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THE LEADER OF THE HOUSE
(SHRI M. S. GURUPADASWAMY):
With your permission, Madam, I want to
make a submission to the House. The
General Budget and the Appropriation
Bills have to be passed in time today.
We arc under time constraint....

SHRI SUBRAMANIAN SWAMY
(Uttar Pradesh). - What is that time cons-
traint?

SHRI M. S. GURUPADASWAMY:
Why are you so impatient? [ am telling
you. Madam, this has to be passed to-
day. The President is leaving tomorrow
in the early morning hours. "Therefore,
it has to be done earlier so that we may
send it to the President in time. My
suggestion is that the Speakers may co-
operate with us. They may not speak
because enough  discussion has taken
place. (Interruptions). I am not cutting
short the debate. That is not my inten-
tion at all. Because of the time constraint
I am making this suggestion. Let us end
the debate and let the reply be made by
my colleague Mr. Madhu Dandavate,
and pass the Appropriation Bill also.
With the consent of the House I think
this can be done.

SHRI VISHWA BANDHU GUPTA;
Some points have not been made. So, I
do not think it is acceptable.
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THE  VICE-CHAIRMAN  (SHRI
MATI  JAYANTHI ~ NATARAJAN):

There is a time constraint. He wants your
cooperation. I am calling the Finance Mi-
nister. (Interruptions). You have heard
the Leader of the House. He has made a
request to kindly cooperate. We have al-
ready exceeded the time.
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SHRI VISHWA BANDHU GUPTA;
You had called my name. I yielded on
your suggestion. Kindly permit me to
'speak. I will take not more than two
minutes.

AN HON. MEMBER: Only 30 sec-
onds.

THE VICE-CHAIRMAN (SHRI-
MATI JAYANTHI NATARAJAN):
I will request the hon. Member to co-
operate. The Congress party has already-
exceeded its time-limit. After Shri Vish-
wa Bandhu Gupta I will have to call the
hon. Minister. Yes, Mr. Vishwa Bandhu
Gupta.

SHRI VISHWA BANDHU GUPTA;
Madam, I am very pleased and I feel hon-
oured that the hon. Deputy Prime Min-
ister is also here because I am going to
make a plea on behalf of newspapers and
since he is a very special friend of the
newspapers, [ hope that the hon. Fin-
ance Minister will draw Some inspiration
from him and give some relief to the
newspapers and help them to print the
truth, the whole truth and nothing but
the truth.

Madam, the hon. Finance Minister
has only made a passing reference and a
cosmetic reduction in the price of news-
print. He has reduced it only by Rs.
100, T call it cosmetic because he should
have reduced it at least by Rs. 440
which he is charging now. In fact the
price of newsprint is very very high. I hope
the hon. Finance Minister would consider
it and withdraw the entire Rs. 440 which
his been added to the price of newsprint.

Madam, he has also not taken into
consideration any facilities for technical
improvement in the quality of news-
papers. Now the Deputy Prime Minister
is very keen that the newspapers should
have a better quality, better standard etc.
because he is a special friend. So I would
request the hon. Finance Minister to
kindly keep that also in mind and make
it possible for newspapers to take care of
that necessity.

This will help only Goenkas, Birlas and
Ambanis. I am talking about the big
press. But nothing has been done by the
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Finance Minister for the small and me-
dium newspapers. He should have taken
into consideration that he is going to give
relief to big newspapers and he should
have done something for the newspapers
which have a circulation of less than one
lakh, by offering them some advertise-
ment support... Madam, I have not taken
even thirty seconds... I will not take more
newspapers have to be taken care of by
the Finance Minister.

There are two other small points that
I would like to mention. One is about
adventure sports. Nothing has been done
for the youth with regard to adventure
sports. And the most important problem
of all, is that he has not taken into con-
sideration at all that 'sufficient funds should
be provided for the family planning pro-
gramme. This should have received the
highest priority in the new Government's
budget. I hope that particular point would
be taken care of by the Finance Minis-
ter.

[The Vice-chairman (Dr. Vijaya Mo-
ban Reddy) in the Chair]

Sir, we are living in Delhi. But Delhi
does not have even a good transit system.
At least the problems of Delhi, which is
a model city, must be kept in mind by
the Finance Minister. He should try to
see that that problem is solved and bet-
ter facilities are afforded.

Now, regarding the postal rates on
newspapers, he has increased these rates.
If he wants to have dissemination of in-
formation, good information, clear: and
true information, he should take care of
that point also.

Thank you. Sir.
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THE VICE-CHAIRMAN (DR. VIJAYA
MOHAN REDDY): Please conclude.
There are two more speakers of other
parties.
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THE VICE-CHAIRMAN (DR. G.
VIJAYA MOHAN' REDDY): Please
conclude. These points have already

been covered by others.
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THE VICE-CHAIRMAN (DR. G.
VIJAYA  MOHAN REDDY): You please
send all those facts in writing to the hon.
Finance Minister. All those facts are
very important. You please write to him
for the consideration of the Government.
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SHRI SHABBIR AHMAD SALARIA

(Jammu and Kashmir): Sir, T will! take
THE  VICE-CHAIRMAN (DR. G.

just t inutes.
VIJAYA MOHAN REDDY): Please, Just two minutes

please. 1 am calling the hon Finance THE VICE-CHAIRMAN (DR G. VI-
Minister. I have given you enough JAYA. MOHAN REDDY); No. There
time. I think many speakers are forgoing has been a consensus that the time
their chance. Everybody is forgoing his allotted to this debate is over.

chance. You please allow the Finance
Minister to reply. After all, everybody SHRI SHABBIR AHMAD SALARIA:

agreed on this because of the paucity of I will finish in just two minutes. If I

time. exceed, you can stop me.
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THE VICE-CHAIRMAN (DR. G.
VIJAYA  MOHAN REDDY): No. There
are many other Members, who would
also like to say some thing. Kindly co-
operate. Mr. Minister.

PROF. MADHU DANDAVATE: Mr.
Vice-Chairman, Sir, we had a prolonged
debate on the Budget which I had pre-
sented on the 19th of this month. The
hon. Member, Chavan Ji, initiated the de-
bate here and I think that set the tone
for the entire debate.

Knowing him fully well tor year; to-
gether and also in the House, if he is to
be described, I think he can be des-
cribed as a 'soft spoken hardliner'. That
is exactly what he did while initiating the
debate here.

While expressing the views, 1 pleasant-
ly found there was no rancour and there
was no acrimony. There was an inform-
ed criticism, according to those who
spoke. And also, Sir, there were con-
crete and constructive alternatives and
proposals that were made by many Mem-
bers on both the sides. On specific issues
certain changes have been suggested.

As you know very well, according to
the Parliamentary convention it is only at
the stage of the Finance Bill that we take
note of all the concrete suggestions and
proposals that have been made. 1 can
assure you that I will take due note of
the suggestions that the Members have
made in the light of my understanding
of their suggestions.

The most important point that was
raised—and that is the pivotal point-—
was the question of inflation. I do not
wish to make any exaggerated claims
as far as the inflationary situation is
concerned, but I must humbly point out
to the House that there are two factors
that contribute to the increase and en-
hancement of the inflationary pressure
and the consequent rise in prices. One
factor is when the prices of certain sen-
sitive commodities are raised, there is a
cascading effect of that and that contri-
butes to the inflationary pressure. The
cumulative effect of the rise in prices of
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certain sensitive commodities, 1 concede,
is that they contribute to the inflationary
pressure on the economy. But in the long
run a still more important sactor is it
the deficits reach an alarming stage that
also exerts an inflationary pressure on
the economy. I do not take an alarmist
view. | concede that every deficit finan-
cing does not necessarily result into infla-
tionary pressure. If the deficit financing
is harnessed for increasing the productive
activity, in that case the productive effect
actually neutralises the inflationary im-
pact. That does happen. But there is a
limit to that.

I find that the situatioa in which we
took over the charge, there were certain
ground realities. Eight per cent inflation
and fiscal imbalance were represented
by deficit. For  1988-89, there was 2. 7
per cent deficit of the entire GDP. The
Balance of Payments position was pre-
carious. In March 1989, it was Rs. 6, 600
crores and by the end of November itcame
down to Rs. 5, 000 crores. The
external debt position was extremely bad.
1 do not want to allege the
previous Government for bankruptcy.
The very fact that we were never defaul-
ters shows that we were  not  bankrupt
but that does not mean the position was
not alarming. By 31st March, 1989, the
external loans were of  the order of
Rs. 83, 000 crores and the debt service
ratio was 27 per cent and it is expected
taking all the extraneous and direct taxes
into account by the 31st March, 1990, I
will not be surprised if the external bor-
rowings reach Rs. 100, 000 crores with
debt service ratio more than 30 per cent.
That will mean one-third of our external
earnings, through our exports will  be
utilised not for developmental activitie
but they will be utilised for repayments,
for interest payments. I do not want to
make any allegation here because that is
not the manner in which the debate was
conducted. But fortunately or unfortu
nately, we  have inherited a  certaii
legacy. There has been a drag on the
foreign borrowings. All  that 1  have
said, is when a concrete question  was
asked in both the Houses of Parliamene
"Will you go in for fresh IMP loans?",
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I have categorically stated that we have
not made any fresh application for IMF
loans and we were not at all making
any fresh negotiations for the IMF loans.
That is the point which we have made
clear. One of the reasons is that we do
not want to get into the trap of accepting
the conditionalities which might violate
the basic economic policies of the coun-
try and that might be actually degrading
and humiliating to the honour of the
country and various other factors are
there. 1 have taken that firm position
and place it before you.

As far as inflation is concerned, one
aspect is the cascading effect of the rise
in the prices of essential commodities
and secondly the widening deficits.
Please give us at least this much credit
that there was a certain trend of deficits
which we tried to arrest to some extent.
As far as the overall deficit is concerned,
last year it was Rs. 7, 337 crores and
then we find that in the revised estimates,
it has gone up to Rs. 11, 750 crores and
now in 1990-91, I have projected a defi-
cit of Rs. 7, 206 crores. It was a hard
job because there were certain cons-
traints on defence, security environment
and there were certain drags on our eco-
nomy. Mr. Salve referred to that. As
far as the revenue deficit is concerned,
that is also an important indicator.
Therefore, we find in the 1988-89 budget
estimate, it was Rs. 7, 012 crores. In
1989-90, it was Rs. 12, 436 crores and T
am being told" after all your revenue
deficit is Rs. 13, 032 crores. " But without
meaning any ill-will to anyone, let me
point out to you that when I was sitt-
I was sitting in the Opposition benches in the
last
Lok Sabha, I raised the question of pri-
vilege against the then Finance Minister
without any personal animosity because
I wanted a certain methodolgy
to be accepted for all times to come
and my privilege motion against the then
Finance Minister was that oil coordina-
tion fund surplus of Rs. 2, 300 crores
whch was in the capital account was
transferred to the revenue account and
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as a result of that there was an optical
illusion\ that revenue deficit was less by
Rs. 2, 300 crores. So when you com-
pare my revenue deficit of Rs. 13, 032
cores with the previous revenue deficit of
Rs. 12, 436 crores, don't forget that that
includes and take credit of Rs. 2, 300
croreg which was actually moved from
the capital receipts account. If
you take back that into account,
it is really Rs. 14, 736 crores. But
even then I don't derive much satisfac-
tion out of that slight reduction in the
revenue deficit, we have to take care of
that. And 1 can assure, it would have
been possible for me to do this window
dressing but 1 had decided that I my-
self as an Opposition Member had raised
a certain question as a privilege question
and when the Speaker of the former Lok
Sabha gave me the ruling "I do not say
it is a breach of privilege, because 1 do
not think that the Finance Minister has
deliberately done it. There is no clement
of deliberateness". 1 also feel that in
future only to show better revenue re-
ceipts or revenue deficits, performance,
it would not be a good practice to trans-
fer such surpluses from the oil coordina-
tion fund from the capital to the revenue
account. And we will try to avoid this
to the best of our ability and I can tell
you, you can accept my bonafides. I
have not tried to indulge in any exercise
which wil| mean some window-dressing
or some tricks because the tricks can be
made in the House for some time but
within a week or two, it will be become
known. Sometimes people repeat the
tricks and it becomes a hat-trick. But I
do not want to indulge in the very first
trick when I am presenting the very first
Budget. Then the question will be rais-
ed. Even my critics conceded to me in
the Lok Sabha the other day that, no
doubt, you have brought down the over-
all deficit but the question posed to
me by the critics and the Member of the
Opposition was that every Finance Min-
ister says "I will try to restrain the defi-
cit at this level but what guarantee is
there that he will succeed?" I will quote
My own experience as Railway Minister,
I had decided that I should come before
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the House twice in a year, before Parlia-
ment and warned my administrative
machinery that I have to go before Par-
liament twice a year and will try to tell
them what concrete steps we have taken
to contain the deficit and I will have to
report to Parliament. so, take care month
by month. That is a monitoring that
will do. I will give a further news.
My Prime Minister advised me as the
former Finance Minister, "Don't take
this exercise only once in six months.
Undertake  that exercise every four
months and go before Parliament and
tell them what concrete steps you have
taken. " I will honestly tell you that I
will try to honestly implement that and I
will give my experience. Don't take it
as an immodest statement of oneself.
When [ was the Railway Minister, in
presenting the Railway Budget, 1 tried to
introduce a new system. While present-
ing the Railway budget, we generally
present the entire receipts for the entire
financial year and entire expenditure for
the financial year and difference between
the two was the surplus. I had project-
ed in my full year Railway Budget Rs. 80
crores of surplus after a long time. But
I tried to use a new ingenious method.
I knew that all the months in the finan-
cial year are not identical. For instance,
our Kulkarni Ji will know that the month
in which the sugar production is ready,
in that month, you will get a better
movement on the roads as far as sugar
is concerned. When the crops are tut,
he will be able to get better food move-
ment and taking all the seasons and pro-
duction patterns into account, we tried
to work out month by month what will be
the expenditure and what will be the
revenue. We fixed the target and every
month, T used to so in Seven zones of
the Railways, sit with all the officers con-
cerned and T used to take them to task
for five hours. This is the food move-
ment. This month's target was this.
This is what is achieved. This was the
exnendittire. This is our expenditure.
And once we -start doing that monitorina
month by month, by the time we reach
the end of the financial year, my pleas-
ant experience was that T had projected
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a surplus of Rs. 80 crores and at the end
of the year, I was able to mop up Rs.
126 crores of surplus. That is what I
had achieved. From a surplus of Rs. 80
crores, I was able to mop up to Rs. 126
crores. Gaining from my experience,
I want to try in the Finance Ministry
whether the same pattern would be re-
peated and after four months, 1 will
come before both the Houses of Parlia-
ment and tell them what are the steps
that we have taken to curtail the waste-
ful expenditure. Shri Salve Ji's Finance
Commission Report I have placed in the
other House. It is a monumental report.
It has given five suggestions. He has
told us how you behave with the States
and how you behave yourself, how you
curtail the expenditure, how you should
try to restrain the revenue deficits. All
those aspects have been concretely men-
tioned on pages 40, 41 etc. in para 10. 3
and 10. 4 and all those suggestions we
will take into account in relation to the
States and also in relation to the
fiscal discipline that has to be observed
bv the Centre itself and probably that
will give us the clue as to how to see
that we are able to curtail the deficit
properly. There is one more aspect to
which I would like to draw the attention
of House. As far as one major cons-
traint is concerned, 1 think, the entire
House will be one on it. Due to the
security environment, the defence expen-
diture in the Budget has gone up. Ori-
ginally, it was Rs. 13, 000 crores, revised
estimates Rs. 14, 500 crores and this time,
we are compelled to increase the expen-
diture. T mean allocation of Rs. 15, 750
crores. Only if T were able to curtain this
expenditure of Rs. 2, 000 crores, pro-
bably, if there was the spirit across- our
border the spirit of Gorbachev, probably.

I would have been able to cur-
6. 00 P. M tail two
three

thousand or

thousand crores of rupees to-
gether. For instance, if the neighbouring
countries, China, India and Pakistan,
come together and say, "In our countries,
bread is more important and we will not
so to war, we will curtail our armament:

we curtail our defence expenditure", that
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would be the happiest and the glorious
moment in my life as a Finance Minister.
But unfortunately, the situation is such
that because of what is happening across
our borders, the threats that are coming
from Pakistan, the way they are trying
to peep into the internal problems of
India in Kashmir, Punjab and elsewhere,
we are compelled to keep such a large
defence expenditure. And as a result of
that also, there are certain limitations on
the non-developmental expenditure.

There are certain election promises.
Some friends tried to ridicule wus. I
think in other countries—I have gone
round the world in different countries
seeing different democratic parties—they
do project certain promises. But when
promises or assurances are given, the
electorates do understand. If 100 pro-
mises are given, it is not taken for
granted. Even our electorates are not
gullible. They might be uneducated.
But I think they are sensible. They
know. If we are giving a hundred pro-
mises, they expect that in the tenure of
five years, we have to implement them.
Nobody tells us,, "you have told us that
the right to work will be there. Monday
you amend the Constitution and Tuesday
we must get the right to work as a fun-
damental right guaranteed by the Cons-
titution in Part III. So, Monday you
pass the Constitution Amendment and
Tuesday, if 1 have no job, I will go to
the Supreme Court and tell them, 'Now
the right to work has become a funda-
mental right in Part III of the Constitu-
tion. It is a justiciable right. Yesterday
Amendment is passed. The President
ha? given the assent. I am without a
job and therefore tell the Government
to either give me job or give me unemp-
loyment allowance. " And therefore I
will come to the point what we propose
to do later on. But then, we have cer-
tain election promises and in our modest
way, we have fulfilled them. We had
told that the rural sector would be
given the priority, rural development
would be given the priority. And I am
glad to say that we have made provisions
in the Bridget where the Budgetary provi-
sion has increased from 44 per cent to
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49 per cent. And add to that—of
course, it is non-Plan expenditure'—Rs.
4000 crores for fertilisers and Rs. 1000
crores also for debt relief. So, 1 think
the performance is quite all right. Some
people say we have fifty per cent and
on the same breath, they say, 'we
had 44 per cent and you have
made 49 per cent. After all, it is
only an increase of five per cent. '
You cannot argue it both ways. And
therefore, this one aspect, employment
guarantee scheme, we have deliberately
taken up in a phased way because ulti-
mately we have to move in the direction
of making the right to work a funda-
mental right. So, first we must build the
base for potential of work and there-
fore, there is no question of directing..
(Interruptions),.. Mr. Swamy anyone in
the world who asks to make the right to
work a fundamental right... (interruption).
On Monday they cannot change the Con-
stitution and from Tuesday they cannot
expect 80 or 90 per cent of the popula-
tion to get jobs. And therefore, we will
begin it. First create the potential.
Therefore, we begin with the guarantee
scheme. (Interruption). I will come to
that. Don't be impatient. I will satisfy
you. Unless I satisfy you, how can T
satisfy the House? (Interruptions).
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PROF. MADHU DANDAVATE: Sir,
therefore, I am one among those who
praise good things wherever they are.
Even while sitting in the Opposition, |
had always applauded the employment
guarantee scheme that was undertaken by
the Maharashtra Government under the
Congress regime. We did not worry
whether it was a Congress scheme or a
non-Congress scheme. But it was paten-
tly a good scheme and we expected that
ideal schemes should be taken to diffe-
rent parts and we wanted that that should
be extended throughout the country. A
beginning has to be made. Let us take
the drought-prone areas first. Create a
potential and then how we increase the
industrial potential of labour. And for
that, we will have to change the entire
model of growth and model of develop-
ment. Sir, for 40 years, at the initial
stage it was necessary—thanks to Pandit
Jawaharlal Nehru that he created through
planning an infrastructure of develop-
ment—but as I said at the other place,
merely creating an infrastructure of large
scale developmental activity is not suffi-
cient. Ultimately through decentralisa-
tion, the gains must go further to the
grassroot level. And therefore, as I said
the other day, I very much like Nehru
to be welded with Gandhi—I am refer-
ring to the old Gandhi, Sir-—and that
is, the infrastructure plus decentralisa-
tion.

SHRI SUBRAMANIAN
What about Mrs. Maneka Gandhi?

PROF. MADHU DANDAVATE: I
will add all Gandhis together because
she has also contributed as far as the
environment is concerned. Sir, for 40
years we blindly followed the trickle-
down theory of growth and as a Finance
Minister 1 myself ask this question:
"Growth, yes; but growth for whom?"
We have been following a trickle-down
process of growth in which we have the
elitist growth for the affluent at the top.
It percolated down and men at the grass-
root level stood with the begging bowls
in their hands to wait for the trickle like
beggars. We want to reject this theory,
and in this land of Gandhiji, we want
decentralisation along with large scale

SWAMY.
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industries. There must be horizontal
development in the country. As one of
the former Finance Minister, Shri C. D.
Deshmukh had very rightly said in this
very Parliament: "Urbanites record their
names as unemployed in the rural em-
ployment centres but the unemployed
villagers cynical and they would say:
What is the sense in giving our names?
We will only give our names and have
the stigma that we are unemployed, but
we will not get the jobs. ' So they keep
away. " Mr. C. D. Deshmukh said in
this very Parliament when he was the
Finance Minister, "Unemployment is to be
judged by the concealed unemployment of
a very great order in the villages and un-
less you are able to provide them em-
ployment, we will not be able to solve
the problem. " Therefore, we will have
to go in for some sort of reservation. A
commodity which can be manufactured
in the large-scale sector and if it can be
also manufactured in the small-scale sec-
tor, it cannot be allowed to be manu-
factured in the large-scale sector. The
time has come to tell them, when new
industries are to be started, our Govern-
ment must have the courage to tell them,
that if this commodity can be manufac-
tured in the small-scale sector, we will not
allow the large-scale sector to manufac-
ture it and it should go to the villages and
the towns and the taluka and district
places. Let it be in the small-scale sector
and whatever can be manufactured in the
large industrial sector, we must not allow
it to be manufactured in the small-scale
sector. This will be our co-existence with-
out co-destruction. Iron, cement and so
many things are there which are to be
manufactured in the larger sector and
they will have to be there. So, in a
phased manner, if this is done, we will
be able to develop the potential, even a
small matter, in the industrial sector, in
the small-scale sector, and, as a result of
that, we will be able to create the neces-
sary thing.

I come to the problem of debt relief.
So many things are being said and 1 will
place all the cards honestly before the
House.

I am asked a question in  both  {he
Houses: How is it that there are varying
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estimates of the amount involved in debt
relief? It is because of the various para-
meters.  While the former Finance
Minister ~was  speaking here—I  still
forget sometimes that he is not
the Finance Minister and I am not
the Opposition leader—when he was ini-
tiating; the debate on the Budget here and
raised this question, I intervened and tried
to explain to him how we have kept this
at one thousand crores of rupees and how
various estimates have come in, some-
times it is fourteen thousand crores some-
times. It is ten thousand and some-
times it is eight thousand crores. Those
varying estimates came because there are
different concepts and there are varying
parameters. Some people were of the
opinion that we have said that loans up
to ten thousand rupees up to October
1989-since we have promised it in the
manifesto—will be valued altogether.
Some put the interpretation that if the
loans up to ten thousand rupees are to be
waived, it means that even if a rich man
has taken loan of one lakh or fifty thou-
sand, even that kulak's loan must be abo-
lished or waived. We are not in favour
of that. This is a scheme meant to help
the poor people. To the rich man who
can get one lakh or two lakhs or fifty
thousand as loan, we are not interested
in saying that this loan should be waived
and, therefore, even if he has taken such
a loan, his first ten thousand is not going
to be abolished and only the loans of
those people who have taken loans up
to ten thousand rupees and below will be
waived and that too up to ihe 2nd Oc-
tober 1989 and we have announced that
it takes away a large slice of the richer
section.

Secondly, when loans are taken., there
are old dues and there are current dues.
We have made it in such a way that the
official will be actually seeing to it that
the old dues are actually paid so that this
takes away the current dues.

Thirdly, we have to identify the bene-
ficiaries. Very cleverly I may do one
thing. I might have drawn eight thousand
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rupees from one bank, ten tnousand from
another bank and twenty thousand from
the third bank and I might have taken
the receipt of the smallest loan and say
that my loan should be waived. Very cle-
verly one may do this. So. we will have
to identify the beneficiaries. Only the
loans of those whose loans genuinely fall
below ten thousand will be waived. Now,
there are two types of loans. Now. 1
come from the rural areas and my con-
stituency is a hundred per cent rural
area and I am not coming from Bombay.
There are short-term loans and there arc
long-term loans. We have decided to in-
clude both because sometimes not only
crop loans are there, but also some other
loans. Some poor man may want to dig
a well and for that he requires a long-
term loan. So. both the loans are to
be included. Then one more question
arises.

SHRI VITHALRAO MADHAVRAO
JADHAV: Is it the basic amount or is
it the interest?

PROF. MADHU DANDAVATE: I
will satisfy you later, not only Mr. Sub-
ramanian Swamy, but also you. Just
be patient.

There is a very important thing which
is ridiculed. We have said that those
who are wilful defaulters should not be
allowed to take advantage of this. Who
are the wilful defaulters? That is the
main issue. The banks have the records.
There are certain rich men who bédve
the good capacity to pay, getting one good
crop or two crops or three crops, an '
they have got good assets. Even then
they want to cheat the banks and they
have become professional defaulters? in
payment of their debts. They are the wil-
ful defaulters and we will not allow them
to take advantage of a scheme that is be-
ing prepared for the poor and the banks
will not leave it to the officers. The banks
have the lists, they maintain she lists,
showing who the people are who have
the capacity to pay because the people
have to declare what their assets are,
what their properties are and then they
take loans. Therefore, those who are
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in a position to pay, those who have as-
ets, whose crops are good, will not
allowed to take advantage of this. Even
when they have one good crop two
crops or three crops, good crops three
times, they have deliberately defaulted
and we will not allow these wilful defaul-
ters to take advantage of this and we will
not give the powers to the bank officers
and we will not give room for corruption
and that will not be there and that will
be excluded.

[The Deputy Chairman in the Chair]

There might be some technical difficul-
ties. The rich cheats wild try to cheat
the banks will not be allowed
to come into the picture. Let me tell you,
friends—there are no friends here, there
are only honourable Members—and let
me state very clearly that we have to see
that the entire scheme is pushed in such
a manner that the credibility of the bank-
ing system is not allowed to be eroded.
And, if it is eroded, what happens?

Some people were waiting  for  the
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Budget and they were saying that Mr.
Dandavate might modify this and more
amount will be allowed to  be waived
and they were waiting for two or three
months. I hope Mr. S. B. Chavan will
agree with me when I say that in Maha-
rashtra recovery has already stopped!
And, if recovery stops, what happens?
Those who deposit their money in the
banks will develop a feeling  that  these
banks are losing their credibility and if
they develop this sort of feeling, either
the deposit mobilisation will suffer or the
people will start withdrawing their depo-
sits from the banks. And, if the credi-
bility of the banking system suffers, what
will happen?  The poor kisans will be
hit the most and they will go to the pri-
vate money-lenders and we will leave the
kisans to the tender mercies of the pri-
vate money-lenders. I do not want that
to happen and, therefore, we have this
restricted scheme. And, for that, what

is the total quantum?

Minister 366

Mr. Salve, you  have rightly  hit the

figure. We have calculated and we have
made all possible permutations and com-
binations. If we do for the current how

much it will be, if we do not have res-
trictions even above 10, 000 how much
it will be. if we take all possible para-
metres it will be more than 10, 000. But
subject to the restrictions  which are

maintained it comes to Rs. 2028 crores.
And for which loans? For loans taken
from  public sector banks, loans taken
from regional rural banks, loans taken
from cooperative banks under the aegis
of the State Governments. As a first
step we have decided that in all the
credit institutions within our  jurisdic-
tion, viz. national public sector banks
and regional rural banks, at one stroke

we will try with the help of this thousand
crores. If more is required we will try

and wipe out all those debts. I have
already written a letter to all the Chief
Ministers saying we request that a simi-
lar scheme may be implemented in

their respective States. Some of the non-
Congress States have said with our re-
sources we will implement it. And if
some States say we have not got the re-
sources, in my Budget Speech I have my-
self stated that we will negotiate with the

Chief Ministers concerned, we will nego-

tiate  with those States, and we will try
to see they are able to implement it.
Even in the State level cooperative insti-

tutions of banking we will try and imple-
ment a similar formula with some assis-
tance given by the Centre. That is
how we will try to implement it. There
There be some difficulties. There are
no plans and programmes which are not
without difficulty. That is how we will
try to solve the problem.

Then in this context I refer to the
small scale industriecs. We have been

trying to see that special features are
built up for small scale industries. Fif-
teen per cent Central investment subsidy
for small scale industries which was ear-
lier abolished, as you said, we have re-
stored it. Exemption limit for excise

I duties raised from Rs. 15 lakhs to Rs.
20 lakhs. Limits on composite loans,
that has been raised. Tax rates of part-
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nership firms are reduced. Many people

were raising this question in the debate
that the tax rates of partnership firms
have been reduced. In place of  trickling

down model of growth and development
we will try to follow the pattern of deve-
lopment which I have indicated. The
entire approach in our Budget, by and
large, is to try and get the resources
from the affluent and try to spend it for
developmental activities for the poor.
Relief to lower income-tax payers by re-
structuring exemptions. I will come to
that. Higher tax revenue from corporate
sector. We are getting 800 crores—al-
most nil last time, leave aside the sur-
charge. Additional taxation on elitist
consumption. Increase in cigarettes. The
other day I was asked in the other place:
Why do you increase on ice-cream and
airconditioning? I told them I am more
interested in seeing how a poor man gets
two meals a day- I am not worried whet-
her anybody gets two icecreams a day;
that is not significant. Therefore, elitist
consumption- has to be taxed and I have
done that. Increase in cigarette leaves,
15 paise for cheaper and 75 paise for
costlier ones; the middle have been ex-
cluded. Excise duties on textiles restruc-
tured to lower the incidence on cheaper
fabrics. Prices of naphtha used for fer-
tilizer, kerosene used by the housewife,
gas, LPG, low speed diesel, furnace oil
used for machines, all have  been  kept
out of the purview of a very  unpopular
measure of increasing the prices of petro-
leum products which we have not in-
creased for a long time. Relief on medi-
cines, especially life saying drugs. And
I have seen a question: Why don't you
touch liquor? I have told them as far
as liquor is concerned, it is within the
jurisdicton of the State, if at all it is put
in the Central jurisdiction, it would be
the first commodity which I would highly
tax. That we have not done.

Then direct and indirect taxes. No
friend said that the

ought to have been improved. But there

doubt our ratio

is a proeuss and we have begun the pro-
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I cess. I would like to tell our colleagues
here in this House: What were the addi-
tional resource mobilisations from direct
taxes on the corporate sector? Leave
aside that minimum because that is also
removed some years back it was not
there. But removing that zero taxation
was there. No tax was collected. This
year 800 crores were collected.

Capital intensive companies with huge
profits are brought into the tax net by
abolishing investment allowance and in-
vestment account deposit. When you try
one strategy there are hazards for others-
I do agree with Salveji and there is sub-
stance in that. He quoted a. booklet
which he assumed [ had not read. I
have read it. It is true in a number of
countries. You need not concede to me,
Mr. Salve, my fundamental right of igno-
rance as if it is guaranteed by the Cons-
titution. (Interruptions)

SHRI N. K. P. SALVE. That right I
have always conceded to every Finance
Minister! (Interruptions)

PROF. MADHU DANDAVATE: I
believe that you never become the
Finance Minister! (Interruptions)

Sir, this is a very important aspect. If
you go to the high profit-making compan-
ies in the country, now, physically you
say that the number has gone down from
50 per cent to 40 per cent. But many
capitalists met me. They saw your trick.
Apparently they say that you have
brought it down from 50 to 40 but we
understand what we have done. There
are capital intensive companies in the
country till the minimum tax they were
paying 'zero' tax Why? Because invest-
ment companies, investment account de-
posit—through that they got the rebate—
and they escaped the tax net. As a re-
sult, the most profit-making companies in
the country were paying 'zero' tax. I
said: if you play politics, I must play
politics with you. And I removed those
allowances and brought them into the
tax net. Those who were paying 'zero'
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tax will be paying 40 per cent tax. -They
have been brought into the tax net.
Others may complain. Somebody in the
other place said that trading? Invest-
ment companies must suffer. But they
have got other expenses which are there.
Salveji knows that because he has been a
good Accountant. These are the aspects.
Again, small companies benefit from de-
duction in the tax rate of partnership
firms. Many friends have forgotten that
that has been done.

As far as the additional resource mobi-
lisation is concerned, corporate tax Rs.
800 crores, income-tax—of course, Rs.
100 or 250 crores less, Excise duty Rs. 390
crores, Customs duties Rs. 835 crores, and
Others Rs. 15 crores. This resource
mobilization itself is Rs. 1790 crores.

Now, I come to a very controversial
point. It need not be controversial. 1
may be permitted, Madam, to narrate a
very interesting experience...

THE DEPUTY CHAIRMAN: Where?

PROF. MADHU DANDAVATE; At
the other place, but not an undesirable
place, Madam! {Interruptions). When I
read out my Budget, some Members in
a quick reaction said: we have been let
down because the exemption limit which
was only Rs. 18, 000 has been increased
to Rs. 22, 000. While going I told them,
"If it is increased further you have no
objection? Go home and read my
speech. " And some of these very people
who constitute themselves into an action
committee came next day to my place. |
thought that they had come for a demon-
stration; they came with garlands! They
said: we issued the statement first and
then read your speech. And then they
realised how far is the exemption limit.
Members of Parliament, I would like to
tell you why I did not take the strait-
jacket path of taking the exemption limit
from Rs. 18, 000 to Rs. 25, 000 or Rs.
30, 000. Please remember that the exemp-
tion limit, if it is increased by Rs. 1000,
per Rs. 1000 increase we lose Rs. 105
crores. Twenty thousand? Two hund-
red and ten crores. Like that it will be
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a multiple of 105. Twenty-five thou-

sand? That means increase of seven
thousand. So seven multiplied by 105—
this much would have been lost. There-
fore, I used a certain mechanism. And
in this I was not tutored by any bureau-
crat.. My mathematics helped me. (In-
terruptions) Sometimes being a Profes-
sor of Physics also helps you, though
you are not Professor of Economics.
(Interruptions). There 1 followed some
methodology. You could see that the
loss is avoided and at the same time in
physical terms the exemption limit is in-
creased.

I will give a simple instance. This is
really more useful for the salaried people
As far as the business people are con-
cerned, even if there is Rs. 25000 or Rs.
30, 000, who pays? For the salaried
people the recovery of income-tax is at
source itself. And there what did 1 do?
Take for instance a man with a monthly
income of Rs. 3500 or annual income of
Rs. 42, 000. No. 1, there is a Standard
Deduction of Rs. 12, 000; 42, 000—12, 000
-30, 000. There is a physical limitation
of exemption up to Rs. 22, 000; so 30, 000
—22, 000-8, 000. On 8000 we have got
20 per cent tax; so tax is 1600. And if
we have got annual saving of Rs. 8000
Provident Fund is compulsory, and if you
have got one policy of LIC or NSS certifi-
cate, and if your annual saving is Rs.
8000—in that case 20 per cent of that,
again that is 1600 rebate, so 1600 tax
and 1600 rebate cancel each other. So,
Rs. 1600]- rebate and Rs. 16/00- tax.
This is how they cancel each other.
Therefore, upto Rs. 42000/- annual in-
come, you will have zero tax. If you
don't have anything else, no Lic policy,
and you have only Provident Fund which
is compulsory, even then it will be about
Rs. 35, 0001- or Rs. 36, 000-. Really
speaking, for the salaried people the ex-
emption limit has been extended to Rs.
35000]- or Rs. 36000]- and to Rs. 42000]-
if they are saving Rs. 8000]-. (Interrup-
tions)



371 Statement by

[Prof. Madhu Dandavate]

As far as this is concerned, whatever
be the income-tax limitation, it will go.
Only the corporate tax. Some say that
you deliberately tried to tax the corporate
sector because you wanted to trouble the
States. Please don't attribute that moti-
vation, In taxing the rich and the cor-
porate sector, my intention was not to
rob the States. I did not do it as a mis-
chief. When you ask what is your so-
cialist orientation, I would say that my
orientation is to take money from the
rich and spend it on the poor. That is
what is socialism. Even the connotations
of socialism are changing from East to
West, Therefore, yet me say that this is
the motivation that was there.

Then I would like to point out to
petroleum  products. The consumption
is growing rapidly and alarmingly. The
growth rate of consumption in 1987-88
was 6. 3 per cent. In 1988-89, it was
7. 2 per cent. It was 7. 8 per cent in
1989-90. And what is the growth rate
of domestic crude oil production? Un-
fortunately, it is 0. 4 per cent minus. In
1988-89 it was 5. 5 per cent and in 1989-
90, 6. 9 per cent. That compels us to
import heavily. The import bill for pet-
roleum products in terms of rupees has
doubled since 1986-87 and increased our
vulnerability to supply disruptions. The
prices of DOL products have not been
revised since 1986 in the case of diesel
and since 1988 in the case of motor
spirit.  Therefore, this is the unpopu-
lar step that I had to take because I found
that 1 had to curtail the deficit. I can-
not curtail defence. 1 cannot curtail
other things. Therefore. 1 was forced to
have the additional resource mobilisation
and that is what we did.

Then 1 come to resource transfers to
the States. I am happy that Salveji is
here. In fact, he has provoked us to
See that we stick to the formula that he
has suggested. He insisted that 85 per
cent of the personal income-tax must go
to the Sttites and 45 per cent of the ex-
cise duty must so. And on railway pas-
senger also a formula has been worked
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out. I will give all that. I would like
to tell Salveji that the States' share of
taxes and duties was Rs. 12438 crores in
the budget estimates of 1989-90 and the
revised estimates were Rs. 13, 232 crores.
I am happy to report that in 1990-91 it
is 14426 crores of rupees.

SHRI N. K. P. SALVE: The percen-
tage is the same.

PROF. MADHU DANDAVATE; As

far as the States are concerned, they are
more interested in getting the absolute
amounts. The grants in lieu of tax on
railway passenger fair, to which you
have referred, is Rs. 95 crores in the bud-
get estimates for 1989-90. In the budget
estimates for 1990-91, it is Rs. 150 crores.
Then grants-in-aid under Article 275 of
the Constitution to which you have refer-
red in your report, is Rs. 1707 crores.

SHRI N. K. P. SALVE: In fairness,
there is one thing the Finance Minister
must make clear. The Commission was
exceedingly particular that it must not
cause undue burden on the Union Gov-
ernment because of the precarious posi-
tion inwhich you were in. Percentages
have not been changed. If you collect
more, more has gone to them. Percen-
tages of excise and percentages of income-
tax remain the same. The only increase
is inrailways.

PROF. MADHU DANDAVATE: Con-
cede to us this that we have better re-
source mobilisation and, therefore, the
States could get more. That is the point
that I am trying to make. It was Rs.
1707 crores and in 1990-91 we will be
able to transfer to the States Rs. 2396
crores. Of course, the debt relief has
also been there.

Salveji's speech gave us an impression
that—and he was alarmed by that—de-
ficit for 1990-91 rose worse than the
deficit presented to the Finance Com-
mission on 16. 10. 1989. 1 have taken
that date of 16. 10. 1989 from you. I am
referring to the revenue deficit. deficit
at current prices. And if you just cal-
culate it in terms of the current prices,
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for 1990-91, the deficit would have been
Rs. 14, 994 crores. Actually it is
Rs. 13, 032 crores. And we have men-
tioned this point when we appeared
before you. I am not happy about
this picture. But, Mr. Salve, there is
nothing so much to be worried and to
be alarmed. We are worried about the
fiscal discipline. We well keep in mind
your speech. It will be a constant re-
minder to us that fiscal discipline has
to be maintained, and we try our best.
So, it is not so. This is in spite of the
fact that the tax share to States
assumed at Rs. 13, 350 crores went up
to Rs. 14, 426 crores. And the actual ex-
penditure on  Plan  account earlier
asserted at Rs. 12, 943 crores has gone
up to Rs. 14, 299 crores. And now we
have to take four-monthly review.
While taking that review and adopting
various methods, we will keep in mind
the warning signal that you have given
in your Report and try to maintain
the fiscale discipline. There have been
constraints on the deficit. 1 tell you
there is the Defence. An increase of
Rs. 2, 650 crores related to 1989-90 Bud-
get Estimates, and an increase of De-
fence expenditure of Rs. 1. 250 crores
related to Revised Estimates. These
are the increases. Then. interest bur
dens. Again, I do not want to blame
you or anyone else because [ have
made up my mind that while function-
ing as the Finance Minister for how
long shall we go on saying that every-
thing was done by the past Govern-
ment. People are not interested in who
did it. They want results. And 1 shall
not harp on this theme that you are
responsible for it. I have to take the
responsibility of improving the results,
and I shall end that sorry chapter of
having the Commissions ana Enquiries
to find out what you have done. En-
ough of Commission and enough of In-
quiries.

SHRI GURUDAS DAS GUPTA; Bo-

fors.
AN HON. MEMBER. Oh!...

PROF. MADHU DANDAVATE. You

need not say, oh. That does not mean
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we will put a blanket on the scandals.
We ourselves will do it departmentally
and we will ty to find out through our
machinery because it we spend all the
time in the Commissions, all the five
years will be wasted in  Commissions
and ultimately we will have only
omission. I do not want to do that.
(Interruption) We will learn from our
mistakes and your mistakes also. Our
Commissions and your Kunal Commis,
sion were of the same story.

SHRI V. NARAYANASAMY (Pondi-
cherry); Tell your Prime Minister also
about the Commissions.

PROF. MADHU DANDAVATE - All
right. Then about Article 292, I do
not know whether the House will ag-
ree with me. We will debate that point
later on. I do not know whether the
Finance Commission applied its mind
to that. But, I think, the time has come
when one particular Article of the
Constitution ~ Article  292-——which  has
remained on the statute book right
from 1950 but has never been, imple-
mented, has to be looked into. It says
that the Parliament will have the en-
abling power to have the legislations
to fix the ceiling on the borrowings. I
think, Mr. Salve, the warning and the
signal that you have given makes it ob-
ligatory to discuss in this very House
whether we should invoke Article 295
of the Constitution and fix up the ceil-
ing on the bobrrowings so that we will
not try to find out the short cuts to
solve the problems.

Mr. Dipen Ghosh has raised a  very
pertinent point, and that is correct.
And as one coming from the working
class movement, I think, I am account-
able to the Parliament. Many Mem-
bers have said that We have assigned
only Rs, 10o crores for Dearness Al-
lowance. This does not include the
provision that is made for Defence. So,
that also goes out of this, excluding
Rs. 100 crores. And I was asked the
question that you have said that the
Ministries will have to make the ad-
justment. I can assure you that these
adjustments will not mean freezing the
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wages of the working class, but it will
mean avoiding the wasteful expendi-
ture of the administration. That is
what we will try to do. And let us
start with the Minister himself. We
will try to do that. If anything is to be
frozen, let we be frozen, not the work-

ers and the kisans, not completely

frozen, part of us. Some may be hap-

py about that.

Then, I come to the problem of
black money. Some experiments have
been tried in the past. There can be
demonetisation. But unless you come

to hundred rupee note, it will not be of
much help. Demonetising the hundred
rupee note, which is in currency, is im-
practicable. It may disrupt the econo-
my. This does not seem to very feasi-

ble. When Venkataramanji was the
Finance Minister, he issued thel
'bearer bonds' to bring out black]
money. I was a critic of that. I told
Venkataramanji. 'These bearer bonds
would fetch Rs. 900—Rs. 1, 000 crores,
But we have such geniuses in the

country, there are such people in the
country, who will sell everything,
They will sell these bearer bonds also. |

Not only they will sell these bearer
bonds in the black market. But you
will be shocked and surprised to know,
Dr. Swamy, that some of them gave
them on rent. Those who had black]
money said 'Give us these bonds for
few days so that we can show them

when the raids take place'.

SHRI SUBRAMANIAN SWAMY:
This is your socialism. (Interruptions)

PROF. MADHU DANDAVATE: This
has nothing to do with socialism. So-
cialism its not black. It is red... (Inter-
ruptions)

there is the amendment to thel
Act. We have now said that
donee who will be taxed and
not the donor. I am not worried how|
much revenue [ will be getting. I
want to create a social climate I was i
inspired to propose this, gift tax on the

Then,
Gift-tax
it is the
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donee, after my experience in Bombay.
Some diamond merchants held some
I wedding reception. The entire Wan-

| khede Stadium was booked for four
| days. They admitted to the enforce-
ment authorities that they had spent
Rs. 40 crores and they said chat this
would  help them in exporting more.
This made me come forward with this
amendment. The point is, when any
particular section of the population in-
dulges in wvulgar display of wealth, this
creates a  feeling of jealousy among
the poor which, in turn, creates ten-
sions, social tensions, in the society.
We want to remove those tensions. I
am, therefore, not very much worried
how much revenue 1 will be getting
from this proposal, tax on the donee.
As T said, I want to create a climate.
I would give an example here. When
Vinobhaji started the Bhoodan move-
ment, he said 'l am not worried how
much land I will get; I want to create
a climate that land belongs to the
tiller' He also said that he got inspira-
tion from the Communist movement in
Telengana. People were very much
surprised that he was inspired by the
Communist movement. People asked
him. He said 'Yes. He said  'When
there was a violent outburst in Telen-
gana giving expression to the people's
hunger for land, 1 understood that hun-
ger and [ said to myself 'they do it
with revolver; let me do it with a
change of heart'. Therefore, 1 want to
create a climate. We want t0 create a
climate. We want to see that these
anti-socials who spend so much and
indulge in a nompous demonstration
of money power and wealth are taxed.
When black money 1is found, they say
that some 10, 000 people came to the
wedding  reception and  they  gave.
Therefore, one cannot tax it.

Then, in regard to simplification of
tax laws, I have already enumerated

them.

Then, there is the question of elec-
toral reforms which we want to bring
in. Many of us are part and parcel
of a system which has helped in the
generation of black money. 1 would
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prefer the West German  system,
namely, the List System, plus the in-
dividual system, if we go in only for
the List System, elections will be de-
humanised. None of. us who are elected
under the List System will be respon-
sible to the electorate. If Madhu Dan-
davate is elected and he does not go
to his constituency for the next five
years, nothing can be done by the
electorate. They would say that be-
cause of the List System, our candi-
date did not come. That is why I want
that there should be a combination of
the List System and what we have in
our country. Then, this should also be
linked with the State funding of par-
ties and we should also take into
account the percentage of votes secu-
red in the previous election. If we do
that, the small splinter groups will
have a stake, they will have a vested
interest, in joining the big parties,
thereby coming into the mainstream of
the electoral process. The fragmenta-
tion of wvotes will be reduced and
those who depend upon division of
votes and fragmentation of votes will
suffer and the others will gain. This is
one thing.

Then, there is also another sugges-
tion that if some unaccounted money is
there and people are prepared to
ifive it so that it can be utilised for
things like slum clearance, housing for
the middle-class people etc., there is
mother way in which it can be done
Madam, I do not want to take the time
of the House.

As you know, the Lok Sabha is wait-
ing for the return of the Appropria-
tion Bills from this House. Rashtra-
liatiji is going abroad tomorrow. They
have to be sent to him. Therefore, 1
want the Appropriation Bills to be
taken up as early as possible.

SHRI SUBRAMANIAN SWAMY. 1
am also waiting for the next Bill.

PROF. MADHU DANDAVATE:
That is right. I consider this debate as
dialogue. 1 do not call it a confron-
tation. I would like to tell all, from the
Member from our side who initiated
the debate to the Chairman ofthe
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Ninth Finance Commission. If, with
a sense of humour, i had a dig here
and there, it is because that comae
naturally to me. 1 did not do it with
any intention. But I would like to at-
sure the House that we will do our
best to see that the small-scale sector
Is protected, the poor is protected
and the peasants are protected. And
we will try to put the curb on the rich
of the country and use the resources
of the affluent to build strategy and
strength of the poor. In this context I
present the Budget and I commend this
Budget to the acceptance of the House
unanimously.

THE DEPUTY CHAIRMAN; Mr.
Minister, now. you move the Appro-
priation (Vote on Account) Bill.

APPROPRIATION (VOTE ONAC
COUNT) BILL, 1990.

THE  MINISTER  OF FINANCE
(PROF MADHU DANDAVATE); Let
me drink water. My only desire is that
water does not become a luxury com*
modity. Madam, I move:

"That the Bill to provide for the
withdrawal of certain sums from and
out of the Consolidated Fund of
India for the services of a part of
the financial year 1990-91, as passed
by the Lok Sabha, be taken into
consideration. "

The question was put and the motion
was adopted.

THE DEPUTY CHAIRMAN; We
shall now take up clausc-by-clausa
consideration of the Bill.

Clauses 2to4and the Schedule were
added to the Bill.

Clause 1, the Enacting Formula and
the Title were added to the Bill

PROF. MADHU DANDAVATE:
Madam, I move:
"That the Bill be returned. "

The question was put and the motion
was adopted



