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BUDGET     (GENERAL), 1990-91, 
—contd. 

SHRI N. K. P. SALVE (Maharashtra): 
Madam, rather uninspired by an empty 
House I have to speak. 

 
THE DEPUTY CHAIRMAN: I will 

not allow. The House cannot be held for 
ransom.   
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THE DEPUTY CHAIRMAN: Every- 
body has broken the discipline, not the 
Chair, but   all  the  Members... 

AN HON. MEMBER: Not all Mem- 
bers.   

THE DEPUTY CHAIRMAN: There 
is a limit to it. 

SHRI N. K. P. SALVE: I apologise, 
Madam. If on this side anything has hap- 
pened which you thing has belittled the 
dignity of the Chair, we offer to you our 

•Not recorded. 

unqualified apology not once but a hun- 
dred times because your dignity is our 
dignity, that is the dignity of the House, 
if we are not going to maintain the dig- 
nity of the, Chair, I think we would bo 
abusing ourselves.. 

THE DEPUTY CHAIRMAN: That 
is being done. Now, please make your 
speech. I will not allow anything else. 

THE LEADER OF THE OPPOSI- 
HON (SHRI p. SHIV SHANKER): In 
all humility.. 

THE  DEPUTY     CHAIRMAN; Wo 
have already wasted 1 1/2 house on speci- 
al Mentions. We have the Budget to 
discuss... 

SHRI N. K. P. SALVE: But who is res- 
ponsible for reducing    Special    Mentions 
to an absolute nuisance? 

■ 

SHRI P. SHIV SHANKER: While try- 
ing to supplement my honourable col- 
league, I would request you kindly to re- 
consider what you have said. The refer- 
ence to 'all the Member' should be consi- 
dered expunged. This is the request I am 
making in all humility. 

THE DEPUTY CHAIRMAN: I am 
sorry, Mr. Shiv Shanker; I am very sor- 
ry that being Leader of the Opposition 
everyday you have to say that although 
I don't like it. But I have reconsidered 
many times and withdrawn many things 
from the record. There is a limit to it. 
We have spent l  1/2 hauses.. 

SHRI p. SHIV SHANKER; I am  not 
justifying it. But you have made a re- 
mark about   all the Members'. 

THE DEPUTY CHAIRMAN; I will 
rectify it to some 'Members'. It has to 
be 'some Members', 

SHRI N. K. P. SALVE: I will come to 
the Budget. Before the Budget of this 
Government was presented, the people 
of the country had very high expecta- 
tions. Everyone Who is interested in the 
Budget proposals made his own specula- 
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tions as to what they are likely to be. 
Speaking for myself I had my own per- 
ceptions of what the Budget was likely 
to be and, if I would like to be a little 
more precise, what the Budget proposals 
ought to be. I had my own perceptions. 
Nearly for the preceding three years I 
have been working in the Finance 
Commission in cooperation with the 
Finance Ministry, a large many experts 
in public finance, economists, I had an in 
depth knowledge of the problems of the 
finances of the Centre and of the State. I 
had known very well as to what is likely to 
happen in the next five years covered by 
(he Eighth Plan period so far as the fin- 
ances of the Centre and the State are 
concerned. 

Now, having known this, Madam,  
had a certain idea as to what the Budget 
ought to be, what the Budget proposals 
should be In fact, it is no longer a secret 
now that the fiscal position of the country 
is exceedingly precarious, the fiscal im- 
balances have reached a point where one 
would consider that the country is sitt- 
ing virtually on the brink of a volcano. 
And unless we are going to take very 
drastic rneasuires, very bold measures 
and make very determined efforts to im- 
prove the overall situation and commit 
ourselves to extremely bold, courageous 
and hard decisions, come what may, we 
are not likely to get out of the difficul- 
ties which we have in store in the years 
to come. Madam, I expected that un- 
compromisingly harsh decisions: would 
be taken, decisions which would reverse 
several trends in the revenue accounts of 
the Government, and that harsh decisions 
would be taken which would bring about 
a considerable curtailment of the waste- 
ful and profligate expenses of the Gov- 
ernment. Non of these has happened. To 
my regret, instead what I would see in the 
Budget proposals is that there is a premium 
on indiscipline, there is a premium on pro- 
fligacy. 

Madam, I want to make one thing 
clear at the outset, J see this pusillanimity, 
this spindfessness in the Budget proposals. 

And when I am going to criticise the 
proposals, I want to make one thing clear. 
The Finance Minister happens to be a 
very esteemed friend of mine. He has 
been a continuous Member from 1971 
in the Lok Sabhas one of the ablest, one 
of the cleanest, one of the finest man in 
India's public life of whom we are very 
proud. He is an idealist. So whatevei 
have to say, I hope it will be properly 
understood, that it will not be for Madhu- 
ji Dandavate, it will be for Madhuji, the 
Finance Minister, and he will take it it 
that  way. 

» 
THE FINANCE MINISTER (PROF. 

MADHU DANDAVATE): Having said 
that, you can go with the steam-roller 
now. 

SHRI N. K. P. SALVE; Well, Madhu 
is known, Madam, for his humour. Just 
to divert the situation, when he came 
first in 1971, I was in Lok Sabha. He 
made a fantastic speech. And I said, how 
come a person from the Socialist Party 
has come and made such a speech on 
Gandhian principles. I went across to him 
and congratulated him that " look I am 
delighted to see a Gandhian in the Op- 
position. " He said, "yes, I am a Gan- 
dhian, you are a Gandhian, except that 
my Gandhi is different. Madhu has a 
sense of humour, Madam, and I hope 
my steam-rolling will not be taken as 
pure steam-rolling, but he will draw neces- 
sary inferences and necessary lessons so 
that the nation will benefit. It is neces- 
sary, at this juncture, Madam, to look 
at our fiscal situation with a very, very 
objective approach, and not purely from 
the view-point of political predilections or 
affiliations. I am not going to say any- 
thing here merely to be making a politi- 
cal point or merely for the Sake of rheto- 
ricks. 

Madam, one would find that the single 
greatest curse of the Union Budget all 
these yearp has been the untrammelled 
growth of the non-plan revenue expendi- 
ture, far in excess of the revenues. 
Madam, over the years, from 1974-75 
to 1988-89, the growth of the non-plan 
revenue expenditure has been 17 per cent. 
They  have  far  outstripped   our  revenues 
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with the result that year after year our 
revenue  deficit has been increasing. And 
the  increase  in  the  revenue  deficit year 
after year  brings  about the  most perni- 
cious  and the  most dangerous fiscal im- 
balance of which we are guilty. Has he 
reversed  that trend? I  must Submit  one 
thing that after long, in the year 1989-90. 
(for  the   first   time, the  Government   of 
India, in  a  Budget, tried to reverse the 
trend   and   the   growth  of  the   non-Plan 
revenue expenditure    was brought    down 
to 10. 6 per cent. What Mr, Madhu Dan- 
debate  has  done, what  this  Government 
has done, is, the good work done in the 
Budget of 1989-90, by my esteemed friend 
and  senior  leader   of the  party, Mr. 
Chavan    has   been  hopelessly  undone. I 
am refening to page 1 of the 'Budget at 
a Glance', item 7. As against Rs. 47, 875 
crores, which  was  the  expenditure, non- 
Plan expsmditure, on revenue account, the 
Finance Minister has put it at, has estima- 
ted it at,, Rs. 56, 671 crores. This is an 
increase  of   19 per  cent. With  this  and 
with the already  17 per cent increase in 
the non-Plan revenue expenditure, we will 
be going down the drain. The entire fis- 
cal situation would be    nosediving    into 
the  morass  of disaster. It was   17     per 
cent. It will  now be  19 per cent. You 
have  improved  upon it!  This means, we 
are going fast down the drain. 

Madam, deficit had come down. It 
had come; down to Rs. 7, 102 crores in 
1989-90. It has now risen to Rs. 13, 030 
crores, an increase of 85 per cent. 
Madam, one of the tasks of the Finance 
Commission was to phase out the deficit. 
This was because, continuous deficit, con- 
tinuous growth of deficit, year after year, 
had been so pernicious had been so dan- 
gerous. It appears that we are not going 
to come out of the morass into which we 
have landed ourselvek. Therefore, this 
involves  phasing  out of  the  deficit. Of 
course, the Finance Minister has Said 'I 
will contain the deficit'. Every Finance 
Minister, year after year, —when the 
Budget is presented—says that he would 
contain The deficit. Every Finance Minis- 
ter prom'tses, he even gives threats, 'I will 
lee that the deficit. ' 

Madam, what I want to submit is, it is 
very regrettable that  the Budget has not 
been made  in  a good manner. The re- 
venue deficit has now gone up, instead of 
our trying to bring it down. It has now 
gone up by 85 per cent, as I said. The 
Finance Commission which had the task 
of phasing  out the deficit in five years' 
time worked out and gave them a certain 
revenue account. The Finance Commission 
worked out the deficit at Rs. 8, 520 cro- 
res and by  1994-95, the revenle    deficit 
would have gone down to Rs. 3, 000 cro- 
res. But we have now gone up to    Rs. 
13, 000   crores  from  the  figure  of     Rs. 
8, 000  odd   crores. My  respectful     sub- 
mission is that non-reversal of this trend 
is a sin against the people of this coun- 
try  and  I  charge  this  Government     of 
being guilty of the profligacy of the worst 
type. Come what may, they should have 
reduced   the  non-Plan  revenue  expendi- 
ture. 

Madam, not only that the deficit has 
increased. As far as the trend of collec- 
tion of non-tax revenue is concerned, that 
has also come down. There is decelera- 
tion in the mobilisation of resources 
which come from non-tax revenues. 
There has to be efficient management. 
This is what We did in the Budget for 
1989-90. Even that has |been undone. 
These are things which will push us fur- 
ther down the drain. In 1989-90, there 
was a reversal of the trend. Earlier, of 
course, large many things had been done 
as a result of which we had landed our- 
selves into serious difficulties. 

Mr. Morarka's speech here I read in the 
papers. He said that this was the first 
Budget and that we will be needing many 
more Budgets for restructuring the eco- 
nomy. Madam, it is a very wise argu- 
ment. It is an extremely prudent argu- 
ment. But I would like to ask the Finance 
Minister, what have you done to restruc- 
ture the economy. What have you done? 
When I am talking of the economy, I 
am talking of the fiscal situation. What 
have you done? We have had growth, 
we have had growth in the agri- 
cultural sector. We have had 
growth in the industrial sector. In the 
first four years of the Seventh Five-Year 
Plan, the   industrial   growth  was in   the 
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vicinity of 5. 9 per cent. Our fiscal posi- 
tion has been extremely disastrous, ha 
been extremely dangerous. For the first 
time, in 1989-90, attempt was made. 
Now this Government comes and re- 
verses it in a big way pushing us down 
the drain. We will go deep down into 
a (fiscal disaster. What happens to the 
un-bearable interest burden? What about 
the growth of indebtedness? What have 
you done? 

The revenue deficit is being financed by 
raising debts. The height of profligacy. 
There is no reduction in the wages and 
salaries'. There is no reduction in the 
subsidies. So far as the non-Plan grants 
to the States are concerned, excluding 
grants funder article 275, this also is 
increased unnecessarily. Every item in 
the revenue account, which is extremely 
important for restoring the fiscal balance, 
has been put in an extremely distorted 
manner. Instead of the trends being re- 
versed are being accelerated towards fast 
disaster. 

Madam, what has really shocked 
me is the discussions on the budget, 
the comments on the budget. The 
overall reaction is only on the periphery. 
Nobody seems to be taking it seriously. 
A bureaucrat comes on the television and 
says, for ensuring that there IS no tax 
evasion or avoidance we are shifting the 
burden of tax from donor to the donee. 
The other gentleman comes and says that 
Mr. Chavan had taken the credit for 
Rs. -2000 eroresy Whether that  was 
right or wrong, I have my own views 
but is that the issue? The basic issue 
the budget is, what has been done to 
restore the fiscal imbalance which is in 
an extremely precarious and dangerous 
condition has a single step been taken? 
let them point out those things. They 
call very good MPs, unsuspectin, well- 
meaning MPs but innocent about the real 
problems. I am not anxious at all to be 
: called on TV. I do not seek that sort 
of a publicity. Even when the Ministry 
was under me, I was the last man ever 
to seek that publicity. But why is that the 
television which has been calling year af- 
ter, years  never called  me?  They   called 

me to speak on the Prasar Bharati Bill. 
They said that I will get three minutes. 
I agreed with one promise that whatever 
1 say will come. But the last sentence 
which I wanted to speak did not come 
ultimately. Is this is the manifestation of 
a Government which wants openness, 
which wants more information? And look 
at ths bureaucrats what they are saying. 
One of them comes and says, it is anti- 
inflationary. Let them face someone who 
will tell them how it can be anti-infla- 
tionary. 

Therefore, my respectful submission 
is that budget is extremely disappoint- 
ing. This budget, as I said, is reeling 
into pusillanimity, spinelessness and 
no harsh and strong decisions are 
taken. If this Minister, Mr. Madhu 
Dandavate, is not able to take that 
decision for reasons best known to 
him, I wonder if there is anyone else 
in his Cabinet who can take that kind 
of a decision. 

I am not trying to exaggerate the 
fiscal imbalance. What I said is 
that we are at a situation where 
we are sitting on a volcano. Only if 
you take the bull by the born, if you 
are willing to take harsh and strong 
decisions, if you had stood. by the 
budget which had been presented in 
1989-90, tilings would have been much 
different today. What they have done 
today is going to play havoc on the 
people. Inflation, indebtedness, bour- 
geoning burden of the interest, I will 
come to them later. I want to submit 
at this juncture how grim the situa- 
tion is according to the Finance Minis- 
try itself. I will seek your permission 
to read from page 15 of the second 
report of the Ninth Finance Commis- 
sion. I am glad that this report is be- 
fore the House. It is a public document 
and, therefore, I am able to refer to 
it. For days I have kept it close to my 
heart and you do not know what bur- 
den I carry. Now this will give you 
an idea of the projections of next five 
years given by the Finance Ministry 
to the Ninth Finance Commission, 
when they were analysed and what 
conclusions they reached. I do not 
whether any  bureaucrat has pointed 
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out to Mr. Dandavate what the con- 
clusions are and how they have to be 
remedied. If he has been told how 
they should be remedied, why not a 
single item, not a single suggestion 
has been implemented. This is what I 
am reading from para 4. 2. I would re- 
quest Mr. Dandavate, if he has a copy, 
to read with me. 

PROF. MADHU     DANDAVATE: 
Fortunately, I have read that report. 

SHRI N. K. P. SALVE: If you have 
read and understood the report, you 
will be answerable, why you did not 
try to remedy this. Instead of simply 
reading the report, it is the question 
of trying to comprehend the dange- 
rous situation which the Finance 
Ministry itself points out. We had re- 
quested the Ministry of Finance to 
furnish the forecast of receipts and 
expenditure of the Centre under the 
revenue account for 1990-95. This had 
not been done by any other Finance 
Commission. But since we had been 
asked to look into the totality of re- 
venue account, we said, all right, let 
us have your own version. They gave 
us the figures for 1989-90 and then 
they gave us the forecast for 1990-95. 
What they said was, during the five 
years the tax revenues would be 
Rs. 337344 crores, non-tax revenues 
would be Rs. 84, 44 crores and total 
revenue receipts would be Rs. 4, 27, 388 
crores. On non-Plan revenue expendi- 
ture, they said that the interest pay- 
ments would Rs. 1, 51, 255 crores, major 
subsidies Rs. 58, 433 crores, other non- 
Plan expenditure Rs. 165306 crores, 
the total non-Plan expenditure would 
be Rs. 374994 crores. And this is what 
is very important and I hope Prof. 
Madhu Danvate will listen to this 
carefully: 

"The details of the forecast con- 
tain some very disturbing features. 
After excluding Railways. Postal 
and Telecommunication Services, 
the non-Plan revenue expenditure 
in 1989-90 (BE) is about 71 per 
cent of the total revenue receipts. 
As per the forecast, in 1994-95, the 
the eacpenditure will rise to nearly 

97 per cent of total revenue receipts. 
The percentage of expenditure other 
than major subsidies and interest 
payments goes up from about 35 per 
cent of revenue receipts in 1989-90 
to nearly 40 per cent in 1994-95. 
Major subsidies which account for 
about 11 per cent in 1989-90 will be 
nearly 15 per cent of all revenue 
receipts by 1994-95. But the biggest 
increase is in interest payments. 
From the level of Rs. 17, 000 crore 
inl989-90, it will increase to nearly 
' Rs. 42, 200; crore in 1994-95. That 
will be 42 per cent of all revenue 
receipts in 1994-95 against 25 per 
cent in 1989-90. By 1994-95 interest 
payments will be about 125 per 
cent of the total proceeds from 
Union Excise Duties. In 1989-90, it 
is 75 per cent of excise revenue. 
As a result of this increasing im- 
balance between revenue receipts 
and non-Plan revenue expenditure 
as per the forecast, the Central Go- 
vernment will have to borrow not 
only "for meeting its own Plan re- 
venue expenditure and Plan grants 
to States but also for giving statu- 
tory grants to States under Article 
275 of the Constitution".. 

They would hardly be able to meet 
their own expenses. Nothing would 
be left for Plan and nothing would be 
left for payment to the States. This 
is what happens. Further, it points 
out: 

out 
"We have also attempted a pre- 

liminary exercise to assess the likely 
overall revenue deficit of the Cen- 
tre based on the forecast and as- 
suming the Finance Commission 
transfers to States, Plan grants and 
Central Plan on revenue account 
broadly at current levels. The re- 
venue deficit for each of the years 
from 1990-91 to 1994-95 emerges as 
follows 

 

1989190 (BE) Rs. 7, 012 crore 
1990-91 Rs 14. 500 
1991-92 Rs. 17, 700 crore 
1992-93 Rs 21. 700 
1993-94 Rs. 27, 600 

1994-95 Rs 33, 900 
crore" 
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[Shri N. K. P. Salve] 
If Prof. Madhu's figures are taken 

with Rs. 13000 crore revenue deficit, 
it will reach a deficit of Rs. 50, 000 
crore by 1993-94. Madam, I want him 
to reply to this assumption I am mak- 
ing on the basis of the figures given 
by the Finance Ministry itself, whe- 
ther on the basis of Rs. 7012 crore 
deficit, if we are Rs. 33, 900 crore in 
1994-95  on the basis of your deficit 
how soon will we be reaching a re- 
venue deficit of Rs. 50, 000 crore? We 
will not take five years to go down 
the drain. Five years will not be the 
enough time for us to reach a total 
collapse of the economy, a total col- 
lapse of the fiscal system. It will per- 
haps now take three years time the 
way Prof. Madhu Dandavate has ac- 
celerated the growth of expenses and 
decelerated the mobilisation of re- 
source's. 
SHRI KAMAL MOKARKA; If you 

could yield for a moment. According 
 to the figures that you have read, for 
1989-90 the budgeted deficit was 
Rs. 7012 crore. But the actuals are now 
in the vicinity of Rs. 11, 750 crore. So 
the imbalance has already occurred 
in the current year. For the next year, 
Mr. Dandvate's Budget has set a re- 
venue deficit of Rs. 13, 000-odd crores. 
Even according to Finance Commis- 
. sion's own figures, which you have 
read, for five years, Rs. 14, 000 crores 
would be the deficit for 1990-91—if 
I heard you rightly. Is it correct that 
the Finance Minister's deficit is less 
. than what the Finance Commission 
thought it would be? 

SHRI N. K. P. SALBVE: I was ac- 
tually going to deal with it. What is 
happening is this. I am going by bud- 
get estimates, with budgetary esti- 
mates. Here, the way he has gone, 
Rs. 13, 000 crores will go up to 
Rs. 20, 000 crores. Here it will be 
Rs. 14, 000 crores. I am glad he has 
asked that question—I was going to 
deal with it. It will be Rs. 14, 500 
crores on the basis of Rs. 7, 012 crores. 
Now, he has shown it as a figure of 
Rs. 13, 000 crores. That is what I was 
saying in 1990-91 it will go up to 
Rs. 20, 000 crores   Take like with  like, 

I am, therefore, not taking the revi- 
sed estimate, and that is the first al- 
legation that I make—that you have 
not lived up to the budget. 

SHRI KAMAL MORARKA: Just a 
minute. Maybe, in the budget revenue 
deficit and the actuals in the forth- 
coming year, the variation may not 
be as wide as it has been in the last 
five years. Why are you assuming on 
the same basis that the variation will 
also be that wide? May be, Rs. 13, 000 
crores will be more accurate budget- 
ing than what we have been seeing 
in the last five years. 

SHRI N. K. P. SALVE: I would 
rather go by history than by assump- 
tions, and with my experience of this 
Ministry and the budgets I have seen 
for 23 years, I would rather err on 
the side of safety. I wish I could 
share your optimism. It is not a poli- 
tical point that I want to make, Mr. 
Morarka. rest assured. I am deeply 
concerned about the state of affairs 
which exists just now. What does this 
report further say? I mean it is 
only wishful thinking if you could 
not confine yourself to Rs. 7, 000 crores. 
Mr. Chavan, my leader, in terms said, 
"I will contain this deficit. " He has 
raised one more point which Madhu 
will have to answer. 

. [The    Vice-Chairman      (Dr. R. K. 
Poddar) in the Chair] 

He said that quite a sum of expen- 
diture of 1990-91 has been taken in 
1989-90. That apart, another thing 
which he has said and which is very 
serious is that he doesn't know whe- 
ther this vote on account which has 
been taken for 1989-90 was at all 
contemplated—the supplementary de- 
mands. If he did not know, does it 
mean it happened after you came into 
power and authority? It is a very 
serious point I am making. If the 
Minister says that until the elections 
in November—Mr. Morarka, bear this 
in mind—he had no idea, and if there- 
after you are going in for a vote on 
account for supplementary demands, 
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what does it mean? I had asked him 
and, let me repeat it on the floor of 
the House  he told me. When he came 
back after the elections, he talked to 
his Expenditure Secretary and the 
Expenditure Secretary told him, "Sir, 
we will abide by our budgetary esti- 
mates; a marginal difference may 
come about here and there. " But 85 
per cent is not a marginal difference. 
But see what is happening further. 
Further, the Commission observes; 

"It is obvious that with this order 
of revenue deficit in the Central 
Budget, the entire system of budget- 
ing and financial management of 
the Central Government would face 
a crisis situation during the Eighth 
Plan period. It is equally clear that 
such a trend is totally inconsistent 
with the objective of balancing the 
revenue account of the Central 
Government. " 

In the end, this is the warning I want 
to read out to you. It is against this 
background that we have assessed the 
Centre's forecast. We gave you a re- 
venue account of five years after dis- 
cussing with the Ministry of Finance, 
with the best brains in public finance, 
the best men known in the realm of 
macro economics, and we said, "All 
right, this is going to be your revenue 
account and this is how you are going 
to phase out the revenue deficit. " You 
must have an economic regime which 
will conform: to that revenue account 
and not have a regime Which will 
give this type of a revenue 
account which you have given in the 
budget. See the warning, sir, the war- 
ning is: 

"It is against this background that 
we have reassessed the Centre's 
forecast. We are of the definite view 
that the forecast supplies vivid and 
unassailable justification to the con- 
tention that a determined effort is 
essential which cannot brook any 
delay whatsoever. While we do not 
want to set too optimistic goals in. 
revenue collection or expenditure 
control, in revising the forecast we 
do assume on the part ff the Central 
Government a reasonable degree of 

effort involving some    not-too-Soft 
options. " 
I would repeat; 

"If this were not to be done, the 
Commission could well terminate its 
labour's without analysing the fore- 
cast at all and conclude that the 
Central Government finances have 
moved beyond the possibility of 
corrective action. " 

Sir, it is essential for me to made 
one more thing clear. The Report was 
written when the Rajiv Gandhi Gov- 
ernment was in power and authority. 
So, there is not any political bias, any 
political colour in this Report. 

PROF. MADHU DANDAVATE: No- 
body has alleged that. 

SHRI N. K. P. SALVE: I am want- 
ing to make one thing clear, absolutely 
clear Since I happened to be the Chair- 
man of the Commission, it is likely to 
be construed that I have written this 
kind of a portrait this kind of a pic- 
ture because now I belong to a party 
which is not in the Government. That 
is why I must make it clear that so. 
far as this Report is concerned, days 
and days of work has gone into it, 
days and days of consultations have 
gone into it, days and days of studies 
have gone into it- 

SHRI KAMAL MORARKA: One 
minute. Even if you were the Chair 
man, you please don't cast aspersions 
on the Finance Commission because 
nobody has cast aspersions on the 
Finance Commission. He is above 
party loyalty. 

SHRI N. K. P. SALVE; I am Rot 
casting aspersions 

SHRI KAMAL, MORARKA. Even 
you are not free to cast aspersions on 
the Finance Commission. 

SHRI N. K. P. SALVE; Not at all. 
I am only saying that in this House 
whatever say we have, it has a politi- 
cal colour. Even if you accept it, it 
has a political colour. I am making it 
clear. 
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PROF. MADHU DANDAVATE: 
Just a minute. I will elaborately re- 
ply to the argument that you have 
raised. But I want one thing to be 
clarified. At the other place—we do 
not say "in the other House" because 
the other House is not to be referred 
to and we are allowed to say "at the 
other place"—I have already pointed 
out, making a laudatory reference to 
the Finance Commission, that it rose 
above politics and it tried to study in 
depth the finances and also the pros- 
pective finances that are going to be, 
and we are trying to follow a number 
of recommendations as far as transfer 
to the States are concerned and stren- 
gthening their allocations are concern- 
ned. So, it is not only that nobody 
has not cast any aspersions but on the 
contrary we have accepted the bona 
fides of the Commission and its Chair- 
man and also lauded the contribution 
it has made, (Interruptions) 

SHHIN. K. P. SALVE: I would 
have been surprised if it was anything 
else with a clean man like Prof. 
Madhu. He knows how we have wor- 
ked upon it. I am grateful to him, 
and I am thankful to him for his 
laudatory reference. I would have been 
happier if he had accepted what we 
have said not merely for the States 
but also for himself. My grienvance 
is, far from accepting the norms which 
we have suggested for yourself you 
have deviated the other way round. 
That would have delighted me very 
much more. The Finance Commission 
would have felt that its labour is 
worth its while if the Union Govern- 
ment not merely thinks of discipline 
being clamped on the States but also 
brings about a sense of discipline on 
itself because that alone can take you 
to a path of rectitude. 

What is happening is this. We had 
suggested phasing out of revenue difl- 
cit. Page 32 gives what would be the 
revenue deficits if you were to follow 
the norms Which we have prescribed 
and if you were to have your own 
revenue account. Sir, I want to point 
out that we had fc-F 1990-91 worked 
out  a  deficit of Rs. 8, 520 crores which 

is now Rs. 13, 032 crores in the Budget; 
for 1901-92 deficit of Rs. 7. 660 crores; 
1992-03, Rs. 6, 480 crores; 1993-94, Rs. 
4, 935 crores; and 1904-05, Rs. 3, 103 
crores. Can you imagine what would 
have been the strength and resilience 
built in the economy of this country if 
our revenue deficit had come down to 
this? But how will it come? Rules 
of economics are extremely ruthless. 
No platitude and no soft options can 
ever tame them down, It is only your 
determined will that is needed. And 
it is this lack of determined will 
which has grieved me a very great 
deal. 

2. 00 P. M. 

Now, may I at this juncture, refer 
to the account which we had prepared? 
They have a Revenue Account. We 
had prepared a revenue account and 
we gave it to the Finance Ministry. 
Now, our Revenue Account partly is 
given at page 30, but I will come to 
page 84. In the Revenue Account 
which we have given at page 84, we 
pointed out as to how you will coroe 
to a deficit of Rs. 8, 045 crores. None 
of these Revenue Accounts which we 
have given and which we have deter- 
mined normatively is beyond him, 
All that was needed was the courage 
to take harsh decisions. Come what 
may we will abide by this marginal 
difference here and there and he would 
have arrived at it. This is given at 
page 84 in Annexure VII. 3 Now, what 
do we And? In this Account that we 
are giving the total on tax and non- 
tax revenue is a sum of Rs. 73, 376 
crores. And what do you have? So 
far as your tax revenues are concern- 
ed, they are so buoyant that our esti- 
mates are less by Rs. 2, 422 crores. 
Your budget estimates are more of 
course, you have indiscriminately taxed. 
Indirect taxes and direct taxes are 
extremely indiscriminate. To that I 
will come a litttle later and show how 
there is a buoyancy. What is worse is 
that you are taxing people. You said 
yesterday that rich must be taxed. 
But what is worse is that you forget 
your  wasteful     expenditure, your pro- 
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ductivity, your non-plan expenditure. 
If it had been for development. I 
would have all out to support you. 
You go on collecting more and more 
taxes on the people raise the petro- 
leum prices, take away the investment 
allowance, but for what? If it is for 
a good purpose, one can understand. 
It is to put a premium on indiscipline; 
it is to put a premium on wasteful 
expenditure. Have you or have you 
not, as a result of tax proposals of 
Rs. 1700 and odd crores, given a 
meagre amount of Rs. 3 crores only 
to States? What a way of dealing 
with the states! Be that as it may 
it is the next point that I will be 
making. When you are doing this, 
your tax revenues are better than 
what we had projected. Then what 
happens to the non-tax revenue? Non- 
tax revenue inter alia, take dividend, 
take interest and in that they are 
down by a figure of Rs. 4, 183 crores. 
When the earlier Finance Minister in 
turn said that he did not know that 
there would be any revisiohn or revis- 
ed estimates were required, I thought 
there was going to be an extremely 
efficient administration inter alia of 
public sector undertakings and they 
would let you down as to put you into 
a deficit of Rs. 4, 183 crores as com- 
pared to our deficit. But what is worse 
is that your expenses have been shown 
as a sum of Rs. 56, 571 crores as 
against Rs. 52, 323 crores. I would 
like you to point out which item of 
revenue expenditure, which we have 
included here is something which you 
could not have adhered to. You have 
made a total mess of the whole thing 
by bringing about a further deficit of 
Rs. 4, 348 crores, this Rs. 4, 348 crore 
deficit as compared to the accounts 
which we have given in the revenue 
expenditure. Our revenue expendi- 
ture was Rs. 52, 383 crores on page 84 
and your revenue expenditure has 
come to Rs. 56, 671 crores. Now, Rs. 
4, 183 crores is deceleration in the col- 
lection of non-tax revenue and Rs. 
4. 348 crores, is increase of non-plan 
revenue expenditure Setting there- 
from Rs. 2, 422 crores, which is the 
Budget buoyancy, they are left with a 

deficit of Rs. 6, 109 crores. Was it not 
possible for you to follow this norm 
and avoid this also? But they have 
not done this because doing this re- 
quires tremendous discipline and a 
sense of urgency. More than anything 
else, doing this requires certain degree 
of courage, which this. Government, 
I  am afraid, is totally lacking. 

SHRI DIPEN GHOSH (West 
Bengal): What are the heads on which 
this extra expenditure has been 
shown? 

SHRI N. K. P. SALVE: Various 
items. 

SHRI DIPEN GHOSH: What are 
the heads? You were saying the 
Finance Commission's parameter was 
Rs. 52, 000 crores or something like 
that and his Budget shows Rs. 56, 000 
crores. You are simply saying the 
projection of expenditure has become 
more by Rs. 4, 000 crores. What are 
the heads on which you want harsh 
options?   You please tell us. 

SHRI N. K. P. SALVE: Rs. 52, 322 
crores is interest payment, major 
subsidies and other non-revenue ex- 
penditure These three items under 
which it is covered. 

PROF. C. LAKSHMANNA (Andhra 
Pradesh): Mr. Salve, there are four 
non-plan expenditures as a result of 
which the deficit is going as you are 
saying. Now, you please tell me 
what are the options left—subsidy, 
interest payments, defence expendi- 
ture, and services. 

SHRI N. K. P. SALVE; No, no. The 
defence expenditure on revenue ac- 
count Is something different. I will 
come to It later. 

SHRI IDPEN GHOSH: Interest pay- 
ment, subsidy... 

SHRI N. K P. SALVE: Let me 
answer Prof. Lakshmanna's query. 
Interest payment could be confined to 
this if we were not going to augment 
our own interest. We have reckoned 
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what the indebtedness of the nation 
should be. We have also given norms 
of that as to what ought to be the 
Indebtedness. You increase your in- 
debetedness and say "this is my com- 
mitted  expenditure. " 

SHRI DIPEN GHOSH: Was there 
any option to reduce the interest pay 
ment? 

SHRI N. K. P. SALVE: Of course, 
there was an option. 

PROF. C. LAKSHMANNA: Mr. 
Salve, you kindly tell us what has 
happened in these three months as a 
result of which interest payment has 
been hiked. Whatever the situation it 
has been inherited. Now. you kindly 
let us know as to what are those items 
wherein the present Government has 
hiked the interest payment, where 
there could have been hard options. 
(Interruptions)... Kindly tell  us. 

SHRI N. K. P. SALVE: I am telling. 

PROF. MADHU DANDAVATE; You 
created  a... (Interruptions)... 

SHRI N. K. P. SALVE: No. It is not 
that. I will tell you. 

PROF. MADHU DANDAVATE: Sur- 
prising? 

SHRI N. K. P- SALVE: The figures 
which we worked out were on the 
basis of growth of the indebtedness 
at a particular rate... (Interruptions). 
Please bear with me on one point. If 
you are going to remove the fiscal 
Imbalance, you will have to make sure 
that all expenses on revenue account 
conform to certain norms. Therefore, 
indebtedness also, If you go on in- 
creasing indiscriminately, it cannot be 
allowed to grow indiscriminately. The 
variation which has come about is in 
these three items in the aggregate and 
those three items are: interest pay- 
ment, maior subsidies and other non- 
plan   reve/lue expenditure. 

PROF. C. LAKSHMANNA: You 
kindly tell us in these three months, 
what is the contribution of the present 
Government on interest payment? 

SHRI N. K. P. SALVE: This is poli- 
tics. It makes to me no difference. I 
am making this allegation against the 
Government of India. 

PROF. C. LAKSHMANNA: But you 
should  not  make  any... (interruptions)... 

SHRI DIPEN GHOSH: Mr. Salve, 
please bear with me for a second. I 
did not hear other speeches but I was 
hearing your speech with rapt atten- 
tion because you were the Chairman 
of the Ninth Finance Commission. So 
the first budget is coming after the 
Ninth Finance Commission report was 
submitted and you have taken a very 
good point that you have set a para- 
meter, receipt parameter, revenue ex- 
penditure parameter. 'You' means 
the Finance Commission. According 
to the parameters set up by the 
Finance Commission, the revenue 
expenditure was to be within 
Rs. 52, 000 crores whereas this 
it surpassed the paramenter which you 
suggested as the Chairman of the 
Finance Commission. I understand 
this point. Then, you wanted harsh 
options by the new Finance Minister 
which means reduction in the expendi- 
ture or keep the expenditure below the 
parameters suggested by the Finance 
Commission. That, means Rs. 4, 000 
crores less. 

SHRI N. K. P. SALVE: I understood 
your query. 

SHRI DIPEN GHOSH; That is why 
1 wanted to know what are the heads 
of the accounts on which there has 
been an increase in the revenue ex- 
penditure and what were the options 
and where were the options to reduce 
those expenses. One is interest pay- 
ment. Was there any scope for the 
Finance Minister to reduce the interest 
payment? Was there any scope on 
the subsidy could be reduced or by 
which the expenditure could be slash- 
ed down? You please tell us. Vou 
enlighten us. 
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PROF. C. LAKSHMANNA: This is a 

very   serious       matter. (Interruptions). 
This is a very serious economic matter. 
Salve   Ji, just   a      minute. (Interrup- 
tions).... 

THE VlCE-CHAlRMAN (DR. R. K. 
PODDAR): Prof. Lakshmanna. I think, 
he has got the point. He will try to 
explain it. (Interruption). 

PROF. C. LAKSHMANNA: No, no. 
I am only facilitating him to explain 
that. I am coming to the hard option. 
(Interruption). 

PROF. MADHU DANDAVATE: He 
got the point that our interest pay- 
ments are of their making. 

PROF. C. LAKSHMANNA Mr. 
Salve, with regard to the interest pay- 
ments, there had to be hard option. 
Now, one hard option could have been 
... (Interruption). 

THE VICE-CHAIRMAN (DE. R. K. 
PODDAR): You will speak and Mr. 
Dipen Ghosh also will speak. 

SHRI N. K. P. SALVE; Sir, it is im- 
possible. What hard Options could be, 
what hard options could not be, is a 
different thing. It is a point raised by 
Shri Dipen Ghosh and I am grateful to 
him. I will explain. The norms which 
we have followed on the basis of which 
we have worked these out, these are 
the very norms which we have also 
followed for the States and on the 
basis of norms... (interruption)... mar- 
ginal difference is possible. I  did not 
say that we worked out a deficit of Rs. 
8, 520 crores. It could be less than that. 
It could be 5 per cent or 10 per cent 
this way or that way. So, leaving that 
margin, I want to submit to you that 
so far as the major subsidy is con- 
cerned, there is hardly any difference. 
We have taken a debit of Rs. 8, 069 
crores   and  here   it is   Rs. 8, 560  crores. 

That is not much of a difference. Then 
the expenditure of interest payment. 
We have taken it at Rs. 19, 500 crores 
and this is Rs. 20, 850. So, Rs. 1, 000 
crores difference is there. The rest of 
the difference is in the other non-Plan 
revenue expenditure. But what is 
more important is, and it is one of 
the cardinal principles of public fin- 
ance, that if you do not have income, 
you cpoaet ip; nd more than what the 
income is and therefore if your in- 
comes had gone down by Rs. 4, 000 
crores so far as non-tax revenue is 
concerned, you should have cut some- 
where else. As long as you have 
higher   revanues... (Interruptions)... 

SHRI DIPEN GHOSH: You are a 
financial  expert. You  enlighten us. 

SHRI N. K. P. SALVE: I have told 
you. 1 am telling you one thing. 

THE VICE-CHAIRMAN (Dr. R. K. 
PODDAR): No Interruption please. 
You please conclude. (Interruptions). 
You have made your point and he has 
understood your point. Let him ex- 
plain it as good as he can. 

SHRI N. K. P. SALVE: I am will- 
ing to sit in a Committee appointed 
by the Finance Minister and explain 
to them how these norms are those 
which are worked out in an extreme- 
ly rational and workable basis. These 
figures are not prepared on any fancy 
notions, Dipen Ghosh, I assure you. 
We worked in conjunction with the 
Finance Ministry, with the best of 
financial experts, 'with economists and 
others and one could have seen a 
marginal difference here and mere 
but it is a very wide deviation and 
therefore, all these difficulties1 have 
come about. We had recommended a 
few things which have not been cared 
for. Nothing has been done. I do not 
find anything and this is more Impor- 
tant. I hope some day you ask the 
Government which you are supporting 
so ably and so sincerely, i wish their 
own behaviour, behaviour of the 
party in power was as mature as that 
of the BJP and the Communist Party, 
who  are supporting them. That Is    a 
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different thing. Prof. Lakshmanna, I 
will be able to answer each one of 
your queries but the time is not so 
much at my disposal. All that I want 
to paint out to you is that these norms 
are not unreasonable. These norms are 
not unreachable. These are the norms 
which we have adopted and for sever- 
al reasons they have been accepted. 
Now. I   said... (Interruptions). 

PROF. MADHU DANDAVATE: 
At least BJP and CPI CM) are more 
mature than us. 

SHRI N. K. P. SALVE: If there is one 
person whose sense of humour I can- 
not match, it is Prof. Madhu Danda- 
vate. His sense of humour I cannot 
match. I concede that so far as bis 
sense of humour is concerned. But so 
far as his Budget is concerned, his 
bureaucrats have taken him, for a ride. 
He is a physicist and I am an accoun- 
tant. therefore they did not perhaps 
tell him what the real state of affairs 
is because I am sure, if they had ex- 
plained to him what the real state of 
affairs is and if they had explained 
to them the philosophy behind the 
norms which we had adopted, which 
have been found to be so acceptable 
for States his Budget would have 
been   entirely   different. 

PROF. MADHU DANDAVATE: I 
applied my scientific mind to your 
norms. 

SHRI N. K, P. SALVE:: Yes. because 
it suits you. And so far as States are 
concerned, they are fixed. Their defi- 
cit is not on actual basis. Their deficit 
is on normative basis. Is it not that 
the Finance Commission. In that res- 
pect, has been let down very badly? 
If you had told us that the Central 
Government is not going to follow our 
norms, but only the States will be 
asked to follow our norms, then the 
apprehensions expressed by Jyoti 
Basu, Nayanap and others that the 
Presidential order which said. "You 
go by the norms", —at that time, my 
Party   was   in   power—(interruptions)- 

SHRI' DIPEN; GHOSH: You would; 
not have given this speech had cong 
ress-I been in power. 

SHRI N. K. P. SALVE: No. No. I must 
give it in the House. 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): Mr. Salve, don't pay heed 
to them. You conclude. 

SHRI N. K. P. SALVE: I must say 
one thing very clearly. These are 
norms which can be adhered to only 
if they are considered sacrosanct and 
if you bureaucrats are willing to take 
you away from soft options... Inter- 
ruptions ). 

PROF. MADHU DANDAVATE: Why 
do you    bring in bureaucrats? 

SHRI N. K. P. SALVE: I will tell you 
why I am blaming them. 1 am blaming 
them because it is the bureaucrats 
who are coming on the TV and they 
are making policy decisions. The bur- 
eaucrats have started supporting... 
(Interruptions). 

SHRI DIPEN GHOSH: There were 
the same bureaucrats last time also. 
Every year these bureaucrats appear 
on the TV. 

SHRI N. K. P. SALVE: I know bur- 
eaucrats are masters in the art of whe- 
edling. They will talk things which 
suit your ears very much when you 
are in power. (Interruptions). No. No. 
Dipen. what I say is, if they came and 
explained the provision, I can under- 
stand. But if they are going to come 
and try to make a political capital 
out of the unsuspecting people, what 
answer do you have? He says anti- 
inflationary. Has not the price of 
every little item has gone up? 

SHRI DDIPEN GHOSH:: I know 
that. But why do you blame bureau- 
crats Last time also, year before last 
year also, bureaucrats appeared on 
the  TV. 

SHRI N. K. P. SALVE; "You came on 
a promise to build up institutions. (Inter- 
ruptions). 



265 Budget (General) [29  MAR. 1990] 1990-91 266 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): I request Members on this 
side not to interrupt Mr. Salve and 
to let him conclude his speech. 

SHRI N. K. P. SALVE: Sir, we gave 
certain criteria, certain norms and in 
that, the principles were enunciated 
in para 4. 8 of the Budget and on page 
16, we nave given certain suggestions. 
They are: (1) The Centre should set 
art example to the States. (ii) The 
Centre should improve on its own past 
pertormance; (iii) The price rise as 
sumed (5 per cent) should be fully 
captured in tax buoyancy. The real 
increase in non-Plan revenue expendi- 
ture should be less than the rate of 
growth ot GDP. Prof. Lakshrnanna, 
is there anything wrong in this? This 
would imply an overall nominal rate 
of increase of non-Plan revenue ex- 
penditure of around 9 per cent. What 
do you have to say to these calcula- 
tions? If you adhere to these, 
then you will come to 9 per cent and if 
come to 9 per cent, you would have done 
a wonderful job. The deficit would not 
be so much. And in that case, the in- 
crease in the expenditure would not have 
been 19 per cent. This is the point I am 
making, Dipen. 

And, in the end, at page 41 we gave 
(some excellent 'suggestions which we 
thought were necessary for the Govern- 
ment to implement. We suggested certain 
specific steps for bringing down the rate 
of growth of revenue expenditure. And 
what was that? We said that five per 
cent of each department's work which is 
of the lowest priority according to its 
own evaluation should be given up. Have 
you done that? 

PROF. MADHU  DANDAVATE; We 
are   doing   it. 

SHRI N. K. P SALVE: We suggested 
that there should be no increase in em- 
ployment in the Government sector dur- 
ing the Eighth Plan period and the re- 
venue Plan expenditure of the Eighth 
Plan should consist only of expenditure on 
material   except   in   relation   to   additional 

schools and hospitals to be Started under 
the Plan. Have you done this anywhere? 
We further suggested that special efforts 
must be made to plug leakages in the 
departments incurring heavy expenditure 
on material such as P. W. D., Water Sup- 
ply, Medical and Public Health. Have 
you done anything? Is there any effort 
in your Budget to do this? And then, we 
further suggested to reduced Budgetary 
support to public sector enterprises where 
perennially they are incurring losses. Let 
them go to the market and borrow. Why 
do you want to give Budgetary support? 
Why do you want to make good they 
lo'sses? Why do you want to give them 
loans end burden the whole nation? I 
am  all  out for  public sector. 

 
THE VICE-CHAIRMAN (SHRI R. K. 

PODDAR): Mr. Salve, please don't pay 
only attention to interruptions but con- 
clude. 

SHRI N. K. P. SALVE; Therefore, 
none of these suggestions has been pro- 
perly implemented.. We could have ac- 
cepted a deficit of Rs. 10, 000 crores in. 
stead  of  Rs. 8, 200 crore's  and the situa- 
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tion could have been as bad as it is. 
What has happened, it leaves me extre- 
mely dismayed and leaves me with plenty 
of pessimism. 

I will come to the next point, Sir. It 
is this. You have accepted the Finance 
Commission's Report. So far as our re- 
commendations of grants-in-aid are con- 
cerned, you have accepted our recommen- 
dations about the devolution of taxes. 
Now the Finance Minister knows better 
than anybody else. We had been asked to 
give norms to the States and the States, 
Sir, were extremely apprehensive. They 
were not willing to cooperate with us. 
What did they tell us? They told: "We 
will not give you a normative approach 
at all, because what has been done in the 
Presidential Order is palpably to enforce 
discipline, fiscal discipline on the States 
at the cost of the Stales, and 'so far as 
Centre is concerned, it is never going to 
improve upon it. " Sir, what happened? 
The States were required to submit 
memorandum and fore cost of receipts and 
expenditure by the 31st October but none 
was received within the time. It would 
not be out of place to refer to the appre- 
hension's entertained initially in the Stales 
on the form and content of ten terms of 
reference. A serious view was taken of 
the use of the word "shall" in paragraph 
4 of the Presidential Order. And they 
said, the Chief Ministers said: "You will 
go normatively so far as we are concern- 
ed, and so far as the Centre is concern- 
ed, merrily it will carry on with its own 
indisciplined manner; it will not give any 
discipline to itself. " Therefore, it was 
nothing but an exercise to curtail the 
grants-in-aid of the deficit States by giv- 
ing grants-in-aid on the basis of norms 
and no the actual deficit. Whereas the 
Centre will have its actual deficit being 
financed either from RBI or with borrow- 
ed money, so far as the States are con 
cerned they are left high and dry. 
There are, the Chief Ministers of Kerala 
wrote to the Chairman articulating mis- 
givings and apprehensions to dispel these. 
The Chairman replied to him on 
18November, 1987 and subsequently wrote 
to the Chief Minister on 10th December, 

1987 setting out the Commission's per- 
ception. He mentioned that it was the' 
Commission's prerogative to adopt such 
approach and methods as it considered fit 
and appropriate on subsidies a and b. In 
view of the Presidential notification, how- 
ever, he) clarified that the Commission 
would consider inter alia adopting a nor- 
mative approach wherever appropriate 
both for the Centre and the States in the 
interest of sound finance, but in doing so, 
the Commission would apply uniform, 
just and equitable yardstick both to the 
Centre and the States Now with this 
yardstick, the poor Centre has been bea- 
ten. And that is where Mr. Dandavate, 
if you are going to give this Budget, kind- 
ly make a further proposal of Rs. 2, 000 
crores by grants-in-aid to the deficit Sta- 
tes. You will have to answer: Is ther< 
one good reason you have that you as' 
the Finance Commission to say that you 
should apply norms to us and not to 
them. But the Presidential Order speaks 
of norm's to both. I am adding the Pre- 
sidential   Order, Sir; 

"In making recommendations to the 
Commission, adopt a normative ap- 
proach in assessing the receipts and ex- 
penditure on the Revenue Accounts of 
the States and the Centre. 

Now, what is the requirement in the 
Presidential Order? "Keeping in view 
the objective, not only to balance the ex- 
penditure and receipts on Revenue Ac- 
counts of both the States and the Centre, 
but also to generate surpluses for capital 
investment. ". Therefore, we hive adop- 
ted such a normative method and it is not 
only to balance surplus against expendi- 
ture, but also to generate surpluses—we 
should generate surpluses-for capital in- 
vestment. We did it sincerely so far as 
the States are concerned and we did it 
with equal sincerity for the Centre. But 
what has the Centre done? It has let us 
down very badly. Their deficits are much 
higher. Now, what will happen to a 
State like Kashmir or to West Bengal or 
Kerala or even UP or Bihar where the 
deficits are much higher? But if he can 
keep content saying that the Commission 
has given them so much, then that is the 
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end of the matter. But, so tar as our 
norms are concerned, none of them has 
been complied with. Is this fan? Is this 
proper? Is it commensurate with the cer- 
tain morality which is implicit and in- 
herent in a quasi federal polity? Sir I 
must submit that if they are not going to 
compensate properly the States, I will be 
the first man along with the States to join 
and go in for an agitation against them 
Now, you must understand that, you can- 
not cheat—1 am sorry for using the 
word—or play a fraud on the States like 
this. You ask us to determine normative- 
ly for the Centre and we determine nor- 
mative'y. You ask us to determine ncr- 
matively for the States and we determine 
normatively for the States. But you flout 
all the norms. And what does it mean? 
It means that you expect only the States 
to be disciplined. I can tell you one 
thing more in this context. 

It is essential for me to mention the 
correspondence that came to us and most 
of the Chief Ministers including my very 
esteemed friend, Mr. Jyoti Basu, talked to 
me and said, "What are you doing? The 
Centre will go on merrily indulging in 
profligacy and indisoipline and you will 
keep the rod only for us. ". I came and 
talked to the Prime Minister and I told 
him of the very serious repercussions of 
this and what the implementation of this 
kind of a Presidential Order was going 
to be and, Sir, it was as a result of that— 
I am no* divulging any secret—that in the 
1989-90 Budget we tried to reduce the 
expenditure to 10. 2 per cent. 

SHRI DIPEN GHOSH; Even the 
Eighth Finance Commission had said this 
and it was turned down by Mr. Pranab 
Mukherjee. 

SHRI N. K. P SALVE: That is a dif- 
ferent thing and that is irrelevant now and 
[ am not on it now. The Eighth Finance 
Commission and the earlier Commissions 
never went out, they did not go all out 
for a normative approach as we did go. 
I think I must concede on the floor of 
this House that I have done a very great 
injustice, the    Finance   Commission, I 

charge, has done a very great injustice, to 
the States in determining the share of 
the Centre normatively and denying to 
them the actual deficits on account of 
which they are anguishing whereas the 
Centre has flouted all the norms which we 
have given to them. 

Now, what about the share in the 
levies? If you look at it, you will know 
in what way injustice is done. I do not 
know what is happening to the journalists 
and I do not know what is happening to> 
the Opposition parties. Sir, by way of 
direct and indirect taxes, the Finance 
Minister is raising Rs. 1, 790 crores. And 
how much is given to the Statss as their 
share? What is the share of the States? 
A princely sum of Rs. 3 crores! Is not 
this being done deliberately and wilfully? 
What is happening now? You raised the 
Corporation Tax and you reduced the In- 
come-tax whereby the deficit is being 
transferred to the States and 85 per cent 
is going to the States!. And then you 
keep the Union Excise Duty to the barest 
minimus. 

Then I come to the question of admin- 
istered prices. In his speech, Sir, —this is 
very interesting; this is in para 161 of 
Part B of the Budget Speech—he has 
said—-this is about the petroleum prices— 
that among the selected items whose prices 
were being raised with effect from the 
midnight of the Budget day are motor 
spirit, high-speed diesel and aviation tur- 
bine fuel for domestic users and he has 
further said that while the price of motor 
spirit is being raised by Rs. 1. 25 per 
litre ex-storage, the price of high-speed 
diesel would go up by 54 paise per litre. 
"The price of aviation turbine fuel will 
increase by Rs. 1320. 45 per kilolitre. 
The increase in retail price will vary 
from State to State depending on trans- 
portation charges and the incidence of 
looal taxes and levies. I propose to mop 
up a part of the gain accruing to the oil 
companies as a result of the price revision. 
The import duty on crude oil is being in- 
creased from Rs. 1060 to Rs. 1500 per 
tonne. " 
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[Shri N. K. P. Salve] 
What has happened is    this. If   your 

whole idea is to have some physical con- 
trol, because of the disconcerting balance 
of payments position, you cannot  afford 
to have so much import of petrol. Good, 
I have nothing to. say on that. If you are 
t a. l going to raise the prices, the admin- 
istered prices, it  is  not    fair    that     you 
devour the whole thing   yourself. Firstly 
our own Commission    recommended, the 
Sarkaria       Commission       recommended, 
everyone recommended, that    the    States 
feel   embittered. Where  they   are   making 
large, massive, profits, they return through 
administered  prices  and the  Centre  alone 
takes the benefit. In this case what has 
happened?     He raises    the    administered 
prices, augments the profits of the import- 
ing agencies  and  he  does  not recover  by 
way of excise. What he does is he    re- 
covers by way of excise. What he does is 
he recovers that by way of customs and 
the States  have  no say in customs. Is 
this a fair way of formulating the    pro- 
posals flouting what the  Sarkaria    Com- 
mission recommended, what toe    Finance 
Commission recommended?     On     crucial 
issue you don't    know    how    embittered 
States feel, how the Congress-I, when the 
Congress-I was in power, was in authority, 
complained. This   is  extremely  unfair, 
extremely unjust. At least, if    in    no 
other matter, in this matter I would    re- 
quest you, don't raise these prices, keep 
them back where    they    were. Ir    you 
want, you can levy, you raise   the   prices) 
but increase the excise as    a   result   of 
which the States will get    a fair    share, 
at least partly compensate them for hav- 
ing cheated them on the deficit basis. 

Now about inflation propo ais, I will 
take inflation of both direct and indirect 
taxes. I regret very much the manner in 
which you have withdrawn the investment 
allowance. You have withdrawn the in- 
vestment allowance and the investment 
deposit account by deleting Sections 32A 
and 32AB of the Income-Tax of 1961. 
The profanity, the disrespect, with which 
you have treated what you say—while 
getting lid of the investment allowance 
you say the escape route of the corporate 

 sector to go out of the tax net has been 
plugged". I am sure your people have 
never told you the extremely healthy and 
salubrious effect this investment allowance 
had on the economy of the country. I 
wonder if you have ever gone through the 
study by the National Institute of Public 
Finance and Policy on Investment Monies 
by Sharma and H. K. Soni. Please read 
this.... 

PROF. MADHU        DANDAVATE: 
Others have criticised it. 

SHRI N. K. P. SALVE: I    will    tell 
you, you are not the only country. There 
are  a large many countries    What    has 
this    brought     about    there?    This    has 
brought     about     a     colossal  amount of 
growth of revenue. So, you are   killing 
not the golden egg but the golden goose; 
you are killing the golden goose once and 
for all. This was the method by which 
you    were   accelerating   the      industrial 
growth and with acceleration of industrial 
growth you brought increases of revenue 
and you are collecting large  amounts of 
tax in Australia, Canada, Federal Repub- 
lic of Germany, lapan; Japan gives 7 per 
cent deduction of the value of plant and 
machinery from the tax. If your mach- 
inery is worth a larkh    of    rupees, Rs. 
7000/- will be reduced from the tax    it- 
self. Take Kenya, Republic    of    Korea, 
Malaysia, New Zealand, the United King- 
dom, the United States of America. If 
you study this book you will    find    out 
what has been, how has been, the accelera- 
ted growth of industries and    how    that 
has   augmented  your   revenues  and    how 
that has augmented your collections. And 
all that you say 'escape route for    taxa- 
tion'!     Such irreverential  and   disrespect- 
ful approach could only    be    taken    by 
you if you had not know anything about 
the  subject; otherwise you were not one 
who would do it. How the bureaucrats... 

PROF. MADHU DANDAVATE; Are 
you referring to the book by the Institute 
of Public Finance? I will refer to that 
book. In that book point out to me—you 
have quoted instances of various countries 
—point out how in those countries these 
investment allowances and other facilities 
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became the instrument of completely go- 
ing out of the tax net and giving zero 
Out. Mease point out. (Interruptions) 

SHRI N. K. P. SALVE; Mr. Danda- 
vate, 1 only marvel at the tutoihig which 
the bureaucrats have done. Each are the 
countries. This book clearly brings out 
the augmentation of the profit end the 
revenues. 

PROF. MADHU       DAN DAVATE: 
Please avoid this; which bureaucrats have 
taught. I do not get tutored by bureau- 
crats. I have been in public life for 40' 
years, and I have learnt my Economics 
neither from the University nor from the 
bureaucrats. I have learnt it outside the 
University  and outside  bureaucrats. 

SHRI N. K. P. SALVE: I am sorry if 
I have said something which has provok- 
ed. I apologize. Your question impels 
me to consider that in each one of 
these countries these incentives have been 
given for accelerating the industrial 
growth. And by withdrawing this if 
you were to think that you want your ori- 
entation towards employment-oriented in- 
dustries and not capital intensive indus- 
tries, then why are you withdrawing? 
Totality of industrial development. I am 
one who feels that all these exemptions 
and all these deductions, artificial deduc- 
tions, are a tremendous drain on the re- 
venue. They complicate the law unneces- 
sarily. They only help the tax lawyers 
and the Chartered Accountants. Please 
get rid of them as soon as you can. But 
one thing I have been pleading incessant- 
ly: Please keep the accelerated deprcia- 
tion. I suggest, consider. Withdraw 
this if you want to. But if you do not 
want to give any time and are just going 
to withdraw, allow the accelerated depre- 
ciation. Allow 40 per cent each year for 
three years so that people will get 120 per 
cent depreciation in three years. There- 
after you don't allow any other deprecia- 
tion whatsoever, because the moneys are 
needed for industries in the initial years. 
Please consider what I am suggesting. 
This is not a political view I am taking. 
This view I am taking based on my own 

experience of several decades in the world 
of taxation. And whereas various provi- 
sion's of creating reserves and other things 
have created some complications, I main- 
tain that anything which complicates the 
law should be taken away. And if yau take 
them away, I have nothing to say. But 
please do not do it in haste in which you 
seem to be doing. Please bear with me. 
What you are doing to other sections also, 
you are getting rid of other sections with- 
out giving them any notice to the people 
concerned. You are amending section 
HH. You are amending section HHA. 
And your HH is deduction of 20 per cent 
profits of new industrial undertakings.  
Section 80HH is 'entitling deduction of 20 
per cent of the profits derived from small- 
scale industries. There was a gentleman 
who was here telling me that in the back- 
ward areas industries are in the conduit 
pipes; those who have made investments 
they have yet to earn profit, they have yet 
to go into the line. They will be denied of 
this. At least give them three years' 
notice. 

SHRI G. SWAMINATHAN (Tamil 
Nadu): For industries which are in the 
pipe line for five years, for seven years is it 
going to be continued for them or is 
it only for the new industries? This is a 
very major thing. (Time bell rings) 

SHRI N. K. P. SALVE- Please allow 
him   to   conclude. 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR); Mr. Salve, please be brief. 

SHRI N. K. P. SALVE: Now I will 
be very brief, Sir. Please consider what 
I have suggested; Give them three years, 
if you want to withdraw, so that the peo- 
ple who are in the pipeline are not adver- 
sely hit. I have always maintained with 
this kind of legislation; hits at the root, 
of the credibility and morality of taxation' 
credibility of the Government, morality 
of taxation. If you are not going to be 
honest with the taxpayers, you have no 
business to pontificate on them, about tax 
evasion and things like that. 
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[Shri N. K. P. Salve] 
So far as indirect taxes are concerned, 

you have raised the    prices    of    petrol, 
high-speed diesel, railway   freight    tyres, 
telephones and all that you call    anti-in- 
flationary. Sir, I am referring here to the 
evaluation made by one of the most emi- 
nent    economists, Mr. Brahmanand: 
Dandavate', 5  Budget ducks  major     issues. 
What does she say?    Implicit in the Bud- 
get you have built is inflation of 6 to 7 
per cent. This is not what I am saying. 
Kindly read it. Let your Secretary who 
goes and says   that it is    anti-inflationary 
deal with this kind of thing rather than 
talking to people who are innocent about 
the entire finance  matters who  are  inno- 
cent about accounts. You have taxed pet- 
rol. You see the history of inflation. The 
history of inflation in this country is the 
history    of       indiscriminate     price    rise 
in the cost of petroleum. It    had     the 
most vulnerable and cascading effect. Mr. 
V. P. Singh did it once and he had it in 
his neck. You have done it this time and 
you see what it is going to be. I have 
no doubt in  my    mind    that    in    three 
months' time you will be    reaching    the 
double-digit inflation. Freight rates have 
been increased. Every item  will be hit 
by it. In six months' time you  will be 
hitting double-digit inflation    and    before 
we have reached the end of the   financial 
year—I hope your Government    is    still 
there and you are still there as the Finance 
Minister—you will have the proud privi- 
lege of having an inflation between 12-1/2 
to  15 per cent. Please    write    it    down 
somewhere. 

Now indebtedness. 2, 60, 000 crores of 
rupees. What are we doing to ourselves? 
And you are borrowing indefinitely. I 
refer to the suggestion of the Finance 
Commission which I urge upon him to 
accept. It is contained at page 41. 
Please bear with me. This is very impor- 
tant. I am reading para 10. 9: 

The overdraft bottom lines: —The 
overdraft facilities which the Reserve 
Bank of India gives to the State Gov- 
ernments have  already     been    strictly 

limited. So far as against this, the fact 
that the Union Government has virtual- 
ly unlimited overdraft    facilities     with, 
the Reserve Bank of India means that 
it can incur additional debt to    finance 
expenditure  in  excess   of   norms   with- 
out raising additional revenue    resource 
of its own. We have earlier urged that 
the Central and the State   Governments 
should be treated in a similar   manner 
with regard to    fiscal    discipline. We 
recommend that a convention    should, 
therefore, be developed limiting the ex- 
tent of deficit-financing by the    Central 
Government in any given year   to    an 
amount to be determined in consultation 
with the Governor of the Reserve Bank 
of India on the basis of certain objective 
economic criteria to  be    clearly     laid 
down in advance. We would urge that 
suitable guidelines and criteria for deter- 
mining the permissible  amount of    net 
R. B. I, credit to the Government be de- 
vised jointly by the Union Ministry of 
Finance and the Reserve Bank of India. 
It will  also be  necessary  to pre-deter- 
mine the    permissible    peak    level    of 
R. B. I, credit to Central    Government 
at any point of time in the course of the 
year. " 

1 would want you to react to it if you 
are so sincere about phasing out 
and checking the deficit and if you are 
so sincere about ensuring that 
you don't go beyond your deficit, decide 
in advance on objective criteria what is 
going to be the deficit in consultation with 
the Reserve Bank of India and sick to it. 

So far as indebtedness is concerned, 
where are we landing ourselves? It is a 
terrible situation. And they have taken 
additional liability of writing off the debts 
of the agriculturists. That al?o they are 
not taking up very sincerely. A figure of 
Rs. 2841 crores has been worked out. 
How do you get Rs. 2842 crores? It is 
impossible. Please don't play with the 
people. If you can implement it, imple- 
ment it- If you can't implement it with- 
out taking the country into liquidation, 
go out to the people and tell them frankty. 
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You are going to make 'Right to Work' 

a Fundamental Right. Do you know 
what that involves? It is enforceable in a 
court of law. And if that is ever done, 
do you know what is likely to be the liabi- 
lity? There are about 6 crores of re- 
gistered unemployed in 850 Employ- 
ment Exchanges. I reckon unemploy- 
ed people to be somewhere near 
10 crores of people. If you give 
each one of them Rs. 150|-, it will 
mean Rs, 18000 crores. Where is the 
money? You make reckless promises, 
unimpiementable promises during the 
elections which cannot be implemented 
without taking the country down the drain. 
Perhaps you never expected to be sitting 
there. But now that you are sitting there, 
be honest about at least one thing. Either 
tell the people that you cannot do it or if 
you can do it or if you mean to do it, 
please tell us the way; and means of do- 
ing it. Don't tell us about Rs. 2842 
crores. Will you please lay on the Table 
of the House the detailed calculations of 
Rs. 2842 crores which is, according to 
you, enough to write off the debts? If it 
is so, I will be very happy because Rs. 
2842 crores is something which we can 
phase out. But again out of that if half 
is to be met by the States, it is a total 
impossibility. In the meanwhile, the 
Finance Minister knows better than an of 
us that there is a terrible erosion in the 
collection of loans. Whatever decision 
you have to take, please take them in good 
time. Please do not incur heavier expen- 
ses. As a result of heavier expenses, 
please do not increase your borrowing. 
Our indebtedness has reached a point 
where the 'Washington Post' has observed 
—I am reading what has appeared in the 
'Washington Post' and reproduced in the 
'Hindustan Times' of 26-3-1990. This is 
not a Congress paper. Here it is said: 

"Buried in borrowings and short of 
hard cash, India may become the 
world's next victim of the debt crisis 
that already has crippled developing 
economies in Africa and Latin America, 
says the Washington Post. '' 
SHRT KAMAL MORARKA: Is it not 
the Congress' doing? 

SHRI N. K. P. SALVE: Mr. Morafka, 
I will tell you... 

SHRI KAMAL MORARKA- We have 
come to power only now. 

SHRI N. K. P. SALVE: we were 
bad. But does it mean that you should 
prove worse? 

SHRI KAMAL MORARKA; Judge us 
after one year. 

SHRI N. K. P. SALVE; if the revenue 
account is going    the way it is... 

SHRI DIPEN GHOSH; Wi'n the pas- 
sage of time, they have become wiser. 
And you are also becoming wiser. 

SHRI N. K. P. SALVE; No question, 
of becoming wiser. I stand by 1989-90 
Budget, Mr. Morarka. My answer is that 
we have started a trend for the first time. 
And you have undone the whole damn 
thing. This is what... 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR); You conclude now. 

SHRI N. K. P. SALVE: I am con- 
cluding. 

Here it is further said; 

"But planners and international finan- 
ciers are beginning to worry that with- 
out politically painful reforms, India's 
economic bubble could burst during the 
early 1990s; with devastating consequen- 
ces for the country's impoverished ano 
rapidly expanding population, the paper 
adds. " 

And in the end, the paper says: 

"These complex and difficult prob- 
lems loom at a time when India is be- 
ing led by a minority Government back- 
ed by an unusual array of political par- 
ties. Prime Minister V. P. Singh is 
regarding as an informed economic 
thinker, but his Cabinet includes a 
potpourri of agricultural populists, un- 
bending socialists and political oppor- 
tunists. " 

SHRI KAMAL MORARKA: These 
are all American slogans... 
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SHRI N. K. P. SALVE: What you 
need to be worried... 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): Have   you  concluded? 

SHRI N. K. P. SALVE; Two sentences 
and I am done. What wornes me... 

PROF. MADHU DANDAVATE; We 
do  not  want  American  thinking... 

SHRI N. K. P. SALVE; You do not 
want. No one will be more allergic to 
American thinking than I am. But some 
right things they have said. And if you 
are going to ignore that also, you will be 
doing it at your own peril. There is only 
one point which I must make clear. We 
had realised the mistakes we had commit- 
ted, and we were dead bent on correcting 
them. And that is why the 1989-90 Bud- 
get. That is the difference between us 
and you. If it was a mistake, it was a 
mistake and we were going to correct 
them. But do not forget that at least we 
gave a growth, we gave a growth of 5. 9 
per cent. It was only on the Budgetary 
side that we had not fared properly. It 
was on the budgetary side that the cor- 
rective measures were needed. What have 
you done? Far from following the trends 
of those corrective measures, you have 
taken a reverse turn. I am sure, if this 
trend remains and if this Budgetary trend 
remains and we continue in this manner 
in the next three years time, the fiscal im- 
balance which reached such a situation 
will bring about a total collapse. I warn 
you, warn you. Thank you, Sir. 

PROF. C. LAKSHMANNA; Mr Vice- 
chairman, Sir... 

SHRI DIPEN GHOSH: Next time, we 
will  be criticising his Budget. 
PROF. C. LAKSHMANNA:... we had 

a very interesting but confessing statement 
about the state of affairs which this pre- 
sent Government had to inherit, for 
which I am thankful to Mr. Salve. Mr. 
Salve could not have laid at the door of 
the present Government the ills that have 
been beqocafhed to us. But none-the-less, 
will go into only these four points which' 

have been earlier opinred out by Mr. 
S. B. Chavan, the former Finance Minis- 
ter and also by Mr. Salve, and We will see 
whether in these four points which have 
been pointed out in the third paragraph of 
the Finance Minister's Budget Speech, as 
the starting point, there had been a right 
direction set by the new Government or 
not. I am sure in 100 days with one 
Budget, it is not possible to correct the 
ills that have been brought over a period 
of ten years or even more. Now, one is 
uoout deficit. When Mr. Salve, while he 
was speaking, talked about the Ninth 
Finance Commission's recommendations 
in regard to the revenue deficit. He also 
referred to the non-Plan expenditure of 
Rs. 52, 000 odd crores and the estimate of 
the expenditure by the present Budget at 
Rs. 56, 000 odd crores. In that -context, 
I asked him the ways in when this deficit 
could have been reduced. Mr. Salve men- 
tioned three items in which the Govern- 
ment could have hard options. Now. let 
us examine whether this Government has 
exercised those options or not. 

The first one is in regard to the interest 
payments. I hope Mr. Salve will bear 
me out. Last year, when we were talk- 
ing about the internal as well as the ex- 
ternal debt and the interest payments, the 
figures which were given included a cer- 
tain item which they were not prepared to 
accept at that time but now they are pre- 
pared to accept. If this grows, what are 
the hard options left? One hard option 
could have been—in the case of external 
debts—to say 'We will not pay', as it was 
done by one Or two Latin American coun- 
tries. That was one hardest option that 
was available. The second was, to offset 
the deficit, going in for further borrowings 
from the International Monetary Fund, 
etc., with the conditions they would have 
laid down, with the strings they would 
have attached. 

SHRI N. K. P. SALVE: Mr. Laksh- 
manna, what I said was this. You are 
borrowing Rs. 8, 000 crores to finance re- 
venue expenditure. What worries me ex- 
ceedingly, when I see the Economic Sur- 
vey, is this. With further borrowings, the 
debt burden will increase. All  that I am 
saying is that committed  liability has to' 
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be mats le must ba  understood that no 
further loans  should  be  incurred. 

PROF. C. LAKSHMANNA; This is 
precisely what Is am saying. The point is, 
we had to take the hardest option, the 
Government had to take the hardest 
option, of not going in far loans which 
would have addeds to the existing liability 
in the years to* come, but trying to meet 
the situation within the framework avail- 
able. Therefore, this was the second hard 
option. 

Now, Mr. Salve will bear me out. We 
have the expenditure on services. As you 
know, in this very Budget, the Finance 
Minister bad to take a very hard decision 
and say that he is providing only Rs. 100 
crores to meet the expenditure on addi- 
tional DA instalments in the year to 
come. It means, if he tries to maintain 
this, he would not be faliing into some of 
the pitfalls into which the previous Gov- 
ernment had fallen. In fast, two or three 
years back, when Mr. Rajiv Gandhi pre- 
sented the Budget and, subsequently, when 
Mr. N. D. Tiwari presented his Budget, 
the then Government claimed that they 
would not allow the deficit to grow and I 
had to refer to the example of King 
Canute. It is not possible for the tides to 
be tied down. What has been done is to 
curtail the possibility of any mors loans 
and increased interest payments in the 
years to come. A beginning has been 
made. 

Then, the other non-Plan expenditure. 
It has become a little burdensome this 
year. I am referring to the allocation for 
defence. It was Rs. 13, 000 crores this 
year. The revised estimate is about Rs. 
14, 000 crores. The provision for the com- 
ing year is Rs. 15, 000 odd crores. This 
means, compared to the leviscd estimate, 
it will be Rs. 1, 000 crores more in the 
coming year. Sir, I was one of those who 
had been very critical about the defence 
expenditure. I had been advocating that 
there were ways in which the defence 
expenditure could be reducd. But we ate 
having, for the first time, except the three 
war periods, three war years, a Govern- 
ment there which, thongh democratic, is a 

weak Government'. It has been speaking 
in terms of war as vocally as the previous 
Governments had- done. The only thing 
is that Mr. Zulfiqar Ali Bhutto was read- 
ing a page or two more than Mrs. 
Benazir Bhutto. Therefore, when a hostile 
situation is developing, when such a situ- 
ation is confronting us, is  it possible for 
us to make any compromise on this? If 
it is not possible for us to make any com- 
promise on this, there will be no alterna- 
tive but to escalate, to some extent; the 
Defence budget. Therefore, Rs. 1000 and 
odd crores has been the amount which 
has to be accounted for towards defending 
the borders of this great country. We 
have been talking of the unity and inte- 
grity of the country. This had been the 
slogan on which the previous Government 
tried to live and win. Therefore, to up- 
hold that very slogan there is no other 
alternative but to increase the defence bud- 
get, though it is not a very happy situa- 
tion. I do look forward to the coming 
years when we are in a position to reduce 
our liability and expenditure on defence 
so that we could divert that amount for 
other purposes. 

About subsidies, the present Minister 
has made an indication to the subsidies 
which could be reduced and the type of 
subsidies which had to be continued. Even 
the previous Prime Minister, when he was 
talking of subsidies, had said that out of 
one rupee only 16 paise were reaching the 
people. If we take that yardstick, then a 
lot of things have to be done. Therefore, 
we have to look at the entire deficit. De- 
ficit has been really frightening. When 
the previous budget was presented there 
was a jugglery of figures, as a result of 
which with the transfer of oil fund etc. 
they were able to show a deficit which 
was in the vicinity of what they continued 
to claim, but when the next budget was 
presented, by the time this Government 
inherited the reigns of powers on 1st 
December, the deficit had reached Rs. 
13000 crores. I think it is only Rs. 11000 
and odd crores today and this goes to the 
credit of this Government. 

SHRI. N. K. P. SALVE Could   you 
yield for half a second?    It is all right, 
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you say that there was a jugglery on the 
receipts, side, but what about the expendi- 
ture side? Was not the growth confined 
to 10. 6 per cent which is much less than 
17 per cent of long-term growth of non- 
Plan revenue expenditure? 

PROF. C. LAKSHMANNA; T will 
come to that a little later. 

So, Sir, we have to look at the deficit 
from this point of view. Therefore, the 
present Finance Minister has made strenu- 
ous efforts to be realistic to put the deficit 
at a rate of Rs. 7000 and odd crores. 

Coming to the balance of payments 
position, there was a question today with 
regard to the export promotion zones, etc. 
and the efforts that have been made by 
this Government. The previous Govern- 
ment over the period of three to four 
years had failed, continuously, year after 
year it had not been able to meet the ie- 
quirement of export and we have not been 
able to contain import. The present Gov- 
ernment had to inherit a very bad situa- 
tion with regard to edible oil. There is a 
talk about the edible oil tecnnology mis- 
sion. I do not want to go into the whole 
ethos of this technology mission for the 
present, but I would like to say that in 
spite of the edible oil technology mission, 
the edible oil position was bad. Even the 
position for rice and some other commo- 
dities was bad. After a long time, if my 
information is correct, we were to import 
Burma rice through Tailand, Therefore, 
we have to look at the ways in which we 
could bring about a better balance in the 
balance of payments position. For that, 
there has to be a concerted effort to re- 
duce imports and increase exports. I 
think a small effort in that direction has 
been made by this Government in this 
present budget. I am not saying that 
everything will be all right, but at 'east 
the trend has been reversed. 

Then comes the question of foreign ex- 
change reserves, a point which has been 
raised by Mr. Chavan himself. I think 
this year had been the lowest with regard 
t o the foreign exchange reserves. In the 

history of the all the years since India 
became independent this period has been 
the lowest. We have also to look at the 
NRI investments in this (country. The 
NRIs, who are our own people living 
outside, who are having all sorts of faci- 
lities, who have a claim on us, take away 
a large part of foreign exchange as and 
when they get angry with us. If they 
have to do it, the position will be much 
worse. Therefore, this is the third item 
in the present Budget on which an at- 
tempt has been made to preserve valu- 
able   foreign   exchange. 
3. 00 P. M. 

Then comes the fourth item—i. e. 
foodgrains. Now last year was supposed 
to be a bumper year when we had pro- 
duced about 172 million tonnes of food- 
grains. This has been the highest, as 
per the estimates. In that year, the 
procurement was the lowest. It was 
about 8 million tonnes or so, if I remem- 
ber correctly, as on 1st of February of 
the previous year. This the present Gov- 
ernment could bring up to something 
like 11 million tonnes or so. Therefore 
we have to look at the position as to how 
is it that in a year when we had a bum- 
per production, we were not able to do 
it. On the other hand, the indications 
are that the stock position has improved 
much more and it will be up to the norms 
that have been set for foodgrains. Is 
this not a hard decision, a hard option 
which this Government exercised, while 
the previous Government squandered 
away in a year of the highest foodgrains 
production? 

Therefore, looked at from these points 
of view, it is very obvious that this Gov- 
ernment had a very difficult situation to 
tackle. They inherited a very difficult 
position and they have been trying to 
retrieve it to the extent possible. I do 
realise that 100 days is not a sufficient 
period. It is not a thousand days, it is 
not ten thousand days which have been 
responsible for the position which has 
been inherited by this Government and 
it would be a miracle to correct it in 
100 days. In Economics we cannot 
have   miracles. Even   in   West   Germany, 
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which is supposed to have done a mira- 
•cie, it did not come in one or two 
years; it look a number of years. The 
direction has, of course, been reversed, 
as I have already indicated to you. 

The second aspect of this Budget is 
that the National Front Government is 
committed to the poor, the weaker sec- 
tions and it is committed to socialism 
in the real sense. There is no question of 
retracing our steps on that. If we look 
at that, what is the way in which it has 
been done? We have to look at cer- 
tain categories of people with whom 
the present Government had to deal 
with in this Budget. One is the far- 
mers. Much has been said about the 
waiving of loans upto Rs. 10, 000. I 
think the Finance Minister in his reply 
will have the occasion to tell you how 
he has arrived at. the figure of Rs. 2842 
crores. The Government says that they 
have arrived at this figure taking into 
account the small, marginal farmers and 
all those artisans and agricultural 
labourers who had taken loans upto 
Rs. 10, 000. If those loans are waived, 
there will be a commitment of Rs. 2842 
crores, out of which about Rs. 1100- 
1200 crores will be through the national- 
ised public sector banks and also region- 
al rural banks and the rest of the 
amount has to be through the coopera- 
tive sector. Now we are not taking 
into account the loans which perhaps 
are there from other agencies—i. e. from 
non-banking systems, the money-lending 
system etc. We are not taking that into 
account. We are at present concerned 
with those loans which are becoming a 
heavy burden on the people and which 
have been taken from the banks—either 
from the nationalised banks, or the re- 
gional rural banks or the co-operative 
banks. Now the Finance Minister has ca- 
tegorically stated that the Central Govern- 
ment will consider suegestions for heloing 
the State Governments in implementing 
the debt relief scheme. What else can you 
expect? The Finance Minister is prepared 
to listen to the suseestions from the State 
Governments   from the economists, from 

the political friends sitting this side or that 
side and then try to mplement that scheme 
and then try to implement that 
scheme so that the debt relief which 
has been promised by this National 
Front Government through its mani- 
festo will be fulfilled. 

Then, they also made much about 
the so-called "wilful defaulters. " In 
fact, there has been some misunder- 
standing with regard to this. But if 
you carefully look at the sentence 
used by the Finance Minister, it clear- 
ly says, "However, wilful defaulters 
who, in the past, did not repay loans 
despite their capacity to do so will 
be excluded. " So there has been a 
question as to how to define a "wilful 
defaulter. " Even I myself, at one 
point of time—because I did not care- 
fully look into the budget—thought 
about this question. Now, it clearly 
makes out two or three things. One 
is about people who has the capacity 
but did not repay—which can be a 
yardstick easily  understandable. 
Therefore, if we take these people as 
wilful defaulters and if we also take 
the nationalized banks, regional banks 
and co-operative banks and if the 
estimate is about Rs. 2, 842 crores—I 
think the Finance Minister will ex- 
plain it in course of time—then, I 
think keeping Rs. 1, 000 crores to start 
with is not an unreasonable proposi- 
tion because the Government expects 
that it will not be more than Rs. 1. 100 
to Rs. 1. 200 crores. So, Rs. 1, 000 crores 
is good enough and a marginal adjust- 
ment can always be there. 

Then, if we carefully look into the 
budget, there are certain other facili- 
ties which are accruing to the far- 
mers. Yes, this Government will, per- 
haps may be in a year or two or three 
to come, have to think in terms of 
two things. One, of course, is the re- 
solve of this Government to put the 
Land Reform Acts, as passed bv the 
different States, in the Ninth Sche- 
dule. Once that is done, even if there 
is some default, it will avoid some of 
the unnecessary litigations into which 
the State Governments have to enter 
now. Therefore, one the Land Reforms 
Acts are implemented sincerely, as it 
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is the wont of this particular Gov- 
ernment—as the sentence here shows 
that we are going to put it in the 
Ninth Schedule—I am pretty sure 
that the whole talk of kulaks, big 
landlords and so on will be a thing 
of the past in the next few years to 
come. This is number one. I think 
this will be put in the Ninth Sche- 
dule and, once it is put in the Ninth 
Schedule, it will give the opportunity 
to implement land reforms effectively 
and bring about fair distribution of 
the land wealth available in this coun- 
try among those who have now been 
denied  that   through  litigation, etc. 

Secondly, I have a small suggestion 
for  the   Finance  Minister. What  is 
happening now is, agricultural income 
is not taxable because of the vagaries 
of  nature, uncertainty  of  production 
and   unremunerative   prices. In   fact, 
for  the first  time there  has   been  a 
definition of "remunerative price. " In 
fact, the Finance Minister has  given 
a methodology by which remunerative 
prices could be given to the farmers. 
It ?s there in the budget. That is one 
point. Now, because  of  the   non-re- 
munerative  prices   that  were     being 
given to the farmers over a period of 
time  by  the  previous     Government 
and so forth, there    has    been some 
problem  with  regard  to   assessability 
of  agricultural income. But  once  we 
are able to quantify it, I think   a stage 
may have to come—it is only a sugges- 
tion  to  the Finance  Minister  and, in 
the years to come, perhaps, next year— 
he will have to think in terms of tax- 
ing the rich among the     agricultural 
community and make them: contribute 
to the     development     process. Now. 
this   is   also   necessary  because, what 
is happening is that since agricultural 
income is not taxable very often we 
find that  corporate houses, industrial 
carte's      have  built     up     subsidiary 
agricultural   occupations   and   are      try- 
ing to show the profits if they come, 
Or losses, if they are accruing, on to 
agriculture   either      way   and   ultimately 
trying to  evade     tax. Therefore, at 
least a beginning has to be made    to 

delink this type of operation and 
secondly, to bring in some semblance 
of agricultural taxation on the rich 
who have to contribute to the develop- 
ment process. I think with the in- 
creased irrigational facilities, greater 
power supply, modernization of agri- 
culture and the agricultural research, 
which are contributing through the 
States, the Government and the 
people are contributing to agricultural 
(Production, the benefit of which is 
accruing in a larger rneasure to the 
people who belong to the higher bra- 
ckets in the agricultural sector. There- 
fore, they have a moral responsibility 
they have an obligation to contribute 
to the development process. I do hope 
that the Finance Minister in the years 
to come, not immediately, will, think 
in terms of breaking the ground. I 
think that is a bard option which 
perhaps this  Government as to take. 

SHRI M. FALANIYANDI (Tamil 
Nadu): Where is and reform? 

PROF C. LAKSHMANNA: I think 
I made very clear as to what the land 
reform is, what the intention is and 
what the direction is in which the en- 
tire svstem has to move which has 
been made clear the National Front 
Government by its intention of putting 
the land reform Acts in different 
States in the Ninth Scheduled of the 
Constitution, thereby avoiding litiga- 
tions which the State Governments 
and the people would have otherwise 
to get into. That is what I was men- 
tioning. 

The next thing is about agricultural 
labour artisans etc. I think, for the 
first time an attempt is being made 
apart from the Jawahar Rozgar Yojana 
which is being continued. That means 
there will be an assessment of it, and 
it will continue. Apart from that, no 
thrust Was made in the previous 
budgets towards these people. I think, 
in this Budget an attempt Has been 
made to arm these people with better 
fiscal resources,. fiscal possibilities so 
that they can in turn contribute to 
the saving process and also the deve- 
lopment    process    About textiles, I 
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think, it is good that it is not the cone 
yarn but it is the hank yarn which: 
will be taxed. I think It will go to 
some extent to help the handloom 
weavers who are in a large number 
in this country, who are not merely 
artisans but more than that. They 
are artistic artisans. They have 
brought name and lame. The hand- 
loom weavers of this country have 
brought fame and name to this coun- 
try. Their arts, their skills and their 
professions have to be safeguarded. 
Therefore, a beginning! has been made. 
I think it -would have been perhaps 
better. There used to be a rebate, 
handloom rebate given earlier which 
was discontinued two years back. I 
do not know how much financial in- 
volvement is there. But that will 
psychologically given an incentive for 
the handloom workers. That is Why 
perhaps that rebate was there. I 
would only suggest to the from Fin- 
ance Minister kindly to look Into it. 

Then, about the income-tax, I think, 
while replying to the debate on the 
Budget in the other House the Finance 
Minister tried to explain how it is not 
Rs. 22, 000 but it is actually Rs. 35, 000. 
A person who earns up to this much 
of income, has not to pay income-tax. 
He has given an example of It and he 
has given an explanation to it. If that 
is the case, this will be at least a small 
bit of help to the middle-class income 
group. There have been varying 
opinions that it could be Rs. 25, 000, 
Rs. 30, 000, and people expected it to 
be Rs. 30, 00 for some reason or the 
other. 

Financial constraints about which I 
had also talked and even Mr. Salve 
and Mr. Chavan also earlier spoke, 
have been responsible for his not scal- 
ing if up to Rs. 25, 000 or Rs. 30, 000 
per annum. A higher limit would 
have been better. But none the less a 
beginning has been made to relieve 
the pressure on the middle-income 
group, and a small attempt has also 
been made to increase the tax net to 
make it a little higher for the higher 
income group in this present Budget. 

If this succeeds, perhaps the Govern- 
ment may have to consider next year 
to make it more rational so that those 
who are in a position to contribute, 
can contribute more  effectively. 

Then, another thing which needs to 
be considered is black money. We 
have been continuously worried about 
black money. There are two or three 
types of studies made with regard to 
black money. I think the Government 
in course of time has to take a decision. 
Unless the role of black money and 
its impact on development is removed, 
the country will not be able te reap 
the fruits that are due to it. One sug- 
gestion which has been again and 
again made and which has been also 
implemented earlier, but there are 
differing opinions on whether it has 
really netted the result or not, is 
demonetisation. If it is demonetisation, 
of what value? If it is demonetisation, 
to what extent? Those details may 
have to be worked out. But I think a 
serious exercise has to be done to 
work out the detail with regard to 
demonetisation. 

Secondly, we have to perhaps— 
though I am very hesitant in making 
this particular suggestion—make a 
change in our attitude towards those 
who have got black money. The pre- 
sent trend is to treat them as criminals 
because they have done a crime against 
the society. There is  no doubt about it, 
But then especially one who is in a 
Powerful position, one who is in a 
position to dictate terms, would not 
like to be called criminal. Perhaps we 
have to change the terminology and 
treat them, instead of criminals, as 
errants and give them an opportunity 
to come forward. 

SHRI G. SWAMINATHAN: You 
want them  to be treated softly. 

PROF. C. LAKSHMANNA: For this 
purpose the Government has given 
them options in the form of some 
schemes which are not very attractive. 
They have said this money can be in- 
vested in slum clearance, construction 
of houses for middle and lower income 
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groups and setting uo agro-based in- 
dustries. These are the three sugges- 
tions. I have been one. of those who 
firmly stood and will continue to stand 
for the commanding heights of the 
public sector. There is no doubt about 
it. But then defining the areas in which 
the public sector investment has to be 
increased, its role has to be increased, 
may have to be probably gone into. 
The question whether there are some 
sectors which do not necessarily off- 
set this development process, but 
which are more attractive to these 
people to invest, may be gone into. 
This is a suggestion. I think you will 
have to look into that so that invest- 
ment, if they make, will not merely be 
a social commitment, but will also be 
a kind of incentive for them to invest. 
I think in that sense we have to think 
of newer areas for investment possi- 
bilities for those who possess black 
money. I think, if that is done, there 
may be some small beginning made to 
suck those who are now in possession 
of black money and who have been 
Playing havoc with the economy. The 
Finance Minister has stated in his 
Budget speech how instead of bring- 
ing in black money, they actually may 
put the white money into black. So, 
we have to be very careful about it. 
But nonetheless concerted efforts have 
to be made in order to bring this black 
money into regular plane. 

Having said this 1 will have to ta]k 
about some of the items on which 
prices have been hiked. I think it is one 
point where I am likely to agree with 
Mr. Salve that here will be a cascad- 
ing effect. Apparenty when you in- 
crease price of petrol, diesel and if you 
exclude tractors or in the case of 
tyres and tubes, if you. say you are 
imposing duty upon truck, bus, car and 
jee and not on tractor, apparentlyp 
a distinction has been made But un- 
fortunately they are not just confining 
to themselves. There is no agency 
which will bear the price hike in pet- 
rol on itself without passing it on to 
the common man, the consumer. There- 
fore, there is a    cascading effect as a 

result. I do not know wheher we will 
end up in double digit inflation or not, 
but there is definitely a tendency for 
pushing up prices. I think we are al- 
ready experiencing it. We don't need 
any economic wizard to tell up. We 
are going through it if we get into an 
auto-rickshaw, if we get into a taxi, 
if we get into a bus. I think after 
sometime if we purchase things in the 
market, the prices would have been 
pushed up- Therefore, once the prices 
are pushed up, there is bound to be an 
inflationary effect. So to that extent 
we have to really think in terms of the 
cascading effect and the possible infla- 
tionary tendency which the hiking of 
prices of petrol, diesel, steel, iron, 
rubber, tyres and tubes, will lead to. 

Therefore, these may have to be 
examined in order that the possibility 
of inflationary tendency may be stop- 
ped because that will have... 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): Prof. Lakshrnanna, you 
have used up the time allotted to you. 
I would request you to kindly conclude. 

PROF. C. LAKSHMANNA; I am 
myself going to conclude. Even if you 
want me to continue, I will not be 
able to continue. 

SHRI DlPEN GHOSH; This is his 
valedictory speech. 

PROF. C. LAKSHMANNA; My 
farewell speech. Though I want to 
snatch some more time, if possible 
tomorrow... (Interruptions)... 

Then, similarly the postcard, inland 
letter and envelopes. These are the 
three items which are more used by 
the- people belonging to the middle 
and lower categories of people because 
others use phone. Though there has 
been an increase in the tariffs, tele- 
phone tariff, I am not coming on to 
that because at least to a limited ex- 
tent if is used by middle and upper 
classes and also they go in for courier 
services and so forth, etc., those who 
can afford it, and we are not worried 
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about them. But the prices of post- 
cards, inland letters and envelopes 
have also been increased. To that ex- 
tent it will be a small burden on the 
consumers, on the middle class and 
lower class of people. I think, this may 
also have to be considered and even 
if a token difference is made, that will 
be better. Mr. Vice-Chairman, on the 
whole this budget is one which is at- 
tempting to set the trend that has been 
set earlier in the reverse gear and 
take the country towards a better 
economy, towards better development 
and towards equality of opportunities 
and, therefore, socialism. Thank  you. 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): Thank you, professor. Dr. 
Jain. 

DR. JINENDRA KUMAR JAIN 
(Madhya Pradesh) • Honourable Vice- 
Chairman, at the outset..  

 
SHRI VITHALRAO MADHAVRAO 

JADHAV (Maharashtra); There is a 
tradition of calling one Member from 
the ruling party and one from the Op- 
position party. Now both belong, to the 
ruling party. 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): He does not belong to the 
 ruling party. 

SHRI VITHALRAO MADHAVRAO 
JADHAV; But they are supporting. 
Supporting means as good as a Mem- 
ber of the ruling party. 

THE VICE-CHAIRMAN (DR. R. K. 
PODDAR): He does not belong to the 
ruling party, okay. Dr. Jain. 

DR JINENDRA KUMAR JAIN: At 
the outset, Sir, I would like to make 

a plain statement that we are not 
happy with the budget but we do not 
entirely blame the present Government 
for the state of affairs. We appreciate 
the problems of the present Finance 
Minister. He inherited a bad economy 
and I give him that margin. There was 
provision for a deficit of only Rs. 14. 000 
crores in the Seventh Five Year Plan 
but the previous Government natural- 
ly indulged in over-spending resulting 
in a deficit of Rs. 35, 000 crores. The 
national debt has mounted to Rs. 
260, 000 crores out of which foreign 
debt itself is to the tune of Rs. 100, 000 
Crores. It is an alarming situation in- 
deed but the Government is continu- 
ing to borrow more and more. Un- 
employment problem has not been con- 
tained. An estimated number of un- 
employed today is touching a hundred 
million mark, in spite of that, certain 
good steps have been taken by the 
Finance Minister and we welcome the 
waiving of farmers loans to the tune 
of 1, 000 crores. We welcome the aboli-. 
tior of the Gold Control Act and we 
welcome the provision of 15 per cent 
subsidy to set up industries in back- 
ward areas. However, we would like 
to recommend to him that he should 
do some more things which are obso- 
lutely relevant. The exemption limit 
for nsrsonal income tax raised from Rs. 
18, 000 to Rs. 22, 000 should be further 
raised to Rs. 30, 000 and for salaried 
people, DA, HRA and CCA should be 
exempted from the income tax. Tax 
rate for the big companies has been 
reduced from 50 per cent to 40 per 
cent. This benefit should also be given 
to small companies. 
[The Vice-Chairman (Shrimati Jayantlii 
Natarajan in the Chair] 

I plead, Madam Vice-Chairman, 
that this benefit should also be given 
to small companies, partnership firms 
and other private limited companies 
and other entities engaged in industry 
and business. I would like to give an 
example of the United Kingdom. Large 
companies there have the tax rate of 
35 per cent and small companies are 
taxed at the rate of 23 per cent. Al- 
most similar is the picture in the rest 
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of the world engaged in industry and 
business. Afterall, what snould be the 
rationale? The rationale should be that 
the money should be available for 
growth, growth of the people, of the 
concerns who are making money. 
Now, the large companies have other 
ways to mobilise the capital. They can 
raise resources from the market but 
the small companies cannot do that. 
The only benefit available to them is 
the saving in taxes and there is no 
rationale in taxing them more than 
the large companies. 

Then there is another anomaly that 
I wish to point out. There is a ban on 
new posts and it has been in force for 
the last five years. It is adding to our 
unemployment problem. It should go 
right a way. We have our genuine fears 
on the Government's ability to control 
the price line. Petrol prices have been 
hiked, postal prices have been hiked 
and total taxes to the tune of Rs. 
2, 283 crores have been raised, if we 
include the figure of railway taxes, 
the figure will go to the tune of 'Rs. 
3, 200 crores. This burden of taxation 
is going to affect the price 
line and we are concerned about it. I 
want to make a special mention on the 
failure of the Finance Minister bet- 
ween his intentions and his actions.. In 
terms of giving excise relief to the 
film production houses, he has given 
them a relief from the excise duty and 
the argument he has taken is that it 
will curb the video piracy. I am not 
opposed to the relief being given to 
the creative people like film-makers. 
But this objective of the Finance Min- 
istry to prevent the video piracy has 
been defeated by an excise levy on the 
video cassettes and on the audio cas- 
settes. The Finance Ministry officials 
should understand who are the video 
pirates. Videa pirates are the people 
in the illegal business. They pay no 
taxes and whereas this excise levy is 
going to hit the genuine people who 
are the genuine video production hous- 
es. So, this action of the Government 
by putting excise levy    on video and 

audio cassettes is going to encourage 
the video piracy and not going to curb 
it. It is high time they revised it. 

Then, we have been listening and 
the Government has been talking 
about the right to work. Where is the 
money they have provided in the 
Budget for making the right to work. 
The Government has been talking of 
the simplification of tax laws. I want 
to give a specific example. Taxation 
on cigarettes. Every time there is a 
Budget and there is a new measure- 
ment of cigarettes. How many centime- 
tres, inches or feet I do not under- 
stand. But it is evident that the maxi- 
mum number of tax disputes are pend- 
ing in a number of courts in the mat- 
ter of cigarettes. A lot of money is not 
being paid by the cigarette companies 
to the Government in matters of ex- 
cise. Why can't we simplify the tax 
laws? Instead of having the excise 
duty in terms of length, why 
should we not consider excise ad valo- 
ram? I believe that a Committee of 
Parliament went into the question and 
there was a recommendation of that 
Parliamentary Committee to this effect. 
Is it not time that the Minister looked 
into the recommendations of the Com- 
mittee and tried to simplify the tax 
laws? 

I also wish to make a point here 
for consumers. Now, we know that in 
our country there is an Agricultural 
Prices Commission. But is there an 
Industrial product Prices Commission? 
There is none. Consumers suffer and 
who are the beneficiaries? The big in- 
dustrialists. Do you know that a piece 
of soap which costs one rupee is sold 
for five rupees? Do we know that a 
kilo of sugar the cost of production 
of which is four rupees is sold in the 
market for nine rupees? The 
cost of production of a tooth brush 
is one rupee and why it is sold for 
four rupees? It would be in the 
interests of consumers and ordinary 
citizens that we set up an Industrial 
Product Prices Commission which; goes 
into the pricing of all the consumer 
items and protect the interes: s of 
consumers. 
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Madam Vice-Chairman, I also wish 
to take this opportunity to touch in 
brief upon the philosophical aspects of 
economy. We have heard of capitalistic 
economy, communistic economy and 
mixed economy. And our Finance Min- 
ister is a socialist, s Gandhian socialist. 
Gandhian socialism is also the policy 
and creed of our party. But in addition, 
we also believe in the philosophy of 
integral humanism as was propounded 
by late Pt. Deendayal Upadhyay. It 
is a humanistic economy. In the brief 
time here, it is not possible for me to 
explain all its aspects. But it speaks 
of production by masses in place of 
mass producton. After all, we  have to 
be guided by humanistic considera- 
tions. What is India? India is not just a 
piece of land which constitutes the 
territory of this nation. India is a coun- 
try of 800 million people. If we analyse 
the characteristics of these 800 million 
people, 600 million of them are very 
poor and they have lack of basic 
minimum needs that any human being 
requires, the problem of act, kupda 
aur makan. And I would like to know 
what is being done for these people. 
Another 200 million people are the ones 
who are participating in the economy 
actually. Most of the Budget addresses 
to the concerns of these 200 million 
people. They are the middle class and 
the lower middle class people. They 
are participating in the economy of 
this nation. But out of this, there is 
a small percentage of people for whom 
everything is available. The Budget 
does not touch them.. You increase 
airline fares by 200 per cent they will 
still be able to afford it. You increase 
rats of five-star hotels ten tiroes, they 
will still be able to aford it. So, we 
are living in a country where there 
are two or three countries existing 
economically within one country. There 
is a Switzerland living in India; there 
is an America existing within India, 
but the philosophy which I referred to, 
is that integral humanism refers to the 
humanistic approach to the economy. 
I recommend here ana I make a de- 
mand here that—this is the time when 
we are a party supporting this Gov- 
ernment' and we deserve this consider- 

ation by the ruling party-. they should 
set up a working group, a study group 
in the Ministry of Finance to study 
the implications and the philosophy 
of integral humanism. I am seeing that 
the hon. Finance Minister is not pre- 
sent right now, but I have read a book 
in which he has written the preface 
and himself has written the similari- 
ties between the economic policies as 
propounded by Mahatma Gandhi, Dr. 
Ram Manohar Lohia and Pandit Deen 
Dayal Upadhyay. We would like to 
see that some of these great Indians 
and some of the ideas of their think- 
ing are reflected in the functioning 
and the financial management of our 
great country. I want to ask a question. 
We have been listening to the slogans 
of fight against poverty, but afterr all, 
43 years have passed and there ace a 
number of villages which do not have 
even the basic minimum need of drink- 
ing water. Are We in a  position to de- 
cide collectively--the Government and 
the House-and to say: "O. K. we will 
set the target"? I am not bothered if 
we can say that we have verk good 
airports; I am not bothered if we can 
say that we have very good army and 
we can send missiles, i would not be 
pleased even to hear that we have the 
capability to send a man to the Moon 
or to the Mars. I will be happy if I 
am told that by that year or by that 
date, every citizen of this country will 
be able to have potable water, drink- 
ing water. For whom, after all we are 
trying to achieve fast technological 
progress of the country? We should not 
forget that we are not talking of the 
progress of a few only, but of the 
people who have been left behind. Let 
us determine, let the House determine 
what are the minimum things that 
they also need. 

I also want to make one or two very 
small points before I conclude. I say 
that there should be a complete depar- 
ture from some of the bad practices 
of the past Government. The past Go- 
vernment and, is on record every- 
where-was interfering with some of the 
thing's of the business psople. Now, I 
would  like to say that it is not the 
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business   of the Government to take 
sides  in  business, and  it is  not  the 
business of the Government    to take 
sides  in  the  corporate  war  and  this 
should  be stopped     for all times to 
come. This Government must a'lso stop 
thea use  of the enforcement agencies 
for political purposes. The nexus bet- 
ween politicians    and    big business, 
which has been prevalent and which 
has been a regular practice of the past 
Government  must  come  to     an  end 
immediately. Freedom is the essence 
and ours is a democratic polity, and 
when we  have a democratic    polity, 
there will be partisanship practised by 
the people who are in    business. Let 
the people in business not be the vic- 
tomg   of the political   changes   in      the 
country. This would improve our poli- 
tical  functioning, would help us in 
building  up   our  business  institutions 
and would make our democratic insti- 
tution mature. 

I would also like to say that the 
fight against poverty is not done at the 
Central level alone. The State Govern- 
ments also are engaged in that fight 
and they need resources for that. My 
colleagues have pointed out the dis- 
parities and the resource crunch that 
the States are facing. I have been re- 
cently elected and sent here by the 
State of Madhya Pradesh. A new 
Government has come there recently 
and it is working very hard. But one 
of its important problems is that of 
the resource crunch. Now, there are 
certain inequalities in respect of what 
the Central Government is doing to 
the States. I can cite only one example 
and it is only an illustration and not 
an exhaustive list of the cases of un- 
equal treatment that the Centre is 
meeting out to the States. 

The amount of royalty to be paid to 
the State of Madhya Pradesh for iron 
ore and coal to not the same as the 
royalty that the Centra is paying to 
the- States of West Bengal and Bihar. 
Now, if this single thing is corrected, 
"then the Government of Madhya Pra- 
desh would be able to get a minimum 

of Rs. 300 crores of revenue which 
they can spend -Cor the benefit of the 
rural poor... (Time bell r ings) . . .  I 
am being asked to stop and, before I 
stop, I just want to make one state- 
ment here. 

The task of building the nation is 
the task of every one of us. Business 
people and entrepreneurs or industria- 
lists should not be treated as adver- 
saries of the people of this country. 
After all, it is these people who have 
made it possible for this country to 
be counted as one of the top ten indus- 
trialised countries in the world. These 
people also should be heard and lis- 
tened to while formulating policies 
which directly affect them. Thank you. 

THE VICE-CHAIRMAN (SHRIMATI 
JAYANTHI NATARAJAN); Now, Mr. 
Vikal. Mr. Vikal, you have got five 
minutes only. The Congress(I) Party 
has very little time because it has 15 
speakers more to   speak. 
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THE VICE-CHAIRMAN, (SHRlMATl 
JAYANTHI NATARAJAN). Kindly 
conclude. 

minutes already. Please conclude now. 
Otherwise other people will not get a 
chance. 

 

 

THE- VICE-CHAIRMAN (SHRlMATl 
JAYANTHI NATARAJAN) • Kindly 
conclude. 

 

THE VICE-CHAIRMAN (SHRlMATl 
JAYANTHI NATARAJAN); There is 
so time now. You have taken    ten 

 
SHRI GURUDAS DAS GUPTA 

(West Bengal); Madam, this is a Gov- 
ernment that has come to power, pro- 
mising a change. Therefore, a change 
was expected of this Government and 
the change should have been reflected 
in the Budget. But since the Budget 
was prepared in a hurry, within a 
very short space of time, it is quite 
likely that change is not the. re in the 
direction the people exnected. But it 
must be noted that there has Leen no 
increase in the pre-administered prices 
as was the general feature previously. 
All that was done was to Rive Budget 
a presentable look. The Government 
says that it will bring about a change 
in the perspective and the outlook of 
the Plan. If it is done, it is quite good. 
Its emphasis On agriculture and em- 
ployment generation and lessening of 
dependence On foreign loans is also 
quite interesting. Its decision to bring 
about decentralisation in planning can- 
not but be a matter of welcome for us. 
Some people say that it is a good 
Budget in a bad time. Actually what 
is being referred to is the legacy of the 
past, the accumulated problems of 
the previous regime. But for the Gov- 
ernment to bring about a change, the 
Government needs to move more 
rapidly, because it is only in that way 
it can meet the aspirations of the 
people. Madam, coming to the Budget, 
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it appears to me that it is not an. un- 
conventional midget. Nor does the 
Budget gives a new direction. This is 
not a Janata Budget, nor is this a 
budget for the big industrial houses 
because there is no promise that no 
imposition of taxes would be made 
during a long period as was done by 
the previous Government. Therefore, 
according to my estimate this is a bud- 
get which I call a middle-of-the-road 
exercise with retrograde features. The 
taxing of oil, that is petrol and diesel, 
in the background of increase in rail- 
way fare and freight is going to affect 
seriously the cost and price relation- 
ship and that is bound to affect ad- 
versely the already existing inflation- 
ary situation in the country. 

In this background, the claim of the 
Finance Minister to hold the budgetary- 
gap around 7000 crores of rupees ap- 
pears to me to be a tall claim. The 
growing inflationary situation is bound 
to affect the programmes cf austerity 
that the Government has claimed to 
have undertaken. Madam, the Govern- 
ment, according to me, is not aware 
to the extent it should have been of 
the serious internal and external in- 
debtedness. At the same time, I be- 
lieve that the impact of the debt Ser- 
vicing on the economy has also been 
severely underestimated. If the balance 
of payment situation can improve, 
that will be of marginal help to the 
economy. 

Madam, the colossal accumulation 
of black money and the parallel eco- 
nomy that it runs saems to he absolu- 
tely unaffected by the provision's of 
the Budget. It may kindly be remem- 
bered while replying to a question 
Prof. Dandavate had suggested that he 
was having something up his sleeves. 
But it appears that the provisions of 
the Budget are not going to touch 
even the fringe of the black money 
and the parallel economy. The taxa- 
tion policy has been cast in such a 
way that it gives to the States the 
minimum The increase in the allot- 
ment of agriculture, 1 do not believe 
will trickle down automatically to the 

impoverished poor because the power 
structure in the rural areas remains 
largely unaffected. Land reform has 
not been carried out nor is there a 
promise to carry out land reform. 
Mere computation of agricultural 
price taking into consideration the 
minimum wage to be paid to the 
agricultural workers does not automa- 
tically mean that the minimum wage 
will be paid to the agricultural wor- 
kers. There is no firm commitment 
from the Government till now that 
there are going to be legislative 
measures for protecting the rights 
of the agricultural workers. 

Madam, the ratio between direct 
and indirect taxes is just 1: 5.. This is 
the dangerous feature that the Bud- 
get is having at the moment. There is, 
at this moment of time, a quarrel go- 
ing between the. so-called lobby of the 
agriculturists and the lobby of the in- 
dustry. I do not know to which lobby 
the maker of the Budget belongs. 
(Time bell rings). But it is quite true 
and certain that the problem of in- 
dustry, the modernisation of the Indian 
industry, the expansion of the public 
sector, the updating of the technology 
should have been taken into considera- 
tion by those who have framed the 
Budget. In order to increase the ex- 
ports, the Indian goods must 
improve their quality and 
4. 00 P. M. the cost has to come down. 
That is also connected with 
the problem of improvement 
of the balance of payments position. 
Therefore, this Budget at least as it 
appears to me, is not that attentive 
towards the problem of industry, parti- 
cular y the public sector with reference 
to modernisation and expansion. A 
time has come when the Government 
must think of finding alternative ave- 
nueq for raising of revenues. The con- 
ventional method of raising of reve- 
nues cannot meet the social and na- 
tural needs. In this respect, may I 
suggest, Madam, that the Govern- 
ment should seriously consider taking 
steps for mopping up of black money 
in the country? Secondly, why is the 
rich in the, agricultural sector should 
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be left out of any form of taxation? 
Thirdly, the Government should seri- 
ously consider the question of re- 
investment of profit uP to a particular 
percentage in that industry and in 
that particular area. 

Madam, while coming to the con- 
clusion, let me state as to what was 
the effect of the Budget on the popu- 
lation of India. The very next day or 
on the same day of the presentation 
of the Budget, there was feverish acti- 
vity in the share market, that is, the 
corporate sector and the industrialists 
had expected a much tighter Budget 
and a greater degree of stringent 
measures. The Government had not 
done that. On the other hand, there 
has been disappointment to a greater 
degree among the organised masses of 
the country. If we take these two 
features into consideration, then there 
is reason not for complacency, but 
there is reason for concern because 
the people who wanted a change 
brought this Government into exis- 
tence It may be that the change could 
not have been initiated because 
the time at their disposal was 
too short. But it also has to 
be     taken       into consideration 
that the patience of the people 
cannot be taxed too much. Therefore, 
in the coming days, the Government 
will have to go in for more drastic 
changes, more radical changes. Of 
course. I know that this is a Govern- 
ment which stands on the support of 
Left forces as well as a group of 
people who belong to the other side. 
We do not expect this Government to 
carry out our Leftist programmes. 
But at the same time we do not want 
this Goyernment to take steps which 
are not consistent with the national 
needs. Therefore.,. 

PROF. CHANDRESH P. THAKUR 
(Bihar): Which is the other side? 

SHRI GURUDAS DAS GUPTA: The 
other side is well-known. 

PROF. CHANDRESH P. THAKUR: 
Identify. 

SHRI GURUDAS DAS GUPTA: It is 
the fundamentalism. (Interruptions. ) 
It is the BJP and the category of 
Hindu fundamentalism. But at the 
same time it should not also be for- 
gotten that Hindu fundamentalism also 
finds its place in the party that was 
swept out of power. That is also 
a matter of truth and reality. And 
it has to be taken in consideration that 
the last Prime Minister had starred 
his election campaign from Ayodhya, 
and it was the last Home Minister who 
had made a compromise with the 
Visbwa Hindu Parishad and it was 
the last Government which had given 
an opportunity to Muslim fundament- 
alism to consolidate. Therefore, there 
can be no question of satisfaction to 
say which side is the fundamentalism, 
which side the fundamentalism resi- 
des. Within the Congress also tbere is 
•fundamentalism- 

THE VICE-CHAIRMAN (SHRIMATI 
JAYANTHI NATARAJAN): Please 
conclude now. 

SHRI GURUDAS DAS GUPTA: 
Therefore, while coming to the conclu- 
sion, I urge upon the Government to 
kindly remember the mood of the 
masses, the mood of the people, the 
mood of the Indians who believe that 
•more than 40 years of India's freedom 
has not meant many things to the 
people who work and toil. If this 
Government is a Government of social 
justice, it has to be translated into 
action. Not by promise. There is a 
gap between the promise and the per- 
formance. There has been a breach 
of promise by the previous Govern- 
ment. Therefore, it is for the present 
Government to see that the promise 
gets translated into performance. 
Thank  you. 

SHRI SANTOSH BAGRODIA 
(Rajasthan): Madam Vice-Chairman, 
when I was listening to the Budget 
speech of our hon. Finance Minister, 
I thouth that true to his name, he 
would put some 'madhu' in the Budget. 
But T am very sorry to say that there 
is only 'dand' and 'dand. No cheers. 
Only tears, tears and tears. 
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I would like to refer, in brief to 
what they had promised and what 
they have achieved. They promised 
50 per cent for the rural sector. They 
; have allocated 49 per cent This is 
also only because of juggling around 
with the definition of 'rural sector 
expenditure'. This has gone up, even 
with the juggling around, only by 5 
per cent. The waiver of farmers' 
loans. Everybody has spoken atoout 
it. Only Rs. 1, 000 crores have been 
provided for. This shows that they 
are only trying to fool the people. 
Dapendance On indirect taxes to be 
reduced. This promise has also been 
broken. It has been stood on its head. 
Indirect taxes continue to be the major 
source of Government revenue con- 
tributing more than Rs. 46, 000 crores 
in 1990-91. Dependence on foreign 
borrowings to be reduced. On the 
contrary, foreign borrowing continue 
to rise. Inflation will be strictly 
checked I wish it is so. But what do 
we see? 

The taxi and the scooter fares have 
been doubled in Delhi itself. With 
the increase in the price of 
petrol and diesel coupled with 
the increase in the railway passenger 
and freight rates as well the postal 
rates, I do not know how inflation is 
going to be checked. 

Deficit financing will be checked. 
The Finance Minister say is that 
he has reduced the deficit to Rs. 
7, 200 odd crores. But this he has done 
by drawing Rs. 1400 crores from the 
Oil Pool Account. He has provided 
only Rs. 100 crores towards dearness 
allowance whereas it -was Rs. 900 
crores last year. This is nothing but 
juggling around with figures. The 
public sector will be strengthened. I 
do not see any scope for strengthening 
of the public sector when budgetary 
allocations have been cut and they 
have been asked to depend even more 
on the market resources 

Non-Plan expenditure will be slash- 
ed. In fact, the reverse is taking place. 
Non-Han expenditure is slated to rise 
by 18 per cent in 1990-91 as against 13 
per cent last year. Well, this is what 

they have promised before the eltc- 
tions and this is what they have achiev- 
ed after the elections. 

The basic objective of the economic 
policy is to ensure the economic up- 
liftment of the country. The Budget 
should be a means to achieve this and 
not merely a means to collect re- 
venue for Government expenditure. 
In the long run, citizens should, be 
benefited only by right policies and 
not by populist policies. I would re- 
quest the hon. Finance Minister lo 
introduce a 'low-cost-high quality 
economy', rather than a high-cost-low- 
quality economy'. Mr. Finance Minis- 
ter, you have not formulated any 
precise economic priorities because 
the Government is vague and because 
you are scared as to what you would 
say if you fail to achieve the results. 

The last Government was absolute- 
ly strict about the economic strategy. 
Sir, you being a socialist, we thought 
that you would put luxury consump- 
tion on the chopping block. What 
have you done? The total amount 
that you are going to get from the tax 
on the luxury goods that you have so 
meticulously spelt out is a sum of Rs. 
20 crores. The demand for consumer 
durables is decreasing every day. 
Here, I would like to refer to what 
Charles De Gaulle said when he be- 
came the first President of France. 
He said 'For the purpose of planning, 
let me keep the economic the oreti- 
cians out; they will only talk about 
theories and not the reality. 

As a ]ayrnan with business back- 
ground I do not find anything wrong 
in borrowings, provided the money is 
used for either long-term or short-term 
productive purposes and not used for 
direct consumption of any kind. Such 
kind of unproductive debts are defi- 
nitely going to destroy the health of 
the economy of any country. During 
the last five year, whatever borrow- 
ings and the deficit was there but it 
was used for productive purposes with 
which is going to be helpful to the 
country for years and years to come. 
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Agricultural production during the 
last five years was on top, industrial 
production has been well established 
and the country had the highest credit 
worthiness. During the same period 
of five years least mandays were lost 

While talking to the newsmen your 
Finance Secretary has stated that there 
will be no further levies after half 
yearly review even if the projected 
deficit exceeded. I wish it is proved 
true, but this creates a kind of suspi- 
cion in the mind of an ordinary man 
that deficit is going to Increase beyond 
the targeted figures. He has also 
mentioned that allocation for payment 
of DA had been deliberately kept low 
to effect economy in administration. 
This only makes us feel that actually 
this payment will be much more and 
in the   process  increase  the  deficit. 

I do not believe money can solve all 
problems, but there are very few pro- 
blems which money cannot solve. It 
is the question of finding resources. 
We need money to solve the problem 
of education, of building roads, for 
agricultural productivity, etc., but how 
do you get resources for all these? 
Without creating wealth one cannot. 
solve any social problem. It is; there- 
fore, suggested that you not only need 
reward those who create wealth but 
also create a better climate for crea- 
tion of more wealth. 

One of the greatest and most im- 
portant problems the world is facing 
today is about the black money and 
black economy to which my predeces- 
sor has also made a mention. Our 
hon. Finance Minister has also men- 
tioned that there are Rs. 40 thousand 
crorss of black money in the country, 
another Rs. 100, 000 crore in Swiss 
Banks. I am not going into the de- 
tails of these figures because whatever 
black money is there it is there and 
nobody knows about these figures ex- 
actly, but have we been planning any- 
thing how we are going to  get  this 

black money out? Is there any way 
by which we can reduce the generation 
of black money any further? Let us 
go into the detaisl of one simple thing. 
Our hon. Finance Minister has also 
mentioned about marriages. Again 
there is no madhu in it, only dand is 
there. The young couple will be 
checked and asked, have you receiv- 
ed a lakh of rupees? If you have 
received more than that, please pay 
tax. Who is going to verify? These 
are all impracticable laws. You are 
going to destroy the solemn occasion 
of the marriages. Are you going to 
put an inspector in every marriage 
taking place in the country? One of 
your own officers in Madras has said 
that this is a very very embarrassing 
statement. While I welcome strict 
enforcement of the economy laws. Gift 
Tax Act is not going to help because 
a doner can now donate in kind and 
not in cash. On the other hand, it 
might create more black money. The 
second point is, your Finance Secretary 
has also stated about strengthening 
the economic intelligence bureau, 
which is nothing but increasing more 
harassment to the innocent tax payers. 
You might increase tax raids and 
seizures. If you go into details you 
will find that in the last four years 
you have realised only Rs. 480 crores. 
making average of Rs. 120 crores per 
year against the total budget of about 
Rs. 92, 000 crores. This is less than 
. 01 per cent. (Time  bell rings. ) I 
am just trying to make points only. 

Is it right to harass innumerable 
innocent citizens and ordinary citizens 
of the country just to catch a few tax 
evaders? I would request you to 
please refer to Unstarred Question 
No. 1146 and 1147 replied by you on 
22nd March in this House. I also 
request you to please refer to a news 
item that there was a FFRA raid on 
a jute baron. It was said that Rs. 25 
crores were lying in Swiss Bank ac- 
counts. I wish you could get a single 
copper out of these Rs. 35 crores, Mr. 
Finance Minister, because I will be the 
happiest person if you can get it. 
But please do  not advertise only on 
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the basis of some information and 
finally forget about the case. We will 
never know what happened to the case 
Anally. This is what is happening in 
seizures. People who are trying to 
raid the places, their pockets are full, 
they get their share of the loot with- 
out any problem. 

At this point, 1 refer to the joint 
minute of dissent given by the present 
hon. Ministers. Shri P. Upendra and 
Shri K. P. Unnikrishnan and the hon. 
M. Ps., Shri Advani and Shri Jaipal 
Reddy. to the Joint Parliamentary 
Committee on the Lokpal Bill in 1985. 
I quote: 

"We agree with the view that 
Lokpal's jurisdiction should not De 
restricted to examine only those 
complaints which involve alleged cor- 
ruption but should also cover come 
laints about abuse of power, gross 
misconduct, maladministration caus- 
ing harassment to  citizens". 

The same situation arises in this 
matter also. It has been noticed that 
the raiding parties plant letters and 
documents just to terrorise innocent 
citizens and when a complaint is made 
to the senior officers, they avoid taking 
any steps on the pretext that it will 
demoralise the staff. Mr. Finance 
Minister, do you have the right to 
harass ordinary citizens just to avoid 
demoralisation of the staff? I am not 
going into details. Madam. I am just 
covering the pages quickly. I will 
just take two minutes more. 

Coming to exports, I had explained 
personally to you, Mr. Finance Minis- 
ter, recently, but probably you have 
done this without knowing it. You 
have no right to tax from 1974. You 
have given a clarification by which 
exports will stop and if the exporters 
will have to pay tax on the different 
benefits like CCS, then it will be im- 
possible to continue with the exports. 
Instead of giving any benefits, you are 
only trying to reduce their benefits. 

On sports, you have allocated less 
than what was allocated last year. 
Last year, it was Rs. 68. 67 crores. 
this year, it is just Rs. 68. 67 crores. 

I would also like to mention that 
you have withdrawn the development 
rebate to the tea industry. Tea is 
already high priced. Tea is an indus- 
try which is considered to be agro- 
based. In spite of that, if you want to 
destory the tea industry, then please 
continue to withdraw this development 
rebate on the expansion of tea indus- 
try. 

Similarly, on jute, you have given 
some benefit which is not going to 
help. You have to find a way where- 
by jute goods are at par with the 
HDP. If you increase the rate, the 
jute industry will not bother. You 
have to find out a way whereby the 
cost of production in jute goes down. 

I am on my last page now, Madam. 
I just want to ask a few question from; 
the Finance Minister. What are your 
exact plans and steps to be taken-(a) 
for increase in exports, both in value 
and quantity; (b) for development 
without increase in money supply; (c) 
for development, without upgrading 
technology; and (d) how are you going 
to strike a balance between the ideo- 
logy of your CPI(M) friends on public 
sectior and your BJP friends on pri- 
vate sector, or you are going to confuse 
the whole issue? 

Plywood industry, is in the back- 
ward areas. There at least, if you 
can make the excise duty on specific 
basis and make it irrespective of 
quality, size and price instead of ad 
valorem, it  will help    the     industry. 

Madam, I am really grateful to you 
that in spite of my taking a little 
longer, you have allowed me. I humb- 
ly request you, Mr. Finance Minister, 
to please find out ways so that people 
can live more peacefully and inflation 
does not really go up. Thank you. 

SHRI G. SWAMINATHAN: Madam 
Vice-Chairman, within the short dura- 
tion of time available to me, 1 will try 
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to take up a few points without any 
elaboration. 

THE VICE-CHAIRMAN (SHRIMATI 
JAYANTHI NATARAJAN): You have 
ten minutes. 

SHRI G. SWAMINATHAN: Thank 
you. It has been said by the various 
Members who spoke before me that 
the Finance Minister has been work- 
ing under certain constraints and 
whatever constraints he has been 
working under were a legacy of the 
previous Government. They also 
elaborated what are all the constraints 
under which the Finance Minister had 
to work for the formulation of this 
budget. They enumerated them as 
deficit financing, balance of payments, 
■excess of expenditure, black money, 
growth of subsidies, price rise, infla- 
tion, leakage of public expenditure, 
resource expense gap and unemploy- 
ment. Madam, politically I am sup- 
porting the previous Government and 
the previous ruling party but, still, 
taking the stand as I do on economic 
issues. I would like to say that these 
are all constraints which have not 
been created by the new Government. 
Within three months they have not got 
into all these problems. These are all 
problems which have grown with the 
Indian economy over a period of near- 
ly 42 years. In between, for about 
two years the Janata Government was 
there, but the broad policies which had 
brought about the confusion in the 
economy of the country had been due 
to the policy that had been followed 
over a neriod of years—which nobody 
can dispute—and the constraints can- 
not bo removed within a period of 
three months. 

But, I cannot agree with my friend, 
Mr. Das Gupta, who has said that most 
probably the Finance Minister did not 
have the time. The Finance Minister 
took his own time, about one to one- 
and-a-half months. Most prabably it 
was not sufficient, yet he took his own 
time to formulate this budget. 

I am also one who expected much 
from this budget but I am also very 

much disillusioned and disappointed. 
I can really say that these constraints 
have been a legacy of the previous 
Government and the previous policies 
followed too and, consequent to that, 
the per capita income of India has not 
risen over a period of years. Here I 
can also quote from the World Bank 
report. It has been very clearly stated 
that over the period between 1965-1985, 
when we take the per capita income of 
our country in 1985, it is 270 US 
dollars while Japan's is 11. 300 US 
dollars. Nearly the per capita of in- 
come of 42 Indians is equal to one 
Japanese per capita income. As we all 
know, the economy of Japan also, after 
the Second World War, started like 
ours, but it has grown. Compared to 
the various other countries, between 
1971-1985, I roughly calculated the per 
capita income of our country. The 
figures may not be exact, but may con- 
vey the point I would like to say that 
between 1971 and 1987, over a period 
of eight years the per, capita income 
of our country has grown only to the 
tune of Rs. 800.. Somewhere from Rs. 
2, 000 our per capita income has gone 
up to somewhere near Rs. 2800 or Rs. 
2, 900. And if you take today's prices, 
may be it goes to Rs. 3, 800 or Rs. 4, 000. 
If you take the average per year, it 
may be above Rs. 300. That is the only 
growth of our per capita income. 

According to the World Bank report, 
our growth rate is only 1. 7 per cent 
over the period of 1965-1985. In a 
period of about 21 years, that has been 
our growth rate.. It was argued in the 
other House—I was also able to see it 
in the papers—that whatever may be 
the rate of inflation, it has not been 
much when compared to other coun- 
tries and our rate of growth also, when 
compared to some other countries, 
has also, been good. Some- 
body was saying that it was 5. 5 per 
cent or 6. 5 per cent and so on, though 
the World Bank report says otherwise. 
But what I would say is that the 
growth rate of the Japanese per capita, 
'may be it is 4 per cent on Rs. 
1. 5 lakhs   may be something different. 
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comparing the per capita of ours of 
about Rs. 3, 000, at growth rate of even 
6 per cent. It will not equal to their 
actual growth. So, ultimately, unless 
we grow faster, we will not be able to 
solve our problems for a number of 
years. I do not knew how the Finance 
Minister is going to do it. 

it has been said by my friends that 
the Finance Minister has been  a socia- 
list and they were expecting a socialist 
budget. Somebody said private sector, 
public sector, etc., I would only like 
to mention a quote of Deng from 
China. He said, "I am hot worried whe- 
ther it is public sector Or private sec- 
tor. Whether it is a black cat or a 
white cat, I only want the cat to catch 
the mice. " Ultimately whether it is the 
private sector or the public sector, we 
are not very much concerned about it. 
But) what we are very much concerned 
nowadays is, whatever kind of econo- 
my you formulate, whether it will give 
much better growth and better ameni- 
ties. 

Sir, coming to the public sector, I 
would Wish to say, I do not want a 
public sector plane to fall down and 
80 persons to die. I would like to pre- 
fer a private sector plane by which I 
car go sate. That is what I think. Per- 
haps, my friend, Mr. Dipen Ghosh may 
have a different opinion on this matter. 
Perhaps 85 or 90 persons died  in the 
public sector plane recently. I do not 
know the susceptibility of our hon. 
Finance Minister. But what I want to 
really say is that I want a safe plane. 
1 am not interested whether it is a 
public sector plane or a private sector 
plane. 

The other day. you might have read 
in the newspapers, a lady came from 
Los Angeles. She was a pregnant lady, 
and she had two children with her. She 
came all the way from Los Angeles 
and landed in Bangalore in the morn- 
ing. She wanted to go by another flight. 
But she was not accommodated in any 
flight. Late in the night she Was argu- 
ing with the person, i concerned, "I am 

finding it very difficult. You at least put 
me in the night flight. " She was pro- 
mised. But by about 9 o'clock or 10 
o'clock—I did not get the cutting nor 
do I have the time— she was told, ''I 
cannot give you accommodation in the 
night flight. You go in the morning. " 
This lady from Los Angeles got so ir- 
ritated that she slapped the person te 
charge of the airport. This is the func- 
tioning of the public sector. I do not 
know why you are talking about 
public sector. (Interruptions). That 
lady who had the difficutly, 
was hot concerned about the public 
sector of private sector. 

You want a phone. Do you want a 
private sector working telephone or 
you want a public telephone which is 
not working? That is what I do not un- 
derstand. In Delhi we are given a tele- 
phone, and  we are given a number. 
We are able to make funk calls. You 
come to. Madras, the place where I 
stay. Your phone doe3 not work. And 
the people do not register your trunk 
calls. For STD they are charging phe- 
nomenally nowadays. Even for my 
own Delhi and constituency phones I 
got a bill for Rs. 47, 000. I made com- 
plaints, but nobody heard about it, 
I had to pay the amount. That is the 
kind of situation. So, the STD system 
being such. You would like to book 
trunk calls. But nobody registers it, 
like a policeman who never wants to 
register a case because once he registers 
the case he has to follow the case. So, 
also, nowadays what is happening in the 
public sector telephone is that nobody 
wants to register  a trunk call because 
once you register it, you have to follow 
it up. You cannot get 180, or 181. 
After booking a call, after two, three 
hours if you want to cancel that call, 
you cannot cancel it also. Due to sheer 
inability to can cel your call, you have 
to continue with it. This is the kind it 
situation we are in, and we are talking 
about the public sector. 

I do not know what kind of socialism 
you are talking about? Nowadays 
people are afraid of talking against 
socialism. But now a lot of changes 
have come in many countries all over 
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the world. About the same socialist 
policies, the same public sector we are 
following, you take many countnes the 
world over. What is happening? I do 
not know what is socialism because 
socialism has got a different meaning 
in different countries. Russia has got 
its own socialism. China has got its 
"own socialism. East Germany has got 
its own socialism. So, every country 
has got its own socialism. I do not 
know what Kind of socialism we are 
talking about. But if this socialism does 
not deliver the goods or, whatever it 
is to the people, I want, you to recon- 
sider all about socialism, pragmatism, 
private sector an, } public sector, please 
think about the matter, how yon can 
improve the economy without dogmas. 

With, three more points, and I will 
conclude. 

Regarding employment, you say that 
you want to create employment I do 
not know how the Government can 
create jobs and employment; The Gov- 
ernment cannot create employment. 
Again industries have to create em- 
ployment. You have to give incentives 
to them and also in agriculture for 
the same. Unless you have free move- 
ment and the minimum support prices 
are more, it will not be possible to 
create jobs in Industry and agricul- 
ture. 

Coming to SSI, one point which has 
been mentioned by my colleague, hon. 
Member Shri Salve I wish to stress. 
We are very happy that you have re- 
vived 15 per cent subsidy for the 
small-scale industris, and factoring 
services you are going to give are a 
very important matter for revival of 
small-scale industries because for want 
of 115 J, 80 HH benefit accruals, many 
lakhs have been lost by small-scale in- 
dustries. It was promised and it was 
taker, away because of 3C per cent ceil- 
ing of 115 J. You have rightly removed 
it. I want extension from 8 to 10 years 
should be for those industries also 
which are in the pipeline. There are 
industries which are in existence for 
three or four years. Secondly, if you 
say it will be extended only from next 
year Hie industries which  were started 

earlier will be reappointed So, 1 
would request you to  give  them also 
this benefit. 

Coming to tax on dotations and gift 
tax. for a geourse gift   the  limit o; It 
can be raised from Rs. 20, 000 to Rs. 
50, 000 or Rs. 40, 000. Here I will give 
you an instance about a person who 
told me about the gift tax. If you have 
a grand daughter, both the grandfather 
and the grandmother can donate a gift 
of Rs. 20, 000 each. This is a gift where 
both the People want to doneate. Be- 
cause they are grand parents they 
want to donate. In these cases, what 
may happen is if grand father gives, 
the grandmother cannot give because 
there will be again a tax of Rs. 4, 000/- 
on the donee. So, I would like you to 
see what can foe done in this matter. 

There are many things to say, yet I 
would like to say only one thing re- 
garding the debt trap which has been 
referred to by an hon. Member. It is a 
very serious matter. As Salva Ji said 
it is agitating the mind of the people. 
If you continue the same policy which 
had been followed over- a period of 
several years, most probably in another 
three or five years we will be like the 
Latin American countries. So, please 
adopt a different policy and have a 
different economic orientation. I  have 
been disappointed because the new 
Government and the new Minister 
have not taken a new direction. I hope 
at least from the next Budget, you 
may follow a different direction. It may 
then give us some hope that the 
Indian economy can be revived. 

THE VICE-CHAIRMAN (SHRI- 
MATI JAYANTHI NATARAJAN): 
Mr. V. B, Gupta. Kindly be brief. 

SHRI VISHWA BANDHU GUPTA 
(Delhi): I would like to make the 
shortest speech on the Budget. 

THE VICE-CHAIRMAN (SHRI- 
MATI JAYANTHI NATARAJAN): I 
am sorry Mr. Gupta. I will call Mr. 
Ghosh  and  then  call you. 

SHRI DIPEN GHOSH: I am sorry 
since morning everything is being 
messed up—the order and everything. 
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THE VICE-CHAIRMAN (SHRI- 
MATI JAYANTHI NATARAJAN): 
I am calling according to the order. 

SHRI DIPEN GHOSH: I am not 
blaming you, Madam I cannot, be- 
cause you are in the Chair. I hope 
you would not ring the bell because 
this will be my maiden speech while 
you are in the Chair 

I will not take much of your time 
because many speakers have already 
spoken. I would have been happy 
If Mr. Salve was present here. I do 
not know whether of late they have 
developed a method of reaching some 
persons through agents. So, I may 
have to reach Mr. Salve through an 
agent because other Members are 
there. 

Anyway, it is good that Mr. Salve 
has realised what disservice   his Gov- 
ernment has done to  the nation and 
the country's economy. When he was 
talking  about  the  Centre to  observe 
discipline in the econmdc field, as the 
States were called upon, in fact, by 
that he admitted the previous regime's 
misdeeds, because  ills   and  maladies 
that now afflict our economy stem from 
one point. I hope the hon. Finance 
Minister will share with me that over- 
centralisation of resources or sources 
of mobilising the     resources     at the 
hands of the Centre while asking the 
States to carry on the developmental 
work  imposing certain normative dip- 
cipline was the policy pursued by tne 
previous Government. That way it if 
good that Mi-. Salve, as Chairman of 
the  Ninth Finance  Commission    had 
suggested certain normative discipline 
with which he tried to examine    the 
present Budget and found the Central 
Government    on the wrong foot. But 
anyway  that     is     for    Prof. Madhu 
Dnndavate to reply. But. Madam, what 
I want to point out is that the previous 
Government  before  the   budget  used 
to declare increases in the administer- 
ed  prices  and  by that they had  not 
only reduced the budget exercises into 
a farce but they had  also developed 

a good mechanism or method to denv 
the States their shares. This time at 
least I would rather praise the present 
Government that they have not taken 
recourse to that deceptive method of 
denying the due shares to the States. 

Madam, last time also    during    the 
previous regime they had shifted non- 
governmental     organisations'     contri- 
butory provident fund to  the special 
deposit scheme to the tune of Rs. 700O 
crores. Though it was a small saving 
the previous. Government had denied 
the States their    shares  under small 
savings     scheme. So     from      this 
point of view, I look     at the budget 
from; the rightful share of the States. 
Then, this budget has  promised  ad- 
ditional transferable  resources to the 
tune  of Rs. 3. 300     crores     over and 
 above. I  must  give     thanks  to  the 
Finance  Minister  that  he  has  in his 
speech admitted the fact that the con- 
stitution  was     amended     empowering 
levy  of consignment     tax     on  goods 
where  such    consignment    tax takes 
place in the case of inter-State trade 
or commerce. He    had very    kindly 
promised that he would take steps so 
that  whatever     differences   are  there 
between some States or among some 
State Governments, that will be sorted 
out and    it    will    be done. If    this 
consignment tax for which the Consti- 
tution  amendment was made, if it is 
done, then, at least the States  would 
get their share. I know that Mr. S. B. 
Chavan when he was the Chief Minis- 
ter of Maharashtra, had taken a firm 
stand  in   the  National     Development 
Council  meeting   but     only the next 
year when he became the    Union Fi- 
nance Minister, he forgot the role he 
had played as the Chief Minister    of 
Maharashtra in the    NDC. But any- 
way I hope that our Finance Minister, 
as promised in his speech about con- 
signment tax, will take action in the 
matter. But what I want to point out 
is that through  the Finance Minister 
has   promised   additional  transferable 
resources to    the    tune    of Rs. 3600 
crores, by not taking recourse to the 
administered prices, etc.. not  denying 
the      rights      to      the      States, in 
effect what  is happening is that  act- 
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ually this hike on high speed diesel 
will bring extra burden to the tune of 
almost around Rs. 1000 crores because 
with the rise in the prices of high 
speed diesel the transport operations 
cost will rise and in most of the States, 
the State Governments run the State 
Transport Corporations. The State 
Transport Corporations which are run 
by the State Governments will face 
this impact or fall-out of the rise in 
prices of high speed diesel and if or 
that matter, the State Governments 
will have to increase the subsidies to 
be given to the State Transport Cor- 
porations. So it will increase the bur- 
den of the State Governments to the 
tune of Rs. 1, 000 crores. The interest 
burden will also be  increased. 

As regards farmers' debt relief—I 
am not talking about its justifica- 
tion—the Central Government has 
promised Rs- 1, 000 crores in so far as 
thg Nationalised Banks are concerned. 
But in so far as the small debt taken 
by the farmers from the Cooperative 
Banks is concerned, the amount comes 
to Rs. 1, 500 crores and from where the 
State Governments will get this money 
unless tha Central Government comes 
to their rescue? Although there is a 
transfer of additional resources to the 
tune of Rs. 3300 crores if we calcu- 
late the other side, the extra burden 
which will fall on the shoulders of 
the State Governments will simply 
wipe out whatever the additional 
transferable resources the Finance 
Minister has promised in this Budget. 
So, that is why, I would suggest to 
And out ways by which at least tha 
hike in high speed diesel is reduced 
or rather the proposed impost on the 
high speed diesel through custom duty 
which is not shareable, which is not 
divisible is reduced if not withdrawn 
completely. The Finance Minister 
should try to find out other methods 
to mobilise that amount of resources 
through other means. I can suggest 
one source. Although the Finance 
Minister has taken a new direction in 
certain aspect when the previous Go- 
ernment  had   devised  that  surcharge 

on income-tax for the corporate sec- 
tor, they had devised is only to deny 
the States their share because the 
amount received through surcharge 
did not go to the devisible pool. That 
surcharge on income-tax comes here 
which was meant to deny the state 
Governments their share and to con- 
centrate all the resources in the hands 
of the Central Government. So, I 
would like that the Finance Minister 
woul 'd see that the old concept of de- 
nying the State Governments their 
share should go and instead the addi- 
tional transferable resources to the 
States are genuinely increased not by 
giving the same in one way and taking 
away by another way. If the impost 
on high speed diesel has to be reduced 
or withdrawn—I know whatever ar- 
guments they have put forward—even 
the officers also said on the TV that 
it will help increase the deficit but in 
the case of corporate tax, though the 
Finance Minister has taken recourse 
to some ingenuity, still 50 per cent of 
corporate tax comes from the public 
sector undertakings in whatsoever way 
some of our Members may attack the 
public sector units. 

Actually, whether it is excise duty 
or customs duty or income-tax or 
corporate tax, the majority share 
comes from the public sector. Fifty 
per cent of corporate tax comes from 
the Public sector and this public sec- 
tor does not get the advantage of de- 
ductions. But the private sector gets 
the advantage of deductions. Though 
he has taken some recourse to reduce 
the deductions, still there is scope to 
withdraw some of the deductions al- 
lowed to the private sector in respect 
of corporate tax and. mobilise some 
resources thereby. And in that place, 
the proposed impost on high speed 
diesel can be withdrawn and that can 
be matched. And then the question of 
non-plan expenditure. I was confron- 
ting Mr. Salve although he avoided. 
Here there is one thing. This is a little 
ominous to me. Our Finance Minister 
would surely not mind if I use that 
word. In his speech, in Part I, at page 
16, in paragraph 76, about dearness 
allowance, he has said: 
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"Government are alive to the im- 

portant issue of checking prolife- 
ration of Government expenditure 
especially in non-prionty and non- 
developmental areas. I am reques- 
ting all the Ministries and Depart- 
ments to absorb the liabilities on 
account of additional instalments of 
D. A. which will be payable next 
year from within the budget pro- 
visions made for them by effecting 
economies and eliminating non- 
essential expenditure. I am, there- 
fore, including only a nominal pro- 
vision of Rs. 100 crores in the next 
year's budget as lump sum provi- 
sion for D. A. This is mainly to meet 
the possible requirements of small 
Departments with limited budgets 
who may not find it possible to ab- 
sorb D. A. increases to the full ex- 
tent. " 

In other words, the administrative 
departments are being asked to 
manage themselves in such a way that 
they can pay the D. A. which will 
accrue to the employees of these de- 
partments. Wasteful  expenditure... 
(Interruption). Madam, I would be 
happy if the Finance Ministry could 
identify the areas of wasteful expen- 
diture of those Ministries because 
otherwise. I am afraid, when the 
question of cutting down wasteful 
expenditure comes, when the question 
of cutting down non-Plan expendi- 
ture comes, there is only one whipping 
boy. And that whipping boy is the 
employees. Employees are entitled to 
their wage rights, their dearness al- 
lowance. They are genuine entitle- 
ments. Madam, m you will surely agree 

with me that employees are entitled 
to dearness allowance because of the 
price rise which is effected due to cer- 
tain other factors over which the 
employees have no control. First price 
rise takes place and then the em- 
ployees become entitled to dearness 
allowance. The employees are not 
responsible for the higher D. A. entitle- 
ment. It is because of Governmental 
policies and policy-induced price 
rises, cost of living index rises, etc. 
These make the employees entiled to 
dsarness allowance. I would rather 
expect the Finance Minister to take 
care that certain authorities do not 
get the escape route of not paying the 
dearness allowance to their employees, 
by this statement. 

Madam, I would like to conclude 
with these words. What a shambles 
our country was reduced to by the 
previous Government is proved by the 
fact that even a good-intentioned 
Finance Minister like Prof. Madhu 
Dandavate could not present a better 
Budget than what he has presented. 
But any way, I would expect the 
Minister to see that the burden of the 
State Governments is not increased, 
rather the additional transferable re- 
sources are genuinely increased for 
the States. I would also expect him to 
see that this hike in the prices of 
patrol and diesel is withdrawn. In- 
stead of increasing the petrol or the 
diesel prices, I would like him to see 
that certain deductions which are 
still allowed to the private sector in 
respect of corporate taxes are with- 
drawn so that the money can be 
mopped up from the private sector 
and  the  corporate sector. 




