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THE MINISTER OF HOME AFFAIRS 

(SHRI S B CHAVAN): Sir, we propose to 

announce tomorrow. 

THE VICE-CHAIRMAN (PROF. 

CHANDRESH P. THAKUR): That is very 

welcome. Now the question is:— 

"That the Bill be'passed" 

The motion was adopted 

THE     VICE-CHAIRMAN (PROF. 

CHANDRESH P. THAKUR): Now the 

question is:— 

"That the Bill to provide for the 

withdrawal of certain sums from and 

out of the Consolidated Fund of the 

State of Punjab for the services of a 

part of the financial year 1991-92, as 

passed by the Lok Sabha, be taken 

into consideration." 

The motion was adopted 

THE VICE-CHAIRMAN (PROF. 

CHANDRESH P. THAKUR) :We shall now 

take up clause-by-clause consideration of the 

Bill. 

Clauses 2 and 3 and the Schedule were added   

to   the   Bill 

Clause   1, the Enacting Formula and the 

Title were added to the Bill 

SHRI SHANTARAM POTDUKHE: Sir, I 

beg to move:— 

"That the Bill be returned." 

The question was put and the motion was 

adopted 

THE  FINANCE  (NO   2)   BILL,     1991 

THE VICE-CHAIRMAN (PROF. 

CHANDRESH P. THAKUR): Now we have 

to   take up the Finance Bill. 

THE MINISTER OF FINANCE (SHM 

MANMOHAN SINGH): Sir, I beg to 

wove:— 

"That the Bill to give effect to the 

financial proposals of the Central 

Government for the financial year 

1991-92, as passed by the Lok Sabha, 

be taken into consideration." 

Sir, I had, in my Budget Speech on 24th 

July, 1991, explained the main features of the 

proposals contained in the Bill. The 

explanatory memorandum circulated to the 

hon. Members also contains the details of the 

specific provisions in the Bill. I do not, 

therefore, propose to traverse the same 

ground once again. 

I feel gratified that the Budget has evoked 

a great deal of interest. Daring the general 

discussion on the Budget many useful 

suggestions with regard to some of the 

provisions contained in the Bill were made 

by the hon. Members from both the Houses. I 

have also received a large number of 

representations from members of the public, 

trade unions, chambers of commerce, 

voluntary organisations and professional 

bodies on the proposals in the Bill. I am 

grateful to all of them for giving us their 

valuable suggestions. 

I would like to assure the hon. Members 

that we have given careful consideration to 

all points which have been made with 

reference to our proposals. Consequently, 

certain amendments to the Bill were moved 

in the Lok Sabha. These have been accepted 

and incorporated in the Bill as passed by the 

Lok Sabha. I seek the indulgence of the hon. 

Members to explain some of these 

amendments. 

Talcing up the provisions for direct taxes 

first, the propsal with regard to the tax 

concession for exporters under section 

80HHC of the Income-tax Act has been 

modified to give further fillip to exports. 

Profit on sale of Exim scrips, receipts by way 

of duty drawback and payments under IPRS 

will now be treated as export profits in the 

proportion of the export turnover to the total 

turnover of the business. This, I am sure, will 

motivate greater export effort Hon. Members 

will recall that I had proposed certain 

modifications in the scheme of tax 

concession for tourissB industry, contained in 

Section 80HHD of the Income-tax Act. The     

modifleatkMt 
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Bill were intended to ensure that this tax 

concession would also be available where 

payments for providing services to the foreign 

tourists are received in Indian currency from 

another hotel, tour operator, etc., out of funds 

obtained by conversion of foreign exchange 

received from the foreign tourists. In the 

representations received by me, it has been 

pointed out that under the proposal in the Bill, 

the tour operators would stand to lose 

Recognising the role played by tour operators 

in attracting foreign tourists, an amendment 

has been made to the Bill to secure that the 

receipts in foreign exchange, eligible for 

computing the concession, do not get reduced 

by the payments made to another hotel, tour 

operator, etc., for providing service to foreign 

tourists. 

In my Budget speech, I had announced that 

the tax concession available to Indian 

companies in respect of receipts of royalty, 

commission, fees and similar payments from 

a foreign source for export of technical know-

how or for rendering of ear-vices outside 

India, is to be extended to the non-corporate 

resident tax-payers. This tax concession has 

been further enlarged to make it available to 

technical or professional services rendered 

from within India to concerns abroad. This 

will however, not cover cases where the 

technical or professional service is rendered 

to non-residents in India. The existing re-

quirement of obtaining prior approval of the 

tax authorities, in respect of agreements with 

the foreign concern will hereafter not apply-

In the Bill, I had proposed that interests on 

sticky loans in the case of financial 

institutions and banks will be charged to 

income-tax only for the year in which interest 

is actually received, or is credited "to the 

profit and loss account, whichever is earlier A 

similar provision has been made with regard 

to interest tax also. Tax on such interests will 

be now charged only in the vear in which 

they are actually received, or are credited to 

the profit and loss account, whichever is 

earlier. 

Hon Members would recall that I had stated 

in my Budget speech that the credit   

institutions will have the freedom to 

pass on the burden of interest tax to the 

borrowers by adjusting suitably the rate of 

interest. It has been brought to my notice that 

in many cases where tens loans have already 

been sanctioned, the credit institutions may 

not be able to vary the rate of interest because 

loan agreements do not contain a provision 

permitting such variation. The Bill now 

contains a provision to give overriding legal 

authority to the institutions to vary the rate of 

interest, if they so desire, in order to pass on 

the burden of interest tax to the borrowers. 

There is also a proposal to exempt from the 

imposition of interest tax, co-operative land 

mortgage banks, co-operative land 

development banks and co-operative societies 

engaged in the business of banking which 

cater primarily to the needs of farmers, 

village artisans, etc. 

My proposal to extend the coverage of the 

expenditure tax to the expenditure incurred in 

restaurants providing superior facilities like 

air-conditioning has been generally 

welcomed because these restaurants are 

patronised by the affluent sections of the 

society. It has been pointed out that the 

criteria for identification of such restaurants 

are cumbersome in the form in which it is 

contained in the Bill. This has now been 

modified, and the Bill now provides for a 

single criterion, which will be that the 

restaurant is air-conditioned. 

Some amendments have been made in the 

Bill relating to deduction of tax at source 

from certain payments. The requirement to 

deduct tax from interest on bank deposits will 

apply only 10 interest on term deposits other 

than recurring deposits. Further, co-operative 

Sand mortgage banks, co-operative land 

development banks, primary agricultural 

credit societies and primary credit s. Pieties 

will be taken out of the purview of this re-

quirement. We would, thus, exclude trow the 

ambit of tax deduction at source most of the 

depositors from rural areas. 

ft has been brought to my notice tint the 

proposed requirement of deducting tan at 

source from winning from races sad persons 

responsible for paying thaw payment of 

commission on sale of lottery tickets would 

impose a heavy burbes ma 
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persons responsible for paying these 

amounts. With a view to mitigating this 

hardship, the Bill now provides a threshold 

limit of Rs. 2,500 for deducting tax at source 

from winnings from horse races and Rs. 

1,000 for tax deduction at source on 

commission on sale of lottery tickets. 

As regards the computation of depre-

ciation for the purpose of calculating 

business profits, the Bill now contains a 

provision not to allow depreciation in respect 

of any plant and machinery the cost of which 

gets amortised in one or more years, under 

any other provision of the Income-tax Act. 

The Bill contains a proposal to amend 

Section 273A of the Income-tax Act and 

section 18B of the Wealth-tax Act to provide 

one more opportunity for disclosing 

unaccounted income and wealth. This 

proposal has been modified to provide that it 

will be available only up to 31st March, 

1992. 

The Vice-Chairman (Dr. Nageu Saikia) 

in   the   Chair. 

I have also modified the proposal under 

which the discretion of the Income-tax 

authorities to entertain application for re-

gistration of charitable or religious trusts and 

institutions will be restricted to three years 

from the date of creation of the trust or 

establishment of the institution. It now 

provides that a trust or institution may apply 

for registration at any time. However, an 

application made after the expiry of one year 

from the date of its creation or establishment 

will not relate back to the date of such 

creation or establishment unless the delay 

beyond one   year is for wood and valid 

reasons. 

At present interest on National Savings 

Certificate VI Issue and VII Issue quali-* 

along with incomes from certain other  

financial assets, for deduction under section 

801.. of the Income-tax Act Interest cm 

National Savings Certificate VIII issue does 

not qualify for this tax conces sion As  

Hon'ble Members know, small savings is an 

important source of revenue for  the States  

With a view to encouraring 

investment by taxpayers in National Savings 

Certificates, the benefit of section SOL of the 

Income-tax Act is being extended to interest 

on National Savings Certificate VIII Issue. 

The Bill contains a proposal for removal of 

a distortion in the rules of valuation of assets 

for wealth tax purposes, when these are held 

through an investment company. 1 have since 

examined one more aspect of the wealth tax 

structure which needs immediate attention. 

There has bean a marked speculative upsurge 

in market quotation of certain shares over the 

last few years. Recognising the distortionary 

effect under such markei conditions, we had 

introduced in 1989 the option to the taxpayers 

to adopt a five-year average of the market 

quotations of shares. The share market has 

continued to rise since then. There is thus a 

need to provide for averaging over a longer 

period of ten years. In order to effect this 

chaise, the Bill now contains a proposal to 

amend Rule 9A of Schedule HI to the 

Wealth-tax Act. The same method will apply 

for revaluing quoted shares of an investment 

company under Rule 12 of Schedule HI to the 

Wealth-tax Act. 

I would now like to dwell on the con-

cessions relating to indirect taxes which have 

been given etfect to through notifications, 

which will be laid on the Table of the House 

in due course. 

As a measure of relief to the film industry 

which is suffering from high input costs and 

severe competition from the Cable TV and 

video industry, I propose to reduce the basic 

and auxiliary customs duties on colour 

jumbo films for proces-sine into colour cine 

films from the level of 90 per cent to 55 per 

cent. The esti mated revenue loss is of the 

order of Rs 20 crores in a full year. I trust 

this concession will heln to bring about a 

Qualitative improvement in the feawty films 

produced in our country. 

In my Budget Speech I had proposed to 

exempt a number of agro-based prodaetl men 

as sauce, butter, cheese. atc  from excise 

duties altogether On the same ans-logy I  

now propose to fully exempt frone 
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excise duty fruit pulp based beverages, soups, 

broths and powders of fruits and vegetables. 

The revenue loss on account of the 

exemption is likely to be Rs. 9 crores in a full 

year. 

In order to help manufacture of cheaper 

penicillin drugs I am exempting from import 

duty, Penicillin V acid first crystals for 

making 7-ACCA and to reduce excise duty on 

Potassium Penicillin G first crystals from 15 

per cent to 5 per cent. In order to encourage 

manufacture of finished life saving drugs, I 

also propose to exempt from import duty two 

bulk drugs, viz. cefotaxime and ceftriaxone. 

Further, I propose to reduce the import duty 

00 intravenous cannulae and tubing for long 

term use from 110 per cent to 40 per cent, 

which is the duty applicable to infusion sets. 

As the Hon'ble Members are aware, I hare 

restored the exemption from excise duty to 

polyamide chips used in the manufacture of 

nylon yam in order to ensure  that    there  is 

no     additional    duty burden  on  such  yarn 

used    for  making fish nets. As a measure of 

relief to the plastic container industry, I now 

propose to reduce the excise duty on 

polyethylene terephthalate chips from 40 per 

per cent to 20 per cent. 

I propose to extend the concessional excite 

duty of 15 per cent available to soaps of value 

not exceeding Rs. 35,000 per metric ton to 

soaps of value not exceeding Rs.  38,500 per 

metric ton. 

In my Budget Speech I had proposed to 

exempt all black and white television seta 

from excise duty and shift the burden to 

picture tubes. There have been representations 

that the proposal had resulted in the 

cumulative incidence of excise duty going up 

mainly as credit of excise duty paid on inputs 

under the MODVA? scheme is no longer 

available. I propose to virtually neutralise the 

additional incidence by reducing the excise 

duty on picture tubes fori black and white TV 

stts of screen size exceeding 36 cms from 

Rs. 300 to Rs. 275 per tube and to exempt TV 

chassis for such sets from excise  duty. 

I propose to exempt from excise duty 

plaster of gypsum including plaster of Paris 

which is mostly manufactured in the  

organised  sector. 

I propose to reduce the import duty from 40 

per cent to 30 per cent on subcomponents, 

components! and machinery for the 

manufacture of fuel injection equipments, for 

which building up ot indigenous capacity 

needs to be encouraged. 

I do not propose to take up the time of the 

House by dealing with a few other 

amendments in the Bill which are mere-ly by 

way of drafting changes or are of a procedural 

or consequential nature. 1 request the hon. 

Members to lend their whole-hearted support 

to this Bill as passed by Lok Sabha. 

The question   was  proposed. 

SHRI JAGESH DESAI (Maharashtra): 

Sir, I seek a clarification from the Minister. 

He said that he proposes to extend the 

coverage of the expenditure tax to the 

expenditure incurred by restaurants providing 

superior facilities and that this proposal has 

been welcomed. Sir, I would like to know as 

to who has welcomed this proposal while 

there are thousands of people who have 

nothing to eat...(/n-terruptions). ... 

THE VICE-CHAIRMAN (DR. NA.OEN 

SAIKIA): Mr. Desai, you can speak when 

your turn comes. Yes, Mr. Gurupada-swamy. 

SHRI M. S. GURUPADASWAMY: Mr. 

Vice-Chairman. Sir, I had spoken on the new 

Industrial Policy that was announced by the 

Government a few weeks ago. Now. I do not 

want to traverse the same ground. The Budget 

is an important statement of accounts and it is 

meant to throw light on the present economic 

situation, the problems the country faces and 

the proposals which  are meant     to 
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.solve those problems. It has been my 

experience and the experience of others that 

once the budget is introduced by the 

Government, it is passed by the Houses of 

Parliament almost intact. The changes that are 

announced by the Finance Minister after the 

introduction of the budget are always 

peripheral in nature. They are not substantial. 

This applies to the present budget also. To 

overcome the peremptory and ineffectual 

debate on the budget. England has evolved a 

system. In England, the Budget is considered 

in all details. And the Demands are gone 

through, all the Ministries are discussed by 

the Committee of the whole House. After the 

introduction of the Budget, in the U.K., the 

House of Commons sits as the Committee of 

the House without the Speaker. 

We have been experiencing for many years 

in India that only a few Ministries are 

discussed, not all. I do not blame the 

Government. Because of pressure on time, we 

discuss a few Ministries in Lok Sabha, a few 

Cut Motions, if there are any. But the 

Ministries are not discussed. Of late, the 

Ministries discussed in Parliament are 

becoming less and less. In the Firet Par-

liament, we discussed a large number of 

Ministries, a large number of Cut Motions. 

But over the years, as I said, there is a decline 

in debate in the sense we discuss only a few 

Ministries and later on guillotin is applied. So. 

there is no real debate on the Budget. 

Therefore. I suggest that there should be a 

change, a reform in our system also as in 

England that the Houses of Parliament should 

be converted into House Committees, without 

the Presiding Officers. And the entire House 

can sit and call any officials to appear before 

us. There can be an exchange of views, and a 

real debate, a real discussion can take place 

there. This is my  suggestion   to   begin   

with. 

It is also my experience that no two 

economists agree. There is a saying that if 

you put all the economists of the world, side 

by side and ask them to discuss, in the end, 

you will see that they will not reach any 

conclusions. Therefore, we need 

not pay much attention to what a particular 

group of economists say. The Houses of 

Parliament should exercise their own 

judgment on the Budget. The main yardstick 

in measuring whether the Budget is good or 

bad s whether it is going to benefit the 

common man or not. We are formulating a 

Budget in a developing country. not in an 

advanced country where a lot of sophistication 

can be brought in. Here, we should primarily 

consider whether the Budget proposals are 

going to respond to the needs and aspirations 

of the common people or not. That should be 

the main yardstick. From that point of view I 

say that there is no suggestion or indication in 

the Budget to ensure social accounting—social 

accounting of what you do through the 

Budget. If the Budget could take care of all the 

major problems of the country, then the 

country would not have been in this pitiable 

situation. It would have been very well-off. 

That is not so. 

So  my  second  point is.  the overriding 

•consideration  of the  Budget     is  to  have 

social   accounting. 

What is the fall-out of this Budget on the 

life of the common man ? And what is the 

fall-out of the Budget on development? Sir. 

we have been talking of simplification of 

direct tax laws and indirect tax laws. There 

have been efforts in the past in this direction. 

But somehow we have not been able to 

smplify and rationalise the tax structure. Even 

now it is beyona ordinary man's understanding 

to know how the tax laws are operating in the 

sountry. They are very complicated and 

complex. It is said that we are one of the 

highest taxed countries in the world: If that is 

so. why should there be paucity of funds ? We 

should have mopped up large resources. It is 

always necessary to remember that whenever 

you take decisions, those decisions should be 

capable of being implemented. It is the 

i'mplemeptaton which is important. No use 

formulating gradiose schemes incorporating 

laudatory concepts if the machi nery is not 

capable of implementing those things. Tske. 

for instance, the recent development.   In   the  

past  every  income-tax 
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return   used   to   be   scrutnized.   Even   the 

tmallest income-tax assessee had to go to the 

Income-tax official. Only after scrutiny he 

would get clearance. Now it is not done.  Why is 

it not done ? The staff is not  adequate.  They do 

not have the necessary means to cope with the 

workload. So,   there   is   no   screening   of   

any   sort. They   are   only   screening   in   a   

random way. So many people escape taxes. If 

the tax machinery is incapable of coping with 

the task and if small tax-payers are to be treated   

very  liberally   then  why  not the Finance 

Minister accept the plea by certain   quarters   

that     the   tax     exemption limit should be 

raised ? I am not talking of other reasons. The 

cost of living is one of them. Whom are you 

hoodwinking ? think, we are making a farce of 

taxes in this country.  It creates a very false pic-

ture. My small point is there has got to be   

simplification      and   rationalisation   of tax  

structure.   The   procedure   has   got   to be   

thoroughly   overhauled.   If   there   are any 

loopholes which give scope for corruption—and 

corruption is so rampant in tax machinery—they 

have got to be plugged.   Let   us   believe   a   

tax-payer   rather than   a   tax   officer   or   a   

Tax   Collector. Something radical has got to be 

done to rationalise  the  tax  machinery  and  

procedure. There is so much of arrears of tax. 

When we have been talking of paucity of 

resources,  then why don't you  collect arrears     

which  are    due in    thousands of Crores ?    

The    arrears    are    more    than Rs.   4000  

crores.  I  am  told.  I  think  the collection 

machinery has got to be geared up. Of late we 

have seen a new development in our economic 

system  and that is, the  non-banking  financing 

institutions  are becoming more  important.  It 

was not  so in the past. The banking sector was 

taking care of the requiements of the industrial 

and trade sectors in the past. Now, non-banking  

financing  institutions   are  coming' up in a 

large number. They are financing. They   are   

charging  high   rate   of   interest. People go to 

them. Their operations are larger than  some  of  

the  banks.  I  don't think it is a healthy 

development. If you 

want the bank structure to work well on sound 

lines and if the banking has got to grow.   I   

think   there   should   be   a  strict curb  on  the  

growth   of non-banking  financing sector. I 

think, some time back the Conference   of   the   

Economists   also   discussed   this   matter.   

They   had   made     a suggestion to the  

Government  that  there should   not   be   any   

competition   between banks and    non-

banking    finacing sector, That should stop. 

Today the banks are in a   very   bad   shape   

and   facing   a   lot   of difficulties.   The   

Finance   Minister   should look  into  this 

matter.  The  customer service has become 

very bad and is deteriorating day by day. 

People do not go to the       banks      so       

much       nowadays. The   tract and  

confidence  in the   banking sector  is  

diminishing. The  Finance Minister   should   

look   into   this   matter   and apply   

correctives.      The   banking   in   the country 

should be put on a sound footing. 

There is another disturbing trend in the 

economy.   There   has   been   a   large   net-

work of middlemen operating. For every thing,  

we  go  to  the  middlemen,     agents, liaison 

officers  and wheeler-dealers  to  get things  

done  in  the     Government.  Why ? It is 

because of the difficulties people feel in getting 

things done  the Government. The   procedures   

are   so   complicated  that even  an  intelligent 

person  is  not able to get   things   done   in   the   

Government   so easily.   Therefore,  he  resorts   

to  this  method.       There     is     a   national    

network of     middlemen.       There is  cost       

overrun,     time    overrun,     and     all    this    

is due     to     pnosfedure     that   you       have 

evolved  over  a period  of  years.      There are a 

lot of mechanisms and devices which can   be   

dismantled   thoroughly   and   completely 

without damage to our system; on the contrary, 

it will improve the efficiency. I would  like my 

friend to look  into this aspect.     Individual   

Ministries   should   be given full responsibility. 

Why should there be   interference   by   other   

Ministries?     I know of cases where  decisions  

are  taken by the Cabinet  and they  are scuttled  

by the officials. We have invented the device of 

inter-departmental  committees  of Secretaries.   

Joint Secretaries,  and what not. Why should 

these  things  go on  at all?' 
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Individual Minietry should acratiniie all the 

projects and go to the Cabinet straightwav but 

that is not the system we have created. 

Britishers have disman-led this system: but we 

have copied the Britishers and we have 

elaborated the procedure and made it more 

and more complicated. That is the reason why 

your one-window system has not worked any-

where, neither at the Central level nor at the 

State level. Even when you announce that no 

permission is required, no licence is required, 

they have got to run to your Ministry for 

something or the other. And then there is 

delay. Therefore, I would like absolute fiscal 

autonomy to the individual Ministries so that 

they can operate and the Cabinet and 

individual Ministries should have the last say 

in the matter. It should cut down this time-be 

administrative drag which has come in the 

way over a period of years. 

There has been a good deal of discussion   

about   governmental  expenditure.      I know   

he   is   under   terrible   pressure   for lack of 

'resources and the plans have gone awry,   

partly  because  of  lack  of  finance and  partly  

because ef lack  of implementation.    Take the 

case of unutilised foreign  money   we have  

got for the    various projects.    We have got 

lot of money for individual  projects from the 

World Bank.' But  they  remain  unutilised  

and  we  have to  pay  committed   charges  on   

that,     because  of  the  agreement  we  have 

entered into with  the  World  Bank  and  other  

international bodies.    So the money is aanc-

tiuned  but  we  cannot  utilise that money b   

'ausp     there     is    no    matching     money      

provided      here.    The      result     is tr it     

we   have   to   pay    interest        and they    

are      called     committed      charges. Every   

indiviaed   Ministry    is    a    culDrit Ministry.    

We have  not  looked  into this problem.     It   

runs   into   thousands       of crores  of rupees, 

that is,  more than Rs. 4000 crores.    The 

Finance Minister wants to get Rs. 4000 crores 

by way of foreign exchange.     Money  is   

available.     But  we have not  utilised   it  

because  we  are  inefficient.    I know, he has 

confessed that the performance m the past is 

far from 

satisfactory. I agree with him. Before I come 

to two other important things which I want to 

say, I would like to refer to the Ninth Finance 

Commission's Report about the revenue 

deficit. The revenue deficit arose only at the 

beginning of 1980s in a small way. It hat 

become too big a thing now. Every year, the 

deficit is increasing. So, we are forced to 

borrow money to finance the current 

expenditure. That is the meaning of revenue 

deficit. There is no end to it. Even the 

Government has drawn money from the oil 

pool account which is meant for development 

of the oil sector. They have taken that money 

for financing the Budget. The Government 

has suffered credibility gap. The Ninth 

Finance Commission has stated that revenue 

deficit should come to ar end by the end of 

the Eighth Plan. 1 do not know whether this 

fond hope of the Finance Commission is 

going to come true. But, it has been 

recognised by all that if the revenue deficit 

mounts up and goes on like this, inflation is 

inevitable, deficit financing is inevitable and 

bodowing is inevitable. If you borrow money 

to finance the current expenditure, we have to 

pay interest. And the interest rate is very high. 

No country in the world will respect a 

Government which indulges in revenue 

deficit. As a matter of fact. there should be 

revenue surplus to finance development. In 

India, it is not so. The Capital Budget has got 

to finance the Revenue Budget. This should 

stop. Now. I am coming to two important 

aspects. I know you are watching me. I have 

got many things to mention. Anyway let me 

touch two important things. One is about the 

public debt which is inter related with this 

aspect; the second is about the technology 

transfer. On the public debt. I must say one 

thing that the total liabilities of the 

Government of India shot up from Rs. 59,749 

crores at the end of March, 1981, to as much 

as Rs. 2,66,913 crores by the end of March, 

1990, the terminal period of the Seventh Plan. 

This represents more than a fourfold jump at 

current prices, within a period of nine years. 

This works out to  an   average  compounded  

growth  rate 
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of 18.1 per cent per annum. The Budget 

estimates for the fiscal year 1990-91 put the 

liabilities at Rs. 3,06.876 crores by end 

March, 1991. This envisages a 15 per cent 

increase. The end of March, 1981, level of 

indebetendness of the Government of India 

constituted 44 pet cent of GDP in 1980-81. At 

the close of the Seventh Plan, the ratio of 

revised esimates of liabilities to the GDP of 

1989-90. as estimated by the Reserve Bank of  

India,   worked   out   to   60.3   per  cent 

Now, there is a feeling that flow of foreign 

capital is going to help the Indian economy, 

that it will faster economic development. I 

think the Finance Minister has also said 

sometime back that if there are agreements 

between the companies here and the 

companies outside, the balance of trade would 

improve. But the past history, the previous 

experience shows that the flow of capital, 

instead of improving the balance off trade, 

instead of increasing the exports, has only 

increased the imports. They have not helped 

the coun try to increase oud exports. On the 

contrary, exports have declined and imports 

have increased. Even in respect of minority 

companies, export earnings are small. I do not 

want to go into the statistics. Only in respect 

of companies where it is technology 

collaboration, not equity participation, the 

picture is somewhat different. The trend in the 

balance of trade of collaborating units, 

generally, is  of  an  increasing trade  deficit. 

THE VICE-CHAIRMAN (DR. NA-GEN 

SAIKIA): Mr. Gurupadaswamy, no time will 

be left for the other two Members 

SHRI M. S. GURUPADASWAMY: I will 

make just two-three points and then   

conclude. 

THE 'VICE-CHAIRMAN (DR. NA-GEN 

SAJKlA): You have taken all the time that 

was allotted to your party. 

SHRI M. S. GURUPADASWAMY: Sir, 

the record of the collaborating com-panies 

shows that, nowhere, it has improved the 

export performance. It has only increased 

their import bill The importance of 

collaboration for expanr sion of export 

markets is just a myth, fostered by 

multinational foreign concerns and their 

collaborating Indian counterparts. Most 

collaboration agreements have regulatory 

clauses which are often overlooked. Most 

collaboration agreements have an export 

restriction clause and the foreign collaborators 

make it definite that their established markets 

are not to be encroached by others. "Hie so-

called export potential, through high 

technology, is a myth. The high tech-noolgy 

given is, in no case, permitted to offer any 

Impetition to the collaborator in that articular 

field outside India. Further, there is constraint 

in defusion of technology within the country 

Technology borrowed cannot be permitted to 

be transferred to other concerns in the 

country, it has to be used by that concern 

only. There is no inclination nor the 

foundation on which to improve and 

contrinuously upgrade the technology. When 

the industry finds the on-going technology 

becoming obsolete after a few years and it 

must borrow new technology, there is no 

scope for improvement. Therefore. Sir. this 

so-called technology transfer benefiting 

Indian economy is  a myth,  it  is  not  a 

reality. 

The last one ts about the multinationals. 

Wherever multinationals have come, they 

have exploited the local market and the 

economy has lost its initiative, local economy 

and national economy have lost initiative. 

India, while inviting multinationals to 

participate in our economic development will 

mean surrender of our independent initiative 

and total surrender of our self-reliance. We 

will be mortgaging our national interest to 

multinationals for equity participation or tech-

nology transfer, the country in the long range 

is not going to benefit. Only the example of 

Japan can be a model to us. Japan did not 

invite multinationals to participate in their 

economy. They sent their   men   and     

women     abroad       for 



145 The Finance (No. 2)       [ 17 SEPT. 1991 ]       Bill, 1991 
146 

 

training in new technology and skills. They 

were trained, they came back. They got the 

technology, improved it, innovated it, 

changed it and today Japan is the most 

powerful country in the world. It is an 

economic super power. If India has got to be 

free and independent economically, we   

Should  folow the  example   of Japan. 

PROF CHANDRESH P. THAKUR 

(Bihar): Mr. Vice-Chairman, Sir, the Finance 

Bill is the last step in the budgetary exercise 

in this session of Par-liament. This is an 

occasion to react to the revised tax proposals, 

but it also gives an opportunity to have a look 

it the  overall   economic  scene. 

 

1 know, the Finance Minister has 

pressures. The conditionalities of the 

International Monetary Fund he has accepted, 

I know. This Budget is a document based on 

the suggestions made by the International 

Monetary Fund and by this Budget we have 

really mortgaged our interest, surrendered our 

independence. let me tell you, the most im-

portant aspect to us is social justice. The 

Budget has totally left it. Social change and 

the economic transformation in the country 

can be brought about by utilising the human 

resources available in the countiy, and by 

developing our own technology. The people 

who are suppressed, oppressed and depressed 

in the country cannot be uplifted unless you 

develop your own technoolgy, your own 

system. By saying that we should integrate 

our economy to the world economy. yo:i may 

land yourself in submit ting yourself to the 

conditions and dictates  of  the   

multinationals. 

THE VICE-CHAIRMAN (DR. NA-GEN 

SAIKIA): I have no objection if you  take  

the  time of your  party but. . . 

SHR[ M. S GURUPADASWAMY: T am 

sorry. I have exceeded my time. Finally I say 

that I would like my friend, the Finance 

Minister, to ponder over my observations and 

take suitable steps     Thank you. 

THE VICECHAIRMAN (DR. NA-GEN 

SATKTA): Honourable Member, the whole 

time of your party has been exhausted. 

SHRT M. S. GURUPADASWAMY: Let  

us see. 

Now. listening to my esteemed -ol-league. 

Shri Gurupadaswamy, one is not sure what 

exactly was the message he was trying to 

communicate. Nevertheless, three things T 

have heard. First, the desperate cry of his and 

his colleagues' that the country has been 

mortgaged to multinationals and international 

agencies. He has again repeated it. I think t is 

a very irresponsible statement which is based 

on total lack of understanding of the economic 

measures and the likely outcome of that. I 

would like to go on record that this 

Government, under no circumstances, will 

compromise with the independence of India. 

With full responsibility I can assure the 

Members of the House that the decisions 

which have been taken are our decisions and 

they have been taken in the best interests of 

the country, and keeping all options before us 

we have tried to come out with a package 

which will help in course correction. 

The   other   point   Mr.  Gurupadaswamy 

mentioned is that India faces a credibility gap.     

That   is   one   statement which   one can  

readily   accept,   but     let    him     not forget   

who   contributed   how   much     in this   loss   

of   credibility   of  the   countrv Within   

hours   of   assuming       office       in 1989.   

they   started   shouting    from     the 

housetops   that   the   offers   were   emptv 

They took   every   possible   step to   make 

them   emptier,   and   by   the   time    they 

handed   over   charge   to   the      successor 

Government,   perhaps,   the   coffers   were 

really the emptiest and the economy was in    

a    very    precarious    position.      The 

Government   that   followed    them   really 

followed   their   track   record   also,   and. in 

the process, what the Finance Minister 

inherited is an economy characterized by a 

deep and acute crisis, as he has stated 
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in his budget speech. So, Mr. Vice-Chairman, 

Mr. Gurupadaswamy is absolutely right that 

Indian economy lost international and 

domestic creditworthiness. Except that, I 

would have tought that he would gather 

courage and say that they take appropriate 

shade of the blame in the process. 

Nevertheless, there is still  time for him  to 

reflect on  it. 

The third point that struck me was, he 

talked about social justice, that the country 

certainly needs social justice. He and his 

leaders have talked about social justice for 

long and loud, but in the name of social 

justice they tried to tear the country apart. 

Their concept of social justice has been caste 

riots. But, in reality, if they had been honest 

they would have tried and taken substantial 

steps to eradicate inter-regional disparities in 

development. 

The other day I was mentioning, in a 

different context, that from Bihar his party has 

got the maximum number of Members of 

Parliament and, in fair gratitude, they should 

have considered investment of resources for 

the development of Bihar to bring it at par 

with the rest of the country. I remember, from 

the other side of the House when I questioned 

Prof. Madhu Dandavate, "In your promise of 

sociaJ justice and regional equity are you 

promising something specific for Bihar?", he 

said, "Every State will be taken care of." If 

you look back on their 11-month record, I 

think it is those who helped them most that 

stand cheated equally at a very high level. 

Precisely for that reason, 1 think, he must 

realise that Indian public opinion is very 

vigilant. It knows how to reward. It also 

knows how to punish. So, the next time round 

when he and his colleagues make some 

slogans and rhetorical speeches for mobilising 

votes, they must be alert that people are going 

to chase them for their promises. 

The same applies to what they also said 

that  adequate resources,  more than 

50 per cent resources would be invested in 

rural development, agricultural development. 

What they tried to do is to redefine the 

existing agenda of expenditure under rural 

head, how much of road development will be 

Assigned to rural head, how much of 

electricity will be assigned to rural head. So, 

so much with regard to their promises  and 

performance. 

Coming colser to the agenda on hand, Mr. 

Vice-Chairman, fortunately, during the last 

few months in which Congress has been in 

position, some radical economic measures 

were announced. Steps lhave been taken to 

implement them. The Indian economy is on a 

recovery path. Our credit-worthiness is being 

restored. Perhaps a concrete evidence is that 

the withdrawal by the non-resident Indians, 

which had started in an alarming proportion, 

has now stopped. The International Monetary 

Fund has already decided to extend its 

support. Some decisions have already been 

taken, and others are like to be taken in the 

next month, in the next few months. The 

World Bank President has taken full positive 

note of our will as well as capability, to 

manage our economy and to restore it back to 

a sound health. The Aid-India Consortium is 

scheduled to meet soon, and by all signals one 

should look forward to their decision which 

will be commensurate with our expectations. 

The contact at the bilateral level between the 

leadership and the World Bank, provides the 

basis for this kind of optimism. If you realise 

it, the international economic scene is such 

that pressure for resources is there from all 

parts of the world, particularly from eastern 

Europe. Nevertheless, India is a major 

country. It has a very sound track record in 

terms of managing its economy, the recent 

deterioration notwithstanding. That will stand 

us in good stead when the final decision of the 

Aid-India  Consortium  is  taken. 

We also hope that the non-resident Indians 

are assessing the situation very closely   and   

watching  the   developments, 



149 The Finance (No. 2)       [ 17 SEPT. 1991 ]       Bill, 1991 150 

and perhaps very soon we will see some 

substantial steps from their side, given the 

new opportunities which are opening up for 

them to help the country without hurting 

themselves. 

Mr. Vice-Chairman, on the balance ot 

payments situation also, things are beginning 

to look better. In the last few months we have 

had successive months in which India has 

registered trade surpluses. International 

investors are also closely following our 

development, particularly the political 

stability of the Government and its 

courageous decision for radical reforms. The 

Prime Minister's recent visit to Germany 

provided an opportvnity to have the feel of 

the-international investors' thinking. The in-

teraction with the political leaders as well as 

the representatives of the German industry did 

provide the basis for our optimism. Not that 

things are going to move in a big way because 

of the constraints there and some lingering- 

doubts with regard to our own rules and regu-

lations and bureaucratic responses. If the 

assurances that the Prime Minister has made 

there are implemented down the line in 

reforms, I am sure, not only the German fund 

but some other overseas funds will begin to 

move along with modern technology. But it is 

not only the government fund, what is more 

intere'ting and encouraging is that the private 

foreign investors are beginning to look at 

India as a country where investment could be 

cousidered where the fund they invest is 

secure, and the returns nre likely to be 

comparable to those on investment of the 

same amount in    other   situations. 

Fortunately, although belatedly, even the 

monsoon this year has helped us, and we 

should expect a reasonably good harvest, and 

as a result, the market arrivals and later on the 

procurement situation for buffer stock would 

show a substantial imnrovement. I would like 

to draw the attention of the Government, 

particularly that of the Finance Minister, to 

the price situation which is a source of worry. 

In his Budget speech he had promised that    

the prices 

would be increasing by around 9 per cent 

only, but the reality is beginning to look 

somewhat unfortunate. The fiscal and 

monetary measures that he has taken should 

bear fruit. Perhaps much greater vigilance and 

some further measures would be required to 

reduce the pressure which is building up. If 

they continue to do so. they will play havoc 

with our reform measures. Mr. Vice-

Chairman, you and I belong to the middle 

class. So does the Finance Minister. Given the 

price situation and all kinds of problems of 

society where expectations are rising, every 

family has children and they are trying to 

keep up with the Joneses, the salaried class 

particularly is facing a predicament. They 

realise the Finance Minister's constraints. Yet 

they continue to expect some relief. I 

appreciate that only five months are left so far 

as this financial year is concerned. He has 

indicated in his Lok Sabha speech that 

perhaps in the coming Budget he will keep 

that in view and bring certain reliefs' for the 

benefit of the middle class, who are perhaps 

the only honest tax-payers, because they have 

no choice as their taxes are deducted at 

source. So, I would urge the Finance Minister 

not to let them down when he comes with the 

next Budget. Hopefully by that time the 

economic health will be such that it will give 

him the basis to come out with more 

imiginative Budget and give liberal relief for 

the benefit of the classes which have been  

required  to  tigten  their belt. 

Economic reforms and budgetary proposals 

as brought out by the Finance Minister are 

directed, I suppose, towards three objects. 

One is the crisis management — immediate 

crisis on hand, whether it is the fiscal crisis, 

the foreign exchange crisis or any other. They 

have to be managed. But in the process he has 

to be equally circumspect with regard to the 

problem of transition management. There are 

risks of resistances from vested interests. We 

have already taken note of the fact that the 

raising of the fertiliser prices by 40 percent 

generated so much noise and it was not 

confined to one political party. Across party  

divide  this  problem came-up.  Per- 
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baps the loudest resistence came frcttn the 

principal beneficiaries i.e. large land holders. 

I must compliment the Finance Minister that 

he held on to the ground and did not yield to 

the pressure that was mounted in sufficient 

measure. But at the sain; time as a pragmatic 

person on the field he had to see the real feel 

of the people. As a result he did allow some 

concessions for the benefit of small and 

marginal farmers, which meant a revenue loss 

of roughly Rs. 405 crores. T do hope that his 

optimism that that amount will  be recovered 

through alternative souices comes true. 

Otherwise our budgetiry problem will 

continue. to persist,  if not  deteriorate. 

He is building a lot of expectations 

around non-resident Indians, particularly 

now that he has provided facilities and 

attractive terms. But again we have 

watched ths contributions of the non 

resident Indians. The portfolio invest 

ment so fur has not been more than 

Rs. 75 crores. All that they have been 

doing is to take advantage of the rational 

economic decisions, taking the rate of 

exchange a,nd the rate of interest as 

combinotion between the two. So, he will 

have to lean forward, mobilise a massive 

communication through the network of 

diplomatic: missions, trade and industry 

organisations, professional marketing 

agencies or whatever other agencies they 

are to see that this time it is not 

only the relative advantage of the rate 

of exchange and the rate of the interest 

which brings really the hot money. More 

than that adequate net resource mobilisa 

tion should take place through all 

channels including portfolio investment. 

There are gossips galore that the black 

money   would  be laundered   through 

the scheme that is provided. I think it is rather 

unfair to make such sweeping generalisation 

of Non-resident Indians that they are holding 

black money, they are dishonest and they have 

parked trteit black money somewhere and 

they would try to take the route of laundering-

Some may do. I cannot deny it. But in the 

crisis management situation even if there is 

romething which should not have 

been there in terms of moral criteru if the 

foreign exchange comes back welcome 

that. But we do hope th more of white 

money, honest mone equity held outside 

comes to India response to the economic 

incentives which he has provided. 

To the domestic black money holdei the 

Finance Minister has given 01 more chance. 

There is a lot of mom underground because 

we have a flourisl ing parallel economy. A 

lot of the money goes into conspicuous 

consum tion. Now, I do not deny that tt 

conspicuous  consumption which  is  finan 

ed  by   the  black  money    has,   alse   an   

etc. 

nomic   role   to   play.     The   buoyancy  the   

capital   market   in   India  is parti all funded   

through   the   black   money.     TT 

flourishing trade,  tourism industry or th 

catering   industry  which   is   going  on   i all  

cities and small towns is really func ed  by 

that  kind of  money.     So     som people   do  

enjoy   better   food   and   mot cheerful   

evening.       As   a   result  of  tha a   lot  of   

people   get   some  income   an employment 

opportunities.    But the poir is   that  here   is   

a   measure   which     th Finance Minister has 

provided where th-black  money   could  be 

brought  within larger network of macro 

economic mam gement   and   the    resources    

which      ar coming   through    that    channel    

are    pu to   more  rational   use   according   

to     th criteria  which the   economy  

requires.  W only  hope   that  this   chance 

will   not   be missed:   otherwise   the   

Finance   Minister perhaps,   will   have   no   

choice   but     to come down with a heavy 

hand and tab all other measures to see that 

their mone; is  recovered. 

Mr. Vice-Chairman, the track recon in 

revenue administration of the outgoing 

Government has been dismal. It is one of 

those rare occasions in the Indiar history 

where the budgeted tax provisions could not 

be implemented and revenui collected fell 

short by Rs. 800 crores We do hope that the 

Congress Government will be vigilant 

particularly after the recent experience of an 

unfortunate kind.     Our   tax   administration     

should 
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be tightened and made more efficient so that 

accruals are not only at their budgeted level 

but they far exceed the budgetary amount so 

that whatever resource constraints or slip-up 

are there could be off-set by this additional 

accrual of  revenue. 

Mr. Vice-Chairman, the economic reforms 

proposal and the budgetary provisions opened 

up the scope for technology transfer of a 

modern kind which will help to modernise the 

industrial economy particularly and the 

overall Indian economy in general. We do 

hope that in this area, we will not keep sitting 

and expecting others to take our signals and 

respond accordingly. We will have to do some 

pro-active sort of running around and making 

contacts with the holders of modern 

technology, share with them the opportunity 

that is opened up and provide right contacts 

with the indigenous investors through joint 

ventures so that technology is brought which 

is so-called "state-of-the-art''. Every 

technology in India cannot be made state-of-

the-art because we have to have a dual 

economy for the simple reason that the 

situation in the country is not consistent with 

the profile of modern technology which is 

essentially labour-saving and capital 

intensive. But wherever we want to develop 

selected industries, world class industries, we 

should not compromise on the quality of 

technology. The state-of-the-art technology 

should be in the thrust sector for the rest, for 

employment and decentralised income oppor-

tunities We can compromise with intermediate 

technology without unnecessari-lv a'lowing 

too much inefficiency to creep   in 

Mr Vice-Chairman, the Finance Minister, 

in his Budget proposals, took the credit that 

despite the fiscal crisis, he has allocated 

resources for the Plan fund. He has resnected 

the annual Plan nronosit-'ons of the outgoing 

Government. With the price situation getting 

somewhat not very convenient in real terms, 

rbafever financial provisions have been made 

for the Plan budget is going to be 

substantially reduced. So. the allocation of 

Plan  resources must take note of the 

sinking real value of the fund and the 

priorities should be accordingly redrawn so 

that the infrastructure sector and other 

priority sectors do get their requisite funds 

and others take their positions in the queue 

according to the significance they have in the 

overall economic strategy of  the  country. 

Sir, employment is one of our serious 

problems. The rate of growth of labour force 

being roughly two and a half per cent, 

together with the lage backlog of unemployed 

people, requires that the net employment 

opportunity must increase at the rate of three 

per cent per annum. The Deputy Chairman of 

the Planning Commission has been making 

statements that the Plan which is on the 

drawing board will promote creation of job 

opportunities at the rate of three per cent per 

annum. But he has been cautiously saying that 

given the new reality of the economic scene in 

India and the international scene, he will have 

to apply caution. T would only submit that 

whatever there is to be done to promote 

gainful employment opportunities must be 

done and done with despatch. In this context. 

Mr. Vice-Cbair man, I would repeat—I keep 

repeating in whatever forum T can—that 

never has India considered labour export as a 

conscious strategy in the economic package. 

Indian? have gone abroad not because of the 

Government, but despite Government 

restrictions and disincentives. And it is not 

only the best brains that have gone. Of course, 

that is one variety. The other variety 

comprises technicians, etc. And they are the 

people, particularly in the Middle-East who 

have made remittances in adequate measure, 

to the tune of Rs. 2500 crores to Rs 3000 

crores per annum year after year which has 

provided a foreign exchange cushion to the 

economy and resources for investment. T see 

no rea son win the Government should not 

acquire this conscious positive aeenda. 

mobilise inter-minHerial and Government and 

non-Government agencies to put their heads 

together and see that there is an aggressive 

policy of labour export because India does not 

have to fear with 
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regard to what is called brain-drain. For every 

brain that we drain out, there are 10 available 

in this country for replacement. If there are 

not, we should develop them in sufficient 

numbers and take advantage of the labour 

export possibilities. Three things are required 

to* that. (1) A careful scanning of job 

opportunities in such countries where Indians 

are willing to go and welcome. (2) We have to 

correspondingly prepare our training packages 

down the line in villages and small town 

through the network of training institutions, 

whether they are Government institutions or 

no* and you may encourage private agencies 

to train them. I have seen a lot of private ITIs 

coming up in Maharashtra. Tamil Nadu and 

Kerala preparing people for the Gulf 

migration. I see no reasoO why in the States of 

U.P., Bihar and Madhya Pradesh, which are 

alio having a concentration of population, they 

should not be exposed to that kind of training, 

tailor-made for labour export. And the third 

thing required is, matching of the job 

opportunities information on the one hand and 

the job-seekers like the migrants with 

marketable skills on the other. Here, 

Government and noo-Government agencies 

can pull their heads together and promote this 

process of labour export. I would like the 

Government to come out with some sort of a 

clear strategy. I have talked long. But I have 

found, regardless of the political identity of 

them. Governments turning a deaf far to that. 

In economic terms, I see this a great 

opportunity Several countries have this as a 

conscious agenda We have experienced the 

benefil of that yet no agency of the 

Government seems  to be taking it seriously. 

Certainly the Finance Minister is capable 

enough to see the potential in this. Now when 

we have non-resident Indians there and there is 

an opportunity for them to send back money. 

they alone  cannot make theif Savings and 

remittances economically productive back 

home in this country. We need complementary 

efforts from other agencies      The    Finance    

Minister    has 

been the Governor of the Reserve Ban of 

India—a custodian of the financi; sector, the 

banking sector. If I wel to raise my accusing 

finger for not sufl cient productive 

mobilisation of not resident Indian resources 

which flowe into India. I would like to 

accuse th banking institutions. They have 

bee left high and dry. The money hi come 

and gone in conspicuous consum] tion, in 

real estate. Now encourage then bring them 

into the banking channel an then use that 

money for productive pur poses. I do hope 

that in the currea situation, the banking 

institutions WILL rise to the occasion, re-gear 

their pre fessional capabilities and do 

financis marketing of a super kinad, 

comparabl to their competitors of the other 

conn tries and in the process, they bend 

themselves and bring additional benefl to   

the   country. 

I would like to go on record the under the 

new economic policy, th creation of wealth 

seems to be a con scious national agenda now 

rather tha the distribution of poverty which 

have seen for many long years. Nex speaker 

from my party is a respectabli industrialist 

and an entrepreneur. I would like to submit 

that here is an opportunit'. for young 

entrepreneurs and the noi resident Indians, 

who have been lookmi forward to better 

scope and more worth while opportunities, to 

come forware and take timely and adequate 

initiativi in this regard and be partners and 

activi agents in the creation of wealth in India 

There may not be a second chance— must 

warn them—because the libera measures 

with all the political uncertain ties around the 

minority Government not withstanding, that 

this Government has taken are commendable. 

This gives a good signal to those who have 

been look ing forward to the scope and 

oppomm: ties and if they do not take 

advantter of that, the country wilt he certaint 

not ;t beneficiary but thev will also re great 

that such an opportunitv may such come 

again If this economic crisis per sists despite 

these economic measure* then I do not know 

who can help out out   We will be in a jam 
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We hare a very respectable bureaucracy. It 

has done some great things. It has held the 

country together, it has implemented laws, it 

has provided all the right kind of things which 

any efficient bureaucracy provides, but in this 

current season, when we talk of economic 

liberalism, market — friendly conditions, 

when we invite the attention of the non-

resident Indians, Indian entrepreneurs, I think, 

we repeatedly continue to hear that there is a 

suspicion that no matter what the political 

will is, no matter what the stated policy is, 

when it comes to implementation, they are 

apprehending a continued resistance from one 

or the other level of bureaucracy, whether it is 

the persons, the rales and regulations or 

whatever it is. What I am saying is not secret. 

It is not whisper. That thing is said loudly. 

The Prime Minister is on record... .(Inter-

ruptions) . 

THE VICE-CHAIRMAN (DR. NA-GEN 

SAIKIA): Mr. Thakur, if you conclude, then 

only the other speakers from your party will 

get twelve minutes each and   not  more  than  

that. 

PROF. CHANDRESH P. THAKUR: 

I Will not take much time. So my sub 

mission to the Government would be 

that giving a policy frame is one thing 

and perhaps necessary but never a suffi 

cient condition tor the course correction. 

So corresponding reforms in the bureauc 

ratic set-up in the structure of the 

Government, in the allocation of the 

Government capability across uses and 

perhaps training, retraining, whatever is 

required will have to be taken into 

consideration. Otherwise, if not con 

scious, Inadvertant resistance could be 

built up and that will hamstrung the 

process of effective implementation of 

the conomic programme that we have. 

Mr.Vice-Chairman, under the new sitna 

nor for lot   of responsibility   and   power 

IS going to he wielded by financial inert 

rations. They have a crucial and critical role 

to play, whether they are banks or term-

lending agencies which provide funds but 

they have a tot of house-deammg m do     I 

don't think the bank- 

ing institutions can pretend that they are a 

most robust and healthy segment of our 

economy. The Fiaance Minister as the ex-

Governor of the Reserve Bank at India would 

know what is ailing this sector. In order to 

make a full and vigorous contribution in the 

better management of the economy and to 

make them effective, we will have to look 

into their functioning. If he expects the 

(financial institutions to make a better 

contribution, then he will have to scrutinise all 

these things, wherever necessary, course 

correction, restructuring, better guidelines  

and better performance. 

In the end. I would say that the workers and 

the trade unions have a tremendous rofe to 

play. In his opening remarks this afternoon he 

has said mat he had wide consultations with 

different groups in the society including the 

trade unions. I think I must commend him for 

his practical wisdom that even the best of 

policies needs selling. People may have 

doubts and anxieties and only when you 

interact on a face-to-face basis, tell them what 

is good and how unfounded their 

apprehensions are, perhaps enthusiasm with 

regard to their support, with regard to their 

positive and effective role that they can play 

could be forthcoming. We would only hope 

that his interactions would dispel their 

anxiety, but at the same tmie the safety net 

that he has proposed in the original proposal 

will have to be worked out in all its detail 

without any loss of time and again marketed 

very effectively. People must know what kind 

of a safety net there is and where the 

possibilities for feeling safe are there If they 

are going to be demobilised, if their skills are 

going to be obsolete, then what kind of 

retraining and reabsorption facilities are 

available to them; only then can they lake 

advantage of that. Tn the end, Mr Vice-

Chairman, we expect that after these measures 

have taken their full course, we should have 

an Indian economy which is efficient in terms 

of cost, quality and delivery schednte We also 

hope that our performance an the export front 

will be very impressire not necessarily 

confined to the traditional areas   particularly 

in  manufacturing   tnd 
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new   destinations  where   the quality     of 

competition is of a different order rather than   

in   such   areas   where   things   are somewhat 

soft.    As you know the rupee trade   in  Eastern  

Europe      and   Soviet Union  markets is facing  

some  disciplining   problems   and we have to  

think  in terms of corresponding consolidations 

in other parts of the world and there they are 

going to be tougher and more competitive and  

perhaps exporters  will  have to be chosen with 

care and commodities identified   for   export   

will  have to    be produced under highly modern 

conditions where   cost   and  quality  

advantages    are really   competitive.    For  that,   

we  need a  substantial  improvement in the 

infrastructural   facilities.     There   are   tremen-

dous,   gaps,  there are severe  deficiencies and  

worst,   in     terms   of inter-regional spread,  

they  are highly uneven.    If the hon. Finance 

Minister wants   that through the   economic 

measures, the entire conn-try   should  grow,  

then  he  will  have to look into  the regional  

disparities  in  the infrastructure and wherever 

infrastructure is poor and inadequate, he should 

invest a  lot   of  resources in  such  areas  on a 

priority basis.   What I would like to submit is 

this.    Sir, you come from Assam and  I come   

from   Bihar.   There   is   sufficient evidence 

that as a result of economic deprivation there is 

a lot of restive-ness   in   different   parts  of   the  

country. The   only  way to     keep   the     

country together   is  to   provide   equitable   

opportunities  for We  and living and this cam 

be    done   through   primarily.. .(Interruptions) 

. . . 

THE VICE-CHAIRMAN (DR. NA-GEN 

SAIKIA): Mr. Thakur, I don't have any 

objection if you take the whole time. But your 

fellow-speakers will nor get time They will 

set onlv 10 minutes. 

SHRI RAJNI RANJAN SAHU (Bihar): If 

you give us only ten minutes,   then   it   will  

be   unfair. 

THE VICE-CHAIRMAN (DR. NAGEN 

SAIKIA): No, that I can't help. For your 

party the total time allotted is two hours and 

forty-five minutes. It is now up to Mr. 

Thakur how much time he is going to take. 

AN.   HON. MEMBER:    He    is     the 

spokesman. 

PROF.   CHANDRESH   P.   THAKUR: That 

is outside.    Here I am your colleague.   Sir, I 

am just concluding.   I would submit   for  the   

consideration   of      the Finance Minister  

that different     regions of  the  country  

should  get his attention for over-coming  

their  handicaps  so that they become equally 

effective contributors in the creation of 

national wealth rather than remaining a drag 

on the growth of the  economy  primarily 

because  of    the inadvertent     neglect    of    

infrastructural facilities in those areas.    Then 

comes the (human capital preparation  and the 

renewal of human capital.   We have a large 

stock  of  human capital but there is    a 

question with regard to their quality. We will 

have to look  at it from that point of view.    

Now, you know I come from the   educational  

sector.     The       Finance Minister was  the  

Chairman of the  University Grants  

Commission.    The  allocation for edtication 

is paltry.    We realise that resource  

constraints are there.     But in   due   course   

we   will  have   to    think that   unless  

investment   is   adequate     in human  

resources  development,  the  country will 

suffer and  the human  capability to make 

better use of other non-human resources will 

be constrained. Mr.  Vice-Chairman,    Sir,    

there    is    every   reason to  remain  

optimistic  notwithstanding the political  

problems because we have seen a   lot   of   

political   wisdom   these   days where the 

opposition parties having taken into   

consideration  the   nature   of   crisis that  the  

country  has  been  facing,  have overcome 

their partisan attitude and supported  the   

Government   in  such     areas where  it is in 

the national interest     So when   the   

Congress   Party   has signalled its desire to 

manage the political economy of the country 

on the basis of consensus and  issue-based  

support bete is an op-portnnitv  for  all 

sections of the society 
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to extend its co-operative hands and see that 

we have a stable Government and an effective 

Government. It has made certain promises. 

This has facilitated to implement those 

promises within a time-bound programme. 

But vigilance is required. There could be 

some slip up here and there but for that the 

entire machinery of the Government— 

political, civil servicer and whatever other 

agencies are there—will have to be /alerted. 

With all these, I would like te say that the 

encouragement he is offering to exporters in 

his revised announcement is welcome; the 

better distribution of foreign exchange 

accruals within different segments of the 

tourism industry is equally welcome; the fact 

that he is trying to encourage other kinds of 

noriMCorporate tax-payers in tbieic efforts is 

welcome—I am not going into the details of 

that . All said and done, I commend the 

finance Bill and support  the propositions he 

has made. 

THE VICE-CHAIRMAN (DR. NA-GHN 

SAIKIA): Before I call the next spJeaker. 

Members, I have to make an announcement 

that Mr. Kamaluddin :Ahmed, Minister of 

State in the Ministry of Civil Supplies and 

Public Distribution, is going to make a suo 

motu statement on Public Distribution 

System today at 6.00  P.M.      Now,    Mr.    

M.   A.   Baby. 

5.00 P.M. 

[The Vice-Chairman (Shri Bhaskar Amajl 

Masodkar) in the Chair] 

SHRI M. A. BABY (Kerala): Mr. Vice-

Chairman, thank you for having permitted me 

to take part in this discussion. I have the 

benefit of speaking after Prof. C. P. Thakur, 

the official spokesman of the Congress 

outside the House, and the thrust and the 

contribution made by Prof. C. P. Thakur was 

optimistic. Prof. C. P. Thakur said that our 

economy was on the road to recovery. My 

dear colleague, Prof. Thakur, I am indeed 

envious of you for having mustered so much 

of courage to make such an optimistic 

statement in such an economic environment 

where the Finance Minister himself has been 

sincere enough to state that we are faced with 

an unprecedented economic crisis. For making 

such an  optimistic statement in such 

an  economic environment one has  to be not  

only  courageous  but   one has  to  be 

innocently   adventurous   also.       I   appre-

ciate   that   innocent   adventurous   attitude of   

Prof.    C.    P.    Thakur.    Prof.    C.   P. 

Thakur       stated   that       our      economy 

was   on the  read    to     recovery.       With so   

much  of   respect for  the     economic 

knowledgeability of Prof.  C. P.   Thakur. I beg 

to  differ from  him. My feeling is that our 

economy is on the road to colossal disaster. 

When I make this statement, I make this  

statement with  so  much of pain   and   agony,   

for   two   reasons.  The first reason is that the 

honourable Minister of Finance who has been 

patient enough to sit through the discussion so 

far, is a brilliant and illustrious son of our 

country who has won laurels as an able 

economic administrator.   And   I   find   my   

esteemed senior colleague, Shri Rameshwar 

Thakur, is assisting him with ability. I don't 

question   their  commitment  when  they     say 

that the set of economic and fiscal measures 

that are being taken by the present dispensation 

are aimed at bringing in prosperity. That is the 

main thrust that is the main claim. When my 

respected, honourable colleagues who are in 

charge of our coffers,  of  the  finances  of  our  

country claim through this measure that 

economic prosperity can be brought into our 

country, while seriously disagreeing with their 

claim,  I  do not  question  their  right to make 

such claim. May be, my honourable collagues   

are   taking  this   step   with  this belief, but I 

am afraid whatever be their claims   and  

intentions,. . These   steps, these so-called 

economic measures are going to ruin even the 

economic Self-reliance of our great  nation.  I  

would like  to  state  with all the strength that is  

at my command that our great  country, our 

India is fast becoming a client  nation.  This  is 

a very serious apprehension that I am sharing 

with this  august House. In the 97-page docu-

ment, the Finance Bill which is sought to be 

enacted here is meant to give effect to the 

budgetary proposals of the Government of 

India. Generally, we would have stated that  the 

proposals  contained  in  the  Finance Bill 

determine the economic and the living 

conditions of the population of our country for 

this financial year. This would have been the 

usual statement one would have made.  But  

this  is  not just  another 
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budget  or  not  just  another  Finance  Bill. 

This  is  the  Finance Bill  which  is  trying to 

give  effect  to  the budgetary  proposals which 

accompanied a drastic and a momentous 

change from the overall economic, industrial 

and fiscal policies that our country has   been   

following  since      independence, Therefore, 

instead of stating that  this  97-page document  

is  going to determine  the living conditions  

and economic  conditions of our country for the 

coming one year, I   would   like   to   

emphatically   state   that this   is  going  to   

determine  the   economic condition  of  the  

people  and  the  country for coming years if 

we  fail to reverse it. Sir,  I  do  not  undertake  

the  onerous  res-pansibility  of  going through 

the    different provisions of the   Finance Bill. 

If you will understand, the Finance Bill states 

that the economic  policies  pursued  by  the  

powers that   be   since   independence   have   

landed us in an economic mess. We, those who 

speak  from the left,  have been seriously 

criticising the Government in the economic 

sphere  and  yet  I would  like  to say  that in 

the past we  had made  some  gains  by way of 

establishing public sector units and heavy 

industries. These public sector units and heavy 

industries with  all  their inadequacies   and   

drawbacks   were   the      basis for  developing 

our economy  on  a     self-reliant   basis.  

These   are  the  achievements of the planned 

economy that we bad over the yeavs. At the 

same time I would also like   to   add   that   

these   policies   did   not benefit the poor to the 

extent required. The. benefit of the planned 

economy apart from having succeeded  in  

setting up  heavy industries and the public 

sector undertakings thelped  the  monopolistic  

capital to  grow. But   now   with   the   

proposed   changes   in the   economic  

perspective,   whatever  positive  we   could   

achieve      over   the   years through   planning,   

that is sought to be   dismantled  and destroyed.  

Therefore,  this  is a. severe and serious and 

unpardonable reverse from the economic 

pelicies that we have been pursuing. It is stated 

that a set of measures  including     devaluation     

are brought  in,  a set of measures which  we 

critised and we alleged as are being undertaken 

either under the dictates  of the IMF and the 

World  Bank or under their persuasion, 

whichever fits in may be chosen. 

But it is very agonising because the future 

may recall that such an illustrious son of our 

country like Manmohan Singhji was destined 

to preside over such a disastrous reversal of 

the economic polici's. Without going into the 

intricacies, let us ask: Will these economic 

measures, if pursued over the years bring in 

prosperity for the people at large ? We, the 

Members of Parliament, discuss the problems 

of the downtrodden, sitting in the cosy 

comforts of this august House. Can we 

sincerely claim that these changed economic 

policies will really benefit  the poor ? 

Sir, there is generally one particular indi-

cator which we fake for understanding the 

general thrust of a Budget, and that is whether 

the taxation policies of the Budget are pro-rich 

or more pro-poor; this is the ratio between 

Direct Taxes and Indirect Taxes. Here, 1 

would like to state that when India became 

independent, the ratio between Direct Taxes 

and Indirect Taxes was almost on a healthy 

balanced basis. At the time of independence, 

our Direct Taxes paid by the well-to-do gene-

rally were 52.7 per cent, and Indirect Texes 

paid mainly by the poor were 47,3 per cent. 

And if my understanding of the Budget and 

the Finance Bill is correct, now the ratio is 83 

per cent of Indirect Taxes and 17 per cent of 

Direct Taxes. With this kind of an ippioach, 

with this kind of tax-orientation, with great 

respect to Manmohan Singhji, I would like to 

state that the real meaning of the name of the 

Finance Minister, Manmohan Singhji, would 

be understood by the affluent minority as 'Man 

Mohan Singhji', person who is very much 

affectionate and good in the 'heart, but the 

majority of the poor people would understand 

Manmohan Singhji as 'Dhan Mohan Singhji'; I 

am very pained to say so. 

AN HON. MEMBER: What is the meaning 

? 

SHRI M. A. BABY: 'Dhan Mohan' is 

understandable. So, this is the thrust of the tax 

proposals. And with this kind of 
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a tax perspective, I don't think prosperity can 

be achieved in our country. If at all prosperity 

is achieved, that will again go into the hands 

of the affluent few. There is this question and 

answer : "How is the economy doing ?" "'Ths 

economy is doing well, but the people are 

not." This would be the situation. Perhaps. I 

do not know I wish to believe Prof. C. P. 

Thakur that through these economic measures 

the economy may recover. I do not know. It 

you recover, well and good. But what about 

the plight of the people ? Will the islands of 

affluence exist in the ocean of poverty, 

destitution  and misery ? 

Here I am reminded of the lines by one of 

the famous poets of Malayalam, who is no 

more. He summed up the whole economic 

principle in four lines. Only few, including 

Dr. M. O. K. Menon, might have undedstood 

what it means. If I try to translate this in my 

feeble capacity, the poet asks : 

"Where else in the world you find such 

varied natural resources in abundance; 

And where else you find such severe and  

inestimable  misery ?" 

This is a very powerful depiction of Indian 

conditions. 

Therefore, my humble submission is that 

the whole expertise and economic knowledge 

and intelligence and powers of a great son of 

India, Manmohan Singhji, the proposals made 

here and the drastic changes which are being 

suggested are no; going to' help ameliorate 

the plight of millions and millions of poor 

Indians. 

This is what I would like to submit 

so far as the main thrust of the Finance 

Bill and the Budget is concerned. 

Sir,     I     know Manmohan      Singhji 

bad the first taste of being in the company of 

we politicians when with; innocence and 

sincerety Manmohan Singhji stated, after 

having been inducted in the Ministry, that as 

promised in the Manifesto of Congreys party, 

price rise cannot bo arrested within 100 days 

or prices cannot be rolled back as has been 

promised in the Manifesto, f have this 

pamphlet   with   me,   which   most   of   the 

Congress (I) members would have forgotten 

or buried somewhere conveniently. This is the 

Congress (I) Manifesto. On page 16, 

categorically it ;s stated : 

"In the first 100 days the following will  

be undertaken..." 

Among others. I am only dealing with the 

price rise question. 

"... Arrest price rise in essential com-

modities, and in particular roll back prices 

to levels obtaining in July 1990 in the case 

of : 

Diesel, kerosene, salt, edible oils, 

cycles and 2-wheelers, electric bulbs, 

cotton sarees and dhotis of 40 count or 

below, stoves including smokeless 

chulhas, newsprint, postcards, inland 

letters and envelops." 

 

THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): Mr. 

Baby, please continue. 

SHRI M. A. BABY: This has been the 

Promise made in the Congress (I) manifesto. 

And with the virgin innocence of Manmohan 

Singhji, once Manmohan Singhji joined 

politics and took up the responsibility of the 

Finance Ministry, he has stated.. . 

THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): Let us 

not be individualistic. He is representing the 

Government. 

SHRI M. A. BABY: That is precisely what 

I mean. Mr. Manmohan Singh is presiding 

over the financial and economic conditions of 

the country. 



 

THE VICE-CHAIRMAN (SHRI 

BHASKAR       ANNAII      MASODKAR): 

Mr. Baby is overtaken by individual spirit. 

SHRI M. A. BABY: Sir, my point ;s, the 

hon. Finance Minister has stated that this is 

something which is unachievable. After a 

point of time, the hon. Finance Minister was 

made to make certain modifications in the suo 

motu statement, thanks to motivation. But the 

point is, only a few days remain to reach that 

hundredth day mark. I don't know whether the 

Parliament Session has been visualised in this 

manner so that on the hundredth day we will 

not have a sitting of the Parliament, la any 

case, on the 26th of September— if I am not 

mistaken—we are reaching the. hundredth 

day. when  such -Msviraass in black and white 

was given to the people, what measures are 

being taken by the Government to implement 

the electoral promises made during the 

General Elections ? I would like to see that 

these election promises are implemented. 

While demanding so, my humble alternate 

suggestion is that even if you fail to roll back 

the prices to July, 1990 level, at least there 

should be measures to see that the galloping 

inflation is arrested. Will the Government take 

measures? 

THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): We 

discussed the prices yesterday. He has given 

certain assurances. 

SHRI M. A. BABY: But the point is, when 

wo discuss the Finance Bill, if we just omit 

the question of price rise just because we 

discussed it yesterday that would be a great 

injustice to those millious of poor people who 

suffer due to price rise. Now, we had some 

discussion regarding the plan perspective. In 

fact, a topic which should have formed part of 

this discussion was undertaken yesterday 

when price rise was discussed and an hon. 

Member referred to the plan perspective and 

stated that we followed the planned economy 

on the basis of the experience of the Soviet 

Union. It was stated that since that has been 

proved a failure in Soviet Union—according 

to that hon. Member— it is time that we also 

disband we also disapprore, we also abandon 

the perspective of planned economy.  Here I 

would 

 

like to express my serious disagreement with 

that proposition, if at all any other hon. 

Member also holds this view. Perhaps when 

Birlaji speaks, he may be dealing with this 

subject. My humble submission is that in the 

Soviet Union momentous changes are taking 

place and we have to wait and see how events 

will turn. But to state that planned economy 

did not help Soviet Union at all will be a gross 

injustice to historical factors. I don't want to 

go into details. I have the benefit of 

Masodkarji being in the Chair when I deal 

with this issue. Through planning Soviet 

Union could develop as one of the two great 

powers in the world from tha most backward 

conditions. And whatever is happening in the 

Soviet Union today, we should not fetgit 

certain, historical facto that fhruogh planned 

economy, the Soviet Union achieved such 

great heights in the field of sdence and 

technology wherebjy they could send the first 

Sputnik into spate and the first human being, 

Yuri Gagarin in the space. At the same time, 

there were many serious defects also in the 

planning of the Soviet Union, especially at the 

later stage, which is not a subject matter of our 

discussion. But the point is, scienti fic 

planning did help the Soviet Union and in 

spite of our serious criticisms about the 

planning processes in India, we agrfee that 

planning did help India to develops as a 

developing country with all the inrfa structure, 

the public sector undertakings and heavy 

industrial units that we have today. Therefore, 

taking one-sided view of plan perspective 

would be disastrous. 

I want to make another submission. One of 

the illustrious sons of India from die 

economic field, Dr. Amatya Sen, in one of his 

interventions, in fact in the Presidential 

Address at the Economists Conference which 

dealt with the developments in East Europe 

before what happened in the Soviet Union, 

made a valid point. But before making that 

point, I want to underline the fact that Dr. 

Amatya Sen is not a Communist or a 

committed Leftist. He stated that economic 

democracy could be effected only in socialist 

countries, with the avatlabili'7 of wealth and 

vaiues of the country for every citizen. This is 

the achievement of socialist countries, that is, 

democracy so far as national wealth    is 
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concerned, But therewere shortcomings and 

lacunae or inadequacies in implementing 

democracy at the political place. Therefore, 

economic policy effected through the budget, 

through devaluation, through the new export-

import approach and the so-called new 

industrial policy, is going to be disastrous to 

us, is going to be disastrous to the 

independent development of our country. I 

would also like to make a submission that 

negotiations are on regarding individual 

property rights, on General Agreement on 

Trade and Tariff and we the Members of 

Parliament and other prominent citizens have 

been collecting signatures to stand by the 

Government of India's position that we will 

not compromise on this issue, and I urge upon 

the Finance Minister and the Government of 

India, taking this opportunity, that so much of 

pressure is coming on the developing coun-

tries like India to effect new colonial ex-

ploitation and to make a country like India the 

prime target. We should resist such efforts of 

imperialism, such protagonists of uni-polar 

world with all our might and for that we have 

to drastically reverse tile economic and fiscal 

measures which are •proposed by the new 

dispensation. 

SHRI    KRISHNA    KUMAR    BIRLA 

(Rajasthan): Mr. Vice-Chairman.,, 

THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): For the 

Congress party, there are... 

SHRI KRISHNA KUMAR BIRLA:    I do 

not take very long; I always try to be 

precise. 

I  rise in support of the Finance  Bill moved 

by the Hon. Finance Minister. 

The Budget, in my opinion Sir, is an 

evidence fo macro-economic concern of he 

Finance Minister. In this policy stroo sure, 

there are several pillars and budget is at the 

core. The first pillar is the adjustment of 

external value of the rupee. The second pillar 

is the new import and export policy. The third 

pillar is the liberalisation of industrial policy 

and encouragement offered to international 

companies, And finally, the Budget. It is 

consistent with the  above policies and  the 

Budget 

has tried to protect the interests of the poor 

and the needy. An endeavour has been made 

to ameliorate the condition of the 

downtrodden. This was the best that could 

have been done under the circumstances of 

severe financial crisis through which the 

country has been passing. The Finance 

Minister also deserves commendation for his 

efforts to reduce the fiscal deficit from 8.5 per 

cent of GDP to 6.S per cent; the figure, 

perhaps, may rise to 6.7 per cent. With there 

preliminary observations, I would like to offer 

a few comments. 

The Finance Minister mentioned about the 

role of the banks. He said that the 

Government would fix the minimum rates of 

interest. Thereafter, the Banks even though 

the minimum rate is fixed, they are at liberty 

to decide their own rates of interest. This does 

sound good. Control should be as little and as 

minimum as possible. But before relaxing 

such controls, conditions should have been 

created so that the banks could have their 

limbs moving freely and they could 

endeavour to help the corporate sector, the 

poor and the needy. As it is, the high CLR 

and the SLR ratios take away 63 per cent of 

the deposits. The result is that the banks' 

autonomy is crippled, their lending capacity is 

reduced and their manoeuvrability is sheckled 

This, along with credit squeeze, is playing 

havoc with the economy and with the 

industrial production. The purpose of the 

credit squeeze is to check inflation. It is a 

good idea. But if production is affected as a 

result of the credit squeeze, it will lead to 

inflation and it will lead to unemployment. 

Taking one from the Finance Minister's 

statement, the financial institutions have 

raised their rates of interest. It was about 14 

per cent earlier and it has now been increased 

to 20 per cent. This is a very serious matter. 

The financial institutions should certainly earn 

profits. Nobody will deny it. But they should 

try to encourage new industries coming into 

operation. Bat with the crippling rate of 

interest of 20 per cent, I don't know how far 

they will succeed in their objectives. I would 

also like to pose the question as to how the 

Indian corporate sector could complete  with 
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the corporate sector in foreign countries 

where rates of interest are 10 to 12 per cent 

and In some countries like the USA, 

Switzerland and Singapore, even lower than 

that. 

In my opinion, the banks and financial 

institutions should have been asked to 

compete just like the insurance companies are 

doing. Instead of that, they are form-ign 

cartels and they are adopting, in several cases, 

an imperialistic attitude and dic-tating terms. 

Monopoly of any type is bad. 

I would like to say a few words about the 

valuation' of shares of unquoted    investment 

compaines. Although it appear from the  

Finance  Minister's   speech  that     this is a 

closed chapter, I am all the time raising  it  with  

the   pious   hope   that   it   will receive the 

Finance Minister's attention at least next year 

or in any supplementary Budget if we  are to  

have one. The proposal,   is   that  valuation   

should   be determined on the basis of the 

break-up value and   the   market   value   of   

each   asset   in the   investment   company.     

The   proposed method,   in  my  opinion,   is  

very   complicated, irrational,  cumbersome 

and imprac tical, Earlier, similar efforts were 

made in 1981, 1986 and last by in 1989. Mr. 

Cha-van, was the Finance Minister at that time 

and he  acknowdeged the hardships which the 

shareholders will b put to, as a result of   this.   

The  proposed   methods   are  also against 

principles aid down by the Supreme Court. The 

Finance Minister has, no doubt given relief by 

stating that an average of ten years' prices of 

shares could be taken. But  this  does  not 

mitigate the hardship. The hardship is still 

there. I would humbly urge upon the Finance 

Minister to reconsider this  matter  at  the  

appropriate time. The liberalisation of 

industrial policy was good. I am very happy 

that multi-nationals are being invited to invest 

in our country But   there   is   one   obvious   

contradiction It is that, on the one hand, we are 

inviting  the  multinationals  to  invest,  but  on 

the other hand, the corporate tax,  along with 

the 15 per cent surcharge, now, comes to about 

51.75 per cent, which is one of the highest in 

the world, as far as I know 

More serious is the reduction in the 

depreciation rate. The Finance Minister re-

duced it from 33.25 per cent to 25 per cnet. 

This, in my opinion, is a retrograde step. It is a 

kind of disincentive for modernisation. If 

Indian industries have to stand in competition 

in export markets we have got to give them 

incentives to modernise and keep their 

machines and equipment up to date, on par 

with the machines and equipment of other 

countries. 

One very interesting and important subject 

is black money and the hawala business. I 

take both together. Every Finance Minister 

makes effort to overcome the menace of black 

money and the hawala business. My opinion 

is that there anpears to be no chance of 

eradicating this evil, until and unless we are 

able to find solutions to two problems, until 

and unless two conditions are fulfilled. 

Firstly, as far as elections are concerned, 

unless we bring about electoral reforms, the 

problem of black money cannot be solved. 

This is because, at the time ol elections, big 

demands for money, for cash money are there. 

At the time of elections, every party, whether 

it is party 'A', or party 'B' or party 'C, needs 

cash money, needs funds. 

The second thing is the smuggling oi gold. 

The disparity in prices in India and foreign 

countries—it is about 30 per cent —is a very 

big incentive for the smugglers to bring gold 

into the country. It was, in this conenction, 

that I made a Special Mention a few months 

back. My impression is that the Finance 

Minister happened to be present at that time. 

We should encourage the NRIs to bring gold 

into the country, allow them to sell it to the 

Reserve Bank of India at the prevailing Indian 

prices—I am not talking about world prices—

and accept the money for the gold in Indian 

rupees. 

Regarding the slide-down of the rupee one 

important NRI said that it was a matter of 

national shame. I would not comment as to 

whether it was a matter of naitonal shame or 

not. But I will certainly say that it was 

something which was unavoidable. The slide-

down, in my opinion^ is not likely to stop. 

This should be    a 
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matter of national concern. The slide-down 

can be stopped only if we are able to check 

and reduce inflation to the same standard as is 

prevailing in the developed countries. 

Besides, productivity also has to improve. I 

would urge the Finance Minister to be 

vigilant and alert on these poin!s. 

The world is moving towards deregula tion 

and privatisation. In most of the countries of 

the world, including the Soviet Union, this 

phenomenon has taken place, or, is taking 

place. The Government of India's policy also 

is to encourage the private sector. This is a 

point in regard to which I would like to offer 

some comment. It is that, because of the 

mutual funds coming into existence, in 

abundance, effective State control is rising at 

an alarming rate and more and more industries 

are going indirectly in the hands of the State. 

In most of the blue chip companies, more than 

40 per cent—in some cases, more than 50 per 

cent—of the shares have been acquired by 

various financial institutions and mutual 

funds. This is a disturbing trend and an 

ominous scenario. What is at stake is the very 

privateness of the private sector. If the reports 

are correct, I understand, a large amount is 

there with the mutual funds. A sum of 

something like Rs. 20,000 crores, which 

represents the savings of the public, has been 

deposited with these mutual fun-Is, about 

eight in number. As far as financial instiutions 

and mutual funds are concerned, their role 

should be that of a catalyst towards promoting 

industries and for industrial growth. They 

should not be controller of the industries or 

decider of the private secotr. So, my 

submission for the consideration of the 

Finance Minister would be that the existing 

holding of the financial institutions and mutual 

funds should be reduced to 25 per cent and 

they should be asked compulsorily to invest in 

shares of new companies. In this way, they 

could play an important role towards 

industrialisation of the country. They could 

assist the promotion of new industries and 

they could disinvest when the new companies 

come of age. 

There is another new concept which 1 

would like to introduce. The Finance Minister  

must   be   aware   of  it   and  that  is 

concerning non-voting equity shares. Such an 

experiment I understand has been tried out 

successfully in some other countries Such 

equity shares would not have voting rights, 

but otherwise, would have every other right 

and they would participate in the dividend of 

the company as much as the other equity 

shares would do. As a result of this, there 

could be two bene fits. One,it will improve 

the floating stock position in the country. At 

present the floating stocks are rare as the 

investments of the mutual funds are large. So, 

this will be one benefit which will be there; it 

will improve the floating stock-positicn of 

blue chip companies. Secondly, such equity 

shares might prove to be very valuable and 

very popular with the NRIs. We could garner 

substantial foreign exchange by offering them 

to NRIs. 

I have given a few suggestions. In totality, 

in my opinion, the budget is good and certain 

measures taken by the Government are 

excellent. I support the Bill. 
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"It has been stated in the Budget that the 

Government intends to reduce its 

reliance on indirect taxation for raising 

the required revenue. This budget has, 

of course, made an attempt to increase 

the revenue from direct taxes but a 

study reveals that its reliance on 

indirect taxes ha3 not been lessened. 

The ratio between indirect and direct 

taxes remains  at 80 :20." 
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SHRI BHUBANESWAR KALITA:The 

hon .Member should refrain from charac ter 

assasintion That part should be ex punged 

from the record. 

THE VICE CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR):I will 

see the record Now Plesed sit down 
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*Expunged as ordered by the Chair. 
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6.00  P.M. 

THE        VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR) Please 

sit down. I will see the record.... 

(Interruptions)... Let us not escalate the issue. 

Raghavji how, much time you would take? 

 

SHRI BHUBANASWAR KALITA; 

Whatever character assassination remark has 

been made by the hon. Member, should be 

expunged. If they are demanding tx punction 

of remarks by the Member from our side, we 

also demand the expunction of remarks made 

by their Member. 

 

THE        VICE-CHAIRMAN (SHRl 

BHASKAR     ANNAJI     MASODAKAR): 

Md.  Mathur,  please sit down. 

SHRI ASHWANI KUMAR: Don't get 

emotional about the names.. .(Interruptions) ... 

THE VICE-CHAIRMAN (SHRl 

BHASKAR ANNAJI MASODKAR): Mr. 

Kalita, now I am on my legs; would you 

please sit down?... (Interruptions) ... You also 

sit down. This is not the way to carry on the 

debate. Making accusations and counter-

accusations is not going to help us. Let us not 

indulge in it. 

 

*Expmged as ordered by the Chair. 
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THE        VICE-CHAIRMAN (SHRI 

BHASKAR       ANNAJI      MASODKAR): 

Mr. Mathur, I am on my legs. Now, let us 

proceed in a little orderly way and dignified 

way. 

SHRI JAGDISH PRASAD MATHUR: We 

always try to help in running the House in an 

orderly way and dignified way. But first they 

provoked us.. . (Interruptions) . . . 

THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): Yon 

should not get provoked. 

SHRI M. A. BABY: Any unparliamentary 

references made from both the side* should  

be removed from the record. 

THE VICE-CHAIRMAN SHRI 

BHASKAR ANNAJI MASODKAR): If tkere 

is anything, we will remove ft from the record. 

SHRI M. A. BABY; Let our record not 

atmk. Please remove upparliamentary re-

ferences from the record. 

THE        VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): If there 

is anything unparliamentary, it will be 

removed. But if there is any expression of 

emotions and sentiments, it cannot be 

removed. This is not unparliamentary. The 

Members are entitled to express their 

sentiments... (Interrup. tions) . .. Mr. Kalita, 

again you have got up? 

SHRI BHUBANESWAR KALITA: 1 am 

telling you with all the force at my oommand 

that their Member has started making 

references. 

SHRI JAGDISH PRASAD   MATHUR: 

What  *you  are  talking? 

 THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR: Mr. 

Pandey, you are going to speak on 

      this Bill. You can deal with all those paces 

      then. Now, Mr. Raghavji, how much time 

      are you going to take? 

SHRI     RAGHAVJI:      Ten  to  fifteen 

minutes. 

THE VICE-CHAIRMAN (SHRI 

BHASKAR ANNAJI MASODKAR): No. 

There is a statement to be made now. We will 

take up the statement. Your speech will 

remain inconclusive. Hon. Minister. 

SHRI RAGHAVJI: I will continue later. 

STATEMENT BY MINISTER 

Measures   proposed   to  strengthen   Public 

Distribution System 

THE MINISTER OF STATE IN THE 

MINISTRY OF CIVIL SUPPLIES AND 

PUBLIC DISTRIBUTION (SHRI KAMA-

LUDDIN AHMED): Sir, the House will 

kindly recall that Prime Minister had made a 

statement earlier in the House on the Public 

Distribution System and promised that a 

comprehensive plan to strengthen the Public 

Distribution System would bo placed before 

the House. 

 
(Interruptions) 

 

Expunged as ordered by the Chair. 


