri
Dalmia mcntioned about the negative
subsidisation of agriculturc. But, what is
the cause of this ncgative subsidisation?
The ncgative subsidisation of agriculture
in this country is mostly bccause we have
given cxcessive protection to industry.
We are gradually reducing that level of
protection for industry. We are doing so
at a pacc which will not hust the
industrial growth, out we are reducing it.
From about 300% lcvel of duties we have
brought thecm to a maximum of 50%.
This process certainly reduces the anti-
agriculturc bias built into the previous
policy of import substitution.

Simultancously, in the last few years,
we have given remuncrative prices which
cover more than the increase in cost on
account of fertilizers and other things.
And the proof is there in terms of the
fact that today the public sector
procurcment agencics arce able to mop up
ncarly 90% of the market surplus. That
itsclf is an indication that our farmers
find these prices far more remuncrative
than cver before. Our Government is
committed to taking all possible stcps to
improve the conditions of agriculture and
to incrcase our agricultural productivity.
It is because of that some concern was
cxpressed both in this House and outside
that agricultural investment is not
increasing fast enough. That is why 1
camc up with this proposal of a special
fund in NABARD to accelerate the
complction of vital irrigation projects,
small and medium projects, watershed
development, soil conservation and
programme of dealing with environmental
degradation in the rural arecas.
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Similarly, programmes of strengthening
the viliage and cottage industries through
a consortium of lending of Rs. 1,000
crorces; additional provisions for
handloom workers to borrow from the
commercial banks all these facilities are
designed to strengthen the anti povernty,
the pro-poor bias of our economic
policies. With these words, I conclude by
requesting this House to endorse the
Budget proposals that are before the
House.

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): Thank you. Now,
we will take up the Finance Bill. Mr.

Minister, you have to move the Finance
Bill.

THE FINANCE BILL, 1995

THE MINISTER OF FINANCE
(SHRI MANMOHAN SINGH): Sir. I
beg to move:

“That the Bill to give effect to
the financial proposals of the
Central Government for  the
financial year 1995-96 be taken into
consideration and returned.”

Sir, while presenting the Budget on
15th March, 1995, I had explained the
salient features of the proposals contain
in the Finance Bill.

1 fcel gratified by the amount of
interest, discussion and debate that the
Budget has generated. Hon’ble Members
from both the Houses have made useful
suggestions. Many suggestions have also
becn received from members of the
public trade wunions, chambers of
commerce, professional bodies and
voluntary organisations, I would like to
assure the Hon’ble Members that we
have very carefully considered all the
points which have been made. On the
basis of the discussion we have had on
these suggestions, certain amendments to
the Finance Bill were moved in the Lok
Sabha. These have been accepted and
incorporated in the Bill as passed by the
Lok Sabha. I seck the indulgence of the



