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more than two years.'! Thousands of workers
are unemployed. This is causing a great
distress. On the all-India plane also, I have
been watching, the wumber of closed mills is
increasing. So, something has to be done again
to review the policy oh the textile iront. I know
that we have been suggesting sometimes that
the National Textile Corporation or the State
Corporation should take them over. But my
experience with these Corporations' handling
of these mills is also not satisfactory because
in these Corporations also there is corruption,
there is mismanagement and, therefore, if we
request the Government to take over these
closed mills, the problems will remain where
they ate.

Therefore, Sir, my submission would be that
it is not a question of more technical
improvement or modernization alone, but,
basically, it is a question of improving the
management by introducing the joint ma-
nagement system through effective labour
participation. This labour participation has been
enshrined in the Constitution, but it is not being
followed. Therefore, I would like to suggest
that not the bureaucrats, not the technicians, not
the experts, but labour through thefe
participation would be albe to improve the
functioning of the mills. Therefore, Sir, I would
like to request the Ministry of Texiles and the
other concerned Ministries to consider this
suggestion and implement it. Thank you, Sir.

MR. CHAIRMAN; Now, we shall take Up
the Finance Bill.
SHRI NIRMAL CHATTERJEE: (West

Bengal): Sir, before the Prime Minister starts,

I have a submission to make. The point is that

the prestige of the Members of Parliament is

being affected by certain statements made
«utside™ _..........
"* MR, CHAIRMAN: No allowed. Let it not be
recorded. I am not allowing it.-
9HRI NIRMAL CHATTERJEE: (West

Bengal):*

MR. CHAIRMAN: Yes, the

Minister now.

Prime

*sNot recorded.
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SHRI NIRMAL CHATTERJEE:

MR. CHAIRMAN: Mr. Chatterjce, you can
come to my .room and ask for my permission
first. I am not allowing it.

SHRI NIRMAL CHATTERIJEE

MR. CHAIRMAN: Mr. Chatterjee, you cannot
radse it. 1 am not allowing it. For raising this,
you should have taken my previous permission.
But you have not taken my permission.
Therefore, I am not allowing it.

SHRI NIRMAL CHATTERIJEE:

CHAIRMAN: Yes, the Prime
Minister.

304-
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THE FINANCE BILL, 1981

THE PRIME M'NISTER AND THE
MINISTER OF FINANCE (SHRI RAIJIV
GANDHI); Sir, I beg to move:

"That the Bill to give effect to the
financial proposals of the Central
Government for the financial year 1987-88
as passed by the Lok Sabha be taken into
consideration."

2. Sir, the salient features of the important
proposals contained in the Bill have been
explained in my Budget Speech. The details of
the proposals in the Bill have been set out in the
Explanatory Memorandum circulated along with
the Budget papers. I do not, therefore, propose
to traverse the same ground again. ¢

3. The Bill has now been before the
Honourable Msmbers fpr more than two
months. During the general discussion on the
Budget, and thereafter, Honourable Members
from both the Houses have made useful
suggestions in regard to the provisions con.
tained in the Bill. We have also received
representations from various sections and
comments from experts.

4. After careful considration of these
suggestions, i moved certain amendments to
the Bill in the Lok Sabha, which have been
accepetd and incorporated in the Bill as
passed by the Lok Sabha. I shall, at this stage,
confine my observations to the main
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changes which have been made to some of
the provisions of the Bill during its
consideration by the Lok Sabha.

5. The following amendments have been
incorporated in respect of direct taxes:—

(a) Apprehensions were expres
sed that the proposed new section
194E of the Income-tax Act which

seeks to extend the area of tax de
duction ac source, may cause un
necessary  harassment to a  large
number of honest tax-paye'rs who
might have to seek refunds. After
careful  consideration of  representa
tions received, this proposal has
been withdrawn.

(b) The Finance Bill inserts a
new section 115J] in the Income-tax
Act to levy a minimum tax on 'book
profits'’  of certain companies.  Re
presentations were received that in
computing  book  profits for the pur
pose tof  determining the mimimum
tax. losses and unabsorbed depreci
ation pertaining  to earlier  years
should be allowed to be set-off.
Otherwise, new projects that have
just begun to make profits after
some years of losses, and sick com
panies  that  have  just turned the
corner, will become subject to  mini
mum tax. There is merit in this sug
gestion. Under section 205 of the
Companies Act, 1956, losses or un- |
absorbed  depreciation, whichever R
is less, is allowed, to b, set off |
against the book profit, of the cur

rent year for determining  profits

lor the purpgs. of declaring divi+
dends! It has therefore, been d
cided to allow the same adjus
ments in  computation of boo
profits for purposes of the ne
provision for levy of minimum
tax.

(e) The Bill sought to insert a new
section 54H of-the Income-tax Act
providing for exemption of capital gains
arising from the transfer of shares to any
public sector company as specified by
notification. Thig was only a, enabling
provision, but it gave rise to
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undue m\sgivings. It has been decided,
therefore, to delete this provision.

(d) The Bill seeks to insert a new section
54G providing for exemption of capital
gains on transfer of assets, in the case of
approved schemes for shifting an industrial
undertaking from urban areas. The
exemption will be available in respect of
long-term capital gains arising from the
transfer of machinery, plant building or
land. Representations were received that the
underlying objective of relocatio, of
industries is not fully achieved by this
provision because of section 50 of the
Income-tax Act. This section provides that
capital gaing arising on transfer of long-term
capital assets in respect of which
depreciation has been allowed, will be
deemed t, be short-term capital gains. To
giv, effect to the orignal intention, it has
been decided to amend this provision to
secure that capital gains whether short-term
o, long, term, will qualify for exemptions.

(e) The Bill seeks to amend section
2(22)(e) of the Income-tax Act to provide
that loans or advances given by any closely-
held company to its shareholders, or to any
concern in which such shareholders hav, a
substantial interest, shall be deemed to be
dividend for the purposes of taxation. It was
pointed out that such a provision might be
unduly severe in the case of persons having
small shareholdings. It was also pointed out
that it should not apply retrospectively to
cases where advances or loans hav, already
been given by closely-held companies to
shareholders before this Finance Bill is
enacted. The proposal has now been
modified so that it will apply only to cases
where the shareholder holds 10% or more of
the equity capital and to concerns in which
such shareholders have substantial interest.
Further, the new provisions 6hall be
applicable only
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where the loans o, advances are give,

afte, 31.5.1987.

6. The other amendments relating to
direct taxes ar, purely of consequential or
clarificatory nature and I would not like to
take the time of the House in dealing with
them.

7. As regards indirect taxes, the important
areas of relief in excise and customs duties are
the following:—

(i) Excise relief of Rs, 20 per MT has
been, given to cement units commencing
production  between  1.1.1982  and
31.3.1986 Lev, quota of these units has
also been reduced to 20%.

(i) further liberalisation of the scheme
of exemption for hand processed c61to,
fabrics has been made by raising the full
exemption limit t, 75 lakhs sqmts. for
scree, printed fabrics. Duty rate on
clearances in excess of exemption limit has
also been reduced from 50% of the normal
rate to 25%.

(iii) Customs duty on waste paper which
is used as a raw material by small paper
millg has been reduced from 25% to 10%
ad-valorem.

(iv) Customg duty on raw-wool, wool-
waste, woolen rags a'nd synthetic rags
has been reduced to 20%.

(v) Excis, duty on particle board,
insulation and fibre boards ha; been
reduced from 20% to 10 per cent ad-
valorem.

(vi) Spices hav, been fully exempted
from excise duty.

(vii) Excise duty on tread rubber and
other retreding materials has been reduced
for small-scale units.

(viii) Import duty on components of
textile machinery and machine tool sector
has bee, reduced from 70% to 60%.

(ix) A uniform rat, of countervailing duty

of 15% has been prescribed for parts °*
machinery, ap-  j plianceg and
equipments under '
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heading No. 98.06 of th, Customs Tariff.

(x) Certain  further  procedural
simplifications have bee, made in the
IVIODVAT Scheme.

(xi) Exc”. duty has been reduced on
non-tinted toughened glass, glue; and
adhesive, based on plastics, specified
travel goods.

(xii) Import duty reductions have been
made for various items vsed by the
electronic industry. Some other duty
rationalisations iave also been made for
this industry .

total impact of thes, and some other
concessions and reliefs aggregate to Rs. 40

crores on the customs i:id Rs. 30 crores on the
excise side.

fi. I an confident that th, Honourable
Members will lend their full support to the
Bill as passed by 1>he Lok Sabha.

9. Sir, I move the Bill.
The question was proposed,

SHRI M. A. BABY (Kerala);
Thank you, Mr. Chairman. Sir, while taking
part in the discussion on the Finance Bill, ...

MR. CHAIRMAN* You can come
forward because you are not audible.

SHEIT M. A. BABY; I am comfortable
here.

MR. CHAIRMAN: You may be
comfortable, but you are not audible.

[/The Deputy Chairman in the
Chair]

SHRI M. A. BABY: Madam Deputy
Chairman, th, Prime Minister ha, requested
all the Members of the House t, support th,
Finance Bill. Since we are supposed to take
care of the interests of the people at large in
our country, we cannot but oppose the
proposals made by the bon. Prime Minister.
Going by the behaviour of the hon. Prim,
Minister .vho also in the recent past happens
to be the Finance Minister,



309 The Finance [« MAY 1987] Bill, 1987 310

in the recent past, I have certain apprehension.
Some newspapers say that there ig a serious
economic crisis developing in our country.
The Economic Times of 1st May has publish-
ed a detailed analysis of India's foreign debts.
The foreign debt is the economic disaster of
the country.

Similarly, the 'Times of 1.00 p.M India' of 4th
Ma, has written an editorial mentioning
danger signals in relation to t'ne economic
environment of our country. At the same time,
it you go through the speech of Prof. B. S.
MSnhas, a noted economist and statistician, he
ha; amply proved it clear that the Budget-
making in our country is a failure. So, i, short,
there is more than sufficient proof that our
economy is heading towards a crisis and
disaster. It is in this relation I mentioned that 1
do not know what would be the reaction of the
Prime Minister who happens to be the Finance
Minister also. When a defence crisis has
developed, our Prime Minister who was the,
holding the Defence portfolio, entrusted it to
another Minister. So, if he is going to follow
the same pattern of behaviour, when an
economic crisis is developing, he may drop
this Finance portfolio also. That is why at the
very outset I mentioned my apprehension
Tegarding the behaviour of the Finance
Minister-cum-Prime Minister.

Madam, our Prime Minister-cum-Finance
Minister promised in the other House that the
state of the Indian economy is sound. But
what is the experience of th, people? Does
this promise and proclamation hold good in
the light of the experience of the people of
our country? According to the latest press
reports, 'sharp price rise shrinks housewife's
budget' when our Finance Minister speaks
about a sound Budget and sound economic
prospects. Prices of essential commodities are
touching high sky. I do not want to go into all
those details because most of us are experien-
cing it. The most phenomenal increase has
been that of vanaspati,

from Rs. 20.83 per kg. last May, it increased
to Rs. 26.70 now. It is said in the press
reports, "According to the Super Bazar
sources, the manufacturers have again today
sought to raise th, vanaspati prices by Rs. 0.70
per kg. and refined oil by Rs. 2.25 per kg." Th,
prices of bananas are Rs. 12 a dozen, mangoes
on an average Rs. 14 a kilo, melon—Rs. 4 or
Rs. 5 a kilo, tomatoes—Rs. 8 per kilo, lady-
fingers—Rs. 5 per kilo, tinda—Rs. § or Rs. 8;
onion—Rs. 3 a kilo, lemon —Rs. 20 a kilo.
So, this is the general trend.

And again. Madam, the 'Times of India' itself
in its editorial mentioned how alarming the
inflationary trend is. The consumer price index
for industrial workers, a better measure of overall
inflation, is rising in the last one year by 8.4 per
cent. Thus, before the lean months are out. we
will in all likelihood be afflicted by a do-I uble-
digit inflation. So, this is the inflationary trend
that exists in our country.

Madam, at the same time, the Prime
Minister-cum-Finance Minister assures the
people of our country that we are heading
towards prosperity and nobody need to worry.
Here, I would like to rise a few questions re-
lated with the overall approach of the present
Government towards its economic
perspective. When the Prime Minister and the
Finance Minister request us to support the
proposals, we would like to ask him what
actual promise, solid promise is there that
with these proposals the plight of the people
of our country will be better. Since 1951 the
so-called planned economy has been followed
in our country but during this period, I do not
want to go into the figures, on the one hand,
we have been experiencing the practice a few
monopoly houses amassing wealth, landlords
spreading their tentacles in the villages of our
country and a majority of the people being
pauperised through the economic policy
pursued by the Govern ment.  This is a fact.
Is there any



311 The Finance

[Mr. M. A. Baby]

fundamental departure now from the economic
policy that you have beexi following? There is
no fundamental departure. On the'other hand,
you ar, following" a more dangerous economic
path. That is what is being explained in the
"Econondc Times" article' regarding the danger
to foreign debt and what disaster this will ,
bring about. Here it ig interesting to note that
recently the political party of the Prime
Minister, the political party that rules .t the
Centre, I do not want to mention the Congress
(I) because they may shout from the ether
side...

SHRI V. GOPALSAMY (Tamil
Nadu): Nobody is there because their master
is not here.

SHRI M. A. BABY: They want the
appreciation of the Prime Minister peihaps.
Recently our hon. Prime Minister' presided
over the Working Committe meeting of the
ruling party and passed a resolution regarding
the activities of the forces of de-stabilisition,
how foreign hand is penetrating into our
country. Here, in relation to the discussion on
the Budget proposals, the Finance Bill, I want
to inform and remind the Finance Mi-nister-
cum-Prime Minister that, there are most
dangerous foreign > hands coming and
plundering oiir country, are you prepared to
take note of this fact? Tliese hands of foreign
multinational corporations, these tentacles of
foreign- multi-national corporations are
plundering our country, our people, and you
are further opening up your doors to these
multi-national corporations to come in. Why
are you not taking any meaningful steps aga-
inst those multinational corporations? These
foreign multi-national corporations,
imperialist multi-national corporations are
establishing our country arid our economy.
You are not taking a note of this fact. You are
opening up your doors for these multi-
national corporations to come in. You are
going to the west to import technology
without allowing ur own scientist* to develop
Indigenous tech-
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I nology. You ar, going to the west to import

various things. I do not want to mention the
personal things that you import, we are not
concerned with that.

SHRI V. GOPALSAMY: What,
are the personal things?

SHRI M. A. BABY: So many things which
are available in our country in abundance are
personally imported by them. I am not
concerned with that. But the technology which
can be developed in our own country, they are
importing. (Interruptions) Such technical
know-how is being imported, at the cost of
our own indig enous technology being
developed. You are importing arms and some
disturbing information regarding the nasty
goings on in relation to the import of,
purchase of, arms from foreign countries has
come out recently. You assure t'he country
that the present Government will take care of
our finances properly. But with the kind of
disturbing information that is coming out, how
can we have faith in you? The reported
kickbacks and commissions are just tips of the
iceberg or rather better I can say tip of a
submarine. So- this is the situation, this is the
condition. Whenever certain developments
take place in our country which are
inconvenient to-you politically, you talk of
forces of destabilisation and foreign hand
coming. But in actuality, everybody knows
that in Indian economy, foreign hands, the
tentacles of multinational corporations are
operating and they are destabilising our
economy. Everybody knows that. But you are
not taking any practical steps to stop it.

Now, with all the criticism that we have
regarding the economic policies pursued in
recent past, the previous Finance Minister,
Mr. V. P. Singh, had: been taking some steps,
a few steps, but insufficient steps; I underline
the words 'insufficient steps* but he had been
taking a few . steps to unearth illegal money
within, our country. There have been
shortcomings, and We were not satisfied with
the amount of work that he had been doing.
But
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when eve, this became inconvenient
for the ruling party and those who
finance them and those who are sur
rounding the powers that be, he has
been dropped from that portfolio like
a hot potato. This is what you are
doing. The officers, the personnel in
the finance Ministry—some of them—
have been doing very good work under
the leadership of the previous Finance
Minister, with all the limitations and
the shortcomings—which 1 reapt—but
once they find that such people who
would do something against the illegal
financiai operators, will be handled in
the manner in which V. P. Singhji
was handled, what would be their
morale? How will they act? It is in
thiy context that I would like to
mention with regard to the failure of
the whole Budget-making process in
our country. This has. become almost
a farce. Last year, Prof. B. S. Minhas
said this in one of his important
lectures he made recently. "It is a
crying shame that this country,
although full of competent accountants
and economists, is unable to p'roduce
budget estimates which can hold good
even for three months." This is what
he said. Everybody knows it. You
say that the possible deficit would be
some figure, and in actuality it would
220 per cent more, and if we go by
the previous experience, the actual
deficit would be more than Rs. 12,000
CBore. 1 have calculated it. It would
be even more than that. Even if the
.off-setfing of the actual Budget deficit
comes to the tune of last year's experi
ence, this would be Rs. 12,000 crore.
And this is not going to be so with
the drought and other eco
nomic problems. In actuality,
it  would be more t ha-'

Rs. 12,000 crore. I do not know where that
will touch. So, how can the Ludget be taken
seriously when all the proposals made in the
Budget becone useless and baseless within 8
few norths. I would earnestly urge upon t-.¢
ruling partv <md the Central .Government that
potential within our country should be
properly tapped as mentioned in Prof.
Minhas's speech. So many economists are
there. They have to be taken into confidence.
They
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should be enthused and encouraged. But what
is your practice? The pre sent Finance
Minister is  bypassing the  Vinance
Commission and the Planning Commission.
He is visiting States and making
anouncements without the knowlsdge of the
,Planning, Commission or the Finance
Commission. If the Government beh-w-s like
this, what would be the r.-ult? Tne very
meaning of Planning Comm»-sl'n and
Finance Commission is eroded with the kind
of behaviour that is being shown by the
present Finance Minister and the Government
towards Committees, statutory fora, which
include noted economists of ou!r country.
This practice should be absolutely changed.
This is our concrete proposal.

Madam, coming to the question of Centre-
State fiscal relationship our demand is that the
Centre-State fiscal relationship should be
changed lock, stock and barrel. April 25th
witnessed a meeting of some Chief Ministers.
They had very detailed discussioi.s and they
have come out with concrete proposals in
relation to t!-e ctu'gea thr.t are ,j be brought
about in the Centre—State fiscal relationship.
I hope, the proposals made by the Chief
Ministers at their meeting of 25th April would
be seriously considered by the Central
Government.

Coming to the distribution between direct
ai'd indirect taxes, 'lie folicy of the
Government if wtv mii'-a discernible in this
respect ah""- during the early fifties, the ratio
used fo be almost 50 :50. Even then, the
general the ratio between direct and indirect
after that and even till *.0d?v, it is 80 per cent
indirect taxe* md 2" per cert direct taxes. The
te'rm 'indLect taxes' is 11." t correct. It 1
pockeing. Instead of 'indirect taxes', the better
term  would be 'pickpocket-ing, by the
Government. This is the policy being
followed. Therefore, how can you claim that
you are looking after the interests ot the poor
perr-e? We demand that ui» vhofe» approach
in this regaiO, in regaid le the ratio ' rween
dir--vt and 1 diio.t
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taxes should be changed. In tact, it should be
reversed. It should be 20 per cejjt indirect
taxes and 60 per cent direct taxes. This is our
proposal.

Madam, 1 have mentioned about Jho
disastious path of debt-trap whi.h is being
followed by our coumry. I do mot want to
elaborate or narrate the experience of the Latin
America” countries. Members know about
this. Even the Govt, knows about this. But in
practice, nothing 1is beuig dune. The
Govtirnmen..' is foing us for moc «nd '.-ore
for-iyn aid. I nope Irs Central Governn-ont w>
i eo** out with concrete proposals to put an
end to the !.;esent policy of relying "n foreign
aid.

Madam various States in the country ore
faced with very s<=-V:'? .mi unprecedented
drought. Wfc nw? been do- r.'ri.ng that there
shoula /#e m-me iiate help. The n ost
important thing is that there  should be
some long-term planning on the part of the
Government to  tackle the drought situation
as well as the flood situation. This is what is
lacking in our country. If my memory serves
me right, only 22 per cent of the water
resources in the country is being tapped today.
Ithink, my  information is correct. There
is no scientific planning to have a long-term

understanding  and perspective to tace the
drought situation. I hope, the Government
will  corrje eut with concrete

proposals. In this relation T would like to “ite-
rate the demand of my home State Kerala.
The overall loss of Kerala due to drought
comes to more than a thousand crore and
the  Kerala Government demanded aid of Rs.
5 So ciores from the Centre. Even while
demanding so, everybody knows that the
Central Government rnav not give the
demanded aid but what has keen annuonced by
the Prime Minister in Kerala is precious little.
Th'? Rs. 10 crores, though will be utilised will
not serve the purpose, but it >e most
unfortunate that Rs. 10 crores announced by th,
Prime Minister during the time of the previous
Congress (I) Government has not been
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given so far. We are thankful to the Prime
Mintster that at least Rs. Rs. 10 crore, though
will be utilised, time

SHRI D'PEN GHOSH (West Ben-bal):
Was it announced to be given

SHRI M. A. BABY; Even then it was
announced dulring the time of the previous
Government, but it has not so far been given.
I hope 1 announcements of the Prime Minister
should be implemented especially in 'melation
to drought. That aid should be restored.

SHRI DIPEN GHOSH: It was announced,
it was not be given.
SHRI M. A. BABY. This has been the
practice like the announcement of socialism.
Madam, we are having a buffer stock of
340 lakhs tonnes of food-grains. At a time
when socio-economic policies are being
pursued by the aresent Government, we hear
poignant stories of starvation deaths from
various parts of the country. I do not want to
mention any particular place. Certain
starvation deaths comr- to the notice of the
country because that gets reported in the
press. Even when we are discussing this
particular subject here in this august House, I
may say with pain that in far flung corner of
our country there may be hundreds of people
dying due fo starvation, particj when wt have
340 lakhs cooes of buffer stock.
in this connection, our earnest request
through you to the Central Government is to
utilise this food-grains for employment
generation programme. Why can't this be
utilized f >r C'l.t"oyment ge.ietation Drogram-
me? Even whe, State Governments come out
with concrete proposals for employment
generation, th, Central Government is not
cooperating. Kerala is having 3 per cent of our
Indian population. So, rightly we can claim 10
lakh tonnes of foodgrains that is available with
the Central Government to be gfiven to the
State of Kerala so that a concrete project that
has been worked out by the left and democratic
government of Kerala to give employment for
10 lakh youths.
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utilising these 10 lakhs tonnes of food-grains
and mobilising resources from the State also
can be implemented. I forecfully make this
request. This can be done in all other parts
of our country also. The left front Government
of West Bengal during the last 10 years has
been doing something in thi; direction but
unfortunately the Central Government has not
been cooperating with the efforts of the State
Governments, left front State Governments
of West Bengal and Tripura, in
implementing  these things. I hope this
policy of  the Government will be changed.
Especially, we are having more than 3 crore
unemployed youth in our country, educated
youths. They are prepared to work for
our country. They are prepared to generate
value but they are not being given an op-
portunity. When we talk of taking our
country into the twentyfirst century, I am afraid
we will be reaching the twentyfirst century with
the highest number of illiterates in the world,
with th, highest number of unemployed in
the world, with the highest number  of
poverty-stricken people in the world.  If that
shameful experience is to be prevented for our
Motherland the economic policies of thlis
Central Congress (") Government have to be
changed lock, stock and barrel. The
educated unemployed can be utilised to
eradicate illiteracy. Whata shame itis
that we have nearly 3 crore educated
unemployed youth, at the same time we
have more  than 40 crores illiterates in our
country! If We go in for a scientific and proper
planning, these educated unemployed can be
used to eradicate Illiteracy. Through that the
productivity of our country can be increased,
as | hold. This scientific approach iy what is
lacking in the Central Congress @

Government unfortunately. The Cent-tral
Congress ()  Government is more
interested in safeguarding the interests of the
monopoly capitalists, multinational
corporations and land. lords. Ifwe want t,
change the economic condition of our

country, We will have to take ~ fundamental
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Steps totwards implementation of
effective land reforms. No country can

advance to modern era without mea
ningful land reforms. But what is
your practice? The land  reform

enactment passed by West Bengal is stfll
lying with the Central Government without
getting assent. Only after a long drawn battle
after seven years, they could get it ultimately,
once the people of West Bengal hav, proved
that the Left Front Government of West
Bengal is going to stay there. The Central
Government waited for seven years, hoping
that after five years in some way or the other,
this could be subverted and a pro-landlord
government can be brought in there. Once the
Central Congress (I) Government failed in
doing that, thanks to the democratic, mindded
people of West Bengal, they were forced to
give assent after 7 years. No meaningful land
reform has been implemented in any Congress
(D) ruled State. So this shows beyond doubt
that the Central Congress (I) Government
stands to protect the interests of landlords in
our country, to protect the interests of
monopoly houses in our couniry.

THE DEPUTY CHAIRMAN: Please
conclude.

SHE* M. A. BABY; I am conclu. ding.
Madam. Doors are being cpe. ned for
multinational corporations also which are
destabilising the Indian economy. If you open
up your doors for multinational corporations
to penetrate, they can, utilising that
opportunity, very well manoeuvre at the
political level also. We are not denying that.
That danger is also there. How can we
strengthen the security of our country? How
can we defeat the forces of destabilisation
both in the political and economic sphere? We
can do so by standing up against the
machinations of multinational corporations
and their political patrons. This is what is
lacking. Unless you have the political will to
do this, more talk of forces of destabilisation
and foreign hand will be ludicrous; nobody
will take
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notice of that. Madam, while concluding, I
Tartrate our "demand that your eeconomic
policies should be subjected to , thorough
review "and these wrong policies, anti-people
policies, should be changed. If you fail to
change these anti-people economic policies,
these anti-people economic policies will
change you. With this warning I oppose the
Finance Bill. Thank you Madam.

THE DEPUTY CHAIRMAN: Now the
House stands adjourned for lunch and will
meet again at 2.30 P.M.

The House then adjourned fo'r
lunch at thirty-one minutes past on,
of the clock.

The House reassembled after lunch at
thirty-three mlinutes past two of the clock,
[The Vice Chairman (Shri-mati Kanak
Mukherjee) in the Chair.]

THE VICE-CHAIRMAN (SHRI-MATI
KANAK MUKHERJEE): We * continue
the discussion  on the "Finance Bill,
Mr. Jagesh Desai.

SHRI JAGESH DESAI (Maharashtra):
Madam Vice-Chalirman, I rise to support the
Finance Bill, 1987.

Madam, while taking part in the
discussion on the Budget I said what
budget was. At that time I said
that budget reflected the policy and thinking
of the Government. And that policy, as far as
Congress Party is concerned, has been ther,
even before the independence. et. Jawahar-
lalji, Babu Subhash Chandra Bose at that time
had thought of what type of economic policy
should be pursued by our party after the
independence if it would come to power. And
the thrust of the whole policy was that the
development of this country should be on the
basis of planned development, that the plan
should be such that by it we could reduce the
disparities both in wealth and in income, that
the policy should be such that by it we could
give relief of the masses of this country. That
is t'ie basic thrust of our policy. Our
economic policy should be such
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that we can stand on our" own legs. It should
be a policy of self-reliance. That is what was
the thinking of Panditji, when he became the
\Prime Minister of the country. He took se-
veral measures to give shape to the shape to
this policy.

Our economic policy is based on socialism.
Panditji had given to this country the concept
of socialism. He laid its solid foundations.
Amd when Indiraji became Prime Minister,
she enacted several measures to ensure that
financial powers remain ' with the people and
not with the industrialists. Similarly several
such actions were taken by the present
Government and that policy is being pursued.
As 1 said Budget is an annual exercise by
which the Government decides from where we
raise our resources and for what purposes we
should spend. Budget contains only those
proposals. As far as the Finance Bill is
concerned, it gives legal shape to
these.proposals by amending the various Acts
like the Direct Taxes Act Income-tax Act,
Wealth Tax Act, Excise and Customs “cts.
And if new directions are there, then new Acts
are enacted. That is what the Finance Bill
means.

After saying this, I would like t» say that
our economy is on a very sound footing. In
spite of severe floods and - droughts in many
States we expect a bumper crop of 170 million
tonnes this year. As far as the industrial
production is concerned. I don't want to give
figures, bauause I have already given the
figures in my last speech. But I must point out
that the industrial production also this year
w&ll go above 8.5 per cent. Never in the
history of India it has happened. In the last
three years the ./industrial production has
gone up to this extent.

As far as ouV public sector is concerned,
let me make one thing clear. There are three
types of persons. One, those who have in faith
in the public sector; second those who only
pay lip service to the public sector; and the
third those who want that the public sector
should be vibrant,
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heall% and strong, For that purpose they
initiate various measures. 1 fe"i our Prime
Minister comes in the third category. He is
committed to public sector, but he wants that
the public sector should be healthy. He
wants that the public sector should attain
commanding heights. For that purpose I
want to draw the attention of the august
House to three of four measures taken by
this Government after Rajivji came to power.
The first action that was taken was in regard to
the capital gains which is generated by selling
some property. If the proceeds are invested
in the public sector undertakings, that capital
gain is exempt. Never in the past had any
Government given that kind of relief so that the
public sector can get finances. Madam, last year
in the bud. get speech it was mentioned that the
bonds and debentures which are to be
notified and interest on these will be tax-free.
But  unfortunately that was not brought in the
last year. But our Government by
amending the Act they have brought it
forward, and the Lok Sabha has passed it, that
debentures and bonds floated by the public
sector undertakings and which are notified bv
the  Central Government will be tota’v tax-
free. No income tax will be cha'rged, Even the
income from Rs. 50,000 will not attract any tax.
That is why people have subscribed to the
debentures and bonds, This is the second thing
done by the Government.

Th, Finance

Madam, any deposits in the public sector
undertakings will fetch some interest. So this
interest and dividends from the shares will
also be entitled for deduction under section
80L. This is what the Goovernment has done.
Our Gobernment has taken three important
measures to boost the resources of the public
sector to enable them to grow and expand.

Now, Madam,, I would like to give some
facts and figures on public sector
undertakings. Many hon. Members have
criticised the functioning of public secto'r
undertakings. Last
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year | have given these figures but 1 would
like to repeat it again. After our hon. Prime
Minister, Shri Rajiv Gandhi came to power he
has done lot of things fo, further improvement
of the public sector undertakings I am not
saying that we are satisfied The total
investment upto 197;-80 in public sector
undertakings was to the extent of Rs. 15,000
crores and the for last two years, that is, 1984-
85 and 1985-86 the additional investment was
more than R;. 15,000 crores. That means
whatever the amount was invested upto 1979-
80, we could achieve it in just two years.

Madam, as on 31-3-1986 the total in-
vestment on public sector underta kings is
about Rs. 51,000 crores and by the end of this
year we may reach the figure of Rs. 60,000
crores. That means it is four times higher than
what it was some six years back. This is what
our Government has done. That is why our
Government is trying to give as much
resources as possible to the public sector.

So far as profits are concerned for the year
1985-86, it was Rs. 2,200 crores pre-tax. In 1978-
79 it was only Rs. 225 crores. This has become
possible because many industries which were in
losses are now making profits. Now, there will be
a better control regarding inventories, working
hours, etc. so that our public sector can make
much headway. I will not bo surprised within
five years if our | public sector undertakings
generate resources which are required by the
country. In course of time the dream of public
sector attaining the commanding heights will be
fulfilled.

In 1979 80 the total resources mobilised by
the public sector was to the extent of Rs. 2,200
crores and in 1985-86 it has gone up by more
than Rs. 800K crores. This is the contribution
of the public sector. But still I feel that the
public sector should improve upon itse.f For
this purpose, I would like to make some
suggestions so that the Government can look
into it and find out what they can do about it.
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Madam, I  believe strongly in the concept
of holding companies. Every industries in
public sector should be brough'. under one
holding company of that type and that
holding company will be responsible to
oversee the working of these industries and
it should not interfere in the units of othe-
undertakings under the holding company. And
a  holding company will have to deal
directly with th, Government regarding
finance and  general policy  guidelines.
Ifthis is done, Ican say time
waste can be  avoided. When you
have to import, there are so many channels
and there is a lot of delay. When they get
the ra,, material, by that fme if the orde. o
not executed, they will lose  the orders.
That is why for financial decentralisation
and for  better efficiency there should be the
concept of a holding company. At present
we have started one. I would say in the
course of three, four, five years all the public
sector  undertakings must be brought under
one holding company and that will definitely
improve the working of the units under that
holding company. Regarding financial
institutions I am very mucn astonished to find
a new phenomenon. Some kind or the other of
an organisation is floated every now and then.
Today we have the Industrial Finance
Corporation, we have the IDBI, we have the
ICICT and now the Reconstruction
Corporation. Why do you want to have
four, five, organisations? I do not
understand. Why do you want five white
elephants when you can do with one? Why
not bring all of them together under one?
Most of them have been brought into
existence after nationalisation Of banks. So
I feel very strongly that we should abolish
all these or merge all of these into  one so
that they can get credit from foreign countries.
I can understand if that is what is required.
But this duplication, this multiplicity, of
work should be avoided. =~ When we want to
be cost conscious, we must do *way with all of
them.
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Then, only a technocrat should be the
executive officer, and not other. We should
have watch-dog committees and the watch-
dog committees should consist Of experts.
There may b, a financial expert, there may be
> technical expert or a, economic expert or it
can be a social worker who knows th, feeling
of the people, to assess and advise what kind
of goods should be manufactured. There
should be a watch-dog corT'iiiittee for each
industry—ona watch-dog committee for steel,
one for cement, one for pharmaceuticals, and
so on. They should go and discuss with
workers and management, not just sit in
airconditioned ruoins in Parliament House.
They should go out and see how the units are
working, what their difficulties are, what their
deficiencies are, and see that those difficulties
and deficiencies are corrected. These are my
suggestions for improvement jf the public
sector. I am happy to see thai ordnance
factories are being expanded. I have seen the
workers there. Their production has gone up
xrom 36000 to 72000 within the course of
these three or four years. There is discipline.
There is hard work. That is why J say,
Madam, we are committed to providing more
resources from wherever they are found, for
public sector and improving i* and making it
a vibrant and healthy public sector ia
developing our country.

As regards allocations, as regards plan
allocations, for public sector this year the
public sector is given Rs. 39000 crores. It has
been increased by about 22 pe, cent. That is
why I say our Government is committed to
public sector. I am SuM the honourable
Members who have some doubts will
appreciate that this Government iy committed
to public sector and is giving all help to th«
public sector.

My next point is there is a demand from
our friends of the oppositio* that resources
given to the States arc not adequate or that
there is som* kind of injustice done to them.
Tta
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this purpose I woud like to place some
facts and figures for their kind con-
sideration. Madam, with regard to
assistance to the State Plans, in tne Budget
Estimates fo, 1986-87, it was Rs. 7,378
crores and, in 1987-88, it has gone up to
Rs. 8,754 crores.  As regaids the Plans
which are to oe given som, budgetary
support, in the year 1986-87, it was 35 per
cent  of the total, to the States, and
the budgetary support in 1987-88 is 3
7 per cent which means an increase of two

per cent. In the year 1986-87, the
budgetary support was to the tune of
Rs. 20,673 crores and, in 1987-88, it

is Rs. 23,250 crores which means an
increase of Rs. 2,577 crores in one year.
That means that the increase is more
than 12.5 per cent. Out of this, the non-
Plan grants in the year 1986-87
amounted to Rs. 1.790 crores and, in the
year 1987-88, it is Rs. 1,876 crores which
means an addition of about Rs. 100
crores. witn regard to the grants for the
Centrally sponsored schemes, in 1986-87,
it was Rs. 3,035 crores and, in th, year
1987-88, it ig Rs. 3,517 crores, which
means that is the rise is of the order  of
Rs. 500 crores. Then, Central assis-
tance for States and Union territories'
plans amounted to Rs. 2,704 crores in
1986-87 and, i, th, year 1987-88, it is
Rs. 3,333 crores. Then the total
amount given by way of non-Plan grants
and grants for the  Centrally sponsored
Plans wag; Rs. 7,579 crores in 1986-87
and, in the yea, 1987-88, it is Rs. 8,726
crores which meany an increase of Rs.
1,197 crores, that is, an increase of 16
per cent. You may say that it is because
of inflation and all that. Elven if you give
eight percent fo, that even then, in real
terms, the allocation is more by eight per

cent. 1 think thatthisi;,  what could
have been given by the Central
Government and they have given

that. But on one point I would like to
plead with the Finance Minister and it
is about small savings.  Till 1.4.86, 66
pe; cent of the small savings were given to
the States by way of loans. But, from
1.4.86, you have changed the scheme
to some extent

[6 MAY 1987 ]

Bill, 1987 326

cttid it is like that. Forty per cent ot the
small saving are to be deposited in the
Central Government's special deposit
schemes and the reason given is that it is
fo, giving a better return to the employees
by way of interest. If yo, want to give
more to the employees—we all demaad
that—I do not think that it was necessary
fo, you to stipulate tha» 40 per cent of the
small savings should be in the Centre's
special deposit because th, deposits under
these schemes you are not giving to the
States and you are not gwmg the States
their share. That is why I say that instead
of doing this, you can say that they can
put in the sus. or seven National Savings
Certificates on which 12 per cent interest
is given and they will get 12 per cent. But,
by not doing this, you are only denying
the States their due share. I would,
therefore, earnestly request the Govern-
ment to reconsider this and the scheme as
it was before 1.4.86 should be given effect
to, that is, whatever is collected by way of
small savings, 66 per cent of that should
be given to the States. I will go even
further and say—because I am , Memoer
of the Rajya Sabha, I must see to the
interests of the States—that I am con-
vinced that so far as small savings are
concerned, even 100 per cent of the
collections can be given to the Stste; so
that they can find their own resources. As
regards the other allocation given, I think
it is quite adequate and just. But this part
you have to look into so that thia
imbalance can b, removed.

Madam, as regards the tax evaders and
others, the policy of this Government is
clear-cut. This Government Is committed
to root out corruption, to root out illegal
evasion of tax. Madam, our Prime
Minister has committed to the people
through our manifesto that we will take
harsh action against these tax evaders and
we lhall make all efforts to bring out the
black money and we shall not tolerate
these activities of the big business or
small, whosoever they be. Thi; waa
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u, commitment, and these were the
instructions of our Prime Minister. This is
our accepted policy. And in pursuance of that
the ex-Finance Minister took several actions
and did a rery commendable work.  But
this Was in pursuance of the policy of the
Government. This was in tune with the
thinking of the Prime Minister. And that
policy is clear-cut. If I were the Minister
I would do the same thing what Mr. V. P.
Singh has done. If somebody else is there
he would do the same thing, because this is the
policy of the Government. And that policy is
continuing. ~ Still we are seeing daily reports
in the Press that big houses are being raided.
Madam, I will give th, figures about raids, etc.,
a little later. What I would like to
emphasize is that this is the policy of our party.
We want to root out corruption. And we
also fight for that. There cannot be two
opinions about that. That is why, Madam,
I take this opportunity to ask the hon. Members
on the Opposition that let us work as one
man for rooting out corruption, to bring
out the black money, and let ug fight together.
Itis no use levelling charges against
anybody without foundation. That should
stop.  This is a time when some forces are
engaged in destabilising the country. There

are forces to weaken our country and they just
want to see that this kind of situation arises in
this country. We should not fall a prey to that
kind of situation. Madam, that is why we are
ell one in this, we are all one to fight
corruption. We want to see that black money,
wherever it may be”—it may be in India or it
may be in foreign countries—is brought back.
A; regards, the amnesty scheme about FERA,
Madam, I would request the hon. Minister—if
it successful or not I will not be able to judge
it— that if you feel that really not much has
been done then we have to find out some
ways and mean, through which we can bring
the foreign exchange that is lying in foreign
co-
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services of the country. And I would like to
go a step further and say that these economic
offenders, according to me, ar, not less than
murderers, and so whatever heavier
punishment can be given must be given to
them so that all will behave properly so that it
is made available to the Government, because
after all thes, resources collected are going to
be utilized for the betterment of the common
man of this country. For that purpose we all
should fight as one man. This is my request to
the hon. Member in the Opposition.

Madam, as regards sick industries, why do
these industries become sick? What are the
reasons and what actions can we propose?
Madam, one of the reasons for this sickness—
one of the reasons—is that the financial in-
stitutions are allowed to appoint Directors to
these industries where they contribute by way
of share equity or they are given loans. They 3
P.M. are given powers to appoint the Directors.
In some cases, we have found that they can
appoint 3 or 4 or even 5 Directors. But they
have failed to appoint even one Director. I
would urge upon the Government that if they
want that these industries should not go sick,
then whatever rights have been given to them
by the loan agreement with the company must
be enjoyed and they must appoint full quota of
Directors. The Directors should be such as
know the technical details, costing and
business management. If all such Directors are
appointed on the Board of Managament, I do
not think the private Management will be able
to challenge. It is not being done. That is why
our industries are sick. First of all, I would
request the Govern, ment to see that whatever
quote or right is there for the appointment of
Directors in the companies where you are
giving equity or loans, then you must fulfil
that quota completely. If this is done, then I
am sure that the siphoning off of funds to
industries where they have got higher returns
will stop.  You will be able to check
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that. Therefore, my suggestion to th,
Government is to see to it and to instruct all
the persons concerned to see that they appoint
the full quota of Directors. I am surprised to
find that out of 4000 crores of rupees of
advances are locked up in the sick industries.
Out of this amount, more than Rs. 3000 crores
are locked up in the big industries. Some of
them are MRTP companies also. At least we
can do this much that when any money is
locked up in one of the MRTP companies,
then the recovery should be done from any
one of the industries belonging to the same
group. The MRTP companies have also
become sick and the people's money is locked
there.

THE VICE-CHAIRMAN (SHRI-MATI
KANAK MUKHERIJEE): You have already
taken half an hour. If you don't conclude, the
other Members )i your party will not get a
chance to speak.

SHRI JAGESH DESAI: Madam, I will
touch some of the points. In cases where the
total investment of the financial institutions
exceeds or in more than 50 or 60 per cent,
then you should decide that the audit of those
companies will be done by the Comptroller
and Auditor General °f India and their report
should be placed before the Parliament and we
should have a right to discuss it after it has
been placed on the Table of the House. Eighty
per cent of the people's money is invested
there. That is why the people have a right to
discuss the accounts. All the accounts should
be audited by the Comptroller and Auditor
General of India as is being done in the case of
public sector undertakings. If this is done,
things will improve.

Regarding Income-Tax, I want to make a few
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points. I take my figures from the Annual Report
of the Ministry of Finance. "During the financial
year 1986-87, 12 groups of large industrial
houses are being overseen by the Department in
addition to the cases °f multi-national companies
and 4 foreign companies.
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The groups overseen by the directorate are
Birla, Bajaj, Chowgulale, Chidambaram, ITC,
Modi, Mafatlal, Mahindra and Mahindra,
Reliance' Sarabhai, Sriram and Thapar." In
1984-85, this Directorate had overseen the
cases of 238 companies.

Additions yer, made to the tune of Rs. 212
crores. It means, on an average it comes
to Rs. 1 crore. And the tax collected was Rs.
120-crores. In 1985-86, 205 such companies
Were overseen. Additions, that means,
concealed income found was to the extent
of Rs. 222 crores and the tax collected was
Rs. 124 crores. If it can happen, if such a
big amount has been concealed by only
these companies, what would be the position
in the case of others? That is why I
request the hon. Minister that you give
this Department  more hands. Why do
j'eu oversee only these 220 companies,
why mnot all those companies whose
equity is more thanRs. 5 crores? They
should not only be overseen, but must be
seen into details. There may be something
more. If by overseeing they have found this
much in the case of these companies, what
would have been found by overseeing
the other companies also? That is why this
disturbing trend is there.  Our corporate
tax is  not increasing as it has been done in
the case of direct taxes.  Direct tax has
increased by about Rs. 1,000 crores. But the
corporate tax has increased only marginal.
I feel that if this Department is
strengthened, then I am sure your revenue will
g° up by not less than Rs. 2,000 crores if all
those companies having more than Rs. 5
ctores cf equity are overseen and gone
into in detail. That is why I welcome your
scheme that you want to accept the returns
and you want to have a thorough scrutiny on
some returns. And those companies whose
equity is more than Rs. 5 crores should all be
scrutinised properly so that we can get our
dues.

Another point [ want' to mention is about
arrears. The number of income-



331 the Finance

[Shri Jagesh Desai]

tax assessees fo, demands of more than Rs.
10 lakhsis 2,232 as  on 31-3-1986. And
the amount of arrears Is Rs. 1,374 crores. And
out of that, the number of those who have to
pay over one crore of rupees is 241, and an
amount of Rs. 819.60 crores is to be collected
from them. Another disturbing trend is that as
on 31-3-1985 the arrears demand was for Rs.
277 crores.  On 31-3-1986, the arrears
demand was for Rs. 513 crores. That means, we
have not been able to do much. That is why
we have to take earnest steps to see that we
collect our dues from these people. These
are all b’g sharks. You must start charging
heavy interest to them. Then only they will
come to their senses. Otherwise, they will only
go to the courts and they will get stay orders.
In case the Department wins the case, from the
date it becomes an arrear, 84 per cent interest
should be charged. Before going in for an
appeal they will  give it. Otherwise, they
will have to pay 24 per cent of interest If this is
done, this kind of thing can be avoided.

Madam, now I would like to refer to the
amendments which have been proposed by the
Finance Bill. I fully mwelcome the proposals
which our Finance Minister and Prime
Minister has brought, specially about 194E, I
am very happy. Otherwise, Madam, small
scale industries would have been put to a
hardship. I had discussions with the hon.
Finance Minister about this and I had held that
there should be some kind of relaxation. But I
am happv that the whole section has been
abolished. Though you have done it, I still feel
that we have to some extent reconsider it. Mv
suggestion is like this: Let the Government
examine it. Instead of 5 Per cent, it should be 1
ner cent on the sales made to the public sector
undertakings. To that extent, they will have to
pay tax. When you come next, this proposal
can be verified. But this was so harash that you
had
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no option but to abolish it.  But wt can
rationalise it.

Secondly, regarding 30 per cent tax on no-
tax companies, it is a good amendment. At
least the losses have to be allowed. That
should be the principle and according to the
principles of taxation that is a good step you
have taken. One thing more I would like to
say about direct taxation. I do not want to
discuss much. But regarding the exemption
limit I want to say one thing.

Our Prime Minister was replying to the
debate in the other House. I was listening to it.
His argument is quite logical. When the
average income of a househould is Rs. 1500,
the exemption limit this is twelve times. That
is a very logical argument. And he said that as
regards employees the standard deduction is
of Rs. 10,000. But one thing is missing in that
and and I would like the Government to
consider that thing, may be now or may be
later. Employees are  only one seel ion of
the assessees. I would urge upon the Minister
that those who work with their personal labour,
businessmen, professionals, they are not
getting the benefit of standard deduction
because they are not on salary basis. 1 would
suggest that you can have a limit, sa, that those
who are having not more than Rs. 30.000 they
only will be given this benefit because others
can afford it. I want to take the side of the
small assessees having Rs.  30.000 annual
income and if the income is from business or
profession, thev should be given 20 per
cent deduction of business income; say my
jnrnme is Rs 30 000 income and out of that Rs
20.000 is from business. So, 20 per cev-t of that
means Rs. 4.000. This much should be
granted to me hv way of deduction. Tf this is
done one of those types of assessees who are
not covered at the present moment, will be
covered because it is also necessary that
small assessees should not be put to much loss.
And that is why I suggest that in case of
business or profession if the total income is
not more than  Rs. 30,000 then the
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earned income relief of 20 per cent of the
business or professional income should be
given by way of deduction. If this is done,
those who are not getting this benefit and
those who are in the lower income group they
will also get this benefit.

As i-egards the other amendments I would
only like to say one thing and that is thaj; tax
laws should be such where there is no room for
avoidance of taxes. As one judgement has Put
it, avoidance of taxes is nothing but evasion of
taxes and that is what the Supreme Court has
said. And that is why when you have reduced
the rate, we have to see how we can plug the
loopholes and I am sure that you are coming
soon  with the Direct Taxes Amendment Bill.
You should take care to see that there is no
avoidance of taxes. I will give you one exam-
ple. There is one family in Ahmeda-bad
which has  about two thousand trusts
constituted in the names of his family
members and after all the names were
exhausted,  they have given prefixes like A,
B, C etc. This is how they want to divide the
income and that is why we have to plug all the
loopholes. Similarly, there is a demand by
some that gift taxes should be abolished. I
would urge upon the Minister that we should
not abolish the Gift Tax at all because this
is also a device of dividing your income and
wealth. But if you want to abolish tne gift
tax then we have to see that no one gets the
benefit of d'vidinsr wealth and income by
this method. And that is why in such
cases the income of those assessees
should be taxed in the hands of the person
who has given the gift. If this js done,
then this kind of looohole will be plugged and
it will curb the tendencv to partition the wealth
and income like that. Ifthis is done, I have
a feeling that you mav get more revenue
because bv this method, by this kind of a
device, the restriction on dividing your income
and wealth will ho removed But if vou f«»el
that it has to be abolished. T was eiven an
assurance by the Minister earlier that it will not
be done because Estate

Duty Act has been abolished, in that case I
would request the hon. Minister to see that the
Estate Duty Act is again revived instead of
abolition of !. ,, x'ax, and I continue to hold
the sam, views that eastate Duty should be
revived. With these words I support this
amending Bill.

I want to say one or two points on
Defence, and shall take a few minutes only.
As regards our Defence allocations, they ar,
about Rs. 12,000

i odd crores. On Research and Development, in
1961-62, only Rs. 3 crore were spent and in
1987-88 Budget, we have an allocation of Rs.
656 crore.

]

i [The Vice-Chairman, (Shri H. Hanumanthappa)
i, the Chair]

Thanks to late V. K. Krishna Me-non. It was
he who started Defence laboratories in the
country and we have now a solid foundation of
Defence industry in our country. I was vei-"
hanpy to read in the newspapers that Cabinet has
decided that the statue of late V. K. Krishna
Menon will be installed just near the Sena Bha-
van. I congratulate the Government for this
decision. This is the time when we should
remember late V. K. Krishna Menon who had
made solid foundations of our Defence industry
in this country and this is true tribute to such a
great man. [ will be happy if our Prime Minister
himself will come and unveil the statue of late V.
K. Krishna Menon and I am sure this House will
also affi"e. I I know some of them mav not be !
cause he wanted to build the nubile sector. I
know. I was there; I have seen those times.

With these words. T sunnnrt the B'll and
consratu'ate the Pr'm® Mhv 5ct<"- for takinn
this eood decision. Tharik you.

SHRI G SWAMY  SWAMINATHAN
Tamil Nadii"! : sir the preveous speaker. Shri
Jaffe<jh D"ai. w« so absorbed in his speech
most prohably
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he did not take note that you have occupied
the Chair and he ha; been addressing you as
Madam Chairman. We have all been enjoying
his very good speech. He spoke for almost 50
minutes and expressed his views and so we
also crave your indulgence that the Members
of the Oppositon may also be given a
considerable time so that we may meet th,
several points h. has brought about;
otherwise, we may not be able to do justice to
the task of meeting t'ne points raised by the
previous speaker.

He raised many points and in between he
also mentioned several times that if he were to
be the M'nister, he will be doing this or that. I
am told that Shri Jagesh Desai was the Fin-
ance Minister of Maharas'h*ra and naturally
with all the capability of an ex-Finance
Minister of a State, he also spoke here. We
would be happy if one day he becomes a
Minister with Finance or any other portfolio
so that h, may be abl, to produce the results .

The main points that were discussed this
morning by the Opposition Member from the
Marxist Party Mr. Baby, and also our
illustrious Member, Mr. Jagesh Desai, on the
Finance B'll were generally on the Budget,
and most of the time was spent on Budget and
on'y the last part of the speech was devoted to
Finance Bill. So. I think, I can also follow
their able foo'steps and say a few words on
the Budget and then follow it wv with
observations on the Finance Bill. The other
day, when the hon. Prime Min'ster who is
also the Finance Minister was speaking in the
Lok Sabha, he said that the Finance Bm
cannot he separated from the Budget. This is
because the philosophy and the po'Hcies
underlying the Bud get are reflected in the
Finance BHI1 Th°refore. unless we touch
upon the Budset. we will not be able to
express cur views on the Finance Bill. As ¢
said, I will first say a few words or
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the Budget and the, express my views on the
Finance Bill.

The first and the most important point I would
like to reier to is aea-cit financing and inflation.
Previously, when I had an opportunity lo
speak here, when a paper was be.ng laid on the
Table of fne House by the then Finance
Minister, Snri V. P. Singh, I said that it was not
advisable for the Government to have such a
huge deficit because it may lead  to inflation.
At that time, it was said by the then Finance
Minister and it was informed subsequently
during fne Budget discussion by no less a
person than Shri L. K. Jha-that is not advisable
to equate deficit with inflation, as if deficit has
nothing to do with inflation.  Here, I would
like to bring to th, notice of the Government that
members of the Opposition and the general
public are very much exercised over this
huge deficit of over Rs 8,000 crores last year
and over Rs. 5,000 crores in this Budget.
I think, this deficit may  escalate to more
than Rs. 10,000 crores by  the time the year is
over. Nobody needs any Financial acumen to
say that the main reason for inflation is the incre-
asing rtestort to deficit financing by the
Government.  Otherwise,  what is the reason
that the value of the rupee is going down?
Compared to 1961 when the value was one
rupee, I now it is 14.5 paise. ~ Why is it so?
There should be some reason for it. Why has the
purchasing power of the people gone so bad?
This is mainly because of this fiscal and
monetary policies followed by the Government of
India. The State Governments cannot be
accused because they do not have any hand in
the policy-making.  This is because of the way
in which the Budgets are prepared, the way in
which Plan funds ar*» ,!'o™at-ed and th, way in
which dteflei* financing is being restorted to all
these years.

Sir. T would also like to mentions here
that it is not as if the deficit is
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only Rs. 5,000 crores odd. I would like to
refer here to the observations of the
Committee to review toe working of the
monetary system, the  Cha-kravarty
Committee. They have observed;

"the budgetary deficit as delined at
present doe, not reveal the full extent of the
Governments reliance on Reserve Bank
credit. Th-s results mainly from the
exclusion of Reserve Bank's holdings of
dated securities from the present concept of
the Centre's budgetary deficit. The
Committee had recommended that the
budgetary deficit should include the entire
RBI credit to the Government."

This means, the deficit is not the one which is
projected but it shou'd be much more as per
the observations of the Chakravarty
Committee. Therefore, it is very necessary
that the Government should be very careful
about deficit financing. 1 would also like to
bring to the notice of the Government some
of the observations made by eminent
economists. For example, on. senior
professor of the Delhi School of Economics
says:

"Econonrsts have pointed out— L. K.
Jha for instance—that the relationship
betwewen deficit and inflation is not a
direct one. But we must not start belittling
the role of deficits in inflation altogether.
The fact that you cannot, from the level of
deficits, immediately use a formula and say
that fn's is going to be the level of inflation
does not mean that there is no connection
between the two."

Another professor of the Jawaharlal Nehru
University says;

"A large uncovered deficit is likely to
have two consequences—it may have
inflationary effects on the economy and
also affect the trad? deficit."

I would also like to point out here what the
former Union Finance Minister, Shri C
Subramaniam, has
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said. Immediately after the Budget was
presented, he said:

"Though he did not sound so,
Subramaniam was easily the most hard-
hitting among the four on dencit
nnancing and defence spending. He was
not obviously .mp rtssed with the arguments
of I'm ance Ministers that in spite of iarg
deficits during the last few years the price
factor has not gone out ot control. There
must be alaststraw on the camel's
back, hesa.d."

Thxp level of deficit adding up to Rs 15000
crores for 1986-87 and 1987-88 i.annot be
sustained continuously unles; the efficiency of
the economy improves and gets reflected in
increased productivity. This is what he said at
Madras. Ultimately, we have to be very clear
that the deficit financing will produce
inflation and inflation will trigger on the cost
of 1'ving and ultimately the people in Liriia
may have to suffer.

On the argument that the wholesale price
index is oniy 8.4 per cent aid wnat the
opposition Members have said that it will go
to two digits iima.ion, 1 may say toat the
infiaio fiafy rate in the advanced countries and
in developing countries has to be looked into
in a different manner. In an advanced country
where the per capita income is so high, where
a person is earning something like Rs, 1 lakh
and the wholesale price index goes up by 8 per
cent, he may lose only Rs. 8000, but for an
ordinary or middle man whose earning in a
developing country is haraly Rs. 1000 per
month, the deficit of about Rs. 80 to 100 per
month will be quite a big amount for him. So,
the wholesale price in an underdeveloped
country has t, be monitored very carefully.
Inflation may be high in some countries. As
compared to those countries, inflationary rate
in India may not be so high, but it cannot be
taken as a reason that India can afford to have
an inflationary economy, ,,j the wholesale
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price ingex relamned at g level of
o0 per ceal way pe al good tor
luan economy. [ am pot ame Lo
uuverstand tnat dencit nonencng wall
wigger up our Plan eiforts ang will
sis0 puprove the effictency of the
cconomy. That may be up to a
Ccaeldain it put whaen e Lguilat,
getg increased, it may have g great
ciect at one point gr the other. I
know, during Janatg rule over @
period of years there was deficit
firancing and when it al] came dawn
to the Charan Singh's period, the
whole thing started boomranging.
S0, I only warn the Government that
such a situation should not be allow-
cd to come by taking recourse to
arguments that deficit financing will
have nothing to do with inflation.
The next point is that there are
three-four areas where the Govern-
ment has not done mueh and which
need to be looked into carefully. Cre
is the huge area of defence spending.
Another iz gubsidies and Government
expenditure and interest payments.
On all these four areas we have been
talking much. Shri Subramaniam
bag already said regarding defence
spending. He has warned that it is
not as if defence spending is <ome-
thing like a sacred cow and on which
nobody need talk anything about it
because even on defence spending
much prudence can be exercised, and
much spending can bhe cut down.
Subramaniam was eritical of the ten-
dencv to treat defence spendine as
gacred cow ahout which no ouestion
shonld he acked. Nabndy anestions
the nriarite acrardes tn the defernce
of tha countrv. he enid. bt we have
a right ta 1ont- Intn the rast effartive-
nags ~f Aefanca enandiea Panpling
thﬁ etiide af Pahart MaNamnarn whan
ha wae tha TTQ Qannatagesr af Tafonea,
he eaid WeNamarg san'd pentinaanely
eut rnsg withant in ane way o= 4
ine tha defonca panahilitia. ~f the
TID T wanla 1L, $4 rarammend *hig
rartirnlas pavraseanh 44 $ths ahraseg-
tinn nf tha Prime Minicter and we
have tg see that some relationehin
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is lnere between the budget and
ueience spenaing, ‘Lhe tume has
come thalt we have lto look tg the
wreign  poucy. It should be such
thiat we may nol be forced io have
m0.e and More defence spendings.
1 coulyg see US arming Pakistan more
and more. A time will come when
India will have to speng guile a
ol on defence spending. If this is
going to escalate over a period of
years, India may have to spend at
least 50 per cent of the whole reve-
nue on defence alone. Even now
what is happening is that we are
spending Rs. 7000 croreg more than
our revenue. So, our foreign policy
shoulg be carefully monitored to see
thet our defence spending is not to
that extent that Indig wil] not be
#ble to afford and also gee that we
monitor our expenditure on defence
spending without lowering our capa-
cities, that we alsg lower our ex-
penses on this item. Regarding sub.
sidies, much hag been saiq but nothing
has been done over a periog of time.
Over g period of three to four years
cn food subsidy we have to spend
unearly Rs. 1750 croreg or whatever
it 1s. FCI fooq stockg are increasing.
Suppose Wwe are going to have a
bumper year, then the stocks will go
on increasing. My own feeling is
that this policy of food stocks and
the accumulation of foog stocks has
come to us over a period of ten or
fifteen years whep India was in an
unhappy situaiion of scarcily, when
we wanted food to be monitored pro-
perly so that it cou'q be distributed
at a particular time of distress, Ulti-
mately what is now happening in
India is we have enough of food sup-
plies every where and 1 don’t think
the came kind of policy should be
continued over a periog of years,
when we are now groaning under
surpluses and we have to spend a
lot of money on procurement of
paddy, rice and foodgrains. So I
woulg reauest the Government to
think of relaxing thic policy. It
should have an open policy regard-
ing food supplies. Wherever the food
graing may be, the stocks will not
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vanish ultimately. If we closely monitor it
at the level of merchants . and stockists,
wnatever stocks are there in India have to be in
India; it cannot  go out of India. It may be,
insiea, of being in FCI goaowns, will be witn the
merchants, it may be with the stockists it may be
with the growers, it may be with the consumers,
Ultimately the whole s*ock is being unnecessarily
carried over at one or several places, with lot
of losses. It can be allowed to be distributed
over aperiod of time w;th a lot of people all over
the country. Then those  people  will  be
nvre careful about all these foodgrains a. d
nothing will happen. Ultimately we need a
certain small portion of ‘.he foodgrains for our
country's n"»ds and th, people's needs. I think
we have to very .arefully look into this policy.
There is "o point going 'n with this because in
food subsidies we are losing a lot of  money
and we are doing nothing about it. ~ We are
talking much  about it, and not doing anything
about it.

About Government expenditure, much has
been said about it.  Last year during  the
discussion on the long-term Fiscal Policy of
the previous Finance Minister also, it was
discussed. Government expendit-ire is
growing. It is not as if people are talking
about it for the first time. Various
Commissions have tal'fd about it.
Variouy;  Administrative Reform Commissions,
including Hanu. manthaiya Commission, hav,
reported on Government spending and we have
been talking about it over a period of years.
Still Government is spending more and
increasing its  spending.  According to
Parkinson's Law, whenever somebody is going
to be put in a particular place, naturally he has
to go on spending to see that he should
have at least two clerks, three clerks, another
manager and a whole block of officers.  If
you have one man, you have a big family of
people all around  in the Government dep-
artment. He wants to sustain himself; he
wants to be powerful. The
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more the money he gets allocated, Uie more
powenui he becomes. More the numoer 01
officers he has under mm, tne more poweriul he
is in office hierarchy. Ultimately it goes
contrary to Goveinment expectations. Every
officer i3 creating his own biock of officers,
hij own expenditure and i" the next allotment he
should need more allotment, otherwise he is
not in favour of Government. If Jast year I had
about 10 lakh of rupees from the
Government, this year at least I should have 15
lakh irom the Government; otherwise my pull
with the Government, my Dull with Secretary,
my pull with the other man is not so much.
At least to compete with the other people and
to show that he is a greater man, at least t,
compete and show that he has got a better pull
with other people, he should  get better
allotment  for his department.  That kind of
situation is escalating. There is no point in
talking about the policy and philosophy.  Th,
only wa, to cut down cost, as per Parkinson's
Law, is you cut the money that you give him.
Suppose you get Rs. 36,000 crores, if you
spend within Rs. 36,000, then ycu have a certain
money and within that money only you can
allocate to the department.  You tell them,
you can spend only that much money. "I will not
give more money". When you giv, them more
money and ask them, "how  to reduce it?",
nobody will be able to show how to reduce it.
They will al] be calculating and showing some
reduction and after two or three months you
will  fnd the old cost  going up to th, “ame
level as it had been before. If you a”“ocate an
amount and say, "you hav, to live
wittv", this budget", that is the only wav of
cutting d*wn rcFt, whether A is in industry e- in
Government or any o'her management.
Once you give the money and beo-n
talk'ng and arguing about it, nobodv will Jjk.
tosav. "I "ancut the cost here". He can rut
a verv small amount an” ultimately the
whole amount will escalate three months  later.
When you begin
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monitoring the whole situation, you find again
the cost hag gon, up. It will be go-ng up i"Ke
mat. There " no point in talking about it I leel
that the Government has to see that something
or the other is being done

Again, the interest payment iitua. tion is
becoming very alarming. As somebody said,
Government is going trito a debt trap. I do not
want to call it that. I do not want to alarm the
Government. The Governm nt says they are in
a very fine economic position. They are very
happ, about it. If the Government is happy, I
am also happy about it. But the only point that
I would like to say is, we cannot be going on
borrowing ,nd spending because ultimately
what is happening is, nearly 20 per cent of our
revenues are going for these repayments and
going towards interest. And how far will we
be able to borrow and hew far will w, be abl,
to pa, interest? So, the more you borrow from
people by any kind of savings method that you
can adumbrate, wha'ever it may be, whether
internal borrowing or outside borrowing, you
are going to be in trouble. By borrowing more
and more you will not be able to finance more
and more of the Plan. Ultimately what i going
to happen is, you do not have much money in
your hand. Even the Government of India
finances ar. not elastic. They are -elastic
compared to the State Government finances.
Th, State finance? are not elastic. But
ultimately the finance? of the Government of
India also are not so elastic as to be capable of
having an, kind of +axes and any kin" of
amount bein<? got from the Dubiic. Tt is not
nossible. So. T would ?a,, th*t uUimatplv it is
very necessary for the Government also to be
very carpfnl regarding loans, both internal an®
outside th= country, so that thev mav not get
into more and more pro-blem<3 because, over
a period of years
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I find that the percentage of repayment and
interest to parties is esca lating and it has got
an upward trend.

Regarding a point that has been said by Mr.
Jagesh Desai, this was raised in th, Lok Sabha
also and I may say a f°w words on that point-
He said tha, States have bee, feeling

I that not much of money is being givea to the

States and States are at the mercy of the
Centre. That has been an argument that ha
been put forth, during the last many years
both in the State Legislatures, the Lok Sabha
and the Rajya Sabha. Ultimately, 1 think, the
Prime Minister even said in the Lok Sabha,
when one Opposition Member spoke in the
Lok Sabba, "I thought this question will be
taken up by Rajya Sabha. Why are you taking
it up in the Lok Sabha? You are elected to th,
Lok Sabha but they are there 1o safeguard the
interests of the States". A has been expected
by the Prime Minister, I may also like to say a
few points on this. Our honourable friend, Mr.
Jagesh Desai, said that ove, a period of years
the Government of India has been giving
money and it has been giving more and mor,
money to the States. The Government of India
is getting more and more money during “he
budget. Every year the budget of the Govern-
ment of India is going UD. Naturally, the
allotment of the Government of

' India also is going up because "he pool is there
from which we share the resources and you
levy dutie, like income tax, etc. So, th, more
you get the more you have to give and, na-
turally, the States will get more. But "hat does
not mean that the States do not hav. any
grievances. The m?in problem is, the States
have to look after the interests of the people
in the States. They do not have enough liquid
finances and there is no stabilitv in their
finances. Many of the Stages are going every
year, a» you will find, in deficit and thev have
to borrow money from the Reserve Bank. So,
ultimately we havet, giv. away



345 Th, Finance

somewhere near Rs. 1628 crores towards loan
disbursements fo, their withdrawals from the
Reserv, Bank. So, unless the federal finances
are put an a sound footing where the States
need not go with a begging bowl to tne
Centre, here th, States will be able to manage
their own affairs, the States also will not be-
come responsible in their financial affairs.
When they feel that they need not tax the
people, when they can indefinitely go on with
deficit, and when the, go in deficit they will
go to the Reserve Bank and draw, and
ultimately what you will do is — you will
somehow or other wipe away the whole thing
and giv, moratorium for them to Pay off. It
has been happening over a period of years.
Ultimately the State Governments will not
have an, responsibility over their finances.
*So, it is high time the States-Centre
relationship is put on prope, footing.

Our honourable friend, Shri Jagesh Desai.
has been saying that under Plan funds you
have been giving so much to the States — as
if it is the mo ley of the Central Government.
The money of the Central Government is
coming from the States and it is money
belonging to the States and the Centre.
Ultimately grants-in-aid are given by the
Government of India to the various State
Government;; under article 282. Article 282 is
a miscellaneous provision. It is not a
provision intended fo, the Central
Government to give huge grants. It is only a
grant for floods, it is a grant for drought, it is
a grant; *°r small things. But, ultimately, over
a period of time what hag happened is, the
Planning Commission has taken upon itself
the policy of disbursement between the States
and the Centre from the Finance Commission.
Now the allotment of the Finance
Commission is only 20 or 26 per cent and it is
not more than 30 pe, cent. The allotment by
the Centr, goes ;omewhere near 70 ner cent
under article 282. Article 282 was not
originally intended for this and it is not
necessary for the Government of India to give
sC
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much for disbursement under Plan funds because
wher, you are giving under Plan funds, most of
the subjects are owned by the States and they
come under thei, List. They have to look forward
to you for money because you have got the purse
with you and we have to come to you for
everything. And when you like it you give and
when you do not like you will not give. There is
n° permanent policy. So, I -would say, like the
Australian Constitutional provision, you may
hav, a permanent Finance Commission which
will devolve money to both the States and the
Centre. The Planning Commission can think of
the overall resources of the country. But the
disbursement | between the States and the Centre
1 can be taken care of by th, Finance
Commission which can do it in * more scientific
manner. That will be the best solution that one
can make.

I also remember, Sir, th, Australian Grants
Commission regarding loans. Regarding
loans also, I think, Sir, it would be advisable,
like the Australian Grants Commission, to
have a mpermanent! Loan Commission which
will be able to disburse loans to the States.

When the Government of India is going in for
deficit financing, then, naturally you will not
be able -jo advise the State Governments that
they would have to b, careful about thoir
money When you go on deficit financing,
they go on borrowing. The Reserve Bank is
not your bank only: it is the state bank, it is a
government  bank. Both th,  State
Governments and the Central Government
have got authority, and the, can draw from it.
Ultimately, Sir, when vou are in deficit, you
print 'notes. Naturally, when you are not
living within your ow, overall means, when
you advise the State Goveroments, if they do
not talk to you. the, will ultimately, behind
your back, think, "You are not living within
your means ,ou are also borrowing by way of
deficit financing. So also I am borrowing. .
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Because I cannot print notes, I will borrow
from the Reserve Bank'. That is ultimately
what is happening. So, Sir, to put it in a
nutshell, you will not be able to bring about
financial discipline in the States if you do not
have the overall control on your own
finances.

I do not want to dwell more on the policies
except two, three of them. I will finish my
speech in five minutes' time on the Finance
Bill.

There i a diversion as far as I could see,
Sir, between the long-term fiscal policy and
this Budget. One point that I may like to say
is that in the long-term fiscal policy, th, taxa-
tion should be the same for com-ranies,
corporations and also fyr individuals. By
having this new section, saving tax on 30 per
cent on the profits, what the Government has
done is, it has increased th, taxation on
companies. | think it has deviated from the
long-term fiscal policy which has been given
by the previous Finance Minister and
naturally as accepted, as approved by the
Prime Minister.

Sir, regarding the direct taxation, much has
been said. The Prime Minister has also spoken
in the Lok Sabha. It has been also put forth by
hon. Members that this Rs. 18,000 slab is very
inadequate. The hon. Prime Minister has said
that it is up to Rs. 34,000 with all the standard
deductions etc. that you are able to have R».
18,000 plus Rs. 10,000 plus Rs. 6,000 in
investments. So, he said, k would be Rs.
34,000 and that ultimately it would be 12
times the Per-capita income of the people of
Ind'a. It is a strange argument. It is the Prime
Minister who said that in the Lok Sabha. I
think, Mr. Jagesh De-eai also said. According
to his calculation. I find the per capita income
is Rs. 2,833, and the Prime Minister feels that
it is enough for the people to hare the slab of
Rs. 18,000 going
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upto 34,000, whatever it is, with all that a Bill
is coming, Sir. I have got the Bill. I saw it in
the papers. The salary of the Governors is
being increased to Rs. 11,000 per month. You
can imagine about it. Recently we have passed
a Bill in which the salaries of the Supreme
Court Judges, the High Court Judges have
been increased to Rs. 11,000. I do not grudge
the payment to the Judges. I do not grudge the
payment to the Governors. Suppose the hon.
Prime Minister feels that 12 times the per-
capita income is sufficient for a middle-class
man, he should a'so feel the same for the
Governors, for the Supreme Court Judges.
Why should he give to the Judges 50 times the
per-capita income of the comman man? Why
are you bringing another Bill to give Rs.
11,000 to the Governors. My personal feeling
is what du'ies they are discharging are still
dubious because what a Governor is doing and
what he is supposed to do and what he is not
supposed to do, nobody knows. I am not going
into those points. But ultimately the argument
should be the same for everybody. To my
mind, Sir, this argument is not very
convincing. I would only say, when th, value
of the rupee has gone down from Re. 1 to 15
naye paise, seven times, what income-tax you
have been yaying in 1961, you give allowance
to the cost of consumer p'rice index and give a
value for it as you give value for labourers and
others to raise the 12 D.A. Something like
that, you can give. And accordingly, if you
find comparged to 1961 in 1986 the TT slab
may come to Rs. 60 000. According to my
own calculations, if you give allowances to th«
cost of living index, you have to have the
exception, limit to Rs. 60,000. If you do not do
so, you are not doing justee. Next year it will
be a 12 per cent inflation and the exception
limit mi" increase onl, by Rs. 2,000. The
peoDle will be going under by Rs. 2,000. Sir.
middle class people are th« backbone of the
country and you can-not play with them.
They «r« th«



349 Th, Finance

mWrost sufferers because they cannot make
black money. Black money is being made by
corruption by Officers. Black money is being
made by all industrialists and all business
people. It is only the poor professional people
who are not able to make black money. It is
the professional people particularly in the
private sector who ar, not able to become cor-
rupt. What can they do? It is only the private
sector people who are being differentiated
against. When a public sector man is
retrenched, the company is allowed.upto Rs.
50,000 as expenditure. In a private sector
when somebody is retrenched, his company
will not be entitled for anything. So,
ultimately these people are the worst sufferers.
I would say a few points about house building
and with that I will close m, speech. In the
case of house-building justice has not been
done. As Shri L. K. Jha has said ,a lot of
incentives have to be given for house
building. Capital return upto Rs. 10,000 on
house-building has been accepted, but it is
only for construction of the houses. Suppose
somebody wants to rennovate and add another
floor in his house in order that more people
can live in it, this capital return on this
expenditure is not being allowed. Previously
when a middle class person got a loan of say
Rs. 1.5 lakhs or Rs. 2.5 lakhs from the LIC,
they used to give it at the rate of 12 per cent
inte'rest. So, he could repay interest upto Rs.
18,000 per year. He could show in his Tax
return it by way of interest. That means Rs.
1,500 per month is allowed as expenditure.
But from last year national income of the
house has been taken and it need not be added
to the income-tax. The national income Df a
house of a friend of mine is Rs. 5,000 per
annum. That means Rs. 500 is not taken as
income-tax return, but his tax bracket is only
20 ser cent. That means he has been De-tented
by Rs. 1400 only. But he has rot nearly one
lakh rupees from the UC and has got to pay
Rs. 12,000 nterest. That is not being treated as
leduction in income-tax. So, ultima-«ly the
middle class people are the
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worst sufferers. I hope the hon. FriKM
Minister will look into the matte™.

In the National Saving Schemes also there
seems to be an anomaly. It is said you can
invest upto Rs. 20,000 and 50 per cent of it
will be taken for tax deductions, but ultima-
tely they have not said for how many years I
have to keep Rs. 20,000. Under the NSC
policy you have to keep the amount for six
years. After six years when can withdraw thic
money [ don't know whether you will give the
same advantage to national savings schemes
or again I will have to pay income tax on
withdrawal. That has not been clarified. I
would request you to clarify this point.

The former hon. Finance Minister, said he
will give unlimited deduction under 80c and
upper limit will not be confined to Rs. 40,000.
That is there under the original policy. But
what you have said now is that 80c is only
upto Rs. 40,000 plus Rs. 20,000 for maximum
saving. [ would request you to consider.

There are many more points, but for wan,,
of time I have to confine only upto these
points.

SHRI G. SWAMY NATK (Andhra
Pradesh); I rise to support the Finance Bill. I
sincerely and wholeheartedly congratulate ou'r
Prime Minister for presenting his maiden
Finance Bill for the year 1987-88 in which
measures for ou'r principal objectives for
elimination of poverty and building of a
strong, modern, self-reliant and independent
economy are taken up. For balanced growth
through mixed economy, the Bill provides an
ample scope fo'r further growth of the public
sector as well as the private sector by means of
simplifications of the tax structure, special
provisions and modifications of various
Income-tax Acts, introduction of new Educa-
tion Policy, Navodaya Vidyalaya, Housing
Development schemes, and various other
welfare schemes for the public sector
employees. For tby
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protection of consumers, factory workers and
to biscuit and other industries the extension of
MODVAT Bcheme 1986 is most welcome
and I heartily congratulate and felicitate our
beloved Prime Minister on this decision.

The Prime Minister deserves special thanks
for liberalisation of rate of depreciation and its
link with other assets. This provision shall
definitely * lead to modernisation of capital
equipment in many companies. The zesult of a
representation proved successful ir offering
concessions by the Government on 20th April
by dropping section 194E of the Income Tax
\ct.

However, Sir, there are areas where
something has to be done for the benefit of the
society, the present limit of income tax should
be raised. A financial institution should be
established for financing loans, working
capital to Scheduled Castes and Scheduled
Tribes which may be known as National Bank
for Scheduled Castes and Scheduled Tribes
Development on the lines of I.D.B.I., National
Agricultural Development Bank and National
Housing Bank. This will help them in their
social upliftment. The Central Government
should be the controlling authority. I propose
that its branches should be set up all over the
country. There should be a monitoring agency
by the Central Government tc monitor the
utilisation of funds given by the Central
Government to State Governments fo, im-
plementation of social, economic and
development schemes for Scheduled Castes
and Scheduled Tribes. I am pained to mention
here that the Government of Andhra Pradesh
is not utilising funds for actual allocation in
respect of Scheduled Castes and Scheduled
Tribes schemes.

PROF. C. LAKSHMANNA (Andhra
Pradesh); Can you give some figures*
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SHRI G. SWAMY NAIK; You can see the
record.

PROF. C. LAKSHMANNA; Can you
specify it?

SHRI G. SWAMY NAIK: You can see the
record.

THF VICE-CHAIRMAN (SHRI H.
HANUMANTHAPPA); Prof. Laksh-manna,
you are speaking on the Bill.

PROF. C. LAKSHMANNA: I don't speak
on that.

THE VICE-CHATRMAN
HANUMANTHAPPA): You can.

(SHRI H.

SHRI G. SWAMY NAIK; Now, I want to
say something about revision of Scheduled
Castes and Scheduled Tribes list. There are so
many communities in the country and there
are some errors in the list. Some communities
are in one category and some other
communities are in other category. In this
connection, the Punjab and Haryana High
Court gave some advice to the Government to
rectify this through a piece of legislation. I
request the Government to kindly look into
this matter and bring a comprehensive
legislation to remove the disci imination
between the communities.

Now I draw the attention of the
Government to the national problem. There
are so many slums in the country and some
suggestions were made for this improvement.
I request the Government to provide more
funds for slum improvement and slum clea-
rance. For this purpose there should be a
separate time-bound scheme.

I shall mention a few problems although
they do not come under the Finance Ministry
but are indirectly related. There is acute
power shortage in Andhra Pradesh due to
short sighted policies of the present State
Government of Andhra Pradesh. The impact
of this power shortage has resulted in closure
of some public sector
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organisations like H.M.T., etc. Simi-la'Tly,
the City of Hyderabad is facing actute watet
shortage. It has not only affected the citizens bu
also the major industries such as defence
establishments.

The State Government hag not given top
piroritv for finding alternative resources and
augmenting the existing resources. This will
lead to loss of mandays and productivity. The
Central Government should intervene in this
matter and press the State Government for
rectifying- the faulty policv and extend help
and assistance so that the oeople of Andhra
Pradesh do not face anv misery on this ac-
count Construction of workable roads should
be started immediately for fp's-flung tribal
areas so that the tr'bals are able to join the
mainstream cf national development and
growth. Establishment of National Housin?
Bank and Commission on Rural T.a'hour are
indeed verv commendable. These objectives
are welcomed b, ail- I am sure thev will go a
lone- wav in helping the poor both at national
and at 'regional level.

T now come to mv last suggestion. In
regard to the New Education Policy, in the
Navodava Vidvalaya Programme
representation should be given to Scheduled
Castes and Scheduled Tribes r'ght from the
beginning so that they also come up to that
level

Finally. I support the Finance Bill. Thank
you.

SHRI M. S. GURUPADASWAMY
(Karnataka): Mr. Vice-Chairman, successful
economic management of a country deoends
upon two vital nlanks: (1) honesty, (2)
efficiency One plank is honesty; another plank
's efficiency. If there is no honestv fn
economic management of the country, it ma,
invariably lead to financial and moral
profligacy. If there is no efficiency
competence, in the management, it mav lead
to various distor--tions, it ma,, affect growth,
it may also adversely affect self- reliance. I
regard Budget as an important blueprint for
action. Budget is not an ins-
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trument by which you indulge in all sorts of
extravagances ~ which will have  inevitable
impact on the Working of the economy as a
whole. Shri V. p. Singh introduced what I call
open budgeting  system, with  good motive
perhaps. But this has landed us in dire trouble.
We have been wit nessing not one budget but a
series of budgets over the year. Taxes have been
raised by  frequent notifications, by
supplementary demands, not one but many.
Last year alone all the supplementary demands
and hikes in customs duty and auxilary
duties come to nearly Rs. 4,634 4.00 p.M.
crores. Ifthis figure isadded to the hikes
in the railway freight rates, parcel and luggage
rates, and also the postal rates, then you will find
that they all come to Rs. 5,640 crores in one
year, that is, last year ending on March, 31,
1987. The Government takes  shelter behind
the plea that it is a very modest budget and that
there has been no abnormal increase in taxation.
But I want the  Government to take the entire
budgeting they did for the whole year and
ponder over whether this is  correct and proper
and good budgeting at all. I feel, Sir, that
indiscipline is running throughout and it has led
to  imposts after imposts descending upon the
poor people all the year round. Besides, the
simplification of the taxation system has
perhaps received a setback, of late. I thought
that the rationalisation and simplification of the
procedures, of the taxation system, would go
on. But there is nothing except the promise
made by the Prime Minister that he would bring
forward a comprehensive taxation measure. I do
not know when. But the process of
simplification has  stopped somewhere.
Now, m, friend, Shri Pranab  Mukherjee, is
here. He managed the financial I affairs of
the nation fo'r a pretty long time. I ~ would ask
him whether the traditional good concepts of
taxation have been given u, by this Government.
Of course, he cannot answer for the
Government now. I know it and he knows it. I
have read in the
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textbooks which [ studied long back
still i think they are very valid con
cepts that a good taxation system
should be based wupon the principle
of "what the traffic should bear". I
would like to ask whether this con
cept, this doctrine, is being applied
by this Government and whether it
has taken into consideration the fact
of the traffic's capacity to bear. I do
not think that it has been taken into
account by the Government. The tax
ation has got to be progressive and
not regressive. [ think the time has
come now for the Government to
have , look at the entire tax system
of th, country. There have been
Committees in the past and they
have made recommendations. But
I do not think that the Govern
ment has learnt this lesson that
the taxation system has got to be
progressive and not regressive. If you
tax more, you get less. That is the
meaning of regressive taxation. The
whole tax system has got to be ana
lysed, studied, in depth, taking into
consideration the overall economic
situation particularly the situation
of the broad masses. [ am afraid
the indirect tax burden is  be-
coming heavier and heavier day by day. I do
not mind the burden being put on the people,
provided the economic performance of the
country is at a high level, at a satisfactory
level.

I have got a few things which I would like
to tell the House. They are the disturbing
trends affecting the economy. They are the
potential areas of concern, Deficit financing is
one. It has already been touched by many
Members. That has been the common theme
of both the Houses. Put let me tell you only
one thing about deficit financing. I do not
want to eclaborate. For the last three years
including the present one, 1967-88, deficit
financing has gone beyond Rs. 19,000 crores.
The ceiling of deficit financing was visualised
by the Planning Commission in the Seventh
Plan. It was put at Rs. 14,000 crores. Within
three years the deficit has gone buyond Rs.
19,000 crores. It may
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touch even Rs. 20,000 or Rs. 22.00G crores by
the end of the year. I cannot take the promise
of the Prime Minister made at the time of the
budget speech that there would be no increase
in deficit financing but he would like to keep
this figure without being disturbed. Even
previous Finance Ministers, including my
friend here, had assured the House several
times that the deficit financing will be kept
within limits. No finance Minister of this
country, except perhaps Mr. C. D. Deshmukh,
has honoured this commitment to the Houses
of Parliament. Therefore, I am on a safe
ground to forecast that deficit financing will
exceed Rs. 20,000 crores within three years.
The Prime Minister has proudly stated in the
other House within three years 63 per cent of
the Plan outlay has been reached. But he
forgot safely how h'‘ was able to reach this
Plan outlay. By huge beficit, by borrowing, on
a large scale, which has led us into various
distortions and disruptions in the economy.
Gross disturbances and distortions affected the
equilibrium and the balanced on various
fronts, in production front, on the price front
and in the various socio-economic fields.
Because of the shortness of time I cannot go
into these things. The fact remains that this is
a huge deficit end large expenditure. It is
surprising that the investments in socio-
economic programmes, industry, agriculture,
etc. are much less than befor?. I have got the
figures to show that there has been a decline in
the allocation of various sectors. For instance,
in the energy sector, the Government has
reduced the allocation by 3 per cent. It is a
very vital sector. In industry, it has been
reduced by 6.2 per cent; in petroleum by 11.5
per cent and in Mines by 5.3 per cent. In spite
of this huge outlay, the essential sectors which
give employment and which can ensure
growth and development are being scaled
down. Then where do we go? The non-i’'lan
expenditure has increased tremendously. For
the information of my friend there, the non-
Plan expenditure has been going up and it ir
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being increased now. In the non-plan
expenditure, debt servicing and defence
outlay constitute nearly 59 per cent or 60 per
cent. Non-plan capital expenditure is
dwindling. I do not mind deficit-financing if it
results in development. If deficit-financing
leads to economic development or brings
about social change, I do not mind deficit-
financing. But the way they arc going about it
is reckless. We find that most of the money is
going to unproductive channels. For the last 5
or 6 years, the rate of inflation is about 6 per
cent. It is dangerous. We have maintained that
rate. The Prime Minister says that he has
maintained the rate of growth of 5 per cent or
so. But the rate of inflation is 6 per cent. May
be more. I am talking of the 5-year average.
This year it may touch 10 per cent. It is
already more than 8 per cent. Can you say
that this is a vary healthy trend in the
economy? [ am sure, not.

There are other disturbing areas like
revenue deficit. I think the revenue deficit
was started in the year 1979-80. Before that,
there was no current deficit at all. There used
to be surplus. Current surpluses were avai-
lable for development. Of late, "his salutary
principle of generating surplus in the revenue
budget has been given up. Perhaps it was
given up by my friend, Mr. Pranab
Mukherjec, when he was the Finance
Minister.

SHRI PRANAB MUKHERIJEE:
(Guyjarat): Just for correction. It started with
the recommendation of the Seventh Finance
Commission. Your year is correct, but it was
long before I became the Finance Minister.

SHRI M. S. GURUPADASWAMY: I
stand corrected. You are more well-versed.
But the point is that the consumption is not
being met by current surpluses. Now, the
normal day-to day expenditure has to be
financed by capital account. How long can
you go Like this? You caU it a very happv
situation. The Prime Minister is not advised
properly by his officials, perhaps. He is quite
new. He has made his maiden Budget. He
ougnt to know how long this can go  on.

We find resources by borrowing. by deficit
financing to feed the day-today expenditure of
the Government. This is not discipline. This is
not good finance management. This is not good
house-keeping at all. A good house-keeping is
that both the ends and means have got to
correlate, j have got to converge somewhere.
There has got to be a rational link
Take another area, the crisis that
is caused by the delayed performance
of wvarious projects, j talked of in
efficiency to start with. Even there
are projects in irrigation fields and
elsewhere which began in 1952, in
the First Plan. Till now those pro
jects have not been completed.
What is thi; kind of planning, I ask.
Plan means, there 1is discipline, plan
means there is implementation, plan
means reaching the targets set by the
Plan, plan mean, discipline in deploy
ment of resources. Where is it ob
served? The country is going in a
wrong direction. The economy is in a
shambles, in a state of anarchy. I
am happy indeed if my country pro
gresses, if there is growth and sta
bility, and more happiness as a result
of this growth and stability. Your
growth iy not at all sufficient. Let
me remind you. For decades and de
cades, the achievement as 35
per cent, growth. Of late, it is
a little  higher, perhaps. I do
not  know. There has been a
revision  of  statistics. My  friend
Pranab Mukherjee will be able to
tell me. But the growth rat, is not
commensurate  with, the investments
made all along the line, through
out.  Therefore, we are  witnessing
a situation where large sections of
our people are deprived of the bene
fits flowing from development,
various  distortions have taken
place- deviations have been taking place.
Disturbances are there in thft ecenomy. There
is no even development everywhere.
Development Is uneven. There is a sort of
twist and turn in our development which Is
not gi'g the same benefits to all people.
Certain sections of the people have become
big beneficiarie$ as
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a result of that Poor people remained
poor. Rich people  have become richer.
The country is not healthy in the sense that
the peoole cannot trust thi;  Government, tne
people do not believe that this
Government is capable of good
economic management.  Take the case of]
unemployment. The crux of planning and
development is how far we have gone to solve
the twin problems of poverty and unemploy-
ment. You have failed. Take the Case
of population  control. There we are
miserable. Our policy in regard to
population control has tailed and
failed miserably. The population policy is
very important. With all your investments
we are still having a birthrate of 32 or 33 per
thousand. We have not reached the target|
fixed for 1984 even now. We may be able to
reach that target in 1990-91. That is your
performance.

Coming to public sector, 1 say | am for
public sector. I am a votary of public sector.
But I am also a critic of public sector. We
have invested more than Rs. 50,000 crores
in the public sector. We should invest more
but you have to justify your investment. The
public sector has got to be a pace-setter. You
were talking about commanding heights
of your economy some time past. You have
given it up because these commanding
heights are not commanding at all. They have
reached their deaths, their nadir. Except a
few industries in the public sector most of the
industries  are suffering. My friend was
quoting figures, the profits made by the
public sector. We have been resorting to
administered prices. We are hiking up prices
of the commodities produced by the public
sector industries nsain and again and say
that we have been making profits. This is not
the way of rumvng public sector. The
increases in the administered prices wh'ch
have been resorted to in the past in the case of
steel, cement, coal, electricitv. etc. are back-
breaking. The earnings of the pub-He
sector have got to be genuine and
realistic. There should not be a camou-
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flage. They should not be artificial. Ifyou
increase the prices of goods produced by public
sector industries, you are exploiting their
monopoly  position. Many of them are
monopolies. You are not giving the country
its due. I want the public sector to be
accountable, efficient and should produce profits.
I know some of the public sector undertakings
are public utilities. Their performance also
has got to be satisfactory. They should
observe economic norms. I am  afraid some
of the scandals which we have been hearing
about public sector industries shock me.
Take, for example your own Delhi Transport
Service. The losses suffered by the Delhi road
transport service is something like Rs. 175 or
Rs. 177 crores. And then there are the
scandals in the STC, there are plenty of  them,
many. And these scandals in the public sector
do not add up to their reputation. The credibility
of the public sector has been destroyed by the
Government itself. And you want various
reliefs, concessions, now to raise resources for
the public sector. Instead of criticising it, — my
friend was just praising it. Various concessions
have been given with a view to improve the
public sector finances. The public sector
industries have got to produce their own
resources. I am afraid the public sector has
become as sick as the private sector. The
less said, the better. The sickness has spread
to more than one lakh and twenty or twenty five
thousand industry. You have no policy, no
effective policy to rehabilitate  them. How did
these sick industries come up in such large
numbers, adding up to the sickness day by
day? This is not a good management of the
economy. So long as sick industries are there,
how do you say that you have having a
healthy economy? Many industries have been
closed. Nearly Rs. 5000 crores have been locked
up in these industries. What will happen to that
huce amount of nearly Rs. 5000 crores? There is
no way of rehabilitating those industries. Money
is simply locked up.

India has got vast resources, natural
resources, human resources but we are not in
a position to make use of it. We
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are, like a Tartar of Tantalus, in the midst of a
sea. Tartar of Tantalus wanted to drink water.
There was water everywhere but not a drop to
drink. That is the fate of ordinary poor man in
India. There are resources, plenty of
resources, but they are poor people. Large
number of them are poor; they are deprived.
Only a few people, a few sections of them,
are affluent. This is our dilemma and a
challenge that faces us.

Two things are to be done. The tempo of
development has got to be increased.
Secondly, there hag got to be social justice
and equity in the management of the
economy. Growth without social justice Is
inhuman and social justice without growth is
impossible. Hat has got to be understood by
us. 1 do not think the Rajiv Gandhi
Government is capable of this. I may give him
a certificate. I may help him. The Opposition
can support him. But the policies and the
programmes pursued by Rajiv  Gandhi
Government are disastrous to the econ my.
They have brought about distortions in the
economy, and disparities in income and
wealth. The firm moral fibre, the credibility of
this Government has gone. I do not want to go
into all those questions at all because I am on
the economic aspects of the Government's
policy. Until and unless this Government
brings about radical and relevant changes in
its economic strategies, in its goals, I am
afraid we will be far behind; we will be lag-
ging behind.

We quote often what we have included in
the Seventh Plan as our goals, that is, food,
work and productivity. I ask a simple question
to the Government. How far have we fared in
realising these concepts of food, work — that
means employment — and productivity, or
production and productivity? How far have we
been faring in these three things? About food,
less said the better. The agricultural growth is
stagnant for the last three years. I am afraid
concentration on agriculture and agro-
industries is being diluted. We may face a
situation when we may have to invest far
more, than now on the agricultural activities,
particularly
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in the rural sector. I do not want to give a
good certificate to Mr. Rajiv Gandhi. We are
disappointed by the budget. The concessions
which he has given in the Budget for various
sectors, rural sector and others, are not
adequate. They do not solve the twin basic
problems of poverty and  unemployment.
Thank you.

SHRIMATI SUDHA VIJAY JOSHI
(Maharashtra); Mr. Vice-Chairman, Sir, I rise
to support the Finance Bill, 1987 presented to
the House by the hon. Prime Minister. While
presenting the Budget estimates, our hon.
Prime Minister had expressed his concern
about the deficit in the Budget. Similarly, he
expressed his concern over the increasing
non-Plan expenditure and the increasing
burden of debt servicing are other items which
need to be carefully monitored. All these three
items have grown very considerably and their
impact on the Budget has been very
considerable.

Sir, the uncovered gap or deficit in the
Budget is of the order of Rs. 5,688 cro-res
against the deficit of Rs. 8,285 crores in 1986-
87, revised estimates. As a matter of fact, it j
rather unfortunate that no mention of this
huge deficit for 1986-87 was made by the then
Finance Minister in December, 1986, when
the I-ong-term Fiscal Policy statement and
projections for 1987-88 Budget were made by
him. It should have been fairly clear to him by
then that the deficit for 1986-87 would be
much higher than Rs. 3,650 crores which he
had projected in hi; Budget proposals for
1986-87. If, at that time, this was mentioned
to this House that such wlas the case and if the
causes for it were' analysed, it would have
helped this House to discuss the matter in
more detail. Thus, it now means that in two
years period, we are left with an uncovered
gap of Rs. 14,000 croreS.

However, there is a 6ilver-linning to this
dark picture. The impact on prices of this
order of deficit financing has not been that
severe, in fact, | have come! across divergent
views among various economists who have
taken a view that
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deficit financing is not that harmful to the
economy and prices 'and that a certain ;iniount
of deficit is necessary. There are 'other
economists who are arguing that this will have
a disastrous effect on prices. 1 am not going
into thig discussion. But 1 am going by what
has happened. The prices have not risen
sharply as feared. The wholesale price index
has not gone up that much. There has been
some reference to the difference in the figures
of deficit in the Budget and figures of net in-
crease in RBI credit to the Government. In the
year 1985-86, the deficit was Rs. 4,937 crores,
while the increase in RBI credit was Rs. 4,841
crores. In 1986-87, the deficit was Rs. 8,285
crores and the net increase in RBI credit was
Rs. 7,250 crores. The Sukomoy Chakravarty
Committee has also dealt at length with this
problem. I would only like the Government to
clarify the position on this item.

Sir, quite a big amount is consumed by non-
Plan expenditure. There is a continued growth
in non-Plan expenditure though a major
portion of the non-Plan expenditure is
accounted for by Defence, subsidy on food,
fertilisers etc. There is also need for
redefining non-Plan expenditure. As a number
of development items also get rectified in this
head.

The balance of payments and growing
trade deficit are also major concerns of the
Government. With a view to taking steps in
this direction. Government has provided
incentives to the domestic capital goods
industry and has imposed higher duties on
capital goods imports. This would not only
give boost to domestic industry but would
reduce imports also. Secondly, the decision to
set up the financial infrastructure for
providing housing loans will give a fillip to
housing. This is also linked with tax
exemptions for instalments of principal
amount and interest on housing loans. In the
year of 'shelter for homeless' these steps are in
Jhe right direction.

I am quite sure, these steps would res-
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ult in spurt in housing activities, thereby
creating additonal employment opportunities,
as this is a very high labour-incentive sector.
This would also help in increase in the
demand for steel and cement, which have a
glut situation at present.

There has been a strong demand for
increasing ceiling of exemption in personal
taxes. It was expected that the limit would go
up to Rs. 25000, but this has not been
accepted by the Government. [ wish this had
been done to grant relief to salaried class.

Sir, I would like to request the Government
to examine the possibility of agricultural
income tax or tax on agricultural holdings.
The farm sector, particularly large farmers,
who have greatly benefited by green
revolution, should be asked to pay for the
community's good.

Sir, in the Finance Bill, a new section
80CCA is proposed to be added which
provides for certain deductions in respect of
deposits, made in accordance with a new
national savings scheme. This would provide
incentives for personal savings. Under this
scheme, deposits up to Rs. 20,000 would be
allowed to be made and 50 per cent would
rank for deduction. Even the interest on this
would be tax-free. The amendment to 80C
would help deduction up to Rs. 10,000
towards construction or purchase of new
residential house property. By amending 80U
the deduction allowed for totally blind and
handicapped persons has been raised from Rs.
10,000 to Rs. 15,000.

Sir, a number of measures have been
proposed in regard to capital gains taxes,
particularly long-term capital gains which are
dealt with in sections 53, 54 and 54F. In order
to rationalise tax structure and to make it
more equitable a new Chapter XIi B has been
incorporated, which will help in seeing that
companies making huge profits are made to
make appropriate contributions.

Similarly, by amending section 115J.
provision has been made to charge at the rate
of 30 per cent of book profits.
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Sir, the definition of 'undertaking® in the
free trade zone would include not only
manufacturing activity but would also include
processing, and assembling and also recording
of programmes on discs, tapes, perforated
media, or any other information storing
device. Thig is done by issuing classification
under section 10A.

Thus all the above provisions and also
"many others to which it was not possible to
refer to in short time have been aimed at
providing for a growth-oriented budget. This
has been very carefully and selectively done
so as to remove imbalances and help
growth.

A major landmark of the budget pro
posals was the emphasis (n anti-poverty
programme. The IRDP, NREP and
RLEGP have been given substantial in
creases in their outlays. Also there has
been an enhanced outlay on education.
These are real important issues and
are measures in the correct direction. These
go to show that thi; Government has its
priorities right and that it has shown its deep
concern for the poor and ha; made a very
sincere effort to do something positive by
attacking one of the biggest enemy of the
country — e.g. poverty. It hag also shown its
firm resolve that the battle against poverty
will continue unabated.

Lastly, a word about Maharashtra. The
State is in the grip of severe drought. Shortage
of drinking water, food and work to people
are its immediate needs. The State
Government has made representations to the
Centre for assistance and central teams have
also made their assessments. Sir, I would
request the Central Government to take an
early favourable decision to ensure that
Maharashtra Government is provided speedily
with necessary funds to fight this natural
calamity.

With these words, I commend the Finance
Bill. Thank you.

ot #sew atx fm  (frere)
ITTIPTA WY, T WIAr AT
aeere Fr F3 MEAte ¥ fas
wetr ¥t FAH 10-4-1987 WY
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What are the names of the business houses,
individuals and others from whom income tax
amounting to Rs. 1 crore or above is
outstanding at present? The answer is: 251
houses and individuals. The second question
was: Names of the business houses from
whom the central excise duty amounting to
Rs. 1 crore or above is outstanding. The
answer was: 80.

The question is: (a) the number of industries
and other collaborations agreed to by the
Government of India  with  Italian
firmsjconcerns  with  which they were
connected and their value; and (b) how much
worth of them have been comple-ted|remained
to be completed? The answer is: Government
has approved 227 foreign collaborations
proposals with Italian firm, during the period
1982 to 1986. Out of these, 30 proposals
involved foreign equity amounting to Rs.
1518.60 lakhs; (b) It generally takes two years
or more for an approval for foreign
collaboration to reach the stage of production.
Follow up of the approvals and monitoring
implementation thereof is the responsibility of
tfie concerned Administrative Ministers. No
centralised information is available in STA
regarding the number of projects completed.

gaT waTe & 27 wia, 1987
FT, WTeEE—

"What is the number and names of Italian
companies and individuals who have been
permitted to set up industries in India during
the last three years, and what is the number
and names of other Italian companies and
individuals in addition to the above stated
companies who have sought permission from
the Ministry for setting up industries?"
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[ Fater 9f faa

TEET AT 9 f@qr T g, sy
Faw UW WTT 9F ¥ E

“During the period 1984 to 1986,
151 proposals of foreign collaboration
with Halinn firms heve been approved.”

frrer M 98 nw ow G W s
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ST @ WA ww WIATE T
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“The annual Budget-making in In-
dia is fast losing its meaning. During
1986, we had three Budgets — one in
each Session  of Parliameny — and
some more in between. It is a crying
shame that this country, although full
of competent economists and account-
ants, is unable to produce a Budget-
estimate which can hold good even
for three months.”

W gWe W T AN W AT 3,
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THE VICE-CHAIRMAN (SHRI G,
SWAMINATHAN): The honourable
Member has almost taken thirty minutes.
So, I would like him to conclude now.
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ANNOUNCEMENT RE. ALLOCATION
OS- TIME FOR DISPOSAL OF GOV-
ERNMENT BUSINESS AND EXTENSION
OF SESSION

THE VICE-CHAIRMAN (SHRI G.
SWAMINATHAN): 1 have to inform
Members lhat the Business Advisory
Committee at it, meeting held today, the 6th
May, 1987, allotted time for Government
Legislative Business as follows :-

In order to. complete the Governrgent
Business, the Committee recommended that
the present Session of the Rajya Sabha be
extended upto the 12th May, 1987 and
accordingly, the House should sit on Monday,
the 11th and Tuesday, the 12th May, 1987,
for th, transaction of the Government
Business and that there would be no Question
Hour on these days.

THE FINANCE BILL, 1987—contd.

SHRT SANTOSH BAGRODIA (Raja- !
sthan): Sir, [ rise to support the Fin- 'ance
Bill introduced by hon. Prime Minister. The

whole country has welcomed this year's Budget

and whatever the irri- ¢

[RUYA SAB.-I'A 1

Bill, 19P? 888

tents were, they also have been removed ly the
modifications brought over by the hon. Prime
Minister. The withdrawal of the proposed new
section 194E of the Income Tax Act which
had sought to extend the area of tax deduction
at source has been hailed by all in the country.
Its withdrawal will provide much relief to the
various sectors of the industry and tra8e.
Section 115 (j) of the Income Tax Act has also
been modified. It will permit adjustments
provided in the Companies Act for computing
book profits. Companies will be able to set off
depreciation pertain'ng to earlier years against
the book profits of the current year and for
determining profits for the purpose of
declaring dividends. I suggest, companies
should be allowed to set off losses pertaining
to earlier- years for determining current year's
profit either for declaring dividends or for
determining the book pofits. In fact, at one
time, late Shri T. f. Krishnamachari had
allowed 6 per cent tax benefit for new
industries. Shareholdres are scattered all over
the country and the majority of them are
working class people. They subscribe to the
shares in anticipation of some returns in the
form of dividends which should be considered
as minimum interest. Management is normally
not interested to declare dividends. The
present regulation of computation of profits
for the purpose of declaring dividends will
make it easier for them not to declare
dividends to the poor shareholders. Other
sections have also been modified for relief to
assessees in general.

So far a.; indirect taxes are concerned, a
number of reliefs have been granted by the
hon. Prime Minister. These relaxations and
reliefs which have been given will have far-
reaching consequences. They will certainly
encourage the growth of small sector
industries. The total tax concession and reliefs
amount to nearly seventy crores of rupees.
This will not affect the overall Budget deficit,
because effie'ent management the revenue is
expected to increase substantially. The hon.
Prime Minister has further made it clear that
he has an open mind to constructive
suggestions and has reaffirmed his com-
mitment to a rational tax structure.



