239  Calling attention to a matter.

3-00 PM.

The House reassembled after lunch at four
minutes past three of the clock, the Viee Chair-
man (Shri Shankar Dayal Singh) in the Chair

CALLING ATTENTION TO A MATTER OF
URGENT PUBLIC IMPORTANCE

Sltuaiion arising out of large-scule disinvestment
in public sector updertakings—Contd.

PROF. SAURIN BHATTACHARYA:
Thank you, Mr. Vice-Chairman, for having
called my name.

What we have been discussing is, perhaps,
basically something economic or industrial.
Even though the Finance Minisler comes (o us
with a final decision, pethaps from the CCPA,

meaning il is, at the same lime, a political deci-

sion, may be bepinning from the then Finance
Minister, Mr. Yashwant Sinha, but ultimately
taken an his shoulders by the present Finance
Minister, with all the added implications. The
guestion is, whal has been the intenuon of this
disinvestment ? It has been said, “For grealer
public participalion” but, at the same lime,
allegations have been hurled how speculators
ulilized this disinvestment process Lo secure dis-
honest benefits out of it. It was said so in the
Calcutta stock market Perhaps the question
which arises both from the securilies scam and
this disinvestment process is, why are share-
brokers essential for the purpose of selling
shares ? It has been an inseparable part of our
economic System, from the Brilish days, but the
banelul effect, the way it is ulilized Ior securing
undue profit or undue advantages or undue
hald on the industry is, I think, a long story.

Why can’t the industries themselves do it?
Here, the question of bundling or basketing has
been raised. “Very good, good and average”
have been bundled together, in bundles of 9, 10
or 15, instead ol doing it individually, in which
case it has been argued that only the “very
good” may be selected out and “good znd
average” would go a begging. And in the case of
“very good” alsg, the prices would not be com-
mensurale with its intrinsic worth. In such
cases, éven Lhese baskets or groupa can armange
their sale proceas themselves ingtead of being a
prey to dishonest stock-brokers as you can see it
in the securilies scam.

Harshad Mehta has been responsible for
much ups and downs in our politics in recent

times. The likes -of Harshad Mehta have not.

been absent in owr economic field for long.
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Rather, they have, one way or the other, been
dominating. Though it is assessed that the
securities scam would account for Rs. 5,000
crores, the [act remains thal the real amount
involved is much higher. That ameunt might
not have been misappropriated directiy, but the
stretch of this manipulative practice on the part
of the share markel is over a large portion of our
economy, which will run into Rs. 200,000
crores. When this is the role of the share
brokers, of the share market, is it essential, is it
inescapable, that we should put our economy in
the hands of these dishonest manipulators,
these economic sharks ? That question arises in
this case also. ‘

But there is another aspect, and that is regard-
ing the acknowledged policy and sometimes
not-so-acknowledged policy of the present
Government regarding doing away with these
public sector underiakings. I do not think the
public sector undertakings will - usher in
socialfsm in anyway either according Lo the lor-
mulations of Pandit Jawaharlal] Nehru or
according to the (ormulations of Dr. Man-
mohan Singh, bul the public sector under-
lzkings covered those grounds which have
rather delayed returns on large investments as
they could not be undertaken by the public
capital. PSU practically served the purpose of
establishing key industries or basic industries
which have practically been built up at the cost
of the public exchequer. It was not with the help
of the private capital because it was eager to get
guick returns and not a long-lerm investment
wilh profit prospecls long drawn. That way they
would not invest thteir money. It has been said
by disinvestment you are expected to strengthen
the economy. Disinvested money was sold only
o financisl inslitutions, motugl fonds and
other things, but the fact is that the disinvested
money did not go to thel channel. Ultimalely
the shares which were sold out, the Government
is not able to trace their whereabouts. In whose
hands have they accumulated ? I recently put a
guestion. It was replied to hy the Indusltries
Minister. In that the total amount of disin-
vesiments had been replied to. Another ques-
tion was whether privale or [oreign capital took
advantage of this disinvestment. The reply has
been that out of the total only an insignificant
amouni of 0.25 lakhs of shares went Io private
hands. Foreign hand was totally omitted from
the main reply. Anyway what has been revealed
fram the dizscussion taday is perhaps not the
whole truth. It is the formal truth. The real truth
would be that the siock brockers and the
manipulators comered the shares and then
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only these shares were transferred to privale
hands. My apprehension is whalever might be
ihe genesis of (hese undertakings, the fact
remains . . .

THE VICE-CHAIRMAN (SHRI SHANKAR
DAYAL SINGH) : Now you pul queslion.

PROF. SAURIN BHATTACHARYA : 1 have
already put the question. T am sure the question
out of this will be met by the Finance Minister
in lhe sense whether disinvestment really served
the purpose it was expected 10 serve; whether
the financial institutions, the mutual funds etc.
really secured the benefit. The question is the
PSUs served one purpose. A large segment
which used o be called earlier the commanding
heights of the economy was under the PSUs.
Aller the disinvestment policy whether the com-
manding heights of the =conomy have been
razed 10 the ground or not, | think that is the
founh poinl. Together with that the question
remains whether this disinvestment which
comes in slow degrees is really a device to
demolish the ground. under the public seclor
system or whether it has some olther motive. In
between I put another question. Of course, I am
not an economist. But it is my common sense
paint of view : How essential is the share
markel {or our economy? The history of the
share market has been that il has been
manipuleting our economy and against the
interest of the economy of the coutry or
whatever it is. [l may not be a socialist economy.
It is & capitalist economy. But even that
economy, ils ownership, its administration,
everything is sought to be diluted by these share
operalors, these share exchange manipulalors. [
do nol know whether it is essential that this sys-
tem should continue. It has been responsible for
the securities scam, for attacking the enlire
economy. I do not know whether this machi-
nery should be allowed o continue in oug
economy. Thank you.

SHRI RAM JETHMALANI (Karnataka)
Mr. Vice-Chairman, Sir, we are discussing a
maiter which perhaps constitutes the most com-
plex and the most sophisticated white-collar
crime in the history of this countiry. Somebody
compared it with Bofors, a hundred Bofors will
not compare with this. The CAG valued the
shares disposed of for Rs. 3000 ¢rores at Rs. 8000
crores. I think he was grievously wrong. By his
own methods of calculation he might be right.
ut [ charge that we are not dealing with Rs.
B00O crores painted out bv the CAG. We are not
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dealing with Rs. 12,000 crares which is pointed
by Meryl Lynch, a very respectful financial
company abroad. But we are dealing with. in
my humble calculation, a sum which is in the
neighbourhood of about Rs. 50,000 crores. [
wouid, therefore, ask the first these shares had
been directly sold to the public in the the month
of March. 1992 at the prevailing markel rates—
is it or is it not true that the shares would have
(eached something like Rs. 54,000 crores. a
mind-bogpling figure. Sir, [ see the constraint of
lime from which you sufTer. Bul considering the
enormous nature of this very complicaled
crime, your rules of procedure will give way o a
[air and accurate search for truth. I can unders-
land the lack of interest of the Treasury
Benches. They do not want lo open up this “can
of worms”. It is “a can of worms”, believe me,
Sir. But I also regret that | expected much more
intrest in this allair being taken because Rs.
50,000 crores of people’s money is involved
in this.

Sir, the Finance Minisier says in his state-
ment that the object of this whole transaction or
scries of transactions was to caver up the Budget
deficit. The Budget deficit, if [ remember the
(igure right, is about Rs 11,000 crores in the last
Budget. If the shares had been disposed of in
March, 1992 at the market rate, not only would
our entire deficit have been wiped out but we
would have sill probably Rs. 40,000 crores more
in the Government's kilty. Where did this Rs.
40,000 crores go, where did this money go?

Sir, there was no urgency lor the disposal of
these shares They were disposed of in two lots.
The first 1ot was disposed of in. December, 1991,
and the second 1ot was disposed of in February,
1992. Do I understand that these gentlemen
who receive pulic salanes, these gentlemen who
enjay the perks of office, were not looking at the
markel rate, that they were not lnoking at the
stock exchange prices ? If they had looked al
them, and they must have looked at them, it
would be childish ofus, it will be foalish nfus to
believe, and it will be fnolish of anyone else to
tell us to believe this stary, that they did not
know that the market price of such shares
would be a hundred times more than the price
at which you disposed of those assets. Why did
you nol wait ? Sir, the answer given by Mr. Man-
mohan Singh is an answer which treals us like
retarded children. He thinks that we do not
understand these things at all and that he will
get away with eny kind of asserion that he
makes.
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Sir, let me make one thing clear. I have the
grealesl afTection for the hon. Finance Minister.
Only on the 4th of August-—ltoday it is 12th—-
eight days ago, speaking in Bombay 1o a crowd
of intellectuals pathered there, on the murky
political scene in this country, I made a state-
menlt which, I am sure. must have come 1o the
notice of the Finance Minister. I said that in this
murky political scenaro nl"lnday there was one
way ol hope and that was our incorruplible
Finance Minister. I paid him this compliment
oni the 4th of Aupgust. I am nat sure whether 1
would have paid this compliment o him il T

had read the statement which he had placed on -

the floor of this House within 48 hours theres
alter, on the Sth of August. Sir, [ had a hope_ a
hope which has been belied. U regrel 1o say that
it has been belied. It is a matter of personal dis-
tress to me. [ thoughit that the Finance Minister
would change the systern which he was cailed
upon to do, bul it seems o me that he is not
changing the system but thal the system is
beginning 1o change him already. Somelthing
is wrong.

Sir, the Finance Minisler, in paragraph 3 of
his siaternent on page 3, knows where the can of
wornms lies. He is loo intelligenl a inan not to
unerstand this. He understands this. Therefore,
his morai and political responsibility is much
greater than that of other ignominious who get
away with an excuse of ignorance and lack of
krrowledge. This is whal you say in paragraph 3,
and thal will be the foundation of my secand
guestion to you. You have said in paragraph
3

“There have also been allepations that
certain fipancial institutions commilted
irregularivies in collusion with brokers,
which led to improper gains accruing 1o
brokers. These are being looked inla.”

[{ the main allegalion is still being looked into,
in the official jargon, when you say that you are
looking into something, it means that you have
effectively buried it and that you are now only

laking further sleps to see (hat it never revives
again. When the matter was being enquired intg
and conclusions have not been reached, howis
it that in the opening paragraphs 1 and 2 you
gave a pratuitous certificate to your whole
Governimment ? You say :

“.._.1 believe that Govemmen!'s bong
fides in this mater are above reproach,

The decision to restrict within, 1o the public
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sector mulval funds, banks and financiel
institutions and even the decision to bundle
shares was, according to his centificate, a bona
fide decision. I want to ask this. This is the first
sub-par of my second guestion. If it now tams
out that these inquiries which are not yet com-
plete, which are still being held-by whom, he
does not tell us; when they started, he does not
tell us: what are the prima facie conclusions
arrived al, he does not tell us—are honest,
assuming that these inguiries are held by an
honest agency, it proves the [ollowing facts. Fact
No. 1 is that the two-tier siage of sale was a
device by which the mutual funds and the
[inancial instilutions should make only a ioken
profit and the huge profils on resale should be
shared by bank oflicials and brokers in the
market. (Time-bell). [ am sorry, Sir. I do nol
mind borrowing some litde time from other
hon. Members. This is a wmalter of the
prealest importance.

Facl No. 2 is this. If it is established thal the
shares were bundled 1o make it difficult tc
calculaie the value of the baskel and conceal the
real object of selling them al a low value. Fac
No. 3 is that the brokers involved were those
who had advanced monies 10 those companie!
in which the Prime Minister’s son is interested
Facl No. 4 is that the Commiltee that was set ug
and the Commitiee that has been set up i
almost the first Prime Ministerial act of th
Prime Minister. The Commitlee was set up, |
think, in the month of June, 1991. Who are th
persons who are pul on this Committee, the per
sonne] al the active core of this Committee, i
most imponant. You have first the Prime Minis
ler's Pnivale Secrelary, his blue-eyed boy, Mi
Verma. Then you have his brather-in-law, M
Suresh Kumar. Third, you have Mr. Monle]
Singh Ahluwalia. (Interruptions).

SHRI V. NARAYANASAMY (Por
dicherry) : Are they nol incompelent ?

MISS SAROJ KHAPARDE (Maharashtra)
Mr. Monteh Singh Ahluwalia is nc
-... (Iruerruptions).

SHRI V. NARAYANASAMY : Are they ni
competent, Mr. Jethmalani ?

SHRI RAM JETHMALANI : Did I say an
(hing of that kind ? Please sit down and listen
will tell you whai they are. (Interruptions).

sh ¥re1 fa Mrew (ITCURT) - I9EH AW A
TR A AR (=)
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SHRI RAM JETHMALANI : T will tell you
what it is all about. (Jrterruptions).

ot ¢a frg view . & i FC= BT, TGS AH
AT TRY TR A g @ 3T A W IAM N A
. [=rwenm) A= 3w A AT T AR A g
T § s . (=)

weTE v ek - g A @ Ew o i
& .. (=TT

THE VICE-CHAIRMAN (S1IRI SHANKAR
DAYAL SINGH) : You are also going o speak
on this, Mr. Narayanasamy. (Interruptions).

SHRI RAM JETHMALANIL: Why dont you
ask the Prime Minister to come and sut here
instead of speaking through agents?

SHRI V. NARAYANASAMY : Mr.
Jethmalani, you are also an agent of a party,
Janala Dal. (Interruprions).

THE VICE-CHAIRMAN (SIRI STIANKAR
DAYAL SINGH): Mr. Narayanasamy, your
name is also there. (Interruptions). I would now
request he hon. Member to conclude.

SHRI RAM JETHMALANTI : I the probe
which is said to be continuing were to establish
these facts, I am asking the Finance Minister,
will he or will he not confess to this House that
the certificate of good character that he has
gratuitously issued 1o this Government will be a
misleading certificate, will be a wrong centifi-
cale? [ do not want to use the word “false
because it is a harsh word 1o use for a friend on
whom I have great hope and [ have not yet lost
the last hope that I have. Sir, wetalk of the Com-
mittee members. Will the hon. Finance Minis-
ler tell us whether the close relatives of twa of
lhe members of this Committee who have been
the most active members of this Committee—
one’s wife and another’s daughter—are relaled
i the companies which are invoived in Lhe
purchase of these very shares ? Will you or will
you not 7 Will you please 1el] me this 7 Was it not
a guideline laid down that these shares would
rot be resald until they were listed on the
stock exchange ?

Your statement, which is a masterpiece of
obfuscation, does mention this in paragraph 13
but mentions it in 2 manner which is calculated
1o create confusion and to mislead this House.
Il the guideline which was laid down was
obeyed, the shares could nol have been sold in
the month of Decemhber 1991 and they would
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not have been sold in the month of February
1992, If the shares were listed and then sold. the
shares could only have been sold in March 1992
and at that time. they would have realised Rs.
54,000 crores. Answer these inconvenieat ques-
lions. What do you say? Whal is your explana-
tion in paragraph 307 Paragraph 30 canceals
the whole (raud. What you say is that it is per-
missible under the law 10 sell shares oulside the
stock market. Yes, Mr. Finance Minister, it is
permissible 1o sell shares outside the siock
markel. w1 when you sell outside the stock
market theyhave gol to be on spor delivery con-
tract and there cannot possibly be forward sales.
Mr. Finance Minister, you knnow the law more
than anybody else. Do you deny that these
shares. which ook place in the month of
Decemhber 1991 and February 1992 the delivery
of these shares was given as late as June 1992,
and, therefore, they were not spot sales?
Whoever authorised these sales, committed a
breach ol the Securities Act, which vou have
quoted and they are lLiable to be punished as
criminal offenders. Sir. 1 charge that there has
been a conspiracy which has come inlo exis-
tence for the purpose of cheating the public
excheruer—a conspiracy 1o which bureaucrats
are parties, to which politicians are panies and
Sir, on the available evidence, Mr. Kamal
Morarka was righi . .. . (fnterruptions).

STIRI VITIIALI RAO MADHAVRAO
TADIAV (Maharashira) - Mr. Jethmalany you
are also one of the paries to Mr. Harshad
Mehta. (Jnierruptions)

SIIRL RAM JETHIMALANI: I have not
purchmsed these shares. (Interruptions)

SHRI VITHALRAO MADIHAVRAO
JADHAYV : You are putting the allegations from
the side of Mr. Harshad Mehta. (Interruptions)
You wani o save the greatest offender. (Interrup-
4ons) Sir, he has no moral right to speak in (his
House. (Jnterruptions)

SHRI KAMAL MORARKA : Sir, i{these are
ihe rules, then the entire Congress Party should
get out of the House. (Interruptions)

SHRI RAM JETHMAIANI: Sir, in my
whole political life, I have not seen such an
insensitive and shameless Government.
(Interruptions)

SHRI KAMAL MORARKA: How can he
say thal he has no moral right (o speak in the
House ? Mr. Jadhav should not 1alk like this.
(Interruprions) He has all the nght to speak in



247  Calling attention to a matser

the House. (Interruptions) Let him withdraw his
words. Are you teaching morality to us?
- * * . *  and you are talking of
morality. (Interruptions) Don't talk of morality ta
Ram Jethmalani. (Interruprions)

SHRI M. A BABY (Kerala): Sir, I am on a
point of order. (Interrupfions)

SHRIV.NARAYANASAMY : Mr. Morarka,
itis not passible for you. You have got only two
Members in Lok Sabha. (Interruprions)

SHRI V. NARAYANASAMY : *
SHRY KAMAL MORARKA : *
SHRI V. NARAYANASAMY: *
SHRI KAMAL MORARKA : *

SHRI M. A BABY: *
Foavreag (Wt giwe Zae i) o oo SR
g ¥ wgd ) . (=orem)

What is this going on ? Without my permission
it will not go on record. I 2am permitting Mr.
Baby only.

SHRI VITHALRAQ MADHAVRAO
JADHAV: *
MISS SAROJ KHAPARDE :*
SHRI KATLASH NARAIN SARANG: *
SHRI KAMAL MORARKA : *

THE VICE-CHAIRMAN (SHRI SHANKAR
DAYAL SINGH): I have allowed Mr. Baby
to speak.

SHRI M. A BABY: Thank you very much,
Sir, for bringing the House to order
- ... (Interruptions)

SHRI KAILASH NARAIN SARANG : *
SHRI VITHALRAO MADHAVRAO
JADHAV; *
SHRI RAFIQUE ALAM : *

THE VICE-CHAIRM AN (SHRI SHANKAR
DAYAI, SINGH): Please take your seals. |

have allowed Mr. Baby only.

R, am 1% & . (sEm)

SHRI KAILASH NARAIN SARANG: *
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Fueuremy (s wiwe Tam TeE) : @w W
Tt A AT A g SR | (=) fdh
AT A A WL IR A
i R 2, .. (=)

SHRI KAILASH NARAIN SARANG: *

YowsTeaw (d ot Tavw FOE) - am T
® ¥, (s7mam) -

SHRI  VITHALRAO MADHAVRAO

JADHAV: *

FuEaTETy (A v o fie) @ A @ &
R 2 AT g & Aw A R, 7% B faré gt d
2% e A W B aRe Bw 2

. (=rerema)

SHRI KATLASH NARAIN SARANG: *

Fuewremy (At dhre T fox) : orin A,
@ ¥ Wy ) .. (sovem) m wn Fos R, &
T N owm Y, etn @ AR
(sorrerT=)

MISS SAROJ KHAPARDE: *

Ieawreag (df vhee Tom Tas) : B b
FETE B g A S W, v e w T o
... (camem) g wWfe By 390

SHRI M. A BABY: Sir, due to nbvigus
reasons we know in our House at limes there
used o be sound and fury but at the same time

" all of us should realise— whether we sit on this

side or on the other side of the House—that nol
only that we perform but we are bsing watched
also. So, Sir, my only submission is that we
should iry to conduct ourselves according to the
rules and the procedure which have been 1aid
down. Here, in the course of an interventior
being made by my hon. colleague, Shri Ran
Jethmalani, an hon. Member from the othel
side said thet Shri Ram Jethmalani is no
morally .. . (Jmerruption) . ..

THE VICE-CHAIRM AN (SHRI SHANKAF
DAYAL SINGH): No, no; I am not going ic

allow you for a discussion.

SHRIM. A BABY: Sir, pleas listen to me. |
am winding up within a minute. . .. (fterrup
tions) . . .

* Expunged as ordered by the Chair.

* Not recorded.
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THE VICE-CHAIRM AN (SHRI SHANKAR
DAYAL SINGH): If you are on the puint‘nf
order, kindly tell me whal your point of
order is.

SHRI M. A BABY: An hon. Member has
Questioned . .. ..

THE VICE-CHAITRM AN (SHRI SHANKAR
DAYAL SINGH): I have not allowed you to
make 8 speech, but to raise a poinl of order.

SHRI M. A BABY: Let me complete. The
right of an hon. Member to be present in this
House as a Membher is being guestioned by an

hon. Member from thal side and my friend, Shn-

Kamal Morarka, also said that all those who sit
on that side of the House are also nol eligible in
sit there. My submission is that this kind of
remarks should not find . ..

SHRI VITHALRAO MADHAVRAO
JADHAV: Sir, I am on a point of order.

SHRI M. A BABY: ... a place in the
records and we should reswain [rom making
such observations. You please give your
ruling.

SHRI VITHALRAO MADHAVRAO
JADHAV: I am on a point of order.

THE VICE-CHAIRMAN (SHRI SHANKAR
DAYAL SINGH) : No. I am not allowing any
poinl of order. 1ake your
Jadhavji.

Please seal

oD sminNdaR g P @
2 7 R A oohgA Tt & 2 o ¥ 3 W T
a1 X A T @ TR a0y e B e
A A T RTwaE n gm0
WA R T e g § T, e e ) Taw
N} o anwdh T

& AzmEr W @ Y 6 uE e ¥ @ goh e
g & | Ry dzuwE )

SHRI RAM JETHMALANI : I will 1ake five

minules, Sir.

SHRI. VITHALRAO MADHAVRAO
JADHAV : Sir, listen o my point of order.

Fogwreay (¥ etav Tamm faw) - e @,
au ¥ agd 1 . f=rrem)

SHRI VITHALRAO MADHAVRAO
JADHAV: It is my privilege o raise a point
ol order. ’

Irewremm (W whEe TTm ) AW 2,

aum R B A oo @ a@uw
. (=rTrem=)

= Prezorers araey Wy - @ gE w@iR,
att . . (sgae)

SHRI RAM JETHMALANI : Give a reply

instead of creating this noise.

Fogememw (s v zom fEE) - SR
aNUE M A A ATET R 7 &0 aEEd |

SHRI VITHALRAO MADHAVRAC
JADHAYV : This discussion which is going on is
about the disinvestment of the public sector
undertekings. Bul from where have this
Harshad Mehta and all these things come?
(nterruprions) . . .

SHRI RAM JETHMALANI : Who brought
Mr. Harshad Mehta ? (Jnterruptions) . . .

SHRI VITHALRAO MADHAVRAO
JADHAV: I am on a point of order, Sir, My
poimt of order is that this discussion should be
restricted 1o the subject only. It should not go

beyond the subject and whatever ... (Jnter-
ruptions) ...
SHRI VITHALRAO MADHAVRAO

JADHAV: This is s very important point of
order.

Iugurcay (it gee Tam féw) . & ane
R Y A R, F @ SEAT 9w § 7 A Wy
ot feamve & o @ IO W 7 W Wy | a9 g
I W@ AW

SHRI RAM JETHMALANI: Sir, in
paragraph 30 of the statement the hon. Finance
Minister admits that only spot sales are per-
missible outside the stock exchange. Once you
mention this statemenlt of the law, why didn’t
you alsn were no spot sales at all ? Why did you
conceal this fad from the House ? Are you now
willing 10 admii 1o this House that the sales were
not spol sales but they were future delivery con-
mucts and the delivery had been given [or the
first time in the month of June, 1992 when the
contracts had come inlo exisience earlier and
the breach of the 1awnad taken place ? Who is
responsible for them 71 want an assurance that
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those who committed the breach of the
"Securilies Act are going to be prosecuted and
punished according to- the law of this
country.

Sir, iIwo more guestions arise immediately
now. You had a reserve bid. I never heard of a
reserve bid which is kepl concealed in the po-
ckel of the person who wants lo auction his pro-
perty. Why didnt you convey this to the
bidders? Why did't you tell the bidders,
“According lo us, this is the least value of our
property and we are not prepared to entertain
any offer below (hat.”? Your slatement reads
like a stinking falsehood. You are insulting our
common sense. The insult 10 the common sense
is that we realised that the bids may not come
up 18 the level of the reserve bid that we have in
our mind and, therefore, we decided not 1o dis-
close the reserve to others. All right. Disclose the
eserve bid 1o them and if you don’t get bids
which ere in conformity with the reserve bid,
then think about your position. But why have
you, in advance, concealed the reserve bid itse!
people in this country would have risen up and
told you that this reserve bid itself is a fraud, the
value of this here is hundred times or thousand
times more than your reserve bid and we are
prepared (o give you hundred times the value of
your reserve bid. But you wanted to avoid that
unseemly . .. (Interruptions) . . .

THE VICE-CHAIRMAN (SHRI SHANKAR
DAYAL SINGH): Mr. Viduthalai Virumbi
Unterruptions) . .. Mr. Virambi.

SHRI RAM JETHMALANI : Then, Sir, the
stalement says that they discovered that they
were not getting offers, they were not getling
olfers which came up to the reserve bid. Once
that happened, why did you not then laok
around ? Because your two declared ol jectives,
which you still stand by, are that you wanted 10
cover up your deficit of Rs. 10,000 crores in the
Budget and you wanted better equity pantici-
palion.

If you wanted grealer equity participation,
why did you make o a [amily aflair befween
your financial institutions and your banks?
Why did you not go out to the open public?
‘Why did you nol give & chance to every citizen
in this country to bid or lo give you proper value
of the ahare ? The very fact that you concealed
everything from the people of this country
shows that you had something up your sleeve.
‘What is up your sieeve is lo ullimately pocket
the difference. Why did you not sell it direcily to
the people ? Why was this two-tier sale, i.e. sale
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lo the banks and the financial institutions and
then allow them to sell to the public ? Why did
you not sell it directly to the public ? Then the
public would have 10ld you that this is the real
value of the shares. Sir, this is the guestion
which I now wish to ask. The Parliament met in
December. This matter was on the agenda
before the Parliament The Parliament was sup-
posed to discuss it. If this matter had been dis-
cussed in Parliament, people like Kamal
Morarka or people in the Lower House, dis-
linguished Members, would have pointed out
thal this was the biggest fraud on the exchequer
of this country, this reserve price is a fraud and
that the people of this country must be allowed
o complete. It has been laid down again and
again by our courts that when you deal with
public property and the disposal ol public pro-
perty, you must not only be honest but you must
seem {o be honest and you cannot dispaose of
public property except in the open with the
greatesi possible publicity so that everybodyhas
an opportunity to come and bid before you and
lo give you the proper value, Sir, the Parliament
had this matter on its agenda. Yet the Prime
Minisier of this country was persuaded. He was
persuaded or he persuaded himself, I don't
know. I will siill give him the benefit of doubt.
He put his signature upon the permission that
this sale should take place and the matter need
not be discussed in the Parliament. I charge the
Prime Minister with the gravest dereliction of
duty and his accountability to the Parliamenl
that he sanctioned il. Interruptions) .

SHRI V.NARAYANASAMY: Sir.Iamona
point of order. ... (Interruptions) . . .

SHRI RAM JETHMALANTI : Call him here.
Let him answer this question. Why did he allow
the Parliament of this country o be by-
passed ? ... (Interruptions) . ..

SHRI V.NARAYANASAMY : How perverse’
is he lowards the Prime Minister. .. . (Interrup-
fons) . . .

THE VICE-CHAIRM AN (SHRI SHANKAR
DAYAL SINGH) : Mr, Virumbdi, I have called
your name. Mr. Virumbi, please start
.. (Interruprions) . .. How can I give him more
ime? ... (freerruptions) . . .

SHRI RAM JETHMALANI : Sir, only two

questions more.

SHRI V. NARAYANASAMY : Sir,lamona

. point of order. ... (Interniptions) . . .
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THE VICE-CHHAIRMAN (SHRI SHANKAR
DAYAL SINGH): Mr. Virumbi, if you are not
going (o speak then I will call another

speaker. . .. (Interruptions) . ..

SHRI SANGI1I PRIYA GAUTAM : He has
not finished. ... (Interruptions) . . .

SHRI RAM JET)MIMAI ANI: I want lo put
only \wo questions. . . . (fnterruprions) . ..

SHRI V. NARAYANASAMY : Sir,
... (Interruptions) . . .

THE VICE-CHAIRMAN (SHRI SHANKAR
DAYAL SINGH): Mr. Narayanasamy, please

lake your seatl.

SHRI V. NARAYANASAMY : Why? I am
on a point of ocder. . .. (Interruptions) .

THE VICE-CHATRM AN (SHRI SHANKAR
DAYAL SINGH): Yes, Mr. Virumbi.
(Interruptions) . . .

.SHRI RAM JETHMALANI: Am 1 not
entilled to ask for an assurance thal the inves-
ligation should not be ... (Interrupfions) ...
given in lhe hands ol cormupt CBI oflicers?
... (Interruptions) . . .

SHHI VITHALRAO MADHAVRAO
JADHAYV : Sir, he should prove his allegations.
... (Interruptions) . . . Sir, we have no objection
ic whalever allegations he has made. He must
explain il 1o the House. .. (Inferruptions) . . .

SHRI V. NARAYANASAMY: He should
prove Lhe allegations. .. . (fnferruptions) . . .

SHRI 5. VIDUTHALAI VIRUMBI (Tamil
Nadu): Sir, when the Department of Econo-
mic Affairs differed [rom the Department of
Public Enterprises in arriving at the fair value
of the shares of public sector units, the Govern-
ment did nol iry to find out the true market
vaiue of the equiry in an objective manner
encepting heavily relying on the guotalions sub-
mitled by the selective purchasers. Why did the
Governmeni not try to [ind out the norms
acceplable to [air-minded people? Out of the
R25 bundles affered, 406 bundles were sold for a
lotal amourd of Rs 1,427 crores. On 2nd
Januery, 1992, the Department of Economic
Alfairs sought permission lo unbundle the
unsold shares of the public seclor units and
make [resh bundles of 31 public sector units.
Bul as reported on page 8, in para 18, in the
second tranche of disinvesiment in 1991-92
shares of pubiic sector units were offered in 121

bunidles. That means shares of remaining 15

public sector unils were withheld, contrary to
the decision which was approved by the CCEA.
L therefore, want 1o know [rom the hon. Minis-
iecr whether the Department of Economic
AfTairs or the Department of Public Enterprises
did oblain any permission lo rebundle in a dil-
ferent way. IIso, why have you not mentioned it
in the slalement ? If il was nol permilied, why
has no action been laken against the persons
involved in this malpraclice ? The Departruent
of Economic Allzirs sought permission on [rom
the CCEA through the same note to disinvest
more than 20 per cenl but less than 50 per cent
since the Department of Economic Affairs
assured that in no case would this involve loss
of Government control. What type of com-
panies were these 7 Were Lhey in the status of
‘very good’, ‘good’ or ‘average’ ? Let the Minister
clarify this. The CAG report has estimaled that
il the shares thal were sold in l'wo tranches had
been sold al the reference price calculated as
per the earlier proposal, the realisation would
have been Rs. 3,441 crores higher than it
actually was. Reasons attribuled against this
argument were the prospect of low yield divi-
dend and element of illiguidity. Government
thought, il would erode the investors’ interest.
Further, you have 1aken in your hand a thing
rading argument. But you have not given the
full picture. How can we come 1o any conclu-
sion simply by verilying only one transaction
made by UTT ? Now I come (o the [ixed price vy
bidding argument. Il is also not comect o sup-
pose Lhal public oflering at a ined price instead
of the bidding procedure actually followed
would have [etched a higher total realisation.
Rangarajan Committee report has heen utilised
i this sialement as 8 supporting document But
what we say is that the method of implementa-
lion of any policy should be above suspicion
and even U it realised less emount than what
wzs actually realised, the element of doubt
would not have arisen at all il it was offered alL a
fixed price. Why did you rush up for disinvest-
nmenl? This is the questinn which will arise
here. They have said thal lo contain inflation.
mobilisalion became imperative and thal i
why urgent action was resorted 10. Government
has set Largets for deficit reduction and failure
lo meet. that end—December targets—would
have sent wrorig signals, both domestically and
intern ationally. What [ want to paint oul is this.
Has not the Governmenl resorted to FDA, “Fast
Disbursement Aid”, in the Aid Package
announced recently by our dor or countries and
the World Bank to the tune of 72 billions ? You
did not feel anything about this. When they
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offered only 14 bhillion for FDA, you had
requested for enhancement of the amount. At
that time you did not worry about the wrong
signals thal may be senl 10 the world at larpe.
What tlype of cheap argument have you put
forth to cover up this indecent play ? Sir, what T
would like to know is why, when the Depart-
menl of Economic Affairs has given a note say-
ing that it should be oifered, even in the
[ndustrial Policy and also in the Budget Speech
lhe hon. Minister said that the shares would be
offered to the public as well as the workers
along with mullinationals, financial insti-
tulions etc., no mention was made about this
cither in the DPE report or in the Department
of Economic Aflairs report. Why did you keep
rum in this repon ? As for the action, I feel that
this is worse, even worse than Bofors, 20 times
worsg than Bofors. It is a day-light robbery. It
should be cut in the bud; otherwise, it will ruin
the nation.

SHRI V. NARAYANASAMY: Thank you,
Mr. Vice-Chairman, Sir, for giving me this
ppporunity. A controversy has been created by
the Oppaosition on the disinvestment policy that
was adopled by the Government and on the
melhod by which the Government has disinves-
led ils shares of the public sector companies
through the finencial institutions and the
mutual funds. Sir, when the SJP Government
was in power, the then Finance Minister, while
presenting his interim Budget, categorically
stated about their decision to disinvest the
shares of the selected public sector under-
takings in favour of muwal funds and funding
or investment instintions in the public sector.
That was the policy decision which was taken
by the previous Governmeni. And, thereafier,
our Governmenl came into power. The present
Finance Minister announced in 1991 that the
Government had proposed 1o disinvest 15 to 20
per cent of the shares for the purpose of recoup-
ing the deficit. Thereafter, 2 Committce was
appoinled o determine as to how the shares
should be valued. And the Deparimemt of
Public Enterprises did the job and the Bombay-
based consuliants were also appointed for the
purpose of pricing the shares. Sir, when the
decision was laken, Lhe Government was very
much concerned to see 1o it that the shares were
not undervalued. The Controller of Capital
[ssuee can also determine the value of the
shares. Bul the Government took a concerted

decision thal it should not go to them for the
simple reason that they might value the shares
lesser than the amount that was prevailing in
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the market and also the net value. Then, the
Government selected 31 public seclor under-
lakings whose shares were to be disinvested.
Now the Opposition is making & hue and cry
that the disinvestmenl policy that was adopted
and the procedure thal was adopted for disin-
vesting the shares of the company were not on
sound lines and that there was corruption on a
large scale. They were tirying to accuse
everybody from heaven to earth, the bureauc-
rals, the polilicians, the Ministers, everybody
including the hon. Prime Minister and his
family members. But, they have not produced 2
single piece of evidence in this House 10 prave
that any burcadcrat or any politician or, for that
maller, the hon. Prime Minister and his family
members were involved. It is very easy for us, as
persons in public life, to cast aspersians against
anybody. the Prime Minister, the. Finance
Minister, the other Ministers or the Members of
Parliament. But it should be substantiated. Mr.
Jethmalani, who is a very senior Member of this
House, and his senior lawyer, know very well
that whal they say in the House will have to be
proved. Making wild allegations for the purpose
of peding something is not going lo solve the
problem. From the way they have pul [erh their
views, il is very clear that they wanted to make
wild allegations against the Government,
against the Prime Minister, against the Minis-
ters and also against the bureaucrats. Sir, I am
putiing & simple question to Mr. Jethmalani
whether he can produce any documentary
evidence to show that there was fraud. You can-
not do it. You have nothing o say about it. You
can only make wild allegations.

SHRI RAM JETHMAILANI: Shall I pro-

duce video-cassettes ? . .. (Interruprions) . . .

SHRI SANGH PRIYA GAUTAM : I sm on
a point of order. I would request you to direct
the Member to put questions to the hon. Minis-
ter and not to any Member.

THE VICE-CHAIRMAN (SHR1 SHANKAR
DAYAL SINGH): You please put your ques-
tions to the Minister.

4.00 P M.

SHRI V. NARAYANASAMY : I am asking
the Minister alsa.

SHRI DIGVDJAY SINGH : He is answering
on behalf of the Minister.

SHRI KAMAL MORARKA : He should be
upgraded as a Minister of State. I appoint

you.
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SHRI V. NARAYANASAMY : Mr.
Jethmalani was saying that the Government
had lost Rs. 54,000 crores. Since they have not
gone to the public with their shares, they have
lost Rs. 54,000 crores. As I mentioned earlier, it
was the then Governmenl which ook the deci-

sion to go lo mutual funds and financial

instilutions for the purpose of disinvestmeni of
the shares of the Central Government and the
present Governmenl, when it toak over, found
that it had to be followed.

I would like Lo quute twa examples which Mr,
Jethmalani also knows. When Mrs. Margarel
Thatcher was the Prime Minister of the United
Kingdom, there were allegations against her
when she disinvested the shares of a petroleum
company and also of some olher corparation,
the British Telecom. These are bound to be
there. When the Government started disinvest-
ment! in public sector undertakings for the first
time, here or there, there may be lapses. [ an: not
saying Lhal it is a foolproof system. Now, we
started disinvesting the shares of both sound
and weak public seclor units. The shares have
been bundied up and a scheme was sdopted. [t
was done by the Governmenl. Bul accusing the
Government, the officials and the politicians,
saying that they have a hand in it withoul any
prool, is nol fair on the pan of this House. We
have got a wradition in this House that without
any authenticity, without any recorded p.oof,
we will not make allegations made against any-
body. But if you make wild allegations, it shows
that you wanl to have cheap popularity end do
not want to help the Government in impreving
the system. ¥f there are lapses, if ihere are some
defects in the system, they should give concrete
suggestions In the Governnient for the purpose
of improving the system so thai the Govern-
menl will be able to gain in this. Therefore, I am
pained 10 say in this House that on such an
important matter, the hon. Members from the
otherside started hurling allegalions against the
Governmenl, against bureaucrats and against
everybody on  earth  instead of giving
concrele suggestions.

I would like to ask the hon. Finance Minister
two gquestions, One is, while valuing the shares,
1 want to know whether the Governmenl has
taken imo consideratlion the assets, i.e, the [ixed
gsseli—land volue of the propenties—ol the
pubic seclor undertakings because the land
value now-a-days is shooting up I would like 1o
know whether this was also considered by the
Governmenl while valuing the shares and iix-
ing the value. The second is, you appointed a
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Bombay-based consultant firm and they sub-
mifted the first volume of their report on 10th
December and on 16th December, you went ta
the public for the purpose of bids. Why did you
take a decision in such a hasic instead of wait-
ing for the report to come and evaluating it?
You should have evaluated the report anii then
gone 1o the markel lor the purpose of disinvest-
ment. Why | am saying this is because three
reparts were submilted on 10th, 12th and 18th of
December. Why did you take a decision wilthin
such a short time even before the other reports
were submitied ? Even after the bids were called
for. U weuld like to know whether you have con-
sidered the report of the consuliants or not. [
would like to know [from the hon. Finance
Minisier on these two imporianmt things.

Thank you, Sir.

SHRI JAGMOHAN (Nominated): Sir, as
usual, my wm comes last and much has already
been said. However, I would like to indicalte a
few points. One is, this is not an opinion given
by an ordinary person. This is an opinion given
by an expert body. an experienced body like the
CAG. The bést way of proceeding further in the
matter is !¢ have the matter thoroughly
scrutinised by the Public Accounts Committee.
The Public Accounts Committee is the right
foruc to consider this.

This is a prima facie observation made by the
Compiroller and Auditor-General. The Public
Accounts Commilee should now examine the
wimesses, see the records, cross-examine the
people and L y o find oul the truth. How can we,
sitting here, decide on the basis of the note what
the trnh is 7 We cannot do it and ithas o go lo
the Public Acanunls Committee which will
examine the issue, cross-examine people and
make a detailed examination ol the case. Now,
there are 14 Members of the Commitlee and all
of them can be called individually and asked as
to how il is that only [our were taking part and
others did not participate. So, these things can
be ascentained. To cul shon a long siory, I would
only say thal the PAC should consider this issue
in depth, scrutinise it and come back to the
House as quickly as possible and, therealler, a
meaningful and a purposeful discussion can
ake place. All that I wo 11d request the Finance
Minister to do is give an assurance 1o the 1louse
on behalf of the Government that if the Public
Accounts Commiltee comes (o the conclusion
that there has been an error of judgment or
there has been something over and above an
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error of judgment then they would consider this
issue in dep'h again.

The second thing that [ want lo menlion is
that the henourable Finance Minister knows
very well that this type of disinvestment was
donc in the Uniled Kingdom also. Whal was the
procedure adopted al that time? It would be
helpful 1o us if that procedure is indicated and
we would be enlightened if it is made known
whether that procedure to get the best value for
the shares o[ the public sector undenakings has
been followed or not.

Another thing that strikes me is this bun-
dling. To me, this bundling locks very
mysterious. I am not an accountant. It seems to
me In be pne of the procedures which the
bureaucrats and others usually adopl 1o creaie
diffusion of responsibility, They accumulate sa
many things and nobody can find out who is at
faulL I am reminded of a joke; actually, it is a
fact. A Depuly Secrelary to the Govermment
forgot to deal with a file which had to be sent to
the Home Secrclary and then he suddenly
realised that he had kept this file in his almirah.
The 1lome Secrclary al that lime was a very
tough person and if he look that file 10 the

" Home Secrelary then, he would lose his job. Sa,
he was very very perturbed. Then, a Section
Officer came and ashed him, “Sir, why are you
sp perturbed 7. The Deputly Secretary said,
“This is the fault thal I have commitlted and [
have no explanation 1o oifer.” Then the Section
Ollicer said, “Don’t bother, Sir. I will record
such a confusing nole that nobody would be
able (0 ascertain who is at faull and by that lime
the Home Secretary would have retired. By the
time the file comes back 1o you, he would have
retired”. So, this bundling and raising such
issues are some of the ways of diluting the res-
ponsibility and thal is what. I think, we should
be very careful aboul. I think the observation
made by the CAG is very pentinent which, I
think, has not been convincingly replied to in
the note.

The Vice-Chairman (Shri V. Naruynnn;mny)
in the Chair

The CAG asks whether the compulation of
the value of the shares for disinvestment was
done even belore the fixation of the reserve
price of shares of each PSE. The rational
method of bundling cannot be asceriained
unless this step istaken first. So, this is the issue,
whether there has been some son ol the Section
Officer-type of device of conlusing people or
noL
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The other thing is about wider participation.
That is one of the arguments given that their
objective was 1o secure wider panicipation of
equity shares. I wonder whether this objeclive
has ullimately been realised. It has nol been
realised because we know that the shares have
been comered by a few individuals who have
made profils.

Angcther point that arises is thol the Finance
Minister, in the ullimate anglysis, has said that
this matter is being inquired into. It would be
much better if he clarifies what is being
inquired into, at what stage the inquiry is, what
the precize thing which is being inquired into
and what it is trying to do.

Another ihing that has been mentioned is
thal we were in haste because the fiscal deficit
had to be accounted for before the 31st March.
Bul earlier three methods were indicat=d o
determine the share value and, ultimately,when
the Suresh Kumar Commitiee was appointed,
they abandoned all the three methods.

I cannot understand why (hey bundled it so0
lighily. If the response was not positive and if
there was some problem, then it was all the
more reason why we should have proceeded
slowly with il. And panicularly when it is stated
in the nole itsell thal we were trying o explore
uncharied areas, it was all the more reason why
more caution and care shouid have been exer-
cised when the ares was uncharted. And I don’t
think much would have happened if we had not
dispased of by 31st March. After all, it would
have been in April. In April, the same impact on
the economy would have happened. These are
the six points which I have, and which may be
looked inlo. '

And, Sir, there is anolher point aboul fiscal
deficit. Although it is a little light, at the same
lme il is very serious. Why do the fiscal deficits
happen in our country ? It is because we are not
looking 1o the areas where the economy can
really be aflected. We know very recently what
our Chief Election Commissioner has done. He
has given & statement in lhe press that “now
good sense has prevailed and I have modified
my order.” But will anybody in this House con-
sider what the cost is of changing [rom bad
sense 1o goad sense? How much money this
poor country which is in debt has paid for this
type of iransfer from bad sense 1o good sense ?
Nobody calculales those costs, bolh visible
and invisible.

SHRI SUBRAMANIAN SWAMY: He did
not say ‘good sense’ on him.
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SHRI JAGMOHAN : May be. Bul this is
what he said—good sense. The issue is that if we
really want to control fiscal deficit, these are the
visible and invisible costs—so much of litiga-
lion, so much of payment being made 1o dil-
[erent people—which also need to be looked
into. Although it does nol arise oul of this, I
thought this is the point which the nation
should look inte. Thank you, very much.

SHRI RAJENDRA PRASAD MODY
(Rajasthan) : Mr. Vice-Chairman, Sir, the dis-
investment of shares in public sector enterprises
has inviled wide criticism from the media. The
Comptroller & Audilor-General’s report is quite
an indiciment by itsell. The ex-Secretary,
Department of Public Enterprises, Ministry of
Industry, says that the CAG report is a clerk’s

report. When questioned further, he says,
“Don’l usk me. The rules of public sector disin-
vestmenl were all laid down by the Finance
Ministry.” The Finance Minisiry says, “No, the
enlire responsibility was that of the Ministry of
Industry, so much so, that even the particular
combination in each bundle would also be
decided by the Department of Public Enter-
prises.” There is 100 much confusion. One
should be able to first idemify which agency is
responsible [or this given sitluation. Be that as it
may, Sir, it is very unfortunate that such a large
disinvestmenl in the country has been handied
in such a cursory manner, if I may use the
word. Sir, when Margaret Thatcher first pro-
posed privelisation and when companies like
the British Petroleum, then you could walk inlo
any branch of any bank in the whole of the
Uniled Kingdom, fill in a form, tender your
money, and the computer decides, since there
was large over-subscription, that this will be
your allocalion. Millions of counirymen
became the holders of the counlry’s naticnal
assel. Here we are saying that we could ot
resort to this because of the urgency of the situa-
lion, because there was fiscal deficit to be con-
tained, inflation had to be 1aken care of. and
visibly we had 1o tell internationally and within
the country that we are serious and we intend o
contain il.

Sir, there can be situarions when somebody
has 1o handle it in that manner. But given that
situation, it was all the more reason that you do
not confuse the whole affair by creating
bundles.

The shares that have been sold are prime
assets of such great value that even if one par-
licular company's shares were picked up. Rs.
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3000 crores would have been immediately
recovered. I will just give you an example of a
company, Steel Authority of India Limited. The
average price realisation al which il was sold is
at Rs. 13/-. Tata Steel at a lime when the stock
market was high, was quoted ai Rs. 300. The Rs.
10/-scrip was gquoted al Rs. 300/- and at the lime
when the stock market loday is al its lowest ebb
given the scam and the consequential efTects of
iL, it is still quoted at Rs. 170/- even loday. Itis a
fact today that the performance of the Sizel
Authonty of India Limited is belter than that of
Tala Strel. With thal given scenano, whal
should be the price ol the Steel Autharity ? Rs.
4000 crores is the equity paid-up capital of the
Steel Authority of India Limiled. The Sicel
Authority went on record, and also the IPCL,
both—these companies—and  lhey
specilically advised and also communicated
through their administrative Ministres that
‘Please, don’t disinvest our shares because we
intend to go to the public shorly and, therefore,
iL is imperative that no price is fixed which
could harm our inlerest in going public.’ In this
given silvation, slill they were sold and I might
submit—and T would like (o show the
confusion—that by a mere sale of the large
number of ghares of Steel Authonty of India
Limited—20 per cent is a very confusing [igure
because percenlages oflen present a diflerent
configuration; the share scrips were 19 crores
and %) lakhs, we are not talking of this value but
ol shares scrips each worth Rs. 10 were sold and
these scrips alone were more than :nmjgh o
have recovered the deficil if these shares were 1D
get jusi Rs. 100/-. Therefore, my first question as
a clarification would be, how came thar SAIL
and IPCL were included in this bundle at all
despite the advice Lo the contrary of the P.E.C.
and the adminisirative Ministry? Disinvest-
meni of shares in Cochin Refinery and Andrew
Yule which were listed on the stock exchanges
and which was contrary to the Government
decision, have also been included in the bundle.
How was this done ? Besides the urgency. the
guestion that arises is, we are lold. well al least
one cannot challenge the bonafides. Sales have
been made either to the banks or 10 the finan-
cial institulions or 10 Govermmenl Mulual
Funds. Government Muual Funds or private
sector mulual funds do not make any dil-
ference. The owners in the ultimare analysis are
their members whether promoted by - the
Government or privalely. Even then, national
property, nalional assets cannol be given away
even to banks or the financial inslitutions. Whas
is mational asset must remain with the Govern-

wo
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menl of India and the largesse cannot be dis-
tributed. in Lthis manner 1o the banks or to the
financial institutions either.

Just to give an example, there is a bundle No.
61. This is one example that I quote. This was
sold for Rs. 8 crores. This bundle was sold by
the bank for Rs. 13 crores and together with this
buandle of Rs. 13 crores, some 17 crores worth of
loss in linked debenwres were added, thereby
making the total cost of the bundle at Rs. 30
crores. The broker buys it at Rs. 30 crores and
plans 1o sell it at Rs. 38 crores. So, by clear
admission, something that was sold for Rs, B
crores will recover some Rs. 40 crores, which
means five times the value, it meens it was
under-valued ... .. (TTme bell). I thought it was a
maiden speech and there would be some more
time. I though! the mauer was quife imporant.
Put if you want, I can close the discussion
nghl away.

THE VICE-CHAIRMAN (SHRI V.

NARAYANASAMY): I was iold that you
made your maiden speech yesterday.

SHRI RAIENDRA PRASAD MODY : You

were in Lthe House, Sir.

SHRI SIKANDER BAKHT: It
supplementary.

TIHE VICE-CHAIRMAN (SHRI V. NARA-
YANNASAMY): I was informied like that. [ do
not know. All right. you can conlinue now.

was a

SHRI RAJENDRA PRASAD MODY: Is
anybody so naive, any person with no [inancial
knowledpge. no background, whalsoever, to
cxplain 1o us that you can make a bundle ol very
cood. good ard average shares and you are
going lo realise more money in the process ? Is
anybody so unaive that he is going 1o sell his
shares ar recover his money and say that if you
make this bundle, perhaps, You can get a better
price ? This bundling was done intentionally. T
will tell you why.

I have made a calculation. Qut ol these 30
companies, I selected 16 companies at radom.
Ten of these companies are very good and good

companies. The rest six companies are average’

companies. I find that 46.88 crore scrips—1 am
nol talking of the value which would be about
Rs. 460 crores—represent very good shares. The
average shares are only § crores and 50 lakhs.
This means, il you are saying that you are
selling 20 per cenl shares of Steel Authority of
lodia Limited. you are selling 200 crore shares.
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On the other hand, in the case of the Dredging
Corporalion of India, which are average shares,
lhe sales are only 1.44 per cent and the total
number of shares is only 4 lakhs. If you are
selling the shares of MM.T.C. which are
average shares again, you are selling only
0.67 per cent and, in absolute numbers, you ae
selling 3.34 lakhs shares only. Here, you are
lalking about 47 crores of goad shares versus §
crores of average shares. [n such a case, how on
carth could a bundle be ever prepared which
would be able (o give you a good price for the
shares. notto 1alk of companies like the Cochin
Relineres ? At that paint of time, tlie shares of
Cochin Refincries, for example, were quoted at
a very high price. Peaple were prepared 1o pay
even Rs. 500 [or a share. The shares were not
available in (he markel at any price. Such
shares, which are a national asset, such shares
of high value have been disposed ol al very
low prices.

The point al issue is this. The CAG. report is
merely based on D.CF. value. In true terms,
these shiares would have realised such substan-
tially higher prices as are mind-boggling. Let us
take a simple example. The Steel Authorily of
India Limited is worth Rs. 4,000 crores in ierms
of its equity value. All the sieel plants of the
Sicel Authority of India Limiled, Rourkela,
Dhilai, Durgapur and Bokaro, put together, are
wonth Rs. 4,000 crores plus the loans of the Steel
Authority of India Limiled. At this price, you
cannol sel up even one steel plant in the country
loday. Such is the manner in which the shares
of Steel Authority of India Limited and the
shares of such other concems high-value
shares, have been disposed of. One reads inlo
this something.

Now. in the case of the Steel Authority of
India Limited, they have gone on record where
they have 1old the Government that they are
prepared to pay back equily worth Rs. 3.000
crores. They have said that they are prepared 1o
reflund (he equily money. Steel Authority of
India Limited is worried because its share
feiches only Rs. 13. Can you imagine a public

sector undertaking being prepared to pay back
to e Government Rs. 3,000 crores ? They say
"We are in a position 1o refund Rs. 3.000 crores
back to you'. They are prepared 1o refund 75 per
cenl of the equily back 1o the Govermment.

LP.C.L. would be an excellent example. Tt has
done g deal with an N.R.L [or getling Rs. 600
ceores as loan in (oreign exchange (or seuing up
a new planl. The LP.C.L. in \um. has given 3
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per cent of its equity and accepted part of the
loan as repayment to the N.RL It is worth
calculating 10 see what s the prce it has
recovercd in the process Tor its equity.

As mallers stand now, if the Ministry of
tndustry, as the Ministey of Finance says, is
responsible for the entire operation. it really
behaves of the Ministry of Finance and it is
absolutely necessary that the Ministry of
Finance goes into il thoroughly. The operation
is of such a magnitude. The assets ol the country
ol such high value have been dispased of in a
manner 50 caslial, particularly. when the coun-
try is sulfering and needs such large inpuls.
Incidentally. there is going o be another fiscal
delicit. It is obvious that at least by now some-
thing should have been done (o recaver on a
more scientific and systematic basis. The
imporant thing that I am trying to impress on
the Hnuse is that the aimosphere being vitiated
and charged. as u is. don't you think tha
Iransparency in Government work is absoluiely
essential ? Transparency is delinitely missing
May [ ask. as my last clanficalion. that two
annexures may be pliaced on the Table of the
[[ouse? One annexure should give us the
details of the names of PSEs whose shares were
sald; the category of the PSEs, ie. their share
were classified as ‘very good’, ‘good’ or ‘average’;
the number of shares disinvesied: the percen-
tage of disinvestment of equity; the originai
reserve price per share based on the best of two
averages ol NAV, PECV and DCF: the revised
reserve price fined by Government as the
average of NAV plus PECV: the net realisation
per share and the markel valie on or abaut the
date of sale, wherever possible.

The Second annexure thar might be. placed
on the Table of the House should give the
bundle number, the quantities of shares com-
prised in each bundle. That would give a fair
picture which is nol available 1o the House a1
lhe moment either by means of this note or
otherwise, Lo be able 10 make a gpad assessment
of what exacily has been done. I [ail 1o reconcile
myself to the sitvation that when it comes 1o
average shares, the average shares have been
sold ofT only in small percentages—0.67 per
cent, 027 per cent. 144 per cenl and 31.64 per
cenl. These are the average ones. The shares of
the cxcellent or very goad ones have been sold
al 20 per cenl and less—whether you wuke
Madras Refinery, whether you taken Maha-
nagar Telephone Nigam, Hindustan Petroleum,

Bharat Petroleum, Bharat Heavy Electricala, .
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Indian Pero Chemicals or you 1ake Sieel
Authority of India.

Thank you, Sir.

THF VICE-CHAIRMAN (SHRI V. NARA-
YANASAMY) : Shri Sikander Balht. Only five

minutes because your pany’s lime is over.
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JTranaliteration in Arsbic Script.
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For instance, “has been conducted properly
wilh full Cabinet authority and with no impro-
priety”, “1o public sector mutual funds, banks
and financial institutions and even the deci-
sion..”, “was alleged that the programme of dis-
investmenl was implemenled in haste, on
accoun! of commitments, elc... are not right. 1

would [like (o state categorically thacr dhose
criticisms  are enlirely unfounded...” elc.
elc.
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“Ilfby chance the sale took place at an under- -

priced lcvel, the benefit would accrue 1o
public sector.”
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But &l least you have accepled :
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What is the dimension of the irregularities
here ?
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Was it mandatory that all the PSU shares 1o
be disinvested had Lo be first listed in the Stock
Exchange 1o determine their real market
value ?
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The oll-loading of the shares through ihe
Stock Exchange is also one of the manda-
1ory conditions.
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Whalever the original price, it was lampered
with at the bundle levels.
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Then the prices of the bundles were reduced.
The buyers could sell them overnight for a lot of
profit.
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Why were the stocks not listed with the
stock exchange 7 )
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A ierrible fraud has been played with the
Governmenlt eachequer. | am sorry o say thal
the Government is 1aking it very lighuly.
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be disinvested has 10 be first listed in the Stock
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Governmenl exchequer. I am soiry to say that
the Governmenl is Laking il very lightly.

THE MINISTER OF FINANCE (SHRI
MANMOHAN SINGH) : Mr. Vice-Chairman,
Sir, I am very grateful to all the hon. Members
who have raised the iszues. [ do agree with the
Members that disinvestment is a serious matler.
It is precisely because our Government takes it
as a very serious issue that we have ried 1o place
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all the cards on the table, how the process
began, what problems we [aced, at what stage
Cabinet decisions were laken, how they were
implemented, how some decisions 1akien were
subsequently moedified and why it was
necessary. One may difler on what we did, but [
do not plead guilty Io the charge that we have
tried 1o put anything under the carpet.

The second thing that I do want to say about
this matter is that, as was pointed out in the last
paragraph which several hon. Members have
quoted, we were cleulii'g wilh the disinvestment
of public sector units whose shares, with the
exception of two or three units, were nol quoted
in (he market. If we were to wait for their being
listed, it would have taken scveral months, and
that proceas could not be delayed for the
reasons | have mentioned in my statement.

It is true that we were worried about the fiscal
deficit, and, therefore, we tried 1o compleic that
process by December. If you say that this was
haste, T plead guilty o it because we had 10
reduce the fiscal deficit al that lime when our
economy was faced with the most serious
economic crisis. It was not something on which
we could have simply said, “Well, let us leave
the fisical deficit to take care of itself.”

At that sage if we had not reduced the fiscal
deficit, the overall economic health of the coun-
try, the national and international confidence
in our currency would have been gravely allec-
ted. Our ability 10 reduce inflationary pressures,
our sbility 1o reduce infl2tipnary expectations
and better managemeni of balance of payments
woild have suffered.

Sir, several Mcmbers have raised the ssue of
disinvestmenl by the Government I have poin-
ted out in my staterent that we were disinvest-
ing in the background of the fact that many of
the public sector units never tradad on the
markets. So, what would he the [air price was &
subjct-matter about which opinions could dif-
fer. This i the case not only in our countfy, but
all over the world. Where disinvestmé has
taken place, dilferences have arisen, percep-
tions do differ. The real thing ix, it is precisely
for this reasan that we said, because we were
dealing with disinvesiment for the first time,
there were chances that we may make mistaics,
but we must make sure thet if any misiakes were
madec, the benefit of that would not accrue o the
private sacior, but would go mostly w the public.
sector. That is why in the [irst stage we said we
would limit the sale of theas shares essentially
0 public s=clor unita

Now, a question hes been raised whether
there was a deliberale conspiracy to sell these
public seclor shares to mutuel funds of the
banks at a lowprice. The second pan of the con-
spiracy was that these people would in lurn sell
at a profit or they would indulge in certain tran-
sactions with brokers. [ would like to share with
the House the data thai Thave with regard 10 the
shares which were sold subsequenily. The inlor-
maltion that I have is that the Unit Trust of Tndia
bought over Rs. 3,040 crores ol shares. All that
the Unit Trust has been able 10 sell is only Rs. 29
crores. All the rest of the shares acconding to the
information that is available with me, are stull
with the Unit Trust of India. Allahabad Dank—
Ithink it is a mutual fund: 1 do not know which
one, but pant of thai—bought for Rs. 62 crargs,
of which they sold Rs. 26 crores. SBI bought fnr
Rs. 39.62 crores. They sold ouw of it Rs, 1644
crores. Now, on the basis of this information. of
the sales of Ra. 3,040 crores, roughly with respect
to these three the sales amount 1o only Rs. Rl
crores. Therefore, I humbly submit that from
the available data it would nat be proper to con-
clude thai there was a big conspiracy to reward
unscrupulots bro’- o3, Becguse the bulk of these
shares are still with the public sector entities,
which originally bough! these shares.

SHRI INDER KUMAR GUIRAL : You had
divided 3!l the shares inlo three parts—very
good, good and noi so good. I would like 10
understand whether the ones that were
unloaded subssquenitly were ones thal were
considered very good or only those which were
not good or not very gaod. Or were they
sold in bundles?

SHRI MANMOHAN SINGH : 1 do ot have
that data. I can make the information available
to the hon. Member.

PROF. SAURIN BHATTACHARYA : Mr.
Singh, if you allow. . .

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): Mr. Bhattacharya, has
the Minister yielded or not? I do not know.

PROF. SAURIN BHATTACHARYA: Of
opursr. Unless he yields, how can L. . ..

SHR! MANMOHAN SINGH :
answer ail these questions if they. ..

SHRI MURLIDHAR CHANDRAKANT
BHANDARE : Let him not break his chain
of thought :

I cannot

SHRI MANMOHAN SINGH: S0 many
valuable points have been mede and I am Irying
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to recollect my thoughts. Shr Jethmalani asked
a question wilh regard 10 the sale of the shares.
Now, [ have tried to answer that gquestion Lhat
the Securities Act does ot forbid market sale.
But in law—as he has pointed out correctlly—
these have to be spot deliveries. If there had
been any [orward deal, that could constitute a
violalion of the Securities and Exchange Act.
That is why I said il is a mailer which we are

wnvestigating and if anybody is found guilty of
having violated the laws of this land—
whosoever he happens 1o be—I1 think he will be
deall with in accordance with the provisions of
the law.. .. (Interruptions)...

Now the broad philosophy of why we resor-
ted to the system of bundling is explained in my
stalement because the system of bundling was
chosen as a device and we wanted to sell a
variety of shares. If we wanted to sell the shares
of only those companies which were traded on
the market, then, we would have sold the shares
of only three companies. [f T wanied 1o sell the
shares ol only very goad conmipanies, in thal case
also our options would have been limiled.
Ajong with the sale of shiares of very good comi-
panies, we wanted Lo hegin the process of selling
the shares of companies which were average or
only good. That was the reason why the sysiem
of bundling was chosen as a device. Now the
question is: Does bundling get you a better
price? I think there is no conclusive way of prov-
ing ii. But certainly the sysitem of bundling
enables us 10 sell a larger variety of shares than
would have been possible in the absence of
bundling. It is true that if we were considering
only the sale of shares of the Stecl Authority of
India Limiled, we might have got a beiter price.
Bul we would never have been able to =ell the
shares of just averuge companies. Sa I think
when you wanl tc compare, you musl compare
like with like. Merely by locking at the prices of
the sheres of the Steel Authorily of India
Limited. you cen’t conclude that we really made
a loss in the bargain.

Now the second issue, I think, several hon-
ourable Members have raised is about calcula-
tion of the loss. The’CAG report mentions one
such figure and I have tried 10 explain why we
consider thal it is not 8 comect indication of
the fact.

Now, Imagine a casc. | have a house. Rightly
or wrongly 1 consider that house is worth of
Rs. 1000. Bul there are no takers for (hal for
Rs. 1000. 8o let uy say that the market value of
that house is Rs. $00. Now, are you going o say,
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“1 have made a loss of Rs. 500”. Ultimately if
you are dealing with market transacticns, the
only viable test is how the marketr views these
shares. If there were no takers at that reserve
price, it was certainly open to us and we could
have said, “Weli, we had fixed one reserve price
and there are no Lakers [or that: let us not sell.”
Tut I have eaplained, for example, the reasons
why we were Heen that along with the other
objective, we must use the sale of shares o
reduce the fiscal deficit. Therefore, we did nol
have lhat option. We did not also have the
oplion fo proceed in the leisurely manner which
has been suggested by the Members. We were
keen to reduce the fiscal deficit visibly and in
the short term and given thal compulsion.
Therefore, when we found oul that we originally
fixed the reserve price which was something
which nobody was willing lo pay... we,
(herefore, decided to find oul the established
practice in this matter. And, the established
pructice in this matter until then, previously,
was that shares used to be valued by the then
Controller of Capital Issues. He had a par-
iicular formula. We said, “Let us, therefore, use
that formula Jor (he vecalcuiation of the
reference price.” This is the background of why
the reference price had 1o be changed. I think
Mr. Morarka hed mentioned that the Cabinet
Commitee on Economic AfTairs had approved
2 reference price and then we changed it. The
Cabinet Committee on Economic Affzirs con-
sidcred the note, it made cenain suggestions,
but it never appreved that i is when we went
back, for the second time, to the Cabinel Com-
miltee on Economic Affairs that it approved the

' full package. So, the implication of .Shri

Morarka thal we had somehow violaled what
was decided by the Cabinet Committee on
Economic Aflairs iy, I humbly submil, not
correct.

Now, Mr. Jethmalani asked me, “Please tell
-us what would have been the price il you had
direcily sold these shares in the market.” [ sub-
mit to you that thal option was not available 1o
us because only three companies’ shares were
listed on thes markel and the rest of the shares
were nol listed. So, even if we wanied to sell
them in March, 1992, that oplion was not avail-
able 10 us. Even the notional figure of Rs. 50,000
crores that Shi Jethmaelani has mentioned, [
respectfully submit, has no obpective basis. In
any casc, a large number of shares were sold in
December and when we sold these shares in
December, 1991, we had no idea of what the
price would be in March, 1992. Therefore, I
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would respectfully submit thal it is not possible
for me to agree with his assessment of the loss at
Rs. 40,000-50,000 crores.

SHRI RAM JETHMALANI : In retrospect,
do you sgree that in March, 1992 it would have
been more? (Interniption).

SHRI MANMOHAN SINGH: T res-
pectfully submit that the March (igures also
wmed out 10 be anilicial and inflated. If you
had a large number of shares in the market, [ do
not think it could have been realised in Lthat
situation.

Now, Shr Jethmalani asked me what type of
inguiry it was. I have answered that question as
1o whether there had been any violation of the
provisions of the Securities and Exchanges Acl.
In the onward process of selling, these are the
things which are being employed. If there had
been any violation, we will take approprialz
action. Mr_ Jethmalani also referred to the huge
proful on sale being shared by brokers. 1 have
given the figures. The bulk of these shares are
still with the public sector. The Unit Trust which
bought over 2000 crores of shares has sald only
aboul 29 crores. Therefore, this charge thal huge
profits were deliberately soughi (o be couferred
on the brokers through the process of disinvest-
metnil, [ respectfully submit, lacks credibiliry.

There have been several allegations abou!
officials. Let me zay, we are nol in the business
of covering up any official or for that maner,
any Minister. If any specific, concrete, examples
are brought lo our notice, [ assure you, we wiil
underake proper investigation. Bul, I think, it is
obligatory, when people make such allegations,
that they have 1o check the [acts. For example, a
reference has been made to this 14-member
aomanitter. I think the nemes have been men-
tioned here. Without going into the names, I can
tell you this. For example, the name of the Prin-
cipal Secretary to the Prime Minister being =
member of that 14-member commiftee is not
correct. He was not & member of that commilt-
tee. (Interruption)

SHRI SIKANDER BAKHT : There are four
people who signed. (frterupiion).

SHRIMANMOHAN SINGH : 1 think it was
Mr. Jahmalani wh o menlioned the name of the
present Finance Secretary, He wis not even in
the Finanae Ministry at thai time.

Now, therefore, when you make these
allegations, I assure you. . (Inrerruptions) I am
coming 1o that T heve nothing to hide Bt ail [

am saying is, il you levy allegations of this type,
nobody in the Government is going to work. I
am worried about whether cur Goverrment will
be able Io take decisions in complicated mafters
where there is a lot of uncertainty and yet
decisions have ta be taken. If people have to be
subjected to this son of witch-hunting, I assure
you, people will take no decisions and the
Government’s decision-making process would
be a casualty and the interest of this country will
suller. Now, you would ask me about the
fourteen-member commititee. That founeen-
member commitler was headed by Shn Suresh
Kumar, as I have pointed out I incloded Shiri
Ramaswamy, Chiel Advisor (Costs), Depart-
meni of Expenditure, Sha Vapgul, Chairman
ICICI, Shn Venugopal Reddy, Joint Secrelary
(DE), Shri H. N. Gupta, Director, Investment
Division(DE), Shri M. S. Gill, Sccretary,
Deparunemt of Capital, Secretary, Addmional
Secretaries of two administrative Minisiries,
Shri N. Vinal, Secretary (Electronics), Shri
Ashok Chandrs, Secretary, Depariment ol Pel-
rleum, Shri R C. Bhargava, CMD, Maruli

Udyog., Shri R K. Waji, CMD, Bharat Pet-
roleum, Shr Jayant Rai, CMD, Andrew Yule,
Shn Hasmukh Shah, CMD, [PCL, representa-
tive of departinent of Expenditure.

SHRI SIKANDER BAKHT: Why didn't
they participate in the signing of the authonsed
document? Thet 15 the question.

SHRI MANMOHAN SINGH : It is true that
the report is signed by Shri Suresh Kumar, it is
signed by Shri Ramaswamy, it is signed by Shri
M. 5. Gill. it is signed by Shn Ashok Chandra,
Secrelary, Depariwnent of Petroleum, bul il is
not correct that any other member submined
any nole of dissent. There is no note of dissent.
Therefore, I would say that all these mysteries
surmounding the Cemmittee of twenty and all
that is sought to be read into it 1 respecifully
submit, bear no relation to the fact When the
Commifiee report came up, we again consulted
smong ouraelves and outi ol these consultations,
we took a nole o the Cabinzt Committee on
Economic Allgirs in November when the
Cabinet Commitiee on.Economic Affairs asked
us o go back and rework and that is how the
decisions were laken. Therefore, this was purely
an Advisary Commitiee, headed by Shri Suresh
Kumar, and it was not 8 Commitiee which was
xining in judgment over the Cabinel Comm ittae
on Economic Aflairs.

Now, Shri Ram Jethmalani asked why we
made it a [amlly affair I have already snswered
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that gquestion. It is precisely because we were
alruid of any errors being made in the first ever
act of disinvestmenL. We were keen 10 see thatin
case of any error the gain should not accrue to
thc private sector but should be confined to the
public sector. And I would also like to point out
about U.X Several Members have asked aboul
UXK —what happened in the UK [ am not an
expert on whal happened in U Butthereis a
vital difference between disinvestment as it has
taken place in other countries and disinvest-
ment being undertaken in India. First of all, our
disinvestment is not a sale of public sector units.
In the United Kingdom. the public sector units
were sold lack, stack and barrel to the private
sector. I dare say if we were 1o offer these units
for sale in their entirety, we would get 2 much
better price. Butl if you are saying that the
Government would conlinue 1o retain control
over management, the Governmeni would con-
linue 1o control the bulk of the share capital and
then offer a part of the share capital for sale, I
think it does nol require more than ordinary
common sense of conclude that you would not
get the same price as you would get if you were
ever to 2]l these units as a going concern, and
this is the vital difference between disinvest-
ment a5 being undengken in India, and disin-
vestment, a8 implemented in couniries like the
United Kingdom.

500 PM.

The same answer | have to repeal for Shri
Jethmalani's guestion—why these two-tier sales
because we had no experience, we wanted to
Limit sny possible gains that might accrue in the
proceas to the public aector units; but in the
hope thal ultimately all these things would

come to the market, it was hecause of lack of our.

experience that we choac this route, this two-tier
rouls; not because of any devious consideratign
of enriching any particular group of brokern

Shri Jethmalani also asked why this matter
was not discussed in Parliamenl. Now, it was
our intention thal this matter should be dis-
cuszed in Parliament but we all know, e g —and
I did not mesan any disrespect o Parliament—
that maters are listed but somehow do not get
discumed and the Government's decision-
msaking proceas cannat wait [ have already
mentioned that we have-dire need 1o reduce the
fixcal defich and, therelore, when thia matter
coild not be discuassd despile our best cflorta,
we would have bhesn accused of dereliction of
duty if we had mid, “Bocause Parlizment hus
not discuseed it, we will not Lake any decision”. I
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have already pointed out the urgent need 10
reduce the fiscal deficit, and given the urgency,
we have no option but to go ahead with the dis-
investmenl process.

Now, some hopn. Members have raised an
isvuc aboul the sale to the workers, sale of a part
of the equity to the workers. That process is
already under way. The Cabinet has already
approved the modalitics of sale of a part of the
shares (o the workers. So, that process will be
undertaken, s+ I had promised in my
original statement

Shri Narayanasamy raised issues about the
valuing of shares—whether the net asset value
lakes into sccount the land values. I must
explain to you that if you are selling only a part
of the equity, you cannot really say that land is
going 1o aflect the value of the shares, because
you are not going Lo sell that unil in its entirety.
Therelore, profitability of a unit has no relation
1o it, if simply lthe price of land goes up. Now [
would respectfully submit that this vital aspect
of difference in the disinvestment process in
India harms the disinvestmenlt process in other
countries, this should not be lost sight of. 11 is
because often this is loat sight of, and a cons-
piracy theory is sought 10 be built that hanky-
panky is Leing done.

With regard 10 another guestion that Shn
Narayanasamy asked about the report of the
consultants, let me say that this was the time
when we werz trying to experiment. There were
several people we were asking, how to go about
it. And regarding the report of the conmltants,
whether one particular report was considered or
not—these are inputs—they did not have the
overriding authority. The final decisions sbout
the broad principles of disinvestment were
made in the Department of Economic Affairs
aind im consultation with the concemed
administrative Ministries. We consulted the
concerned public secior units. It is true that the
Sterl Anthority of India and one or two units
said, “Let us go (o the market straightaway.” At
that time I had explained that we felv if we did
not have the Sieel Awhority of India, if we did
not have the Cochin Refineries, if we did not
have the TPCL. then the public sector unit sale
would not look sufficiently atirsctive and,
therefore, it might not prove s success. And it
was important thal sometimes the first step is
the most important siep. We were very keen that
when we put our first foot forward, it should be
the foot which lcads o added confidence in (he
sile of the public ssctor units_ If this sale has
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proved a Bop, Y think the whole process ol disin-
vesimen! would have come to naught right in
the beginning.

And, Sir, that is why we wanted 1o make the
package sufficiently attractive so that people
would have an incentive to bid for those
shares.

Now, Sir, Mr. Jagmohan has raised an impor-
lam! issuc saying that we have the Repon of the
CAG. I snid on that very day that the Govern-
ment1 had the highest regard and respect for the
zuthority and the institution of the CAG. There
are extablished procedures laid dpwn by Parlia-
ment a3 o how Lo deal with the Reports of the
CAG and these procedures would be followed.
We will co-operate and I think that any moda-
lities which Parliament may choose in hand-
ling the CAG Reports, we will co-operate and |
am sure we have nothing (c hide in this matter.
Subscquently also [ have said that if any Mem-
ber knows about anything which has been
wrongly done by zny panticular ollicial or any
particular Minister who is responsible for it, he
can bring it to our notice and we will lake
appropriale action and we are not in the busi-
ness of shielding anyhody, howsoever high and
mighty he might be.

Shri Jagmohan waned 10 know about the
procedures in the Uniicd Kingdom. I have
already mentioned that T am not familiar with,
the procedures in the UK. Bul there is a vital
dilference berween the disinvesiment process in
India and the disinvestment process thal was
underiaken in the United Kingdom.

Now, Sir, Mr. Jagmohan has also said dhat if
our objective was wider participation, we did
not succead. I would respectfully submit to him
through you, Sir. thal il was precisely because
we wenied lo disinvest a 1arge number of shares
that we chose this device of bundling. IT we had
chosen only those public sector undertakings
whose shares were listed in the market, then we
would have limited our option to the sale of
three, and il we had limited our opiion only o
the sale of very gand units, then also the par-
ticipation would not heve been as wide as we
Intended. We wanted a broad-based disinvest-
ment so thal over a period of time, the shares of
the public scctor units of good, average as well
ay those regarded as very gond were alswo disin-
vested. Thal was & conscious decision as part of
B stralegy 10 broad-base the public seciwor
mansgement and public sector accountability
and also 0 mis’ =:spurces in the process.

Now, Sir, Mr. Jagmohan also mentioned
about commering of shares.

wft &= oW o (FOT udwa) - a9 §E
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SHRI MANMOHAN SINGH : I am sorry, I
have no! followed your question. Can you kind-
ly repeal it ?
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SHRI MANMOHAN SINGH: I have

- already mentioned that reference prices were

originally soughi 10 be fixed in the manner
which I have given in my staiement. Subse-
quenuly, these reference prices turned oul 1o be
unrealistic because there were no bidders and
that is why the reference prices were sought 1o
be reduced. We went back (o the CCI formula
hecause we found thal in this termitory we had
no experience and the originally fixed reference
prices turned out to be grossly unrealistic. If you
ask a public sector unit aboui the value of its
shares and ash them 10 look at their Riture eam-
ing capacity, everybady painls a rosy picture
and ye1 we know that in the management of the
public secior units, very often expectations and
realities turn out to be different and those who
wee bidding [or these shares were also experts
in this subject. The Mumal Funds have been in
busincss for & long time, particularly the Unit
Trust of India.

And, therefore, when they bid, they had
smple lime o axsens the profitability of these
unils And, therefore, when they bid, thar was
the assessment of the market And if we wanted
to sell, we had no option but to revise our espec-
lations with regard 10 the reserve price. And that
Ihave stated ax candidly as | can. There is noth-
ing more that | can add on this subjea.

SHRI JAGMOHAN : What he has referved
1o and what I read from the CAG repon is thm
the compasition of the bundles of the shares of
PSUs for disinvestment was determined cven
before the fixalion of the reserve price. That is
what he said.
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SHRI MANMOHAN SINGH : I have men-
tioned that th fixation of the reserve price for
cach share known once you have a particular
formula. The calculation of a reserve price is
pure arithmetic, [1 is not something which
requires, I think, any great knowiedge. Any
school boy could do it once you tell him what
the formula is.

I think, Shri Sikander Bakhtji raised spme
issues with regard to the I4-member
Commistee—how many signed and how many
did not sign. I have already given the details. He
also asked about the role of the Strategic Con-
sultants. This was a8 group of consuliants, 1
undersiand, which was engaged by the Depan-
meni of Public Enterprises. There were many
monsultants. They provided only the inputs.
They did not have & det=rmining influence. For
that, as I have pointed out in my siatement, pro-
per procedures were gdopied. He alse asked :
Was listing mandatory? Was ofFloading
through stock exchanges noi mandatory? T
have already answered thal question in my
statemsent thai the terms of biddings stated that
lhose who bought shares were frez o unload
themm on the stock exchange. From this, one
cannot conclude thal ofl-market sales were per
se for bidden. The peint is, as Shii Jethmalani
has raised, whether in law, these were spot
deliveries or these were forward transactions.
On thay, there i3 sz elegemt of doubt This is
precisely the reason why I hied siated that this is
heing anked into. And if anybody has violated
the law of the land, we will iake appropriate
action in this marter.

ot vrer R rivere - < 3 wEnEC = RY &R
dex A war R AL (=)

SHRI SIKANDER BAKHT : Arbiirarily you
reduced the prices three times

SHRI MANMOHAN SINGH: What 1 am
saying is that there iy nothing arbitrary about
reducing the prices. [ have already explained
that in the case of one reference price, reserve
price which was fixed, we found that a1 that
price there were no bidders. Now, wha! were the
oplions ? One option was that if we were pro-
ceading in & leisurcly manner, we could say, we
reject gll bids. Then we come back and we re-
look whether we had a proper reserve price or
not. Now, [ have already explained tihat we had
an urgency lo complete the process of disinvest-
ment and, therefore, at ths particular time, the
only oplion (hat was available to us was to go
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back and search whether there was any avail-
sble objective method of valuing shares which
hed been resorted 1o, which had stood the test of
time_ And we found thal the CCI's was the only
lesied foumula for thai purpose. Therefore, we
went back to the Cabinel Commitiee on
Economic Affairs saying that our earlier
anticipations about reserve price had turmed out
1o be unrealistic, we do wanl (o sell these shares.
Well, now if we wanl 1o sell these shares, then in
our opinion, the formula given by the CCI
would be a realistic [ormula; ali bids below that
relerence price, as given by the CCI [ormula,
should be rejected. All bids above that should
be accepted. And 1 would respecifully
submil, . -

SHRI RAM JETHMAILANI: Mr
Chairman, il you permil Sir, my sceking a
clarification, does it take more than 24 hours for
o Firance Minister to find out whether they
were spot delivery sales or they were future
sales? Why have you not found out il
10day?

SHRI MANMOHAN SINGH : T assure you
that it is precisely that very question which I
rzised myself. And that is why I have added in
my statement that enquiries are being made,
and thai we will find out. We will find out, 1
promise.

SHRI RAM JETHMALANMI : In 24 hours you

could have got this infermatlion

SHRI MANMOHAN SINGH : We will ind
oul. We are not going to hide anything. We will
find out.

Vice-

Shri Sikander Bakht asked ; “Did you consult
the public sector units’? I have meniioned that
public. sector units, important public sector
unils, top menagers were part of the Commiitlee,
Active consuliations were held with them. I
have also mentioned thai one or twp units were
not in favour of being bundled along with
others But for reasons | kave explained, the
Government decided that for the initial aci of
disinvestmeni 1o succeed, we had 10 make this
package sufliciently attractive so that there were
adequate number of bidders.

Shri Jagesh Dcaai raised certnin issues.

SHRI MADAN BHATIA (Nominated): I
can only add, Mr. Vice-Chairman, that the
qucstion whether it ia a spot delivery or forward
transaction is a very complicated question of
law and 1 have handled certain matters requir-
ing arguments over days.
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DR. JINENDRA KUMAR JAIN (Madhya
Pmadesh): By saying this, you are trying to
defend. . . (Interruptions).

SHRI MANMOHAN SINGH : Shri Jagesh
Desai is not here. He did raise some guestions
that we should use resources generated through
disinvestment for addilions to public sector
units. [ would say that in theory, that is the ideal
solution. but when you are [aced with a huge
revenue deficit, I think it would be only a
nolional act of bravado on my part that 1oday [
can promise that ! am going o disinvest and
that I am going to use it to reduce debt or 1o give
it 1o the public sector units. Money is a fungible
entity. 11 is quile true I raise Rs. 3000 crores; |
“hand it over o public sector units. Bt 1 have
huge revenue deficit. For that, I go and borrow
afresh. Am I really reducing the fiscal deficit ?
Am [ helping the public sector 7 I gree with him
that it is in the ideal sitiation thal we can
eliminate the revenue deficit and we use the sale
of public sector assels 1o retire the public debt or
to add to the resources available to the public
sector. But that is an option which is not avail-
able tc me. [ have inherited an cconomy with a
yawning revenue deficit. We are making every
effort to reduce it but it will take a period of 4 o
5 years belore i succeed in that venture. Until
that stage arrives, [ think the assurance I give of
the rype that Shri Jagesh Desai wanted would be
quite frankly unrealistic.

I believe I have answered most of the ques-
tions that have been raised. I thank all the hon.
Members who have Laken part in the debate. If
there are any further questions left, [ can
BNSWET,

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): No questions. Finance
Minister has clarified all the points raised by
the hon. Members.

PROF. SAURIN BHATTACHARYA : The
Finance Minister has yielded 10 everybody and
not 1o me. [ have one point to ask.

THE VICE-CHAIRMAN (SHRI V
NARAYANASAMY) : He answered in general
all the points raised by the hon. Members,

PROF. SAURIN BHATTACHARYA : His
argumen! was that he had 10 quote from
memory. I accepted it. But my point is whether
utilising these resources for removing the deficit
in the national budget is at par with the method
[ollowed for building up foreign exchange
reserves from foreign loan.

19—104 RSS/ND/9%4

SHRI MANMOHAN SINGH © There is no
relation between the two.

- THE VICE-CHAIRMAN (SHR V
NARAYANASAMY}: No more questions. The
discussion is concluded. Mr. Jaiswal, you raised
wo or three points and the Minister has
answered. Nn more quesrions. We are now tak-
ing up discussion on the bofors issue.

DR YELAMANCHILI SIVAJI (Andhra
Pradesh) : It was mentioned in the moming that
the Minister of State for Home Affairs, Mr.
Rajesh Pilol will make a stalement in regard o
Andhra Pradesh.

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY) . We have received a letier
from the hon. Minister.

PROF. SAURIN BHATTACHARYA: [Is
there any information? ~

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): Now, the Minister of
Parliamentary Affairs would like to say
soimething.

THE MINISTER OF STATE IN THE
MINISTRY OF SCIENCE AND TECHNOL-
OGY. DEPARTMENT OF ELECTRONICS
AND DEPARTMENT OF ELECTRONICS
AND DEPARTMENT OF OCEAN
DEVELOPMENT AN MINISTER OF
STATE IN THE MINISTRY OF PARLIA-
MENTARY AFFAIRS (SHRI P. R. KUMAR-
MANGAI.AM) : Sir, the hon. Minister of Stale
for Home Affairs and Internal Security will be
coming soon. He has just completed his state-
ment in the other House. He is coming here.

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY) : Now, we will 1ake up the
Short Duralion Discussion. Mr. Ram
Jethmalani was on his legs the other day. He
has 1o continue his speech now.

SHRI MENTAY PADMANABHAM: As
soon a3 Mr. Rajesh Pilot comes here, Mr. Ram
Jethmalani should stop.

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY) : The Minister will come

here and meke the statement.

SHRI MENTAY PADMANABHAM - As
snon as he cames here, it should be wken
up.

SHR] MOTURU HANUMANTHA RAO:
The Home Minister has come. let him make
the statement.
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Short duration

THE VICE-CHAIRMAN (SHRI V.
NARAYANASAMY): The statemen! is com-
ing. Whoever is the Minister making it there is
no problem. Now, Mr. Ram Jethmalani
please,

SHORT DURATION DISCUSSION

Recent Verdict of the Swiss Supreme Court relal-
ing 1o Bolors—Contd.

SHRI RAM JETHMALANI
(Kaimataka) : Mr. Vice-Chairman, Sir, pardon
me for expressing a personal prelerence. I wish
you were always in the Chair when | am speak-
ing. It was, I think, on the 2%9th of July that I
commenced my speech. You will recall. Sir, that
I was referring to the speech made on the floor
of Parliament by the then Pnme Minister who
invited the Opposition to participate in the task
of discovery of the identity of the culprits in the
Bofors deal. He said that this was a national
{Tort and he expressly invited the Opposilion to
help him in discovering the real culprits.

Now that thul day is drawing near. I do wish
to ask. —I wish to ask because | have reasonable
apprehensions to the contrary—will the wishes
of the late Prime Minister be [ulfilled in this res-
pect]? Are you serious aboul it? If you are
serious about i, will you, at lenst, give us a few
assurances which I wish to ask for ? Here, [ want
1o share with you the few apprehensions witich I
cenuinely and honestly enterain.

The first apprehension which arises in my
mind has i origin in the [amous television
imnterview of the hon. Minister of Stale [or Law. [
am not talking of the portion cof the interview
ahich he has denied. I am talking of the version
which thc Doordarshan has published and
which, at least, he himsell has accepted as true.
On page 6 of the script which we now have, the
hon. Minister of Staie has said that the Bofors
case was A [alse case, that il was » false prosecu-
tion instituted by the V. P. Singh Government.
He further said that his Government could
always withdraw that investigation, but they
were nol doing it oul of regard for some public
opinion in tha! respect

Sir, I would like to ask, how can the Opposi-
tion have confidence in any investigation being
carried on by the Governmen( where one of the
Ministers of the Government, a responsible one
al that, has already decided that this is a false
mvestigation instituted by the last Prime Minis-
ter, last but one Prime Minister, Mr. V. P.
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Singh ? It is 2 most rediculous suggestion ta
make. It is a sugpestion which must be dis-
missed with conlempt because when we see the
names that are on everybody’s lips, which have
been tliere on our lips for a very, very long lime,
surely, Mr. V. P. Singh had no molives to
instinzte a false prosecution against those peo-
ple. Sir, we would like lo have an assurance now
that the Minister will not interfere with that-
investigation because he says that the investiga-
lion is false and they are in a position lo
wilhdraw it. I wan! an assurance thal Lhe
Government accepls the view that no Minister,
however highly placed he may be, can ever
interfere with the criminal investigation into a
cognisable affence. One of the greatest Judges
in England, Lord Denning, bss ssid thst no
Minister of the Crown cen (ell 3 police const-
8ble how 10 conduct an investigalion, 1o slop an
investigation or to interfere wilth the invesliga-
live process.

Sir, I heard the impassioned spreches that
day. ] understand the loyalry of the Members of
this House 1o the late Prime Minister. I unders-
land the love and affection they bear for him
but if you want Lo stop this investigalion, do it by
methods which are legal and constitutional. 1
am nohody lo advise you, bul if you want
graluitous advice on how ta siop this investiga-
tion, take a political decision, take a palitical
decision of the kind which was taken in
America

President Ford became the President of the
Uniled States afier Nixon went oul of office. It
was an open deal that if Ford became the Presi-
dent, he would first praceed 10 pardon Nixon
and other accused who were all involved in the
Walergale investigalion. It is a constitutional
method of stopping an investigation, but inves-
tigations cannot be swopped . ..

THE MINISTER OF STATE IN THE
MINISTRY OF LAW, JUSTICE AND
COMPANY AFFAIRS (SHRI H. R. BHAR-
DWAJ): Mr. Vice-Chairman, I would like 10
say a few things. He has mentiored my name
and I am entilled 10 clarify my posilion.

SHRI RAM JETHMAILANI : I have no dif-
liculty. If you wanl to inlerrupt me, you are
welcome.

SHRI H R BHARDWAJ: T will have 10
because he is totally misleading the House.

SHRI RAM JETHMALANI : If you wan! to

intermupl now, get up.



