THE INTERIM BUDGET (GENERAL) 2009-10 — Contd.

DR. K. KESHAVA RAQ (/—\ndhra Pradesh): Sir, | rise with all humility, more because my
senior colleague, a learned colleague, whom | have been reading with passion all through my
college days, is trying to find chinks in the armour, the armour which has been felt strong all over
the country if not the world. Well, | know his love for semantics and now for theatrical

presentations.
[THE VICE-CHAIRMAN (PROF. P.J. KURIEN) in the Chair.]

| cannot join his theatrical, but | will, certainly join his rhetoric to put forward my
expressions, not so much to say about “fallacies’, because if he finds facts to be fallacious, that
is left to him. But what | always thought is that the papers that are presented here are the Budget
papers which are presented after great scanning. If you have found chinks in them, | need to go
back to probe, instead of immediately joining issue with you. But | sympathise with the Member
also because they have been given a Budget, but not provided with a chance to speak on the
Departmental demands. You would have then got all the time to speak on the Departments. |
alwvays felt being treated to some kind of economic philosophies here during the Budget
Sessions right from our Sengupta’s Keynsian, classicism to neo-liberalism via Mrs. Brinda's
Marxism reaching pragmatism. | thought vou were trying to discuss some economic
formulations. But if it is about the NHAL, or something like that its Chairman gets a two years or
one year term, or, if it is something like the tenders are given on off-shoot or the shortroute
methods, neither the Minister of Finance, even if he considers himself as a super Minister in the
Government nor a Member here would be able to answer the details of any Department which
functions under various independent Departments, although they get funds from the Ministry of
Finance. Now, because a particular Department gets finances from the Finance Ministry, it does
not make the Budget speak for all those things which go into the implementation part of it.
Therefore, Sir, there is a clash between policy formulation and implementation. So, | would

rather leave it at that.

Sir, 'was really surprised when the hon. Member vas talking about some particular thing. |
would not go into the semantics. One may like to know as he refers whether electricity is
becoming accessible to all or it has heen slipped out in some places. | just don’t know whether
there is much of a difference between its accessihility to all and providing electricity to all. That
means, tomorrow, you may say, provide electricity to my bedroom. And you will say, ‘bedroom
too.” So, this is some kind of a phraseology that you have been using as a Minister and the
Government has been using it. All right. He said that it got slipped out in a particular context. If a
particular tribal unit has slipped out or it is missing, there is a need to re-look or maybe to revisit

the figures when the implementation really takes place.

| do not want to really get into that. But, nonetheless, | only think that these are a few
things which do not add to the debate. Sir, last time, when the Budget was discussed, most

of us expressed our doubts and apprehensions that we were heading towards some kind of a
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stagflation. | had suggested that it might be treated with some kind of economic theories and
you said, ‘then the unemployment rate would go down, investment would go down and the
public sector would suffer.” This was really hothering most of us. Most of us really agreed with
you because of the kind of meltdown to which we were exposed. But there is a need to look
back to ourselves today because the taste of the pudding is in its eating. If the Budget is to
speak about the NHAI or about the tendering methods, etc., leave that apart, let us think of
policy formulations. In an economic situation like this where there are difficult situations, the
Finance Minister, perhaps, to my mind, was thinking of these extraordinary situations, requiring
extraordinary measures. He was referring not only to FRBM, but he was also referring to what
you are now suggesting. Please re-visit, re-design the entire formulations so much so that
tomorrow when you are coming with a full Budget, vou will be ahle to answer these. For
example, | will take up the real strong objection which Mr. Yechury took during the
Supplementary Budget. He did mention some subjects on which the Left had pressed the
Government to take a particular stance or stand. He pointed out three or four things where the
Government faltered and which he felt has cost the country a lot. Just like that, yesterday,
Brindaj was trying to tell us about the FDI. As the Finance Minister has said, the confidence of
the foreign investors has not gone down in spite of all the meltdown of which you are talking
ahout. Monetheless, there are certain sectors, particularly retail sector, to which she referred, on
which most of us, a man like me, would certainty have no objection. It is because, at times,
when your foreign inflows have even fallen down to 20 per cent, | wonders what kind of funds are
we expecting in retail, which is no more an industry but a community-oriented activity? These
are the various issues which | can guote. If we were to go to the Department and speak about it,
we would have easily found fault as to how retail sector would be affected, if the FDI gates were
opened. But on the formulations side, | would take a holistic approach. | would only talk about it
at this particular time, not to speak of the very pertinent questions which Brindaji raised and
which | raised earlier when the Standing Committee was discussing that subject. | am very much
a part of it. When we were discussing it, we all sat together. | said that this cannot happen
because through backdoor entry, a lot of single-branded goods store have already become a
multibranded store. What we said, ‘please do not touch these 2.5 crore people who are
dependent on retailing, which is more a business culture of this country rather than a business
activity.” Now, at that time, when the Standing Committee or even the Committees of this House
were discussing it, we had come up with some kind of a guideline to which you have referred.
But now some kind of an order had come through which we had tried to open the doors. | do not
know what exactly would be the reaction of the House; that is the later part. But why | say this is;
If we were to discuss a subject specific issue, and if it were to be brought directly under a bigger
policy formulation framework, then we would have certainly answered it. Sir, | have great respect

for Shri Arun Shourie. We had really thought that since unemployment was going up and since
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we were discussing the Budget, we would reflect upon the situation. Before | go back to make
my point clear, | totally agree with Shri Arun Shourieji to say that it is not the Budget that we are
discussing, it is perhaps the speech of the hon. Finance Minister. | have also taken it in the same
spirit because, as he says, he has constitutional constraints which prevent him from going in for
a full Budget. Budget here means some kind of a social agenda, some kind of an instrument
through which you would like to answer the entire societal needs. Since that is not coming up
and, in the name of Vote of Account, you would just like to adjust certain figures here and there,
maintaining the earlier balance, with nominal increases or the same thing being continued to
ensure continuum and also to ensure the same level, maybe a bit less or more, are taken
forward — since that is the idea of the “Interim Budget” or the “Vote-on Account”™ — let us not
really make an issue of the figures so much because they are before us. But the management of
economy and the formulations of policy become somewhat tricky in situations like this. That is
where alot of job losses occur and public expenditure not going to sectors where it would be of
help. As you said, 25 per cent of the exports contribute to the GDP. They would go down; but
they had actually gone up. All these require really extraordinary, bold initiatives. The Finance
Minister had said in the last para of his speech about there and had even advised that such and
such thing should be done, and, at the same time, not denying the present Budgetary figures,
the expenditure or allocations which would help employment, through activities like infrastructure
and rural development. This has been taken care of. Whatever it is, | understand that this is the
last Session of the 14th Lok Sabha. It would end, giving 15th Session. Naturally, every Member
would like to bring politics into budgetary debates like this, or the diatribe that vou are indulging;
all that is acceptable. | would like to quote here what Paul Krug had said, “One election will not
make a trend”. The trend has to be a continued one, for a longer time. What we have achieved
during the last five years is something which is really spectacular, but with its own shortcomings,
which need to be revisited. The question, therefore is, not the lack of intention, but the lack of
implementation and a regular monitoring machine. This needs to be looked into. If this trend is
allowed to continue, and | am sure will be allowed by the people to continue, with the same UPA
coming again, all the shortcomings that we have been talking about, not only being talked about
at this particular point of time, but even during the last four years, will certainly be taken note of.
As | have said, many of these are good. | would even like to thank the Left Parties which have
suggested in many an instance things which have helped us — except for reasons better known
to them for why they had withdrawn support on Indo-US Nuclear Deal which had nothing to do
with economics. They had brought too much of politics into it. Monetheless, we welcome the
changes in economic policy that they had been suggesting. This has been the brunt of the entire

speech given by Shri Sitaram Yechury while speaking on the Resolution thanking the President. |
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am only trying to respond to that and agree that it is not giving the “devil its due” but it is the
“angel acknowledged”. Let us all agree today that many of the suggestions that the Left friends
have given have helped not only this party but also the country to ward off many pitfalls into
which it would have otherwise fallen. Sir, | wish to refer to the apprehensions that you have
raised, the figures that vou have doubted and the figures laid on the Table. In this connection, let
us take pride in one thing. Whatever he our political stance, here or there and whatever be the
political rhetoric and doubts let not the man in the street be victimised through our demoralised
rhetoric. The Indian economy is robust, its buoyancy is really great and we are great in many
aspects. The very fact that at a time when the entire West is saying that it is melting down, we
have maintained /7 per cent growth rate. The Finance Minister says today on the floor of the
House that it will be maintained at 7 per cent. It is such a pride. It was © per cent for the last four
vears. Monetheless, at a time when every economy is falling, getting shattered, maintaining 7 per
cent growth is not because of any measure that we have taken this year but because of
continuous measures that we have been taking for the last four years. You were talking about
liberalisation. But whenever we needed some kind of a social control, over such liberalisation we
had indulged in. These things have taken us from ideological regimantation to what today is
pragmatism. We looked into the area it has served. As | said, the taste of the pudding is in its
eating. Today when you look back to what has happened to this country, what is available in this
country, you would all agree, the achievement and record of this country as far as economy is
concerned, is appreciable. It cannot be studied isolated from that of our social life, that of social
stratification, that of a socio democratic evolution and that of social imbalances. We all know
that India’s economy is the third largest today in Asia. We were growing at 9.1 per cent for the
last four vears. | am not trying to talk immediately about this year alone. Because of economic
meltdown we have really come down. But even with 7 per cent growth, we are next to China.
Therefore, there is no scope, according to me, for despair or reversal in the strength of our
economy. In sixty years of our Independence there has never been a reversal, although there
were shortcomings during the sixty years of Independence. There might have been many
fluctuations in the investments and savings rate, but never a complete reversal. Sir, | come to
other concerns as reflected in the Presidential debate because during that debate every number
was trying to talk about the economy of this country, in context of the meltdown. Nobody really
took up other issues. So, | am really referring to them. MNobody denies the fact that global
economy impacts us. Although Mr. Arun Shourie, says that we said that ‘it will not affect us,’ |
don’t think anybody has said that global meltdown or slowdown will not affect India. What all that
we said is, it will not impact us as much as you fear because our fundamentals are good. It is not
that Japanese, Brazilian or Mexican fundamentals, that we are referring to, are not good. But

they have really started shaking in their own shoes as compared to us. Their economy has gone
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down to 3.2 per cent but we are at 7 per cent. That is why our fundamentals are good. When we
use the word “fundamental’, it is only to say that our base institutional response is quick, our
response to other needs and economics is comprehensive. Now, again, we must agree that
ours is a consumption and demand-oriented economy. | am referring to Mr. Yechury who said
very strongly pleaded how we might go down tomorrow because the way the speculation and all
other forward trading activities were going on. But, let me say that we join issue with him and say
that our economy is consumer demand-oriented, and as he himself agrees, we have the
demographic dividend on our side with 46 per cent of the population being less than 25 years of
age. YWe have the advantage of young manpower. If the Government goes out all the way to
invest in its public expenditure goals in the employment-oriented sectors, that would alley his
fears. That is what exactly is said the entire thing in both, the Vote on Account and also the last
2-3 paragraphs where future guideline is given to the Ministry of Finance. That is how | am
looking into the entire papers that are presented. You have said, “It is not a Budget; not even an
Interim Budget.”. | know it could be what we have done, what we have achieved give us pride,
why should not we be proud of them. You have referred to the promises that have not been
fulfilled. But, the moment you said, “promises not fulfilled”, | was recollecting the promises that
we made. | know the promises that we made four years back when we came to power. One was
that we would maintain a growth rate of 7-8 per cent per year. Can anybody tell me that we have
not maintained this? | am referring to only five promises to which the Minister referred. Then, the
second promise was providing universal access to quality basic education and health. Then,
again, you will say access is not fulfilment. The access to education is not that we thrust it in the
threat of a pupil, but vou have to develop his interest in education. Tell me if there are any
shortcomings in this. Our investment in knowledge has grown by 300 per cent in 2000 as
compared to 2004. Only yesterday, we have passed a Bill for 15 new Central universities. Ve
have eight new [ITs coming up. Then, we have Sarva Shiksha Abhivan, the Mid-Day Meal
Scheme, and our new projects in education. These should be taken note of. | think, perhaps,
the Bill on universal access and right to education is coming tomorrow and that will also be
passed. Then, our other promise was to generate gainful employment and promote investment.
Investments have really gone up by 78 per cent. It is true that during this meltdown, they have
slowed down. They have shown some kind of lack in strength. But, at the same time, they show
buoyancy as far as investments are concemed. But, this is another matter. Mrs. Brinda Karat
and Mr. Yechury are my friends by the Left. They might say that it must also have some kind of
direction. This is why exactly we need to revisit and redesign few things when we find that it is
affecting the economy. Sir, the third thing is assuring hundred days’ employment. Mow, you
have brought the figures of the CAG. The CAG is a man who deals with the figures. | deal with

the vision, It is not the vision of the figures. Itis the vision of tomorrow’s economy, the people. It
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is quite possible that hundred days may fall to six per cent because it could be 99 days. Let the
statistics not become static tricks. The figure of 6 per cent had really shocked me, because only
two days back, the Minister was giving different figures. He said that it was 36 per cent in few
places. | have not counted the average. But, it is coming to somewhere 36 per cent, that is, for
hundred days. One point which Mr. Arun Shourie certainly agrees, the moment | am exposed to
a benefit, if | do not take its advantage the next day, do not think | am denied of it; but | don’t
need it. It is quite possible where | am working with vou for hundred days for Rs. 60-100, in a
rainy season, | can go and work anywhere else. If a man is already exposed to the benefits,
then, he is not there not because he do not know it, and it does not mean that he is denied.
Coming to focus on agriculture, after all this vears, the 2.4 per cent lacklustre growth has today
reached 4.0 per cent, although Sharad Pawarji says that it would reach 4.5 per cent. Whether it
is 4.5 or 4.0 it is significant, Sir, agriculture is core of our economy, without which we have no

economy.

Sir, coming to fiscal consolidation and reforms, | would like to speak on the point raised
about fiscal consolidation and fiscal mismanagement. Sir, give me one example in this country
during the last five vears, or, at least, during the last one year, when vou had this meltdown felt
severely; where any bank has tried to close down or pull down its shutters because of lack of
funds. Give me one example where any bank wanted you to guarantee their funds or guarantee
their loans. Give me one example where the banks wanted the Government associated funds like
the bailouts in the US; the Citibank bailout running into bilion dollars. VWhen our financial
institutions are insulated from such melt down, how can you say that we have mismanaged the

financial institutions or financial issues?

Short scrips or the stock-exchange bites, all these would tell us that neither have we
faultered nor have we gone astray in this field. | have got some figures. He referred to the share
market. Sir, although our, markets have been taking a beating, and there is no doubt about it,
vet, there have been no restrictions in short selling in equity market. Mr. Chandrasekhar Saheb
will tell me if it is not there. There was no halting on trading in the market on any day. Please
contrast it with what is happening worldwide. So, at this time, you have all this with you, you
have the banks intact, and, you have the markets intact. | am not saving that they are as strong
as you want them to be, but | want you to look at them in context of what exactly is happening
around. | can understand criticism. But this kind of cynicism makes even the father of cynicism,

‘Danish’ hang his head in shame.

| am trying to talk to you not because of politics; but the economics. A country like ours with
this kind of buovancy, when it is going ahead and trying to face all kinds of onslaughts from all
around and must be hailed, as per the figures given by you when, from the expected 100 per
cent, it has come down to 82 per cent in these odd days against all those odds, we must rather

try to take pride and see that if necessary we revisit those figures. It calls not only a mid course
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correction but asks for a thorough, drastic and bold redesigning of things, and, that is what we

talked about when we said, “extraordinary situation requires extraordinary things.”

Sir, this is what | wanted to mention with reference to that particular issue. VWhether you call
it Budget or Vote-on-Accounts or whatever phrases or semantics you indulge in, | will not go
into it. | would like to conclude by saying that one thing is sure that it has done better than what,
at least, we expected. The moment we talked about the Constitutional constraints and that the
figures would come out like this only and they would be readjusted with the incremental cases.
But, we do not dare enough to speak about the sectors which needed the attention of the

Finance Minister.

Today, we are seeing a number of programmes like NREGP, programme of infrastructure,
programmes of roads and textiles etc. Firstly, all these are labour oriented. Even if the exports
are going down, the two per cent subsidy is given, and, when we talk about agriculture, still the
agriculture project is being taken into note even during the Vote-on-Account. And, funds are
being given to them not to speak of the debt waiver that we have given, not to speak of the
25 per cent Vikas Programmes that we have given, not to speak of the Rs. 13,000 that we
have given for offset suicides, not to speak of the Rs. 10,000 crores that we had already given for
13 States for special plans. Yet, we have provided many more things to double what is known as
live-wire of agriculture, that is, the agriculture credit. When the agriculture credit had been
doubled for the next one year, that means we have taken care of needs till the new Finance
Minister is in place and is able to take necessary action. And, that is why, whether Sharad
Pawarj says 4.5 or not, based on these allocations, based on these funds, we today feel that
agriculture growth would be somewhere near 4 per cent. That should give us satisfaction, Sir,
the kind of funds that we are giving, | am trying to talk because how these one given, the kind of
funds we are giving for irrigation, road connectivity, IT, Textiles, are the productive policy
matters. | don’t want to give more reasons. | am only trying to talk about the total gamut policy
formulation. The items in a VYote on Account which are included are only to see that we stem the
kind of the slow down, the kind of the economic shattering. That is how in gpite of this heing a
Vote on Account, it still took note of the issues that should sustain us some more time and also
guide the future Finance Minister. And, | tell you this with the proud achievement that we have
made. Somebody was referring to you like someone said “we can’. And that everybody shouted
back saying “we can’ for a change. We said ‘we can.” | say that we have already said that we
could and we did. So, let us not get hack to say ‘we can’. We have already done and we will

continue to do. Thank you, Sir.

SHRIK. CHANDRAM PILLAI (Kerala): Thank you, Sir, for giving me this opportunity. At the
outset, after keenly following the announcements of the Finance Minister yesterday in the other
House, | want to say that this Interim Budget proposals, inclusive of the recent announcements
of yesterday, clearly show the insensitivity of the Government towards the vast majority of people

in this country. Why am | saying this? There is a trend in the Government circles to delay the
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reality in our real economy now. The need actually is to address that. Yesterday's
announcements for °J” class passengers, restaurant people and consumer durables, | am not
denying them. But how much the ordinary people are going to benefit out of that? Focussing on
employment, on the price rise issue, what this Government has actually extended through these
measures? | can say the real happening in the employment sector of this country is very, very
pathetic. Take one after another in our industry sector. Say, textile or handicrafts or traditional
industries, in all these sectors, massive unemployment is occurring. Our Labour Ministry comes
out with a study which is saying ‘six lakh jobs only hitherto scrapped out’. But actually the
situation is very serious. This is happening because of our export-oriented strategy for the last
some decades. Mow, it is completely in a setback position. Maturally, recession means an
economy is leading to a situation where the demand is in a crunch. Raising demand and
enhancing the people in terms of purchasing power is the real issue, and that is not addressed
by this Government. That is the point number one | want to make here. Further, on prices, focus
on the guestion of grains. Where does our PDS stand? The Government is celebrating piling up
of stocks of food grains. That is a good thing. But what is the real situation of the people on the
ground? The structure of the PDS is totally demolished by this Government. In the APL
category, the off-take is reduced to 73 per cent. Kerala is the worst affected State. | can say it
from my own experience. Allowing people to purchase grain for their daily need at an affordable
price, is a guestion where the Government has not extended any measure, not even a single

measure.

In the area of unemployment, actually, now we have to look into our domestic
market expansion. Since the export setback is going to continue for some more time,
our Finance Minister rightly said the real impact of recession is not unfolded vet. Correct.
But hitherto available symptoms are a lesson for us. You have to involve and engage with
that.

| do not know whether the Government is aware of the suicides taking place in Gujarat.
Jewel polishing workers are committing suicide because of this kind of situation. In Mamakkal,
Tamil MNadu, workers are selling kidney to survive. In Tirupur, 60,000 people are out of job
because of non-protection from closures. In Moradabad, a good number of handicapped
workers are now jobless. So, the need is demand creation within the country and relief to the
people who are out of job. Even the remuneration of the retained workers has gone down. It is
sharply cut. What | am saying is, to enhance the purchasing power of the people and to create a
better demand in the economy, we need to give boost to the economy which is at the
crossroads. It is not a serious matter and concern for the Government, it appears. It is a very

sorrowful state of affairs.

Another thing | want to say is this. Yesterday, the Minister said, ‘empowerment of women a
mission or a new programme.” What we did so far to that sector is that we really disempowered

our entire women folk by denying them proper representation even in Parliament or other bodies.
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After disempowering women in fofo for decades and, even till now, not wiling to take it up

properly, what are we talking about? What is it ? It is a clear mockery.
Another thing which | want to know is this.

THE VICE-CHAIRMAM (PROF. P.J. KURIEM): Don’t you know Brindaji can represent all

women?

SHRI K. CHANDRAM PILLAI: Sir, | am focussing on a real question which demands urgent
attention. Today, Obama made another speech. | want to cite that example for the purpose of
Government. Today, too, Obama declared further stimulus package there. VWhich are the
sectors? One is job creation. QOther is public health. And the other one is education. Cur
Government’s stimulus package is very, very low. As rightly said by Arun Shouriej, it is too late,

too little.

The FRBM is a pointer always in discussion. According to the Budget Speech, we are now
revising our estimate of fiscal deficit to six per cent which was anticipated as 2.5 per cent. For
the next vear, we are again expecting 5.5 per cent. | think it will go further. | am not worried
about it. In this kind of situation, it is the responsibility of the Government to act according to the
necessity of the economy and its people. In such a situation, instead of vesterday's
announcement, focus should be on infrastructure. In infrastructure, we have some programmes
now, mainly through PPP route. | am not that enthusiastic about that route. Viability and gap
funding is the main tool in that. Our infrastructure focus should go to the agrarian sector of this
country where the Government can invest massive funds irrespective of the FRBM which we
already practically bypassed. So, massive investment is the question now. Which are the other
countries which are doing that? What is China showing now ? They are spending seven per cent
of their GDP consecutively for two years on infrastructure and public health. YWhat we did so far?
Less than one per cent of our GDP! That is not correct. So, we are now in an extraordinary
situation. That demands exiraordinary actions which are lacking by this Government. | don’t
think the people of this country are going to spare the UPA or the Congress Party for this

inaction.

Sir, it is very interesting to go through certain documents now available. The recent Human
Development Report by the United Mations listed India at 128th position among 177 countries.
That shows the divide. education Further, among the top richest individuals in the world, four are
from India; only two are from Japan. Their per capita income is fifty times higher than India’s. It
shows, how our corporate people are gathering money through various means and the police

are encouraging them. This divide is a question to be addressed.

Sir, | am suggesting a special package for textile industry. Yet another point | want to cite
is, overseas employment and our people who are working abroad. Massive return is happening
now. The worst affected State is Kerala. And, thousands and lakhs are coming back to India. A
good chunk of it is from Kerala. For this particular phenomenon, what is the reply of the

Government? Whether the Government is aware or concerned about it. Is there any package for
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their rehabilitation, reemployment, subsistence and revival? Government is not taking any
measure. Kerala is a State which is affected severely because of multiple reasons. Cash crop
prices are coming down; overseas employment is drastically getting down; Government
revenues are coming down. In the area of economic federalism where the States are now
affected severely because of the meltdown, what innovative measures are suggested by this
Government to help the States in terms of financial ability? Nothing is coming out. So, that area

is to be addressed properly.

Another thing | want to speak on is the real situation of each and every State in the
background of the recent developments in the economic situation. And, it is to be done urgently.
Otherwise, they may not be able to carry out their responsibilities in terms of welfare measures,
not only the new ones, but also the running ones cannot be pulled further. That is the situation
which these States are facing. | am speaking about the real situation of Kerala. In the recent
Budget in Kerala, as an alternative measure, massive investment in infrastructure is proposed
and new welfare measures are also initiated. To carry out such things in a successful fashion in
the democratic set-up, in the federal system, we have to see the real pains of the States. That is
also a point to be taken seriously. Another thing | want to speak on is infrastructure itself and job
creation. Now, we have some experience of the MNational Rural Employment Scheme and as a
programme, it has benefited a lot. | am not undermining the shortcomings that have happened.
They can be rectified in future also. But a massive expansion in terms of spreading that to the
entire country, all districts, irrespective of rural and urban areas, is a wvery important thing.
Another thing is that the number of work days can also be enhanced. An underdeveloped
country can carry out immense new programmes in the rural infrastructure development where
we can accommodate all these jobless people, and the remuneration should also be enhanced.
Enhancement of remuneration will directly contribute to the enhancement of the purchasing
power of the people thereby to create a demand, thereby to hoost the economy that much. So,
in the employment generation, one focus is infrastructure, and instead of suggesting a direct
investment by the Government and a massive expansion, there is a need for universalization of
the Mational Rural Employment Guarantee scheme. With these words, | conclude. Thank you

very much.

3ft qorEuT AR (STR F&9): STRTHREART ST, ST fa i gote U9 i T g, 30 N i
7% o &1 wWifea = ga g1 i off foh orrar o foF H 989 991 T WER HT TG I F1
ST 3R g4 e v ol Hae 31 ofl a2 a1 el v b yr1 9sie 1 aify o1 iR Sl Al a6l
G G ST S a1few off, 9 39 99ic 7 Fel T2 21 R, § 9 @150 & 39 e F
i B § o I &1 21 &l [ il 3ol aR HEH & d1e], @d &, Sd] defe |
IHHY TE TRA qoic AT T €1 Hig A1 I 21 =f w1ea w1 awon 7fe &9 o, 91w
Si ol R 991, Sud fad 9= &1 99 w99 o oo AR Faife s v ok 3ah
31U d 31T doie U1 Hil, 84 31 W I8 AR g1 71 Srom arEd, § 3@ g9 9 ¥
HEHA €1 UL, 1ol 09 A & Tob gl ereferawert &1 Sl HdioH 81 8 2l 9ol & 4y 9 o)
TG &0d! el €, Tfc 89 ST6T awrd € a1 83 & | 24 "1eT &1 ’1e] ol 3171 &1 918 98
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g a2 81 1 49 3R 2007-08 H SWNI 9@ g¥ o2l 0.3 widerd ofl, 3ol a8 aeay
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SHRI N. K. SINGH (Bihar): Mr. Vice-Chairman, Sir, | know that at this stage not much play
is left, not much room for manoeuvre can be sought and the Finance Minister has played all his
cards out. In a spirit of trying to make some constructive suggestions, which may be of some
relevance to the Ministry of Finance in further fine tuning their policies in the course of the next
three months as we move towards to see the contours of a new Budget by a new Government,

let me make a few ohservations. | will make five observations.

The first relates to macro asymmetries. | don’t want to go into the issues of policy or fiscal
profligacy because, | think, it has been dealt with by other speakers. | do wish to say that clearly
conventional economics has been turned upside down. Certainly, fiscal profligacy, high current
account deficit, sowing seeds of incipient inflation, etc., are not dirty words any more. While we
quite understand that exceptional situation demands exceptional actions, if you take off-Budget
items into account, if you reckon with the off-Budget items, the fiscal deficit this year, by the

Government’s own admission, will dearly be in the region of 12-13 per cent. That incipient seeds
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have been sown for inflationary pressures to build up, even though inflation may not be currently
a worry. Therefore, we need to make sure that the Finance Ministry has a path of returning to
reasonableness, to the path of some degree of fiscal responsibility. | also agree that, considering
the large borrowings which fiscal-1, stimulus fiscal-2 and now fiscal-3 entail, these large
borrowings will, to some extent, push up the cost of borrowing and mop up the kind of liquidity
which has been eased up by a reduction in CRR and SLR, and by areduction in the rates of repo
and reverse repo. So, | think, there is a need to reconsider how these large borrowings are to be
accommodated along with the objective of continued credit availability at costs which are
affordable. On affordahility of costs, | agree with that old maxim that you can take a horse to the
water, but you can’t make it drink. You have improved the liquidity of the banks, but the bank
lending remains frozen and the cost of lending is unduly influenced by risk perceptions on what
the risk of further lending is. How does the Ministry of Finance intend to manage these macro
asymmetries, returning to the path of some degree of fiscal rectitude, ensuring that the
increased availability of liquidity is made available to the actual consumers, really reducing the
cost of credit? Access to external flows is really something which should be accelerated and
further the overall management of the balance of payments is something which is consistent with
the framework of macro economic stability. These are not easy asymmetries to reconcile and
this represents really a serious macro economic challenge for the Finance Ministry even in the

very short run.

My second point is, the Minister of Finance in vesterday’s presentation, has given the
States 0.5 per cent leeway in terms of the kind of excess which they can do them under the
Fiscal Responsibility Act. | do believe that right now the ability of States to make guick
disbursements is far greater than the ability of the Central Government. And, therefore, the
headroom for the States to undertake this kind of a quick change in expenditure pattems; create
gainful employment; undertake economic activity, is significantly higher than what it is in the
Central Government. Therefore, this 0.5 per cent should be increased to 1 per cent of the GDP
under the State Fiscal Responsibility Act. Further, Sir, in terms of the fact that the States have
been burdened with the Sixth Pay Commission — Rs. 40,000 crore giveaway on revenues by
way of fiscal stimulus-1and 2 which you did and another Rs. 30,000 crores which you did — this
Rs. 70,000 crores of giveaways and other kind of decline in revenue bhuoyancy, would
significantly reduce the volume of taxes which are available to the States, which will put further
pressure on State Governments in trying to meet the fiscal responsibility target. My second
suggestion is to encourage State level fiscal stimulus package by accommodating the States
which are in a better position to be able to quickly utilise funds to have quicker disbursements
and to create more jobs, in a shorter period of time. Gainful services of higher employment,
higher economic activity and higher quality job creation. And there should be no politics being
played in the devolution of these funds. |, en passe, would like to mention the fact that many

State Government proposals are remaining mired in the bureaucracy of different Ministries. |
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would refer, for instance, to the fact that the two ambitious packages which were given for
rehabilitation of the flood affected victims of Bihar, the victims of the ravages of this year’s Kosi
flood and last year's also, which many of my colleagues have alluded to in the earlier part of the
discussion. That is something which can he revisited, that is something which can give
immediate relief, that is something which can create immediate gainful employment. My first
point therefore was about macro stability, Really if it is carried to its logical conclusion, would
imply a further reduction in repo rates, reverse repo rates, CRR and SLR and signalling the
bhanks for reduction of interest rates. My second point related to State level fiscal stimulus
package which can really assist the Ministry of Finance in creating the kind of gainful activity. My
third important point, rather a question, is: How relevant is the fiscal stimulus for a country and
an economy like ours? | would like to just allude to the fact that from the data which has been
provided to usin reply to various questions in Rajya Sabha, over Rs. 4,00,000 crores are locked
up in public outlay projects. Out of 909 infrastructure projects worth Rs. 4,18,000 crores, 346
projects are running behind time. There are serious cost and time overruns leading to Rs. 35,000
crores. It is a telling story that in the Central sector alone, out of 516 Central sector projects, 207
projects are really running behind time. That in the NHDP-1, only 49 per cent of the laning has
bheen completed; in the case of NHDP-2, 51 per cent and in the case of NHDP -3, only @ per cent
of the BOT contracts have been given. | can go on. Similar is the story of what is happening to
the Indira Vikas Yojana and so many other related things. | can go on, Sir, to allude to the fact
that in the Jawaharlal Nehru Urban Renewal Mission, only 50 per cent of the money allocated
has been spent so far. My basic point is that clearly the absomtive capacity of the economy, to
be able to absorb large doses of public outlays, is shrinking since large value projects are
running behind schedule. So, what can the Ministry of Finance do under the present
circumstances? | think they can do several things. Firstly, the least | would have expected from
the Ministry of Finance and from the Finance Minister, in his Budget speech, was to come up
with some proposals, which can speed up project implementation, to utilise the money which is
already embedded in the system. The second is, it should be able to simplify disbursement
procedures, by working out with the CAG some way in which for the next three months, or, for
the next one year, you simplify the processes, you simplify the procedures in which the money,
which is already locked into the system, can begin to have its gainful multiplier effect on the
economy. So, | think, the value of any stimulus is how quickly and how gainfully we can utilise
the money which is locked in. My third point is that a combination of monetary and fiscal policy
would need sectoral policy adjustments. If you want to really begin to kick-start the economy,
certain sectors deserve gpecial packages. An allusion had heen made to what has heen done for
exports; vou should have a special package for exports, a special package for housing, etc.
Sector-gpecific package is something which the Ministry of Finance can consider even in

the course of the next three months. My final point is that global outlook continues to remain
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uncertain. The future expectations remain very bleak. There are no definite estimates of when we
expect an upturn of the global economy, and to the extent that we are somewhat integrated with
the global economy, and even if we wish to begin to decoupling ourselves — though decoupling
is a fallacy — it will mean that consumption in this country would need to he boosted very
significantly. And whether it can be done in terms of a slow economy with slow per capita
income and slow growth of the overall GDP is something which is questionable. MNonetheless,
we need to move beyond monetary and fiscal policy to undertake some considerations of
structural policies in relation to the agricultural sector. We had talked about agriculture in
rhetoric. But the genuine truth is that agriculture reforms still remain stalled. How to create
manufacturing hubs which can create gainful employment? The example, which West Bengal
has experienced, is a more important issue of how to have a credible policy on R and R which
can have a different kind of land utilisation pattern, which can genuinely foster manufacturing
hubs, the kind of other laws with which we are saddled with, say, the urbanisation laws, or, the
laws relating to labour needs review. In the long run, if you want to stimulate consumption, we
will have to look to some of these areas in which we have neglected action and on which | realise
that nothing dramatic can happen in the next three months. Governments come and go, hut the
economy is continual. The Governments, which really fail to act in time, cannot pull rabbits out of
the hat in times of crisis. Nonetheless, even Governments, like this, looking at the continuity of
action, can take into consideration the four or five practical steps which | have brought before
you and which | have mentioned for the consideration of the hon. Finance Minister. | do helieve
that even in the last few months, in the run-up to the elections, we can give some impetus and
some start to the flagging growth momentum and arrest the steep decline which we are

perceiving in multiple directions. Thank vou.

DR. BIMAL JALAN (Nominated): Thank you very much, Sir, for giving me this
opportunity.

| have had the great privilege of working with the present Finance Minister 27 years ago,
when he first became the Finance Minister. | was, in the Ministry of Finance, involved in several
Budgets with him and subsequently, with a numbher of other Finance Ministers. | was just
thinking what | should be talking about. Obviously, | would not want to make any party political
points, sitting in this bench; whatever | have to say should be non-party. So, | can assure the

Finance Minister that whatever | say is not a criticism of his Budget or this Budget.

Sir, all of us have been involved, in some way or the other, either as spectators or directly,
with a very large number of Budgets. Some budgets have succeeded and some have failed.
Some have just passed through. | just wish to make a few points about the Budget process. The
first important point is that somehow — and this is from the long-run point of view — we have to
extricate ourselves from regarding the Budget as an event. The most important point that we

should remember is that the Budget is annual. This is an Interim Budget; we are talking about
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four months. YWhen we have an annual Budget, there are issues that we are dealing with. There
are some short-term issues, stimulus and so on, which | shall talk about. But most of the issues
are long-term — the long-term issues of poverty alleviation; the long term issues of inclusive
growth that all of us agree on; the long-term issues of low inflation that all of us agree on; the
long-term issues of providing employment opportunities and delivering benefits and services to
people. Everybody agrees on that; it does not belong to this side or that. So, these are long-
term issues. And the Annual Budget should be the occasion to examine, to hold the Government
accountable, and to see whether it was able to perform or not. But, unfortunately, every vear,
what we look for in a Budget is, some headline. We demand that some rates should be
increased or be dropped. Otherwise, it becomes a non-event. Most media headlines have said
that this Budget is a non-event because it is an Interim Budge. Even the Finance Minister was
apologetic — if | may use the word — when he said that it was only an Interim Budget and that
he was sorry that he could not do what he would have wanted to do. But what he would have

done is, raise some rates, lower some rates, and so on and so forth.

So, Sir, my first suggestion to whichever Government comes to power, whether from this
side or that side or central, and whenever it comes to power, is to see if it is possible for us to
have a long-term fiscal policy that would provide along-term vision of what the direct tax system
is and what the indirect tax system is. And until there is a necessity, we should try and not make
any fiscal changes in the Budget after a period of time. It may take three to four years. We need
tax reforms very badly, not in terms of the rates, but in terms of simplifying and making the tax
system
taxpayer-friendly. Today, if you look at direct taxes, the whole system is so complex. “You have
surtax; vou have surcharge; you have fringe benefit tax; you have tax deducted at source, and
many other things, that nobody understands. MNobody can file his or her own tax return by
himself or by herself. You need some tax advisors. Thus, there are hundreds of taxes on
different items. So, my first suggestion is, let us have a long-term fiscal policy that would make
sure that all the subsequent budgets, after two or three years, of the next Governments, are
non-events. Give us an opportunity to consider what we have been able to achieve in terms of

the larger goals that all of us agree on by Government spending.

Sir, the second point is that there is no accountability at all in terms of budgets. This is,
again, not a party political issue. There is no accountability. We just hear that Revised
Expenditure could be high or it could be low. It may differ. Ministries may spend, Ministries may
not spend. They can spend whatever they want to; they may not spend what they don’t want to
and they can do anything they want. So, there is no accountability for the Budget. Part of the
problem is that there is no transparency in terms of expenditure. Here, | have a suggestion for
the next Govemment, whichever it is, and particularly for the present Finance Minister. If

possible, we have to have, with today’s technological developments, some mechanism. The
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United States, for example, has just last year adopted something called Federal Funding
Accountability and Transparency Act, which had bipartisan support in the entire Senate, the
entire House. Let me repeat, it is called the Federal Funding Accountability and Transparency

Act.
[MR. DEPUTY CHAIRMAN in the Chair |

What does it do? Just as vou check which films are on and which films are not, and book
your ticket, each citizen can hold the Federal Government accountable. They can see which
Ministry has spent how much, on any day, whatever contracts have been given, whatever has
been given, whatever has not been spent, would come instantaneously to the public’s notice,
Why don’t you introduce this? We have done the Right to Information Act. This is another thing.
As part of that Act that we use a Website, we have a data base for each Ministry, each day, to
update it, at the end of the day. | mean, today you are all the time updating everything else in
advertisements on your Websites, what policy, what great work we have done. But why not
simply give the figures in terms of transparency and accountability of what we have spent, what
we had done, what contracts we have issued? | mean, it is not because vou have not done the
right thing, but, let evervbody compete. All the citizens, all the NGOs should have access to it.

So, |'would suggest that, Sir, for your consideration.

Mow, Sir, let me tum to two or three other issues, which is, what is the problem that we
face. You see, on the plus side, let us accept that India has a great opportunity today. Our
savings rates are high; our investment rates are high, our halance of payments, after long time,
after 40-50 years of having problems, is today at a point where you say, “we have surpluses, we
can do what we want’. So, the balance of payments is not a problem, capital is not a problem.
So, what is the problem? The problem, one, is the increasing, what you may call, disparities
hetween what the private sector and the corporates do and what the Government can do.
Today, we have a situation where we are all very proud of our billionaires. The assets of 20
hillionaires are equal to 300 million Indian poor, or, according to Arjun, probably, it is equal to /0
per cent of the poor. Now, is this the country that we want with so much of assets that we
have? And, how do you correct that? You cannot correct it, unless the Government functions, it
is not a party failure, it is a systemic failure. VWe heard about State-Centre. | can tell vou, Sir,
from my own experience that there is no decision which any Government can make without
involving 10 Central Ministries, except the Budget, which is made by the Finance Ministry, which
is supposed to be secret. But, if you want to spend, if you want to do anything, you will have to
go to a large number of Ministries. What is the problem with power projects? If vou look at the
earlier Government’s record, it is no better than this Government’s record, or, even the previous
Government’s record, or, you look back 20 vears or 30 vears. YWe have lots of projects, lots of
things. But the Ministry of Power does not have the exclusive power of implementing those

projects. | am not defending the Ministry. | am simply saying that it does not have the power.
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3.00 p.m.

What happens? The supply of material is from the BHEL. There is Steel Ministry for steel supply.
There are State Governments for transmission. There is some Ministry for land. There is some
State Government for something. So, why don’t we, Sir, for each vital area, hold one Ministry

accountable, one Ministry responsible for implementing the projects which have been given to
it?

The other problem which we have, Sir, is, again, a to-and-fro policy. Somelimes we are
here; sometimes we are there, and part of the problem of 2008, Sir, if | may submit to you, is
precisely this. We don’t have a consistent macro economic vision of where we want to be, what
we want to do, but, we are doing it. Sometimes we want appreciation. Take 2007. There was a
period when we were appreciating; there was a period when we were depreciating; there was a
period when we were releasing the foreign exchange; there was a period when we were buying
foreign exchange. Today, vou ask, what is the FDI Policy? | have been involved in all this in the
Past. | am reading papers everyday now. But, if somebody asks me to say, ‘is this the FDI
Policy, | will say, ‘I will have to check.” You can read the press note 2, press note 3; vou can
read press note 5, but you would not know. So, Sir, there are a large number of spokespersons
on any policy. What is the SEZ Policy? One person would say this, the other person would say
that, one official spokesperson would say “yes or no”, one would say ‘likely’, what is the view of
this, what is the view of that. So, Sir, this is a major challenge for whichever Government is in
power, this is a challenge for us to avoid toing froing too many spokespersons from the
Government. It is not the guestion of RBI and Government. You know. If you go back to the
record, you would see RBI saying, “will do what is necessary’, Government saying, ‘the interest
rates should be reduced, we are worried about inflation’, this toing and froing | can give
hundreds of instances saying we do something and we do not do something, we go here, go

there, because we do not have a consistent framework of policy.

| know, the time is short, | should not take much of vour time. This toing and froing, over-
exuberance of 2007/ is another big problem, ‘India has arrived, India is rising, India is shining,
India is great, India is incredible’ despite the fact that on all indices of human development, we
are not doing enough. But, ‘we have arrived, we have done wonderful, wonderful’. About a
hundred per cent return, | have talked about it here in this House that you cannot sustain
hundred per cent rate of return. If you have to throw some sand in the wheels of policy of capital
flow, you have to do it. You have to spend the money and implement the project. You cannot
simply say that we are great and go to sleep. The overexuberance cannot last. It is doomed, it is

going to be followed by bust.

Lastly, Sir, what can be done and what should be done? My suggestion to the present
Finance Minister, whom all of us respect, including my friend, Arun Shourie who said that if he

had been the Finance Minister, we would be much better off today, | would not go to that point
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because, | think, we have had very good Finance Ministers. You talked about Budget
expenditure, on capital expenditure being lower than what it is, some revised estimates being
lower. The critical issue is implementation of the capital expenditure by Government in the next
six months, | would say. The elections should not come in the picture. If necessary, you can
pass whatever resolution is necessary. Empower the different Ministries at the administrative
level to take decisions on projects that have been approved. Make separate Ministry responsible
and if you can adopt that website where you would say that this is the capital expenditure, that
my target is to double the capital expenditure in the next six months over what it was in the
previous six months, and it can be done provided you hold one Ministry responsible. You give it
entirely to one Ministry at the administrative level and you lay down whatever rules you want to.
That is implementation and put it on the website of each Ministry like Power, Health, Education,
whichever, whether it is implemented or not, on capital expenditure and not revenue

expenditure. That can take its own course.

In the next six months, | would say this is the biggest priority. It is not the excise tax, not the
tax reform. You can do all that later on. But let us concentrate on implementation of capital
expenditure programme. | am sorry to say, it cannot be done unless we are willing to make some
changes in the way we implement projects. It can be the Centre, it can be the States, it can be
districts. But, philosophy is not going to help. What is going to help is that the person who is
responsible for power projects, you nominate a person, give him all the powers, implement it; if
he needs coal, if he does not get it from the Coal Ministry, let him import. If he needs steel, if he
cannot get it from the Steel Ministry, let him import. If he needs BHEL machines, if he cannot get
it, let him import. You give him full power and you create an accountability framework whereby
everyday or every week, there would be a report on the website that this has been done, this
project has been approved or not. But you cannot, simply by issuing what you might call fafwa

or imploring action, you one not going to get it.

So, my suggestion to the hon. Finance Minister, before he leaves the town day after
tomorrow, tomorrow you convene a Cabinet Meeting and say that for these 20 projects which
are important for the country, in the next four months, the responsibility is with hMr.X of this
Ministry, Mr.¥ of that Ministry and so on and so forth. Do not create committees or group of
Ministers. You just say that these are the projects | have approved. Please get it done. If our
suppliers, implementers, providers cannot provide it, then he or she should be able to import, he
or she should he able to buy it from the private sector, he or she should be able to do whatever
is necessary. Yhy is that the power projects in private sector regime, they are all full? | need not
tell you. The power projects, the refinery projects of the 20 hillionaires, they are all implemented.
But the billionaire of bilionaires which is the Government, you have 50 per cent shortfall. Why?
There is no lack of will, there is no lack of money, and there is no lack of authority. So, Sir,
you are a sovereign, please use these next six months to give the country what it needs. Thank

you.
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