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SHORT DURATION DISCUSSION
Discussion on the price situation in the
country— (Contd. )

IaqaTsTs (A wHIRIA {9g) 7
TH 9T FH T 83T A 47 qfF a%
F91 FT & 4, 39 gwasw (9f)



239 Short Duration

[5F wiwe wate Fag]
T AMAG qem ot amER ST
A A ag wg o 7 wEW
AUH AT qfr A€ & 41 fF wae
OH 31T Hew THWE 7 oA99 ¥
T UF Fageq fgam owwm | gmifE
A TEET wET AT AT AW A
T E, e @1 § sAwwalg FEM
& aiw fm & mat atg @ w70

_ A e syt (FEw) oA
4 A qIT ATTN T AT H
A A9 qF o ogAd AT qTW G
A9 Tz gt it 20 fEme A9
o, @ fr & wwar 92 " @0
ar | zafau @m afs S T w2
A Al 75 T IR |

Fegvreas (s wwwEmE WE):
% %, AT = FI090 |

SHRI RAMESHWAR THAKUR: Sir,
yesterday 1 had mentioned one aspect
in detail. That was in regard to
deficit financing. The hon. Minister
has mentioned from various forums
that the basic reason for the increase
in prices has been deficit financing,
debt burden and payment of interest.
In this connection 1 had mentioned
some of the aspects. Deficit financing
has been a natural feature of our
entire  economic process. Right from
the First" Plan 1 had given the basic
data. Out of Rs. 1, 960 crores, Rs. 330
crores was the deficit in the first
Plan. Similarly, in the Second Plan,
out of Rs. 4, 600 crores, the deficit was
Rs. 950 crores and in the Third Plan,
out of Rs. 8, 500 crores the deficit was
Rs. 1, 330 crores. Similarly, in the
Fourth Plan Rs. 2960 crores, in the
Fifth Plan Rs. 2820 crores, in the
Sixth Plan Rs. 16, 570 crores; in the
Seventh Plan it seems that the origi-
nal thinking was Rs. 14000 crores
but it was Rs. 13000 crores. My sub-
mission in brief is that if we take
the deficit as a percentage of the
GDP, the Central and the States
put together, from the Government
data we can say this has been within
certain limits: In 1977 it was 4. 7 per
cent,in 1981 it was 6.5 per cent, in
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1985 it was 7. 7 per cent in 1986 it
was 8. 8 per cent, in 1987 9. 4 per
cent, in 1988 84 per cent, in 1989
8. 4 per cent. Therefore, it is within
a certain limit. As [ was trying to
explain yesterday, the deficit is with-
in 10 per cent. We may take one more
data and 1 would like to say this
particularly for the honcur'able
Minister, larger outlay and invest-
ment is an imperative, is an impor-
tant aspect in any planning, econo-
mic  planning. In  this context [
would like to mention, if we take
the total) outlay of the Plata and
the deficit, the percentage is vary
important for any developing econo-
my. Economic  planners the world
over have always said that in the
world  economies, particularly in a
developing economy there is bound
to be some deficit, "deficit within a
limit. My point is in the year 1930-81
out of a total outlay of Rs. 36, 845
crores the deficit was Rs. 3451 crores
which was around 9. 3 per cent. I
will give you figures for a few years.
In 1985-86 out of a total outlay of
Rs. 83, 961 the deficit contemplated
was Rs. 3439. It was the lowest, 4. 08
per cent. In the year 1987-88 out of
1, 12, 169 crores the deficit contempla-
ted was Rs. 5504 crores, 49 per -cent.
In the year 1989-90 the total outlay
increased to Rs. 1, 49, 227 crores and
the deficit was estimated to be origi-
nally Rs. 8206 crores, 5. 5 per cent,
but it has gone up. And the honour-
able Minister rightly pointed out that
it was likely to be in December Rs.
13500 crores. "We do not know what
the final figure would be on 31st
March. Even if it is Rs. 13500
crores. 'Would ~ be about
9 per cent of the total outlay. My
point is if it is 10 per cent, then it
is accepted as normal. However, the
other  factors are also  important.
There have been difficulties about
standard rates, foreign reserve  posi-
tion, about export-import position
and several other aspects. And in-
flation, to some extent. But that was
not the only factor as if couRt be seen
from the overall situation. Even in
the other countries you see the in-
flation situation: In Bangladesh 18.5
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per cent, in Pakistan 10. 7 per cent,
in Kenya 12 per cent, in Korea
m 13. 1 per cent, in Nigeria 16.5 per
cent, in Peru 38.2 per cent and in
India it is within 7. 5 per cent, even
though there was a severe drought.
Apart from this the only submission
I would like to make is the major
factor which has been responsible for
this  situation, as  the honourable
Minister  himself has attributed, is
the Budget. The other important as-
pect which the honourable Minister
has mentioned is the internal and
external liabilities of the Govern-
ment of India and also the interest
burden on public debt. In this con-
njection I would like to mention a
few figures. This has been supported
by the Advisory Committee members
also. I am giving you the internal
and external debt liability figures of
the  Government of India. And, the
internal debt, as a percentage  of

GDP, in 1970-71 was 29. 87 per cent
and the external debt was 15. 02  per
cent. I am giving these figures from
the report. These are all Government
figures, verified  figures, mentioned in
an  article by Shri Bhattacharya, a
noted  economist, in  the "Economic
and  Political" Weekly", April 14-19.
This gives the complete figures year-
wise from 1970-71 to 1989-90. Now,
my point is that in 1979-80, the
internal debt was 13. 20 per cent—
this is as a percentage of GDP—and
external debt was 8. 71 per cent. In
1984-85, the internal debt was 41. 49
per cent and external debt was 7. 21
per cent and, in 1989-90, internal
debt was 55.91 per cent and the
external debt was 6. 77 per cent. By
any means, though the interest bur-
den has been there, this has been
within  reasonable limits and this s
because of the total expenditure  or
total outlay in the Plans. The total
outlay in the Seventh Plan was 25
per cent more than the total outlay
of the first six Plans {Time bell rings').
You have rung the bell and there is
not much time now. Anyway, in the

I would like to

indicate a similar

case of interest also,
say that the
position.
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The interest burden on our public
debt in 1979-80 was 8. 88 per cent
and as a percentage of GDP it was
2. 14. But, in 1985-86, it went up to
2. 57 per cent and in 1988-89, it went
up to 3. 53. Now, my point is that we
when see the totality of the picture,
we will fin3" that there has not been
any abnormal thing, particularly if
we keep in view that there has been
growth in agriculture, growth in in-
dustry, and this position is accepted
by the Government Report itself, the
first Report of the Economic Advisory
Council of the Government of India
released in December 1989. 1 would
like to quote the very first sentence
in which it is said:

"The decade of the
seen a period of
growth in GDP at
cent which compares relatively
favourably ~with that recorded by
most developing countries. "

'eighties  has
relatively  higher
around 5 per

Secondly, even the latest World
Bank Report, which has now been re-
leased, also mentions about the com-
mendable performance of the economy
during the ‘'eighties. Now, the honour-
able Minister has been pleased to
mention that one of the factors of the
rise in prices has been the Budget
and many Members in the House have
mentioned about the effect of the
Budget levies on petrol, iron and steel
and certain other items. I would not
like to take much time, on this. But
I would like to state that apart from
these things, we have to take into con-
sideration two or three aspects.

in a deve-
expenditure

While tackling price rise
loping  economy, non-Plan
has to be curtailed and 1 have some
suggestions to offer in this connection.
In the case of non-Plan expenditure,
the major thing is the subsidy and the
second thing is the interest payment
about which [ have briefly mentioned
just now and the third is the Defence
expenditure. Ever, in the case of sub-
sidies, there is the question of subsidy
for food, fertilizer, public utility ser-
I vices, public sector, social  services,
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natural calamities, added assistance to
the States, etc. and this is a very
wide field. It is a very wide field
though 1 have mentioned only three
main items.

Now, in this connection I would like
to  mention that the  Government
should take steps to ensure that the
subsidy which is being given, which is
important, and which has been a very
substantial amount, year by year in-
creasing, we have to see, reaches the
consumer, the common people, and
not the middle level people. 1 would
have given examples if there was
time. But I would give example of
only one thing, whether it is possible
to work out a via media that the food
supplies made for common people
reach the common people and the rich-
er sections could bear the burden of
normal market price. It is a matter
for  consideration. Second aspect s
also about the fertilizers. We know
the working of fertilizer companies. It
seems that the fertilizer company in
the public sector is working within 40
Per cent capacity only. Unless we im-
prove the working capacity, we will
always be suffering losses and the sub-
sidy will go to meet their losses. And
others also are working within 60 per
cent capacity. (Time bell rings)

Secondly, in the case of exports also,
a selective way should be there to give
subsidy, not on a very long term basis
but it should be primarily to  start

such technological improvements
which can ultimately make India more
self-sufficient. And in the case of

Defence, Sir, it is a sensitive project,
but still I would like to suggest that
we should avoid all the projects going
to HAL and other installations. There
are delays and delays. Reports are
there. There are reports of  Com-
mittees  of Parliament. Enormous  de-
lays are there, and there is cost esca-
lation in public  sector establishments
relating to Defence also. This situation
should be improved. Revenue  ex-
penditure required for them should be
given in time. And there are certain
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areas in which revenue expenditure
also can be minimised and controlled
and the production wunits should be
brought out with better productivity,
efficiency and profitability and not
carrying forward of losses.

The Government must take effective
steps to avoid black marketing and
again generation of black money. Hon.
Members have indicatad some schemes
in the Committee meetings. But I have
a feeling that something more is re-
quired to be done. One positive sug-
gestion that I would like to make is
that the Government must make' a
more systematic, planned and detailed
survey of those taxable people or areas
which should be brought in the tax
net. In India today we have got
large sections of taxable people who
are not paying taxes and are not in
the tax net.
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SHRI RAMESHWAR THAKUR: 1
am hopeful that the hon. Minister will
assure us that a long-term fiscal policy
would be made and known imme-
diately. Of course, the other aspect
is that the control mechanism must be
strengthened  sufficiently and also we
should see that the public distribution
system is improved substantially.

In regard to the Voluntary Disclo-
sure Schemes which have failed earli-
er, I still have a feeling that the Hon.
Minister may think of something more
positive in addition to the two aspects
which are being considered, i. e. the
housing schemes for the slum areas
and the rural vulnerable sections of
the people so that there is a more
effective channel for the people to
come out with black money.
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Sir, the working of the Settlement
Commission has not been effective. It
has not been effective because there
is a rivalry between the Settlement
Commission and the Central Board of
Direct Taxes. There is no elfective
coordination. ~ That  creates a  pro-
blem. This should be done.

The simplification of the tax struc-
ture should be brought about imme-
diately. We should bring out one
taxation code including income-tax,
wealth-tax and everything.

Sir, lastly I would like to say that
this Public Distribution System should
be improved, administration should be
toned up, supply position should be
improved wherever necessary and im-
ports should be made. But it should
be ensured that the public gets the
essential commodities at a reasonable
price in all the areas and more parti-
cularly in the rural areas, the tribal
oelt and in areas where the weaker
sections of the people live. This as-
pect has to be strengthened. Other-
wise, we have a feeling that in spite
of the best wishes of the Government,
it has not been done during the last
six months. It has not been possible
to control the price rise. The prices
have been increasing day by day.

Sir, I am not one of those persons
who take into consideration the poli-
tical aspect. 1 think the Covernment
should take firm act: on. They should
not take a defensive view of the past
and the present. I am quoting Mr.
Babatosh Dutta, the noted economist.
He says in his very well-known book
entitled The Indain Economy-.

"The origin of inflation is often
to be found in the panicky nervous-
ness of unstable governments in
politically unsettle Communities,
given political stability, there is no
reason why India should not be
able to carry out her future plans

without  generating  serious  (infla-
tionary  pressures on  the  price
level. "

With the effective steps taken by
the hon. Finance Minister and the
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Government, it should be possible to
contain the prices. It must be done
in the general public interest. Thank
you, Sir.

THE VICE-CHAIRMAN (SHR1
SHANKAR DAYAL SINGH):: I am
calling Mr. T. R. Balu. I would re-
quest him to begin his speech after
lunch.

The House stands adjourned till 2. 30
P. M.

The House then
lunch at thirty-three
one of the clock.

adjourned  for
minutes  past

The House re-assembled  after
lunch at thirty-three minutes past
two of the clock, The Vice-Chairman
(Shri M. A, Baby) in the Chair.

THE VICE-CHAIRMAN: We conti-
nue with our discussion on price rise.
Shri T. R. Balu. Please try to be brief;
we are running short of time.

SHRI T. R. BALU (Tamil Nadu):
Mr. Vice-Chairman, Sir, I have to
thank you for having given me this
opportunity to make my submission on
the very important and excruciating
issue which affects the common man
and the salaried people.

Sir, how does the price-hike occur?
There may be so many reasons, but
I want to confine myself to three or
four issues only. Sir, price-hike oc-
curs because of deficit financing or
unchecked parallel economy of black
money or due to the frequent rising
of administered prices by the Govern-
ment or due to the imbalances in the
foreign trade. Sir, year after year
and year by year, whichever Govern-
ment comes and goes, there is no
proper check in dificit financing which
ultimately leads to inflationary re-
actions, and induces the price-hike.

There should be some check on this.
The trend towards more and more
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deficit financing should be curtailed
by all possible means. This should be
done in consultation -with eminent eco-
nomists.

Whenever a new Government
comes, it inherits the ejects of this
deficit financing from its predecessor
Government. This happens every
time, whichever party comes to power,
the trend is same, whichever party is
ruling, whether it is the Janta or the
Congress or any other party. But I
would like to point out here that during
the earlier Janata rule, on an average,
the deficit financing was of the order
of Rs. 1, 400 crores per year. Subse-
quently, during the Congress rule, it
was of the order of Rs. 6, 000 crores.
Now, I see that it is Rs. 7, 200 crores.
Therefore, this menace should be
checked in consultation with the emi-
ment economists of our country.

As 1 said the black-money-holders
are running a parallel economy in this
country. This has not been checked in
spite of many laws and even after
forty years of Independence. There
should be some check on these people.
They are wusing their black money
freely in trade, etc. It becomes a pro-
blem of haves and have-nots. The
people with black money are ready
to compete with others in various
trading activities. What happens? The
have-nots, the honest people, are not
able to compete with the tyranny of
the  black-money-holders.  This  should
be checked effectively.

Coming to the administered prices.
1 urge upon the Government not to
resort to this every now and then, spe-
cially before the Budget. Generally, be-
fore the Budget, the Finance Minister
—this is the case with every party—
holds  discussions with the various
public sector undertakings. The result
is that the administered prices are
increased, specially in the case of the
essential commodities, which affect the
interests of the common man. Many
eminent economists had advised the
Government many times not to resort
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to this sort of price hike before the
Budget. But nobody cared. Nobody
took the advice of the economists seri-
ously. Even our Government has
resorted to this sort of price hike
before  the  Budget. The  Railway
Minister also  increased the  freight
rate and passenger fares. Then came
the taxation in the Budget. Ultimate-
ly, it is the common man who suffers
as a result of such increases. There
should be some sanctity and the Gov-
ernment should adhere to the advice
of the economic experts. Whichever
Government comes and goes, they
hike the administered prices and there
is an allround price increase. This
practice should be stopped.

Prices also rise because of the im-

balance in foreign trade, imbalance
between exports and imports. Exports
should be encouraged and imports

should be discouraged so that -we can
earn more foreign exchange. In this
connection, I would like to point out
that our hon. Minister, Prof. Madhu
Dandavate, has promptly come up
with  some policies. [ think, in the
years to come, they will give results.

SHRI V. NARAYANASAMY: What
are those policies?

SHRI PASUMPON THA. KIRUTTI-
NAN: Our Finance Minister will ex-
plain it to you.

During the Congress rule in the 60s
the gross domestic product (GDP. ) had
gone up to 5. 7 per cent whereas the
money supply had gone up to 17. 2 per
cent. The net result is that the sale
price went up to the extent of 8 per
cent. Therefore, there should be scene
financial discipline as far as this issue
is concerned. Before I conclude it is

my duty to warn our Government,
the National Front Government, to
take care of not only safeguarding

itself from the menace and sabotage
that is being planned by the Congress
people but also from the rising prices
which is causing concern in the minds
of the common people, down-trodden
people.
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THE VICE-CHAIRMAN (SHRI M.
A. BABY; Shri Krishan Lal Sharma,
not there. Shri Gurudas Das Gupta,

not there. Shri Nagen Saikia, not
there. Professor Sourendra Bhatta-
charjee.

AN HOX. MEMBER: It seems no-
body is interested on that side.

THE VICE-CHAIRMAN ( SHRI M.
A. BABY): They are so much interest-
ed that the time allotted to them
has already been exhausted.

SHRI V. NARAYANASAMY To-
day morning it was agreed that they
would accommodate two of our Mem-
bers.

THE VICE-CHAIRMAN (SHRI M.
A. BABY) If there is some time left,
if the time permits, naturally your
Members will be permitted.

PROF. SOURENDRA BHATTA-
CHARJEE (West Bengal): Thank you,
Mr. Vice-Chairman, for giving me this
opportunity to speak on an important
subject like price rise. Instead of add-
ing any epithet to it I have simply
called it 'price rise' because that will
give it the widest context since deno-
tation and connotation very inversely.

The extent of price rise in respect
of household items of daily necessity
need not be repeated here, it is known
practically to everybody. It must be
said that this price rise is not a novel
phenomenon during the regime of the
National ~ Front.  Rather  almost the
perennial rulers of this country till
1989, with a gap of about three years,
that is the Congress, was the first
party responsible for -making price
rise a permanent phenomenon in the
life of the common man. Consequent-
ly there had to be repeated movement
against price rise for food, for other
articles of daily necessity. The his-
tory is replete with many such in-
stances of movements. National
Front Government must be aware of
it because it has within it many who
had been in the forefront of many
such movements. The portents are
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rather ominous. For example in our
part of the country the price of rice
is rising in alarming proportion, to-
gether with the price of another com-
modity which is very much in demand
in  West Bengal, particularly the
Eastern region of the country, that is
mustard oil. It has perhaps crossed
the 40-rupee mark.

Never before did this occur. And it
will be no comfort to anybody that
since the import of rapeseed oil was
stopped, therefore this hiking has oc-
curred. Before stopping this import,
steps should have been taken to pre-
vent the hiking, because when a thins
becomes scarce, it does not mean that
its production cost increases. Traders
take advantage of the artificial scarcity,
or even a genuine scarcity’, in the
country  without allowing  distribution
of the commodity at a reasonable
price. The only guarantee against this
phenomenon is  very well  known.
Black-marketing. profiteering and
hoarding have been aspects of our
economic life for a long time—since
the British days, particularly from; the
days of the Second World War. To
combat these, it is necessary for the
Government to build up an efficient
public  distribution  system  throughout
the country, from whicn essential com-
modities—whether  fourteen or sixteen
that may. be decided upon—have to
be distributed at uniform and reason-
able prices throughtout the country
with subsidy for those who live below
the poverty line. Unless, this can be
done, it is not possible effectively to
combat this menace of price rise.

Deficit financing, is responsible for
this Deficit financing does not neces-
sarily —mean deficit in one year's
budget. It is a multifaceted problem
and entering into it we should not lose
sight of the essential fact that it is
the responsibility of the Government,
particularly  the  Central  Government
which holds the purse strings, to en-
sure distribution, of essential commo-
dities through the public distribution
system at reasonable prices all over
the country. If that is not possible,
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then what happened will be manifest
in certain parts, or in our part of the
country. The effect of the budgetary
proposals in regard to petrol, petro-
leum products, diesel etc. resulted in
increase in  fares of transport. In
West Bengal, the Government opposed
these proposals and suggested an alter-
native and resisted the hike in prices
for a long time. While in Delhi and
other places, the increase was effected
almost  immediately in West  Bengal,
it was resisted for a long time. There-
after some increase was effected. Now
we know that those whose  economic
policies were at the  roof of this

trend—the Congress 1) Party—are
allowed to create disturbance there.
This is one aspect of the situation

which 1 just point out by way of an
example. My appeal to the Finance
Minister would be to take some bold
steps to meet this price rise and at
the same time to mitigate the hard-
ships of the common people all over
the country. Thank you.
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SHRI  GURUDAS  DAS GUPTA
((West Bengal): Sir, we have been dis-
cussing inflation or price rise quite

often, almost in all the sessions of this

Last time on the
had discussed a

House.
this  House
Duration discussion,
portunity of initiating that discussion.

There is one thing which is
mon. That is,
government  goes, a
placed by another, but one
feature is everywhere.
record of non-performance, the
of inaction remains
The legacy of the past is sought to be

16th May
Short-
and [ had the op-

com-
government comes and
Minister is  re-
common
That is, the
record
unbroken.
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carried on by the present in a most
unashamed way. Therefore. 1 appeal
to the Government not to find satis-
faction in the inaction or all that has
not been done by the previous Govern-
ment led by Mr. Rajiv Gandhi.

This specific situation has a number
of interesting features:

Number one, we are at the threshold
of a double digit inflation. That is, we
are almost at the threshold of a gallop-
ing inflation.

index
178. 5

Secondly, the wholesale price
has reached a new high. It is
with 1981-82 as the base year. There-
fore, the country is passing through a
puzzling phase of inflationary situa-
tion and in this inflationary situation
Or accelerated price rise it is the
prices of the essential commodities
which bring about the greatest thrust
on. the price movement. Therefore-; the
essential commodities are  becoming
most costly in this country today.

Secondly, I would beg of this Gov-
ernment kindly to bear with me if I
say that instability in the Janata Dal
is one of the factors for bringing about
the instability in the price level. The
resignation of a Minister the threat of
resignation of the Prime Minister, the
dismissal of a Minister, the holding of
a rally or the threat of holding of a

rally and the spate of verbal duels
that are carried on openly by the
Members of the Government give the

common people an idea that this Gov-
ernment is too weak, and the business
community has the understanding that
this Government can be ignored with
impunity.

This is one of the important factors
that the people who have come to power,
riding the crest of popular enthusiasm,
should bear in mind. The Government
of change, the Government that promised
a change, must bring about a change, and
if they do not bring about a change, they
will get themselves changed by the people
in the same way as the other Government
had got changed.

[ RAJYA SABHA ]

The third interesting feature, 1 feel, is
that the price rise is totally unrelated with
the level of production. The sugar price
has increased. We have enough sugar in
the country. Let me give you one exam-
pie, the example of pulses. The arrival
of new crop in the market brings about
a decline in the wholesale price. But
the decline in the wholesale price is not
reflected in the retail price.

This is the inherent anachronism which
brings us straight to the root of the prob.
lem that the price rise is related with
black market, that the price rise is related
with black money and it is a manipulated
market that we are living in. And to
counter-act the movement of prices in a
manipulated market, the Government has
no other option but to become drastic.

Sir, allow me to become a little cont-
roversial. I am raising this controversy
as a matter to be discussed by the House
and by the nation. We are always inte-
rested in the increase of price for the agri-
cultural produce, but the recent increase
in the prices of foodgrains by the Govern-
ment under the slogan of giving conces-
sion's to the peasantry, which means the
rich peasantry, has brought about a curse
to the marginal fanners, middle farmers
and the unorganised labour force, who
do not have enough land to produce food
for the total year. Therefore, I would
like the Government to kindly consider
whether this increase in the price of food-
grains is a gift to the kulaks of the
country.

The increase in the budgetary gap has
a reflection in the price movement. This
Government has no power to control the
budgetary expenses. At the time of pre-
senting the Budget it was estimated that
the gap would be around Rs. 7, 000 crores.
According to my estimate, the Budgetary
gap is around Rs. 10, 000 crores. The
I import bill is increasing because of the
liberalisation of the import policy. The
foreign exchange crisis is also taking a
different shape because of the self-defeat-
ing policy of the Government. The Go-
vernment is giving unusual concession to
Maruti cars and the personalised trans-
port, but it is not giving the same con-
cession to the community vehicles. As
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result the consumption of petrol in the
country is rising and the Bill for petrol
is on the rise. Therefore, I believe, that
the Government ft following a contradic-

tory policy.

With the daily depreciation of the
Rupee related to the stronger currencies
of the world, the liberalised import of
the components of consumer durables and
components of synthetic fibre is making
the situation a more deplorable. The
point is that this Government is following
a policy of total liberalisation and total
de-control. As a result it has lost cont-
rol on the economy itself. The point is
there is a policy of arbitrary fixation of
prices of the industrial goods by the
Bureau of Industrial Pricing and Costing.
That policy must be ended. Therefore,
coming to the close, the greatest question
before the nation is what is to be done
and where it is to be done and if at all
something is to be done by the Govern-
ment. To find an answer to this ques-
tion, let me quote the General Secretary
of the Federation of Indian Chambers of
Commerce and Industry. He says that 15
per cent of the price rise is because of
procurement price increase, 38 per cent
price rise is because of budgetary deficit
and 20 per cent of the price rise is be-
cause of increased cost of electricity and
local taxes. By this he accounts for the
increase in prices by 73 per cent. What
about the rest 27 per cent? According
to the statement given by this representa-
tive of the big business, 27 per cent of
the price rise is because of the manipula-
tion of the business community. There-
fore, 1 ask the Government whether it
has got a political decisiveness or the
political will. 1 raise the question of
political will. If the Government has a
political will, they can answer my ques-
tion whether something is to be done and
whether the Government is going to do
something. Therefore, [ call upon the
Government to acquire the political cou-
rage. If the Government can acquire;
the political courage it can touch the
black money, it can touch the business
community, which is holding the country
to ransom. In that situation only it car
at least control the price inflation. Other
wise this Government is goingto  be a
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flop in the same way the previous Govern-
ment had been. Therefore, - as a. party
which wants this Government to continue,
I wish this Government acquires. that
firmness, the decisiveness, the political
will and time is fast moving out and,
therefore, you will not have many ses-
sions of Parliament. Therefore, kindly
take courage and decisively more and
move into action. Only if you move into
action, then, this dangerous situation can
be avoided; otherwise it is a doom not
for you but it is a doom for the great
political experiment that has begun after
the last General Elections. Thank you,
Sir.

SHRI G. SWAMINATHAN (Tamil
Nadu): Mr. Vice-Chairman, Sir while
wanting to Speak on the price situation, I
wanted to check up the Press clippings
index. So yesterday and today 1 had
been, there and spent about an hour or
two over all these Press clippings tracing
the history of the price Situation in the
country, how the Government wanted to
bring down the prices. From the advent
of the present NF Government, the Press
has reported various points. Within the
short time available, I do not want to
elongate my speech except to read out
crisply whatever 1 have written and my
suggestions.

Sir, I may bring to your notice various
Press clippings. The Business Standard,
Calcutta on 2nd December, 1989 Said
"Prime Minister designate V. P. Singh
says; The first task is on price front. "
That is what he has said on 2nd Decem-
ber, 1989.

Then Indian Express, New Delhi on the
8th December, 1989 says; "Prices will
fall. " This is what Mr. Madhu Danda-
vate has said.

The Hindustan Times on the 16th De-
cember says "V. P. Singh; resolute action
on the price front soon. " This, is what
our Prime Minister said on that day. The
Hindustan Times says "Mirdha sees dec
line in. prices. " Mr. Mirdha is pur Minis-
ter of Food and Civil Supplies.

The. Times of India says on 23rd April,
1990 Madhu Dandavate says prices will
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come down. " The Times of India on the
27th April says "Prime Minister assures
Steps to reduce prices in a month. ".

The Economic Times dt. 26th April
reports; V. P. Singh says "check inflation".

Again the Business Standard on 25th
April says "PM orders to curb prices. "
He orders the prices to come down.

Again lastly the hon. Finance Minister
in a weak voice says on the 18th July
"Price rise is due to move to stabilise the
economy. "

They have been saying "Prices will
come down. Prices are coming down.
Order prices to come down. ' When the
prices have not come down the Finance
Minister, Madhu Dandavate says on the
18th July that the price rise is due to the
move to stabilise the economy. Most
probably he means the economy has not
been stabilised before and he has now
Started stabilising it. If he has started
in this argument, in the beginning itself
all these arguments would not have been
there. He could not accomplish to
bring down the prices. As it has been
indicated by the hon. Member who spoke
before me, the wholesale price index was
100 in 1982 which was the base year. Dur-
ing the Congress regime in 1988-89 it was
155. In April, 1989-90 it was 170. 2.
In August, 1989-90 it has gone up to
188. 8. The increase over 1988-89 after
the National Front Government came into
the picture is 21. 8 per cent. Now the
argument focussed by many of the hon.
Members on the other side for the price
rise is that the Congress party was in
power before them. I will only elucidate
this point by quoting the Statement of the
friends of that party in Delhi. The
BJP Leader, Mr. Arya alleged: Mr. Arya
alleged that the prices of almost all essen-
tial commodities have gone up between
50 per cent to 100 per cent since recent
Union Budget. " This is what the hon.
leader of the BJP has said.

Coming; to Mr. Chaturanan Mishra, our
hon, Manber of CPI here, he wrote a

[ RAJYA SABHA ]
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long letter to the Prime Minister on June:
23rd. In his long letter, he pointed out
to the Prime Minister, "that seven months
of the National Front Government has
no difference so far as prices front is
concerned. If anything is to be said,
the situation has taken a turn for the
worse. " That is what the CPI leader
has Said.

Coming to the emergency meeting of
the working Committee of the Delhi BJP
—very important leaders, 1 think, our
hon. Shri Atal Bihari Vajpayee should
have been there—the resolution further
states, "the deficit Budget and in addition,
abnormal increase has been effected in
the price of diesel, petrol, railway freight
etc. which proved BJPs forewarning that
these steps would result in rise in prices.
They have forewarned as per their figure.
They have quoted figures.

Finally, they said one very revealing
things which has also been told by the
hon. friend who spoke before me. The:
resolution says, "the present Government
was in the clutches of profiteers, black-
marketeers and millionaires. " It s
not we who say this. It is the BJP which
is their front, from their side, they
that the present National Front Govern-
ment is in the clutches of profiteers,
black-marketeers and millionaires. No
further condemnation is necessary. Again
the CPI, the CPI (M) and the Forward
Block leaders have already made it clear
regarding the rise in prices of consumer
items which is the direct result of the
proposals made in the Finance Bill, This
is what they have said and it is because
of the Budget.

Finally, I would like to make some sug-
gestions. Number one, drastic and im-
mediate step to curb increase in money
supply is required.

Number two, increase in GDP growth
by resorting to market economy and by
privatising loss-making public sector units,
as has been done in many other countries,
in Eastern Europe and USSR. There
should be no more deficit financing.
Thirdly, take urgent Steps to steer black
money to socially useful and accountable
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channel. Fourthly, import mass con-
sumption items like edible oils, pulses and
if necessary, rice to reduce prices. Then
dialogue with the countries which may
lend supply as credit. Import of these
items can also be linked to export. Then
formulate long term price policy by con-
vening a meeting of the experts. Present
a White Paper on prices to the Members
of Parliament. Lastly, revise your re-
cent restrictions on the petroleum pro-
ducts.

Thank you.

SHRI S VIDUTHALAI VIRUMBI I
think you have supported the privatisation
of industry

SHRI G. SWAMINATHAN: Privatisa-
tion of loss-making public sector units.

SHRI S. VIDUTHALAI VIRUMBI:
That is the policy of the party to which
you belong.

SHRI G. SWAMINATHAN; That is
already beng done.

THE VICE-CHAIRMAN (SHRI M. A.
BABY); Shri. Krishan Lal Sharma-absent.
Shri Anart Ram Jaiswal.

SHRI SATYA PRAKASH MALA-
VIYA: Sir, it is his maiden speech.

[8 AUG, 1990]
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In fact, at the end of last month,
Mr. Dandavate's Government, that is, the
National Front Government, brought out
a booklet called "New Thurst and New
Direction" and in this entire booklet,
Sir, there is just one line on prices and
in that it says, "The pressure on prices,
attributable to a variety of factors,
would ease in the coming months. ". Just
one line! In other words, the Govern-
ment's own propoganda literature has
not got anything to say about prices be-
cause they know that anything they are
saying is not going to be credible among
the people and that, they have to admit
is the truth.

Now, if one looks at the price-rise
situation, one will agree, and every
agrees, that the price-rise is in double
digit. H you really look at the break-
down—I looked at the statistics of rise
in prices since the 31st March 1990,
that is, since the Budget measures came
into operation—you will sec that, accor-
ding to this, the fastest rise in prices is
in the case of food articles, that is just
in a few months' time since 31st March
1990, the food artioe prices have risen,
in wholesale terms, by 11. 2 per cent and
the increase, in the nonfood articles, that
is primary articles or essential commo-
dities, is 6. 8 per cent. So, in fact, you
find that in this category of commodi-
ties, that is, food articles, the prices
have risen the maximum. Again, if you
look at the category of industrial work-
ers, urban middle-class people, that is,
non-manuul employees, as you may call
them, and agricultural labourers, you
will find that the fastest rise since March
1990 is for the upper-middle class. In
other words, it is the food articles whose
prices have risen the fastest and it is
the urban middle class which has been
the worst affected; in fact, more affected
than amy other sector in the society.

Now, the question is what the reason
is for this spurt in prices which is al-
most unprecedented. If the prices in a
few months can rise by 11 per cent in
the index, then what would be the situa-
tion if you take the whole year? 1 would
say that if Mr. Dandavate's Government
lasts that long, that is, till March 1991,
or if he lasts that long, then the price-
rise would perhaps be the highest in
the history for any single year.

[8 AUG. 1990 ]
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PROF. MADHU DANDAVATE: 1
think I am healthy enough to last that
long!

SHRI SUBRAMANIAN SWAMY:
But the Government is less healthy
than you are; I can tell you that.

Now, the question is why the prices
(have risen in this way. And, here Mr.
Dandavate must admit that it is his Bud-
get which is centrally responsible for the
rise in prices. Why? First of all,
all those imposts that he has put on
communication and transport have affec-
ted the economy and have produced a
cost-push inflation in the entire eco-
nomy.

Food prices and vegetable price*
have gone ap because freight rates have
gone up. Petrol prices have gone up.
(Railway freight has gone np. Naturally
the prices of things like salt, vegetables,
etc. go up because they have to be trans-
ported throughtout the length and breadth
of the country.

Second, money supply has gone up at
an unprecedented rate, annual rate of
18. 5 per cent, and in that category the
net bank credit to Government which
is really what the currency printing is
has gone up by 20 per cent. The third
reason what Mr. Das Gupta mentioned
is the general lack of confidence of the
public that this Government is going to
last.. (Time bell rings)

1 assume this is your first bell.

Profiteers and others have been em-
boldened to do this. Here is another
aspect. The fourth aspect has not been
highlighted anywhere in the Budget
document Mr. Dandavate produced capi-
tal surplus to show a lowel deficit than
what the previous Government did. The
overall deficit shown, of Rs. 7000 crores,
was totally artificial, and it was achieved
by cutting down on capital projects. And
as a consequence, they produced capital
surplus and this is the reason why deve-
lopment programmes are being curbed.
So, the question is, would Mr.
Dandavate tell us what he is going to
do? There are only two things he can
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do. One is, he can throw the towel and
say. 'l can't manage the economy' and!
resign and go. This is what his wife is
telling him every day. I de not know.
This is one alternative.

AN HON. MEMBER; Do not bring
in domestic.

SHRI SUBRAMANIAN SWAMY
What domestic? His wife is a public
figure in her own right. In fact, she
is more....

PROF. MADHU DANDAVATE: My
wife will never ask me to throw away
the towel and go.

SHRI SUBRAMANIAN SWAMY:
She will ask you to leave the towel be-
hind and then go, perhaps, because even
towels have become expensive. This is
one alternative.

The other alternative is that he comes
forward with a serious proposal before
this Parliament as to what they are go-
ing to do. But I don't think they can
do anything because after speaking so
much about austerity, last Tune nine
Ministers were in London, and at one
stage there were so many Ministers
watching Wimbledon together that the
newspapers locally commented that the
Indian Cabinet can meet in the Wim-
bledon Visitors' Galleries and with their
families, and shopping. A senior Cabi-
net Minister brought back 37 suitcases
through the Customs, without Customs
check.. (Interruptions)

AN HON. MEMBER Of the previ-
ous Government.

SHRI SUBRAMANIAN SWAMY:
He was also a Minister in the previous
Government, whom you people shame-
lessly imported and put on your head.
(Interruptions). It is for you to come
out with all the facts or appoint an
inquiry.

PROF MADHU DANDAVATE:
You have credibility and I will also.
(Interruption!)
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SHRI SUBRAMANIAN SWAMY:
Thank you, Mr. Dandavatc. Therefore,
I hope you will one day return to Janata.
Party and. (Interruptions). We will be
there waiting for you. (Interruptions)

He is worried that if the National
Front Government falls, the Tamil Nadu
Government will also.. (Interruptions)

SHRI A. G. KULKARNI (Maha-
rashtra): Dr. Subramanian Swamy has
made a very serious allegation about
some Minister who was formerly in our
party and is now in another party. We
cannot go on hunting for such people.

It is for him to say who the Minister
is. It is a very serious allegation which
reflects on the Government. A Harvard-
returned scholar will never make such
light jokes. I would request him or I
would request Mr: Dandayate to enquire
and get the name. This is a very serious
allegation. I would request Mr. Swamy
that in the interest of....

SHRI ATAL BIHARI VAJPAYEE:
Value-based politics.

SHRI A. G. KULKARNI: But he
does not do value-based politic. He has
done Mr. Hegde completely.
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SHRI SUBRAMANIAN SWAMY;
Under the rules I cannot name people
without proper documentation.

SHRI A. G. KULKARNI: You can
name the Minister. He will come here
and deny.

SHRI SUBRAMANIAN SWAMY;
If the Minister gives me an assurance
that I can inspect the customs files. I
will be able to get not only the number
of suitcases brought by the Minister but
also by some Members of Parliament
who have been on Parliamentary Dele-
gations and who have brought back
more than their quota of these things.
It is not bogus thing. So, I have not
made any accusation in my career which
I have not been able to substantiate.
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In conclusion what I am saying is
that it is unprecendented in the history
of the Indian Government since 1947
that at one moment of time 9 Ministers
were present with their families in Lon-
don. It has been noted all over the
world. How can they talk of curbing
expenditure when they cannot set their
own house in order? Therefore, Mr.
Dandayate should either come forward
with a serious pakage to control infla-
tion. Otherwise, I would say: Mr. Dan-
davate don't strain yourself, put in your
papers, resign and go because you are
otherwise a gentleman socially.

SHRI KRISHNA KUMAR BIRLA
(Rajasthan):  Mr.  Vice-Chairman,  Sir,
I am grateful to you for having given
me time. I am aware of the fact that
there is shortage of time and 1 will try
to be as brief as possible.

Sir. the price rise in the last three
months, March to June, has been going
on at annual rate of 14. 2 per cent which
is very high. It is a serious matter. It
is an alarming situation affecting the
entire community of the country. 1 would
like to offer a few suggestions.

Firstly, 1 will speak about the several
causes which are responsible for the in-
flation. The two academic reasons are
deficit financing and increase in money
supply. Regarding deficit financing, he
the Finance Minister, in his Budget
speech, has said that he is going to
keep it at Rs. 7206 crores. The
money supply is growing at the
rate of 19 per cent when it should not
be more than 15 per cent. Sir, I would
only like to say that I wish the best
of luck to the Finance Minister. I know
that he is a very able man. He is a
very good administrator. But I would
like to tell him that until and unless
he keeps strict vigilance over these
items, he will find that the situation is
going out of hand*. In the short space
of time that is at my disposal it is
not possible for me to offer many sug-
gestions. But I would like to make a
basic suggestion. It is one of the long-
term solutions. Most of our Government
Departments are overmanned. Unless the
Government does something to get these
numbers reduced, it will find it difficult
to control either the deficit-financing or

Discussion 274

the growth of money supply or
the inflation. Sir, as far as these num-
bers are concerned, these can be re-
duced by scrapping a large number of
useless controls. It will require great
boldness on the part of the Finance Min-
ister to do so. Sir we have been hear-
ing about the black money. This is
again a remedy for the reduction of
black money in case we are able to do
away some of the useless controls. Sir,
I would like to plead with the Finance
Minister, rather with the Government of
India that they should appoint some
sort of a high-powered committee to go
into this matter.

Coming to some specific cases, the main
reasons of the inflation are the huge taxa-
tion imposed at the time of Budgelt, the
Railway Budget which mopped up Rs.
847 crores, the retail prices of petro-
leum products which gave an additional
revenue of Rs. 836 crores. Sir since
June, 1990, all the State Electricity-
Boards have raised their power tariffs
very steeply. All these have a very cas-
cading effect and added to the inflation.

Sir another factor is the rise in the
administered prices of goods produced by
public sector units. And to counter it,
my suggestion which 1 had made in the
past also will be that the performance
of the public sector should improve.
Then only the cost of production could
come down.

Sir, another point is the public distri-
bution system of foodgrains sugar, etc.,
about which one of my esteemed leaders,
Mr. Chayan, has made a reference yes-
terday. I would also plead that the
public  distribution system should be
thoroughly overhauled. There is a ration
shop in almost every town and every
big village, and everybody has got a
ration card. A large number of people,
however, do not make use of these cards.
They purchase their requirements from
the open market but the food stock is
shown as sold against these cards and
the money is pocketed by those who are
in charge of this public distribution sys-
tem. So, I would suggest and I would
plead that people in the higher middle
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classes and the rich should be taken
out of the list of the ration-card holders
completely, and this facility should be
made available only to the lower middle
class and the poor people. Sir, this
incidentally would be of great help as
far as food subsidy is concerned about
which we have been talking in the past.
And in case this is done, to that extent,
greater resources will he made available
as far as the Budget is concerned. (Time
pell rings) Sir, T will take just another
three minutes.

Another cause of price rise has been
the demand that we hear from time to
time regarding wage revision in almost
every industry. Sir, iet me make it very
clear that I am all for high wages for
the labour. Compared to the Western
countries Or the developed countries, our
workers are still under-paid. But side by
side. I would like to plead that higher
wages should always be accompanied by
higher productivity. And in case the Go-
vernment has this aim in view, I am
sure that this will be the solution in the
right direction.

Sir, another reason of the price rise
is lack of coordination between the Cen-
tre and the States in respect of some
of the commodities. I remember, a few
minutes back, Mr. Das Gupta had made
a point regarding sugar when he said
that as far as sugar is concerned, there
has been an over production of sugar.
But,, Sir. that is not the point. The
picture is this that while the sugar prices
are being regulated by the Government
of India, the sugarcane prices are being
regulated by the States. Sir, in the year
1988-89, that means two years back, the
price of sugarcane was raised by Rs. 3
per quintal. Some time in the month of
November last year, the then Govern-
ment of Uttar Pradesh under the Con-
gress (I) increased the price of sugar-
cane by Rs. 4 per quintal. They thought
that that was a very handsome increase;
Then, Sir, elections took place. And in
December, the Janata Dal  Government
was formed in Uttar Pradesh. What they
did was, they said that they had made
certain commitments and therefore there
should be a further increase in the price

[RAJYA SABHA]

Discussion 276

of sgarcane. The result was that the
sugarcane prices, have been increased in
the last one year by Rs. 9 per quintal
which is equal to 30 per cent. (Time
bell) Now, Sir, when that is the position
how can we really expect the sugar price
to com down? I know that by artificial
measures the sugar prices are being kept
down. But, what is the result? The zze-
suit is that sugarcane grower is going to
suffer because there will be a delay as
far as cane payments are concerned.

ot WA W Woeww ;o w57
q, g EW AN FHT AT WOS( 4l
Eili qua;rﬂ i n';?rp{rffrfw:e:'
g afpq oF S5 § srae @A g
oo (ouEEW) | fagat & =
SRl FEA g ... (WAEm).
B NT ¥A4T SrAAT Wgd g 17
tq  wgm€ & wrow far
wgequa § 7

SHRI KRISHNA KUMAR BIRLA:
This is a point which should really be
addressed to the FICCI, Which is the-
parent body. But I would like to as-
sure the hon. Member that though I
am no longer a member of the Com-
mittee of the FICCI, in case he writes
to me, I will get the information for
him.

Coming to my last point, I have
been pressing for a long time that we
should try to reduce the import duty
orj, capital goods. The advantage of
that will be that the capital cost of
the projects would become less and
if the capital cost of the projects be-
comes less, it would usher in a low-
cost economy.

In the end, I would like to draw the
attention of the Government to one
thing which is rather distressing. [

hope the Finance Minister will kindly
give his ear to me. I have read in
the newspapers that because our eco-
nomy is in a bad shape, there is a
move on the part of certain inter-
national credit organisations to evalu-

ate the country's credit rating and the
fear is that the rating may go down.
This is a very serious matter. I only
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hope and expect that the Finance
Minister and the Government of India
would apply their mind to this issue.
Thank you.

SHRI HAM JETHMALANI (Karna-
tafca) Mr. Vice-Chairman, Sir, I must
express my very deep gratitude to you
that you have suddenly recognised my
presence. I am really very happy. I
want to share a tew thoughts with
the House. In fact, I have been wait-
ing since yesterday.

First of all, prices have teen rising
all over the World for the last four
hundred years.

SHRI SUBRAMANIAN SWAMY:

Global phenomenon.

SHRI RAM JETHMALANI. There-
fore, there is some kind of inexorabi-
lity about the price rise. The ques-
tion is whether the prices are rising
as a result of Government's ineffici-
ency, anybody's  corruption, = wrong
economic policies, or, because of any
other mishandling of the problem.

I am very happy that my friends on
the other side have been Dbeating
their breast since yesterday about the
rising prices. They say that we have
been doing this, we have been doing
that, that we should not have done
this, we should not have done that
and they ask us to become firm. I saw
Mr. Salve's obsession yesterday. He
was advising us to become tough and
firm. I do not know what his obsession
was about.

o Sir, one thing is certain that if you
compare the corresponding period of
last year with this year's you will
find that the rate of increase of infla-
tion in the case of certain commodi-
ties was higher last year than it is
today. (Interruptions) Let us consider
just one simple commodity. (Interrup-
tions)

SHRI JAGESH DESAIL: Mr Jeth-
malani, will you yield for a minute?
Last time, in the same period, the
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price rise in the case ot foodstuffs was
6 per cent and now it is 12 per cent.

SHRI RAM JETHMALANIL: Let us
take the case of sugar. The price
of sugar in the corresponding period
last year rose from Rs. 5 to Rs. 9 per
Kg. This time, it has risen from- Rs. 9
to Rs. 9. 50 or Rs. 9. 75 (Interruptions)

SHRI JAGESH DESAIL: The pro-
duction is more this year, (interrup-
tions)

SHRI RAM JETHMALANI: Don't
compliment yourself. Please try and
understand the facts. But Sir, this is
no justification for saying that merely
because our Government is honest or
that we have been practising value-
based politics, the prices are rising
and that that will be enough.

Our Government has, however, re-
moved one component is this price
structure. Mr. Subramanian Swamy
is here. 1 have learned economics at his
feet. One thing he taught me Was
that the price of corruption is also
added to the price of a commodity.
This is also a component in the price
structure and our Government has, at
least, removed this component. But
in spite ot that last the Prices are
still rising. Therefore, Sir, I am pre-
pared to concede that honesty can
also co-exist with inefficiency, it can
co-exist with confusion. I am confused.
If you ask. me; I am terribly confused
because there have been three Com-
mittees whose reports now hold the
field. We have the Sharad Joshi Com-
mittee's report. He is a gentleman
who has been appointed Adviser to
some kind of body and 1 believe
that he is enjoying a Cabinet Minis-
ter's status. 1 Dbelieve that his report
is also an official document of the
Government.  According to  him in
settling  agricultural ~ prices god  the
prices of remuneration to the far
mers you must add certain non-exist-
ing services like minimum  wages
which are, in fact, much more than
the actual wages being paid. in fact,
he is in favour of some kind of sub-
sidies, concealed subsidies, being given
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to the farmers. There 1is the other
Bhanu Pratap Singh Committee report
that recites a different tune altoge-
ther. That Committee wholly disagrees
with Sharad Joshi's report and points
out a different economic theory and
principle. We have had the third
Committee, Hanumantha Rao Commit-
tee report. That gentleman talks of
some infrastructural  services  being
put in the rural sector and so on and
so forth. Now we want to be educa-
ted and a lawyer like me who is not
an  economist would not ordinarily
dabble in a subject of economics
but I dable in economics because I am
told by Bernard Shaw that if all econo-
mists of the world were put from end
to end, they would still not reach a
conclusion. These three reports today
hold the field. The Government, I am
sure has studied all these reports. Where
do we stand? What is the policy of the
Government? Are you accepting these
three conflicting reports? Unless you have
rejected all the three reports, we would
like to know what exactly is the policy
which the Government have adopted.

SHRI JAGESH DESAI: They have no
policy at all.

SHRI RAM JETHMALANI: Now,
the World Bank has advised....

SHRI A. G. KULKARNI; Would
you give me one minute?

SHRI RAM JETHMALANI: 1 have
two minute's. I will sit down in to mi-
nutes. (Interruptions).

THE VICE-CHAIRMAN (SHRI M. A.
BABY): If the hon. Member yields...

SHRI A. G. KULKARNI: Just you
hear me. You are an intellectual law-
yer. The politician and the administra-
tor appoints committees to confuse
voters. But you are an intellectual and
if you are also confused, it means the
whole world is gone.

SHRI SUBRAMANIAN  SWAMY:
You should put this question to his party.
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SHRI GURUDAS DAS GUPTA: The
hon. Member should note the compli-
ment given to him.

SHRI RAM JETHMALANI; The
World Bank seems to have advised us
in classical econoic terms that there is
too much money pursuing few goods,
and it is a traditional rule of economics
which we learnt when we were doing
first year arts. That is the kind of ad-
vice which we continue to receive. This
too much money pursuing few goods'
is a theory which does not apply to
essential articles. It does not apply to
a poor country, it does not apply to a
country in which 95 or 99 per cent of
the people do not have any extra or
too much money with which to pursue
anything.  Therefore, Sir, this World
Bank gave us this advice, which the
Financt Ministry seems to have followed
and on the basis of which the other day
Shri Madhu Dandavate said that we have
now decided to reduce deficit financing we
are increasing revenues, we are trying now
to bring down the Government expenses.
But this kind of a thing will not do.
Ultimately it seems to me that in this
country the problem is the problem of
low production of essential goods and,
it is not too much money pursuing few
goods, it is the question of too many
mouths to feed, too many consumers
and scarcity of goods. If that is so,
there are only two kinds of operations
which the Government has to seriously
embark upon. One is, as far as possi-
ble, to reduce the number of mouths
that you have to feed ad begin to
increase the production. I would like to
know, what steps are seriously contem-
plated in these two directions because
these classical theories of economics and
this kind of reports which are being pub-
lished, are of no use whatsoever.

The last point which I wish to make
is that today we are committed towards
remunerative  prices for the farmer.
Those are election promises. Without
the fulfilment of those promises, we are
not worth the kind of government that
we have brought into existence. We
have got to fulfil those promises. 1 take
it that when we realised, when we
thought that we are going to give re-
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munerative prices to farmers, it is inevi-
table that the prices of some commo-
dities are going to rise. If the prices
of comodities have inevitably to rise as
a result of giving remunerative prices to
farmers, has anybody made the calcula-
tion as to how much of the -current
inflation is the result of the election pro-
mises which we have made and how
do you propose to combat this, became
We cannot reduce the relief which we
have given to agriculturists and yet bring
down the prices? These are two conflict-
ing viewpoints and conflicting fields of
action. I want the Government to tell
us precisely what exactly is being done
in these two directions.

THE VICE-CHAIRMAN (SHRI M. A.
BABY): Hon. Minister Prof. Madhu
Dandavate,
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BABY): No, no. Mandal Commission
Report is coming after this.

PROF. MADHU DANDAVATE.
I do not mind reducing my three mi-
nutes. You can give him three minutes.

THE VICE-CHAIRMAN (SHRI M. A.
BABY): All right, you can have three
minutes.
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THE MINISTER OF FINANCE
(PROF. MADHU DANDAVATE): Mr.
Vice-Chairman, Sir, I am thankful to the
House for giving me this opportunity to
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place before the Rajya Sabha the Govern-
ment's policy regarding the analysis of
the present economic situation and solu-
tion regarding the problem of rise in
prices. At the very outset I must exp-
ress my regret to a veteran parliamenta-
rian, Shri Atal Bihari Vajpayee, who ini-
tiated the debate. In all fairness I ought
to have remained present in the House
to take note of the observations made by
the person who initiated the debate and
those whe followed, but since there was
an Adjournment Motion in the other
Houses—an Adjournment Motion has. an
element of censure—it is necessary that the
Finance! Minister should be present there
and therefore, the Prime Minister agreed
to remain in the House. That is the only
reason why I could not attend this House
while Atalji was initiating the debate.

I think, as far as the general analysis
of the problem is concerned, it cuts across
party lines. Even the notices given for the
discussion cut across party lines Atalji
initiated the discussion. There were Con-
gress Members who axe signatories, Mem-
bers of the OPI(M) and CPI, Member
of other parties and Members of the
Janata Dal—and nobody has treated this
particular problem of rising prices as a
partisan issue but as a national problem
which has to be dealt with in a national
perspective. 1 am very happy to find
from the entire records—I have -carefully
gone through them, —that not only criti-
cism of the Government policies has been
offered but some constructive proposals
and policies have also been enunciated.
And 1 shall not take these observations
of the honourable Members as individuals
denunciation of the Government but I will
take note of them and try to implement
some of the alternatives and policies that
have been put forward. 1 do not want
merely to put the blame on the previous
Government for everything that has hap-
pened because how long can We do it? At
some stage we should be able to over-
come the effect of whatever was the eco-
nomic situation. But I want to assure the
hon. Members of this House that when
hon. Members point out that it is because
of the Budget that a certain situation has
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been created and that the rise in prices
followed out of that only in that context,
since the question about tackling the pro-
blem of prices is related to the manner in
which we manage the economy of the
country and we present the Budget, just
by way of background, I would like to
place before the House very humbly,
without any acrimony what the cons-
trains were with which we began. Might
be even if the trends were to be created
by my Government, then the other Gov-
ernment would be faced with those diffi-
culties initially, but they could not perpe-
tually make that as an execuse. There
T agree with Atal Bihariji. How long
will you talk about the constraints? But
at the moment when we started formula-
ting our Budget, we did not formulate the
Budget in a vacuum. There were cer-
tain constraints. Therefore, T would like
to restate the constraints in which we for-
mulated our policy, which we feel are
responsible for the rise in. prices.

Sir, m the beginning of December,
when -we took over the new Government,
the deficit was of the order of Rs. 13, 790
crores. The external debt was of the
order of Rs. 83, 000 crores. The debt ser-
vice ratio was 27 per cent. As far as the
liabilities of internal berrowigs...

SHRI HARVENDRA SINGH HANS-
PAL (Punjab); You can say all these
things, all right. Any number of times
you want to, you repeat all these things.
But after the Budget you said that there
would be on inflation, that the prices
would not rise. Please tell us now about

PROF. MADHU DANDAVATE; Do
you think that unless I touch that point
my spsach can be complete? When
anyone of you were speaking, I never
obstructed you. The minimum courtesy
that I expect from you is to let me com-
plete my Observation. After that, if you
feel that 1 am not able to satisfy you
at all or like my friend, Dr. Swamy,
if you feel that only my resignation will
bring down the prices, I don't need any
pressure. Even if you indicate your
mind, I can go out. I am not worried
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about it. You have not listened to any-
thing. 1 just began, and you trying to
interrupt. Please give me the same cour-
tesy which the other House gave mo.

SHRI HARVENDRA SINGH HANS-
PAL: We want the prices to come down.

PROF. MADHU DANDAVATE:
That is all rightt I am here to reply
to the debate. Can I just in one sen-
tence say that the prices are coming
down and they come down? I cannot do
that. So, just give me a patient hearing.
It is all right, you may not accept my
analysis, you can reject it totally. But
I have the right to place before you
what I believe in.

Therefore, I was telling, even if my
Government were to create the cons-
traints, they would have created certain
difficulties for those who formulated the
Budget. Therefore, 1 do not want to
look at it in a partisan manner. There-
fore, 1 said about the internal borrowings
and the external borrowings.

For that the interest would be paid. In
1989-90 Budget the liabilities were of the
order of Rs. 17. 000 crores. Then again we
find that the food stocks had dwindled
from 20 million tonnes to 11 million ton-
nes. The foreign exchange reserves availa-
ble in my treasury were of the order of 1. 5
months' imports. I find that the foreign
exchange position was so bad the reserves
were of the order of Rs. 5, 000 crores.
With these constraints we began formulat-
ing the Budget.

With this the first advice given to most,
of you is this. Many economists, agricul-
turists, leaders of the trade unions, lead-
ers of industry and commerce, smal-scale
industries, khadi and village industries, all
of them told us. "While formulating your
Budget the first priority that you have to
give is to contain the deficit. " There is no
question. It is accepted on all the sides,
on both the sides of this House also that
if we fail to restrict the deficit financing
in our Budget, in that case, that will be
the first factor that will be responsible
for long-term inflation. Therefore, my
first priority was to see that we try to cur-
tain the deficit.
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The budgetary deficit in last year was
to. 7, 337 crores. The revised one was
Rs. 11, 750 crores. In my Budget I pro-
jected Rs. 7206 crores.

SHRI JAGESH DESAI: By resorting
to 'borrowing you hav brought down the
deficit. By borrowing Rs. 5, 000 crores
more, you have brought it down. It is
Rs. 12, 000 crores. By borrowing you
have reduced it. You have to pay inter-
est on the borrowing also.

PROF. MADHU DANDAVATE; Just
listen to me). If you see last ten years'
budgets, unfortunately this is the system.
We have been following this system for
years together. You decide that borrow-
. ing is not to be brought into the picture
and I would agree with you. Whether it
is your Government or our Government,
we have always resorted to borrowing.
Atal Ji has also referred to that. There-
fore. 1 have come to the conclusion that
a time has come when we must unani-
mously decide whether we can  invoke
article 292 which demands that some' sort
of ceiling should be fixed on borrowing.

SHRI JAGESH DESAI: As you
have said in your Budget, you should
have done it. But you have borrowed

* Rs. 5, 000 crores more than what was
borrowed last year.

PROF. MADHU DANDAVATE: It
is not that I have only' borrowed it.
That system has been existing, Jagesh
ji In terms of economics and finance
you are not ignorant. I know it very
well. Therefore, 1 don't expect it from
you. For years together we have been
carrying On this system. When we
change the entire budgetary system,
we will come to different conclusions.
But so long as the present system of
budgeting is there, borrowing is shown
as part of the Budget. Therefore, if
you don't take it into account, pro-
bably the deficit will be far more. I
have always said it. I have said it
from that side and I have said it from
this side also. Therefore, what were
the very first priorities that we have

[RAJYA SABHA ] Discussion . 288

to take? The first priority is to con-
tract the deficit. When you contract
the  deficit, we have to  mop
up more revenues and we have to
reduce  the expenditure. But

in  spite of that, this is the first
nuestion that is asked. And here also
some member made a cursory refer-

ence to that  showing  what  happened
Jast month. They said that Rs. 7, 20(5
crores is the final deficit that I have
projected in the end of the financial
year, but already last month's report
show that last year it was Rs. 9, 000
crores. It has come clown to Rs. 7/100
creres, but that is more than the final
figure that you have projected. At
least I am sure the former  Finance
Minister would never commit that
mistake and he has never committed
it, because as far as these deficits are
concerned look at the trends of the
deficit financing. If we take the graph
of months and the deficits, you will
always find that in the beginning
when we start with, there is expendi-
ture and there are no fresh incomes.
Therefore, the graph of the deficit
always rises. Then there is some sort
of plateau. Then again all the States,
shares are given and you will find
that it starts coming down. It may go
up, but it also starts coming down and
it either comes to the spot which has
been projected as the projected de-
ficit or sometimes it may go up. So,
if Rs. 7, 400 crores is the deficit at any
point of time, it does not mean we
have already exceeded the final and,
therefore, the final figure will be Rs.
10, 000 crores or Rs. 15, 000 crores or
Rs. 20. 000 crores. It is not like that.
That is the point I would like to make
clear.

The second part is —I would assure
you as promised to both Houses of
Parliament —  that after every four

months I will come before the House
and give you the full report of the
weakness and  the strength of our
performance. = What is  revenue  per-
formance and what is our performance
in curtailing the expenditure? As a
result, as rightly our hon. Member
has pointed out, if we are trying to
give the remunerative prices for the
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agriculturists, to that case, how much
component of that is responsible for
general increase, Because the basket
contains  those  agricultural commodi-
ties and that basket decided as to
what will be the price index? All
those aspects we will have to take
Into account and we will give the
necessary  performance report to this
House. That is how we will try to
contain it. I have the confidence. I
may incidently tell you from the Ilast
few months  whatever reports  are
available to wus, we have been able
to some extent control also the money
supply and also the deficit. Rightly a
number of hon. Members have poin-
ted out that last time 19. 1 per cent
was the increase in money supply.
It was very dangerous. I am happy
to. indicate to you—and I ami sure
whatever be the party to which you
belong, as far as the money supply
is concerned, if you take the quar-
terly report of these four months
and also the corresponding report of
last year you will find— that last year
it was 5. 8 per cent and in this quarter
fortunately it has risen by 4 per cent.
In both the cases the money supply
increased, but as compared to last
year's  performance we  have  been
able to bring it down. Therefore, it
will be our constant endeavour to en-
sure that money supply is not allowed
to go beyond a particular stage. No
doubt, in 1989-90, it had dangerously
and alarmingly gone up to 19. 1 per
cent. My friend Swamy says "it is
18 per cent. " But the position is still
worse. It is 19. 1 per cent. Therefore,
our constant endeavour will be to see
that the money supply lis also pro-
perly checked up. What are the gene-
ral causes of Inflation? Prior to that
I would like to say one thing about
the deficit financing. When we say
that We have to curtail the expendi-
ture, we have to augment the resour-
ces also. Obviously in my budgetary
exercise—I do not want to repeat
that, I said in my reply to the budget
—we tried to put certain types of
levies on commodities of elitist con-
sumption. We also tried to change the
corporate tax structure. In the ease
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of  the capital-intensive companies
which  were completely escaping the
tax net, where additional resource
mobilisation was zero, in place of
that we have made Rs. 800 crores. I
was very happy to find that both
sides of the House had welcomed that
particular measure. From the corpo-
rate sector we will be able to mop
up Rs. 800 crores additionally. In the
general income tax structure we tried
to link up saving to a certain amount
of concessions on income tax and
thereby also we gave certain incen-
tives to savings and better savings
will mean better anti-inflationary
pressures. So these are factors we
tried to mop up.

I will come to the petroleum aspect

at a slightly later stage. We must
also find out which are the three or
four important causes of inflationary
pressures on our economy. Firstly, the
fiscal imbalances like deficits and
others result in higher liquidity. Se-
condly, sharp imbalances due to a
certain fall on decline in the produc-
tion of certain important  essential
commodities. For instances, we find
scarcity of edible oils. We find that
some of the oilseeds which were
available in abundance, in 1988-89
their production went down in 1989-90
in various regions, that also results
in an inflationary pressure and also
due to liquidity overhang. Lastly, the
pressure of Black money on the econo-
my of the country. As the Institute
of the Public Finance report clearly
said two years back "Rs. 40, 000
crores of black money 1is generated
every year. " Therefore, it is in the
common interest of both sides of this
House to see as to how that can Be
actually reduced. 1 talked about the
money supply but regarding variations
in the commodities that have taken
place, again I am not very happy
about it. In order to place the
record straight 1 would like to indi-
cate some of the comparative figures
that are available regarding the rise
in prices. These are the percentage
variations in WPl over the financial
year ending. Dr. Swamy has raised
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that question and he correctly raised
that. I would like to place on record
the correct picture about a number
of important commodities. Take food-
grains, cereals plus pulses. I had" taken
up the latest available figures that is
21st July 1990 and the 22nd July
1989. As on 2l1st July 1990 the annual
increase for foodgrains was 4. 2 per cent
and last July it was 4. 4 per cent.
This time for cereals It is 3 per cent.

SHRI JAGESH DESAI As on 7th
July, 1990 it has gone up by 11. 8 per
cent. In July, 1989. it had gone up
to 6. 3 per cent. This is the report
which I have seen from the Reserve
Bank of India today,

PROF. MADHU  DANDAVATE:
Just listen to me. These are also the
figures taken from the bulletins of
the Reserve Bank of India. You
should try to find out what 1 am
saying.

SHRI JAGESH -DESAI: In July,

1990 the increase was 11. 7 per cent.
In the last July it was 6 per cent.

PROF. MADHU DANDAVATE:
Jageshbhai, your point of reference is

different and my point of reference
Is different.

SHRI GURUDAS DAS GUPTA:
Will  the Minister find  satisfaction
with certain jugglery? He 1is not com-

ing to the hard realities of life. 1 wish
the Minister comes to the reality of |
life instead of being a wizard himself.

DANDAVATE: 1
that... (Interruptions)
Comrade, please allow me to. speak.
I am saying that I am not satisfied
with this. 1 am dissatisfied. Therefore.
I can go on with these figures. Sugar
—it is -0. 2 per cent and last time it

PROF MADHU
e’am  coming to

was 7. 8 per cent. Khandsari, (—) 3
per cent and 24. 3 per cent and tex-
tiles. 8. 4 per cent as against 10. 3 last
year. Having quoted these  compara-
tive figures, even with this 1 would
like to say that I am not satisfied

with these figures.
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SHRI JAGESH DESAI: The
crease in pulses and oils.

PROF. MADHU DANDAVATE:

to the question of oil at a later stage.

minute?
source

Minister yield for a
would like to know the
where you got these figures.
certainly interested to know
Let us keep the record" straight.
us not unnecessarily create
by quoting Wrong figures. Either
mately the realities will
revealed to the House. Give us
source of information. That is all.

PROF. MADHU
Shankarraoji, I ~made it very
that his frame of reference
rent and my frame of reference
different. 1 said the
of  variation for
ending. These are from
statistics  that are available.
got. 1  therefore, first quoted
are percentage variations for
ending. He 1is referring to the
percentage. This ¢ is point to
I picked up this as on
and tried to point out this.

about
figures the
You

the

You
not

check it up. I will at least
lead the House. You can rest assured

SHRI G. SWAMINATHAN:
figures about the percentage of
tions are correct.

The
varia-

PROF. MADHU DANDAVATE:
That is exactly what I am trying to
say. I am not challenging your figures.

SHRI JAGESH DESAI: I will never

mislead the House.

PROF. MADHU. DANDAVATE:

Neither you are misleading nor I am
misleading the House. As he rightly
pointed out I have given the percen-
tage of variation for the year ending
and you are giving the absolute per-
centage that is taken on a particular
date. That is the difference.

in-

I

am coming to that point. I will come

SHRI S. B. CHAVAN: Will the hon.
We
from
We are
about it.
Let
problems
you
are doing it or we are doing it. Ulti-
have to be
the

DANDAVATE:
clear
is diffe-

is

percentage
year
the official
for-
these
year
absolute
point.
the 21st July

can

mis-



293 Short Duration

THE VICE-CHAIRMAN
M. A. BABY): Please don't yield fre-
quently.

(SHRI

PKOF. MADHT DANDAVATE:
That is all right. They are veterans.
They always contributed. If 1 don't
yield to Mr. Chavan, to whom else
can [ yield? He is our former Fin-
ance Minister. Even there; is plea-
suie to yield to him.

As far as the liquidity is concerned,
we have to check it. So the statutory
liquidity ratio is Increased from 38
to 38. 5 per cent With effect from Sep-
tember, 1990. It will also have some
effect. In the course of the debate, a
number of "Members have pointed
out about the wholesale price index.
Atalji was very keen about it. He
said that very often we refer to the
inflationary  situation by taking into
account the wholesale price index but
what is important is CPL.. (Interrup-
tions)... 1 am referring to the con-
sumer price index. It is that which
is important. Even indirectly I do
not want to drag anyone in the Wrong
direction. 1 would have been extre-
mely happy if we were able to make
all the calculations on the basis of
the consumer price index. But the
only difficulty is that as far as the
rural, urban and various sections are
concerned arid weekly prices are con-
cerned, it is the wholesale price
index that is available.  Therefore,
whether you quote or Atalji quotes,
they are forced to quote the whole-
sale price index. That is the only
reason Why. we use the wholesale
price index. It is not to reveal any
facts. Then again ft should be realised
that as far as these variations are
concerned, they arose out of a certain
situation, over a long time and their
constant effect is also felt over a
long time.

I will come to the question of oil
which you felt T was trying to avoid.
The effect of rise in petrol and diesel
prices—most of the Members have
referred to it—in the budget, when
we take the prices of petrol and
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diesel, 15 per cent increase in the
price of petrol and 10  per cent in-
crease in the price of diesel that did
result in the cascading effect and
that created an inflationary pressure
on the economy. I must make two
things very clear. As far as the levies
on petroleum products are concerned,
I stated in my budget speech that
having decided to contract the deficit
financing as much as possible, then
we undertook all the exercises. We
tried to mop up Rs. 800 crores from
the corporate sector. We tried to
restrict the excise duties, customs
duties so that articles and items of
elitist consumption, are actually im-
posed more duties. In spite of that,
when I find that the gap is not still
filled wup, unpleasantly, we have to
resort to the exercise of having cer-
tain levies which will increase the
pertroleum price and also the prices of
diesel and petroleum products. When
you do it, really speaking, if you go
strictly according to the exact increase
that has been effected, what should
happen? If you see what actually the
industrialists, businessmen and tra-
ders have done, you will find that a
certain dichotomy is there. For in-
stance, we increase the price of petrol
by 35 per cent. How much of that
would enter into the increase in the
transport charges? It Would be of the
orders of five per cent. All economists
and all businessmen even accept that
it is five per cent. How much of that
increase of five per cent in the trans-
port rate would be reflected in the
increase in the prices of items and
commodities? It would be ten per
cent of that five per cent which means
only half a per cent. That means,
actually, due to the 15 per cent in-
crease in the price of petrol, really
speaking, if there is no hoarding, the
increase in the prices of commodities
would be half a per cent. Whenever
we give those who are in charge of
transport, traders and businessmen an
opportunity to increase the prices of
petroleum  products, they always uit-
Use that opportunity as a leverage to
cause further increases. Every time,
in every Budget, Whenever certain in-
creases are caused, you will find that
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[Prof. Madhu Dandavate]
the cascading effect is far more than
what Is supposed to be caused as a
result of those increases. That has
happened. In spite of that, I must
admit  that increases in  petroleum
product prices and diesel prices have
affected not only transport charges
but in turn, also the prices of a
number of commodities. Now that has
to be accepted. I would straightway
say “hat everyone who has criticised
and offered to analyse how these in-
creases have directly resulted in the
increase of prices of various commo-
dities is perfectly justified.

SHRI G. SWAMINATHAN: The
Reserve Bank has already cautioned
*hat tha 50 per cent increase is due
to the administered prices.

PROF. MADHU DANDAVATE: That
apart, I am talking about the incre-
ase in the prices of petrol and all
that, not only the administreed prices.

PROF. CHANDRESH P. THAKUR:
Will you please yield for a moment?
can understand the lucidity of your
logic and your calculation. Appare-
ntly, your mathematics background is
helping you. But you are speaking as
a Government Minister. Why are you
showing a sense of exasperation that
the cascading effect is larger than
what is should be, which has always
been there?

PROF. MADHU DANDAVATE: 1
am not showing exasperation. I am
showing the humility to admin that
though the; oalulations demand this
rise, in reality, due to various extran-
eous factors and a tendency on the
part of traders and industrialists to
exploit those particular factors, the
cascading effect is far more than what
is actually expected to be. That is the
admission that I am making.

SRR1 JAGESH DESAIL: It is know.
We know Jit.
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PROF. MADHU DANDAVATE:
That is What I am pointing out to
you. If I point out again even what
you have known, is there any harm?
I know that you know these basic
axiomatic facts. But if 1 bring them
to your notice again, is there any-
thing wrong? It is only to argue in
favour of what you have said that
though the increase should be of a

smaller order, once you touch sen-
sitive commodities, the cascading
effect is bound to cause further in-
creases in the prices of the commidi-

ties. (Interruption)

SRRI N. K. P. SALVE: We are not
interested in  confirmation of  what
we said. We want you to tell us,
Mr. Finance Minister, what are the
concrete steps you have taken to en-
sure. (Interruption)

PROF. MADHU DANDAVATE:
Mr. Salve, always one beings with
observations. I have listened to your
speeches also. You give analyses and
then you come to the concluding part.
You don't come to it straight. I am
coming to that conclusion part now.
(Interruption). I will  satisfy  your
impatience.

Now, let us come to the steps that
we have concretely tkean in spite of
this alarming situation. So, far I have
dealt only with the general problem
of the inflationary situation created
by the deficit, by other imbalances.
I must now go to the concrete steps
that are taken about the specific com-
modities  which are  sensitive com-
modities as far as consumers are
concerned. Take in the beginning,
sugar.  (Interruption).  Yes,  Outcome
also. I will give you that also. I have
anticipated your questions. Your
wisdom is so implicit that I can anti-
cipate that and try to give the reply.
Therefore, I would try to point out
that. Take, for instance certain
sensitive commodities. Take sugar.
Last year, when we found that sugar
production had fallen down from 92
lakh tonnes to 87 lakh tonnes......

[The Deputy Chairman in the Chair]
no doubt a dangerous situation was
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created in terms of production. That
created certain imbalances and prices
went up. Therefore, our first effort
was to insist with the trade unionists
in the industry and the sugar indus-
try to iasist that production should
be augmented. @We had anticipated
that the sugar production would go
to the extent o| 105 lakh tonnes to
107 lakh tonnes. We are happy that
this has gone to about 110 lakh
tonnes. It we take all the factors into
account and as a result of that, the
steep rise that was there and the
steeper rise which was formerly there,
we find that prices have started going
down. But we will not allow them to
go down to such an exent and here
what Mr. Jethmalani has said is very
relevant that we have to take into
account the three aspects. The first
is cost or production in terms of (in-
dustry. We have to take into account
the inteissts of the consumers and
we have to take info account the
interests of the  sugarcane  growers
who are part and parcel of the sugar
industry in a way because if the raw
materials are not available, with the
best  preparations  of  the  industry
where will be the sugar available?
Thereforu, we have to take into
account the interests of the sugarcane
growers and for that, we will not
allow the imbalance to be created
between the remunerative prices, the
consumer prices and also the cost of
production as far as the industry is
concerned.

SHRI GURUDAS DAS GUPTA: To
what extimt the price of sugar has
declined as a result of increase in
production, Mr. Finance Minister?

PROF. MADHU DANDAVATE; 1
am coming to that. For instance, in spite
of his fa' Durable position of the sugar
production if other extraneous factors
were not to be there if they were to decide
and persutde the sugarcane growers that
the conditons are different and it is not
possible for them to give adequate cane
prices and if they are reduced, probably
this price would have gone still further,
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no doubt by one per cent, from 9 to 8
per cent and they have been abre to
come down. And we have been able to
give also lower price as far as levy sugar
is concerned, but 1 think even a better
result would have been possible with this
production if to some extent extraneous
factors were avoided, and we have been
trying our best to avoid them. What
happened is, with best production some-
times the industry and the traders try to
keep the stocks and deliberately create an
artificial scarcity. That also creates an
artificial inflationary pressure as far as
the prices of sugar are concerned, and
therefore we are trying to see that while
on the one side the cost of indusry is
taken, no doubt, the consumers' interests
are taken, and also the remunerative pri-
ces aspect of the sugarcane growers is
taken no doubt, we would not like the
extraneous factors, such as artificial sto-
cking, some sort of curtailment to take
place, and therefore I am happy to an-
nounce also that in co-operation with all
the State Governments—no matter whe-
ther they are Congress-ruled States o-
Communist-ruled Spates or DMK-ruled
States or Janata-ruled States—we havt
announced and we have taken concrete
steps because that fals within the juris
diction of the State Governments. We
have established a co-ordimtion with the
State Governmen's and we warn that
those who in spite of good production,
resort to hoarding and stocking and try
to create an artificial scarcity will be
dealt with. We utiise the Essential Com-
modities Act and here are the figures.
From 1-7-90 to 30-7-90, in co-operation
with all the States Congress as well as
non-Congress States, the number of raids
conducted in the course of this particular
period is 43. 363, the number of persons
arrested, 2, 780, those prosecuted. 1. 921
and those convicted, 205 and the value
of good, that have been confiscated is

Rs. 780.09 lakhs (Interruptioitf

These are the actual values.

SHRI GURUDAS DAS GUPTA:
Madam Chairperson will the Minister
concede that despite the stetp that the
Government has taken in this direction,
despite the number of raids that the
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[Shri Gurudas Das Gupta]
Government and the States have done
and despite the co-operation that has been
built up with all form of Government
with different colour, it is straight truth
that the price of sugar has not declined?
This is where the failure of the Govern-
ment lies. I wish the Minister comes
straight to the point as to what has been
the effect and impact of the Government
tal steps on the market price. That is my
sraight point. My respected Finance
Minister will kindly tell us the impact on
the price level, because he had answered
in the same way the Short-Duration Dis-
cussion that was held in this House on
the 16th May. I am now listening to
the Finance Minister's reply as if it is
a taperecorded speech of his on the 16th
May.

SHRI N. K. P. SALVE: I want to put
some figures to the Finance Minister...

SHRI YASHWANT SINHA: You can-
not supplement.

PROF. MADHU DANDAVATE: I
never gave those figures in the last
speech...

SHRI GURUDAS DAS GUPTA: The
philosophy is the same.

PROF. MADHU DANDAVATE,; If
you talk of philosophy, your philosophy
changes from session to session. If you
refer to philosophy, our philosophy does
not change from session to  session...

SHRI GURUDAS DAS GUPTA: The
prices have not come down. This is
where the failure lies. You have to
admit this.

SHRI N. K. P. SALVE; Mr. Finance
Minister, if you would yield for half a '
minute, you have certain basic assump-
tions which are wrong. The stern measu-
res taken so far as the boarders are con-
cerned that is all rigst; but the Sugar
prices have not come down for a basic
reason. And that is, whereas the statutory
prices have been fixed somewhere around
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Rs. 22 to Rs. 23 per quintal and the pri-
ces that are required to be paid by the
factories is in the vicinity of Rs. 32 to
Rs. 33, the cost at the doorstep of the
factories itself is round about Rs. 10.
Isn't it true? If that be so, how do you
expect that in future the sugar prices will
be coming down? How are you going to
rectify this?

PROF. MADHU DANDAVATE: In
fact, it is the industry which is insisting...

PROF. CHANDRESH P. THAKUR: If
you would kindly yield just for half a
minute, according to your facts the hoar-
ders have done this. Are you suggesting
that hoarders and traders are having the
better of this Government?

SHRI YASHWANT SINHA: Is it a
Short-Duration Discussion or a Question
Hour?

PROF. MADHU  DANDAVATE:
Madam, [ am trying to point out some
argument that is put forward for the in-
dustry and we don't accept it. Their con-
tention is that you must take care of a
higher cost of production and unless
you are able to offer us a better deal in
the cost of production it will not be pos-
sible to sell the sugar at a lower price. We
don't accept that. And as a result of that
we would not allow any type of cornering
of stocks, hoarding of stocks. If we are
able to do it more effectively, we have
publicly said that we will strengthen this
machinery and these steps. In fact your
own counterparts in the other House de-
manded that these steps only have relieved
the situation to some extent and if you
strengthen these efforts it will be possible
for us to set that further reduction in the
prices takes place. So we will continue
that effort,..

SHRI ~ MURLIDHAR  CHANDRA-
KANT BHANDARE: I want to ask a
point of information...

THE DEPUTY CHAIRMAN: You had
your chance. Let him finish his reply. We
had a long discussion on it spread over
two days...



