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MR. DEPUTY CHAIRMAN: Maybe,
perhaps I did not see you. But anyway, please
sit down now. I have called th, Minister for
the second statement.

II1. Price Situation

SHRI PRANAB KUMAR MUKHERIJEE:
Mr. Deputy Chairman, Sir from time to time,
Hon'ble Members have expressed concern
about the behaviour of prices in recent
months. The Government has kept the House
fully informed about developments on the
price front in replies to Parliament Questions
as well as during discussions on relatptf
aspects of the economic situation. In the light
of valuable observations made by several
Hon'ble Members in the past few weeks on
this issue, I would like to take this opportunity
to review the latest trend in prices, and the
measures taken by the Government to
contain inflation.

The weekly index of wholesale prices is
available upto 30th July, 1983. An analysis of
recent trends in the behaviour of this index
shews that, since the middle of May, 1983,
there has been a noticeable moderation in the
rate of increase in prices. In the 11 week
period from 14th May to 30th July, 1983,
wholesale prices increased
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by 2.5 per cent which is signiflcantly lower
than the increase of 5.4 per cent during the
same period in 1982-83, 3.7 per cent in 1981-
82, 8.2 per cent in 1980-81 and 7.9 per cent in
1979-80. As the Hon'ble Members ar, aware,
because of seasonal factors, during this period
wholesale prices particularly of primary
products, tend to show an increase.
Fortunately, the rate of increase this year has
been much more moderate than in any of the
previous four years. The moderation in the rate
of price increase since mid-May is to be
welcomed as the price increase in the first 7
weeks of the current financial year was nearly
3.9 per cent which was causing concern.

Taking the financial year as a whole, the
increase in prices upto 30th July, 1983, has
been 6.5 per cent as agains* 5.8 per cent last
year, 6.7 per cent in 1981-82, 12.2 per cent in
1980-81 and 12.8 per cent in 1979-80. The
annual-rate of inflation on a point-to-point
basis on 30th July, 1983 was 6.9 per cent as
compared with 9.9 per cent on 14th May 1983
and 6.5 per cent at the beginning of the
financial year.

However, the prices oi certain specific items,
particularly rice, pulses, edible oils, khandsari,
gur, fruits and vegetables and tea during this
period' have increased rather sharply which is a
matter of concern. These items-also figure
prominently in the consumer price index,
which during the period April-Jun, 1983
(which is the latest available) has shown an
increase of about 6.2 per cent. As the Hon'ble
Members are aware, the increase in prices of
rice, pulses and edible oils reflects the after-
effects of the severe drought experienced in the
previous kharif. The Government has respond-
ed by making arrangements to import some
rice and to step up releases of foodgrains and
edible oils from the public distribution system.
It is to be hoped that with improved crop pros-
pects in the current kharif. there would be a
downward movement in these prices. The
increase in. khandsari and gur prices reflects
seasonal pressures as well as recovery from
unusually low
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levels of prices in the early part of the year.
Sugar releases have been stepped up in the
recent months, which should exercise a
moderating influence on prices of sweetening
agents as a group.

As the House is aware, the Government has
been keeping a close watch on price
movements from week to week, and as was
the case last year, this year also timely
corrective measures have been taken to
contain the general price rise as well as prices
of specific commodities. 1 have already
referred to the measures taken for import of
some rice, in addition to the decision taken
last year for import of wheat for augmenting
stocks, j have also referred to the step-up in
releases of foodgrains and edible oils through
the public distribution system, and higher
releases of free sale sugar. Recently, the
Government took the decision to reduce prices
of fertilizers by 7.5 per cent in order to
encourage greater use of fertilizers in the cur-
rent kharif. Th, decisions to increase the
procurement prices of rice and other kharif
crops should further provide incentives for
maximising production, i Fortunately, after an
initial setback, there has been a revival of
monsoon activity and the current outlook in
this respect is favourable. A good kharif crop
would help us immensely to keep price
pressures under check. The House will agree
with me that higher production and adequate
availability of commodities are the most
effective answers to the problem of inflation.

In addition to measures fo augment
availability and production, the Government
has been closely monitoring trends in money
supply, aggregate demand and liquidity in the
economy. In order to mop up excess liquidity
with the banking system, the Reserve Bank
announced an increase in the cash reserve ratio
from 7 per cent to 8 per cent in two phases
during May any July 1983. After a further
review, and after taking into account the over-
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all credit requirements of the economy, a
further increase of 0.5 per cent in this ratio
was announced to be effective from 27th
August, 1983. It may be emphasised that
these measures were introduced in order to
absorb excess liquidity with the banking
system, and will remain effective until condi-
tions emerge for the suitable deployment of
funds as productive credit. These measures
will ensure that there is no excessive build-up
of credit for inventories or speculative
purposes.

I have reviewed the price situation in some
details because 1 feel that the need for
vigilance on the price front is as great as ever.
We have bee, able to moderate the increase in
prices through timely action, but the
continuation of this trend cannot be taken for
granted.' I seek the cooperation of this House
in our continued efforts to contain inflation.

With these words, I request that the subject
may be taken into consideration.

MR. DEPUTY CHAIRMAN: We can have
discussion on this for about two and half
hours. 1 will go Party-wise and  call
Members accordingly.

Shri Ladli Mohaa Nigam.
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SHRI SUKOMAL SEN (West Ben
gal) : Madam Vice-Chairman, I am very
sorry at the contents of the statement
made by the hon. Finance Minister. It
appears to m, that the statement is
deceptive at the same time self-com
placent, particularly at a time when
the common people are groaning under
ever increasing pressure of the price
rise. And, now, I feel that the Finance
Minister feels himself very much satis
fied at the '"noticeable moderation in
the rate of increase in prices." And
in support of his statement, he has
come out with some figures to show
how the trend of the wholesale prices
is coming down in comparison to some
previous periods. I feel that the compa
rison which start with the line,— "in
the 11 week period from 14th May
to 30th July," are very much mislead
ing, because if we look at the total
price index for the last few years, we
get a different picture, and 1 do not
want to quote all these figures, but I
will just quote certain figures. In Jan
uvary, 1982 the wholesale price index
was 279. In January, 1983, it was
293.7 per cent. And in April, 1983, it was
298.4. So, between January, 1982 and
January, 1983, the rate of increase in the
wholesale price index was 14 per cent. So,
within one year, the rate of increase in the
wholesale price index was 14 per cent. At the
same time, without quoting all the figures, the
hon. Finance Minister has come out with the
latest week-wise figures of May, June and
July, and thereby he is trying to show that the
rate of increase is in the downward trend. And
that is why he is feeling some sort of seLf-
satisfaction. I feel that this is not correct.
Actually, the wholesale price index is going
up. And. if we come to the end of the year, we
will find that, the rate of increase which was
14 per cent in the last year could be more in
January, 1984. From the trend of prices, it
appears to me that
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the rate of increase will be more in January,
1984. So, there is no scope for self-
satisfaction as has been expressed by the
Finance Minister.

Now, how does this wholesale price index
reflect the dimension of consumer price
index? Sometimes we feel that the manner
and the processing of this wholesale price
index as well as the consumer price index are
full of defects and at. various points of time
the Government has been asked to rectify the
process and the method adopted for their
calculation, but this has not been done. As a
result of this the price-rise in the market and
the price-rise index calculated by the Gov-
ernment departments do not show the actual
reality. When the common man goes to the
market, he has to purchase the commodities at
a higher price than it is reflected in the index
compiled by the Government. So, these
figures also do not reflect the reality in the
true sense.

Now I will come to the all-India consumer
price index. During the last one year, in May
1982, it was 462 and » May 1983, this year, it
is 521. It means between May 82 and May
1983 the rate of increase in the all-India
consumer price index is 12.8 per cent. And in
June, I am not sure, it may be perhaps 533 and
in July 1983 it must be more. That means,
from May 1983 till date the rate of increase is
not only 12.8 per cent, but it is still more. So,
the consumer price index is soaring high
despite assurances by the Finance Minister
that the trend is somewhat moderate, that
there has been a noticeable moderation in the
rate of increase in prices. This is the trend in
the consumer price index also. Both in the
wholesale price index as well as in the
consumer price index we find the trend is
going upwards. Not only it is going upwards,
it is exceeding the rate of the previous years.
So, there is no scope of claiming for the
Finance Minister that there is a trend of
noticeable moderation.

Now I will com, to some of the points. The
Finance Minister in his statement has said, I
quote:
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"The House will agree with me that
higher production and adequate availability
of commodities ar. the most effective
answers to the problem of inflation."

This is about the price-rise but what about the
industrial production? We agree that higher
production and adequate availability of
commodities are, if not the most but one of
the effective measures to contain inflation, but
what about the scene so far as industrial
production is concerned? If we quote figures,
you wi'll find that the industrial production
index in January 1983 is 179.3 while i,
January 1982 it was 179.9. It meany from
January 1982 to January 1983 the index of
industrial production has come down by point
six. So, even in the industrial production we
find that the trend is on the downward side.
The year 1982 was declared as the year of
productivity, but we find that 1982 has
actually been a year of 'decrease in product-
ivity'. So, by way of rising prices and at the
same time by way of the downward trend of
productivity i fail to understand how the
Finance Minister is claiming to check
inflation. The Finance Minister may clarify
this point. At the same time, the Finance
Minister says, I quote: *

"In addition to measures to augment
availability and production, the
Government has been closely monitoring
trends in money supply, aggregate demand
and liquidity in the economy."

On the one hand the Finance Minister is
claiming that he has been closely monitoring
the tends in money supply and on th, other we
find that the Government is coming out year
after year with the heavy deficit financing. 1
would like the Finance Minister fo-clarify
how these two things tally together.

About the practical steps to check price-
rise we find that the Government has put
entire community of people on the mercy of
the wholesale traders and on the mercy of the
producers 1 fail to understand this. The
Finance Minister may kindly clarify how
without
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[Shri Sukomal Sen] checking black-
marketing, how without effective measures to
check black-money and without effective
measures to check speculation, be can check
the price rise and how without nationalisation
of the wholesale trade in food-grains and
essential commodities he can check the
prices? The Finance Minister may kindly
clarify this. The common people, various
trade unions and political parties have been
consis-tantly demanding nationalisation of
wholesale trade in foodgrains and other
essential commodities and the Government
has been persistently refusing to do so, giving
full licence and full liberty to the traders to
exploit the common toiling masses and the
people.

Another point is, the common people have
been demanding and the various political
parties and trade unions have been demanding
that the public distribution system should be
extended and strengthened and all essential
items should be distributed throughout the
country, right from the cities down to the
villages, through a well-knit public distribution
system. But the public distribution system has
not been extended, nor strengthened. On the
other hand, whatever meagre system is there,
we find even there the edible rice is not
available, edible oil is not available. Rice that
is available is not eatable, the oil that is
available through the public distribution
system is not edible. Mostly people have to
depend upon the traders, the retail traders and
open market. As a result, they are fleeced by
the traders in the open market. So this public
distribution system, in whether form is there in
the country, has too become a mockery to the
people. It is not effective to give any succour
to the people, any relief to the people. I would
like to ask the hon. Minister why the
Government is refusing to nationalise, the'
wholesale trade? In ewhose interest are they
refusing this demand? Whose interest the
Government is serving?

While the common people, the consumers
are suffering, are being fleeced,
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at the same time the producer at the root—the
peasantry—is also suffering. They are not
getting a remunerative price. The consumers
are not getting essential commodities at
reasonable prices, at fair prices; the entire
super profit is made by the middlemen and
traders. What steps the Government is going
to take to check this middle-manship and to
grant remunerative prices to the peasants?
This point may kindly be clarified.

Another point is about the food subsidy.
How to lower down the prices of essential
commodities? One way to lower down the
prices at least of food-grains and other
essential commodities is to' subsidise th,
prices of these commodities. But the
Government is not taking any steps towards
that. On the contrary, through continuation of
International Monetary Fund loan, there is a
trend in withdrawing the subsidies. As a
result, the people are being thrown at the
mercy of the wholesale and retail traders and
they are being fleeced. All these effective
steps which the Government should take to
check price rise are not being taken by them.
At the same time, the Finance Minister is
claiming that he is trying to check, price rise
and is monitoring the money supply etc. This
point may be clarified by the hbn. Finance
Minister.

Then the Finance Minister has stated about
monsoon and drought situation. Will the
country have to depend throughout the year on
the vagaries of monsoon or nature? We agree
that there was drought in the last two years
and the Government has said that it has
imported some ce. The drought was there
because we are at the mercy of the nature,
becaus, we could not create the irrigation
potential, the irrigation facilities and other
facilities for the peasantry so that they could
cultivate their land despite drought. All these
facilities have not been developed. And then
why should you not import rice in adequate
manner? Government ha, imported rice. But [
find Government is spending valuable foreign
exchange in importing colour
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TV sets and other luxury items but not
adequate quantities of food supplies so as to
supply them throughout tile country and
thereby check the rising prices. But the
Government is not taking an, steps in that
direction. I think these claims seem to be
quite hollow. So I think all these claims are
quite hollow.

I would conclude. I feel that the scene of price
rise is a manifestation of the deep crisis th,
economy finds itself in. Madam,-instead of
coming out with jugglery of figures and trying
to befool the people, I think the Finance
Minister should openly tell the House and also
the peopl. of the country that "here is a
capitalist government with a capitalist
economy and I am the Finance Minister of that
capitalist government; the situation is beyond
my control; we cannot control the crisis". If
the Finance Minister is frank enough to admit
this, at least the people will decide their own
course of action as to how to contain the price
rise and how to live decently. I would like the
Finance Minister to admit his helplessness to
the people and the House. Thank you.

DR. BHAI MAHAVIR: Madam, the
Statement that has been placed before
us tries to make the best of a bad
situation. It tries to take consola
tion in the .fact that th, percentage of
rise in prices is less than what it used

to be during the earlier years. This
only shows that our claims to the
effect that we have "contained
inflation" we have brought re
lief  to the common man, have
no substance. This is a government
which was elected on the promise of

holding  the

price-line  and  bringing
relief to the common man. But what
is the reality, except what we can try
to create through some jugglery of
words  or figures. When we
talk of percentage, Madam. it ¢ is common
knowledge that if from Re. 1 th, price rises to
Rs. 1.10. " it is a 10 per cent increase, but if it
increases from Rs. 1.10 to Rs. 1.20, it is a less
than 10 per cent increase. So
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we can claim that there is a decline in the rate
of increase. Such a consolation would be poor
consolation to a person who is already so hard
pressed in trying to make both the ends meet.
It is almost like giving consolation to a man
whose temperature WBS 1-00 yesterday and is
103 today, saying that it is a 3 per cent
increase, but when from 103 it goes up to 105,
we say the percentage increase is , so there is a
decline in the percentage increase. And from
105 if ther, is a one per cent increase, that may
sound a death-knell to the patient. In this way
we may b, able to get some light consolation
for ourselves, but it is not a consoldation for
the common man because he finds remaining
alive becoming an ever increasingly difficult
exercise. In this situation, Madam, it is
amazing to see the Prime Minister asserts a
sort of claim which she made at recent
workers' rally which was reporter in the press.
If anybody else had made that claim it could
have been brushed aside as a silly antique,
something of an exercise in con-ection, but
when the Prime Minister, the highest
personage in the country makes such a claim,
it deserves some serious notice. She tended to
pretend in tint speech that the price inflation
was a legacy of the Janata Government. What
are the facts? The hon. Finance Minister
would be able to confirm, even, in the report
which we sent to the IMF, even the Economc
Surveys will bear this out, that the two years
of the Janata rule was a period of most stable
prices during all these years of independence.

SHRI SYED SIBTEY RAZI (Uttar
Pradesh): It was a legacy which we left for
you.

DR. BHAI MAHAVIR: So. whatever was
good in our time it was because of what they
had, left for us, and whatever is happening
now is again because of wrongs we did. Very
well. Trying to befool yourself is a very
pleasant exercise, Madan, sometimes. But it
should be attempted in a different place. Here
we should have more sober and more
constructive attitude.
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I do not mean to claim that everything
that happened during the Janata re

gime was good. There may be mis
takes. One particular mistake, I had
the occasion to refer to. I do not under
stand the intricacies of all that. But
when an independent enquiry  was

made and the mistake was there, well,
we should admit it. But we cannot fly
in the fact to truth. The Prime Minister

says that there was inflation in the
Janata regime and that it was much
better during the period when she

regained power. In th, first two years
of the Janata regime the average price
rise increase was no more than 2 per

cent a year, the wholesale price. In
the third year the prices did go up.
But that was when the Government
had fallen, and it had fallen through

the manipulation f my friends sitting
that side. In the first two years of the
Congress regime, Madam, afte
came back to power, the whosale price
index went up an average of 11 per
cent a year. That is five times the
corresponding average in-
crease in the Janata regime. It is true
that in 1983 the prices started coming
down a little, this year. But that was
due to the massive imports paid for by

the IMF loan. The Government im
ported everything which it could lay
hands upon wheat, steel, che
micals, fertilizers although most
of the items could be pro
duced at home and although we
kept on claiming that our wheat pro
duction -was a recor'd  production
still. we kept on importing,

and through these
able to create an illusion of price sta
bility. But that illusion was achieved
at high cost, and we shall be paying
through the nose in the coming years
for that illusion. (Time bell rings)

imports we were

THE VICE-CHAIRMAN (DR. SHRI-
MATI (NAJMA HEPTULLA).; I am just
giving an indication that you have three more
minutes. As Mr. Ladli Mohan said, we should
abide by the rules.

DR. BHAI MAHAVIR: Very good, you
have started abiding by Mr. Ladli

i Mohan's advice. But he gave a number of
advices. I hope the Finance Minister will also
abide by them.

THE VICE-CHAIRMAN (DR. SHRIMATI
(NAJMA HEPTULLA); which, ever is my
jurisdiction, I should abide
by it.

DR. BHAI MAHAVIR: Madam, the illusion
has also not lasted. As I wa3 saying, we have to
pay in the form of interest alone Rs. 500 crores,
for the loan which we have taken from the IMF
from the next year or so. The prices have been
going up from 1983 at an average annual rate of 8
to 11 j per cent a year, and during the month of
May they went up at the rate of 18 per cent a
year. If this is not double digit inflation, we do
not know what it is. The worst part of it, Madam,
is that the prices of the primary products, the
common man's goods, edible oils, foodgrains, are
going up faster than those of th, manufactured
goods. Since the average citizen spends
something like 70 to 80 per cent of his income on
his food requirements, this inflation hits him
more than it did during the Janata regime. It hits
the common man right in the stomach.

The wholesale prices, however, Madam, cannot
tell the whole tale. We ¢ will also have to look at
the retail prices. According to the Economic j
Times index number, the retail price index in
Bombay in January, 1980 was 260, the month
when the present Government took over. Now in
July, 1983 it is almost 400; 399. The prices have
risen by more than 50 per cent during Mrs.
Gandhi's regime. This is more than 14 per cent a
year, year after year, for the last 3i years. The
common man has thus been subjected to a double
digit inflation, not for a month, not for a year, but
for 3] years month after month. This is not a
legacy of Janata. This is not the doiaa of the
weather god. This is an outcome Of the disastrous
economic policies followed by ill-fated or ill-con-
ceived decisions. Why are the prices rising,
Madam? In order to bring a show of stability,
what has been done>
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is that the prices of the commodities
controlled by the public sector have been
raised again and again in an effort to show
that the public sector can make
profits.

The price of coal, electricity, steel, cement,
nearly everything has gone up during the last
few months. There was an article today
itself.  During the last ten years, the
administered prices have risen by 218  per
cent, which is much more than unadniiniater-ed
or free market prices. The price of coal
during the last ten years since it was
nationalised in 1972, has gone *up by 332 per
cent. In the preceding ten years, it had risen
only by 80 per cent. On the gross
block of capital of Rs. 1429
crores, ameagre profit of Rs. 42
crores has been made on coal, and that also
may disappear very shortly.  The price of
electricity during the last ten years has risen by
217 per cent. During the last two years, the
annual increase in the case of Electricity
Boards has been 16 per cent. And  with all
that, we have a gaping loss of R's. 500 crores
on State Electricity Boards. Similar is the story
with regard to steel: the rise is 228 per cent. In
newsprint, the rise is 229 per cent during the
last ten years. My hon.  friend, the Finance
Minister, would probably not be knowing what
has happened after the last figures were
calculated. Just recently, in the Delhi market,
the price of refined oil has risen further. The
price of Postman refined oil on the 25th July
was Rs. 88.78 per tin of 4 Kgs. Now it is Rs.
93.50, an  increase of 13 per cent just during
the last few  weeks. Similar is the increase in
the case of the smaller tin of one  kilogram,
with vanaspati which cost Rs. 17.74  per
kilogram now  costs Rs. 18.40 an in. crease of
3.7 per cent during the last four (days'—just
four days. Mention has been made of tea.
Probably  the hon. Finance Minister has not
got the latest figures or he does  not care to
take us into confidence about them. I have
the figures. Green tea which was selling at
Rs. 22.75 per packet of 500 grams is now
selling at R's. 2725,
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which is a 20 per cent increase. Similarly the
price of Brooke-Bond tea has gone up from
Rs. 13.91 to 17.35, again an increase of 25
per cent.

This, Madam, is the situation on the prices
front. The hon. Finance Minister is right when
he says that more production is the real
answer. But what are we doing about
achieving mor, production?  Todays papers
report an answer given in the other House about
our unemployed scientists and technologists,
people for whom the country spends a lot for
the purpose of training and qualifying them to
become the most useful members of the
society. How are those scientists and technolo-
gists engaged?' At the end of 1980. 3.87 lakhs
of them were without jobs- at the end of 1981,
4.18 lakhs were without jobs; and at the end of
1982, 4.48 lakhs were without jobs. There
is a progress, a continuous rise, and
cur friends there would clap if these figures
were in relation to something tlse. But they
relate to the unemployed scientists who are
trained and who are educated. The increase
during the year before last was 8 per  cent and
the increase last year was 7.2 per cent.
Madam, this is ths way we are utilising our
talent for the purpose of increasing
production.  One more example of this
have before me. Since I was talking about
electricity generation, there are projects which
we are designing, and a number of projects
are on hand. Thereis  one project, Chamera
project. I do not know what particular
fascination the Government has for that project
because for that, a fee of Rs. 20 crores has been
paid or the designing of the hydel project in
Himachal Pradesh. This comes fo about
8 per cent of the total cost of the civil works of
this project. And it has been done by Canadian
engineers. In our own country, our own nublic
sector  agencies the CEA—the Central
Electricity Authority—and the Central water
Commission, are able to do the same survey at a
cost of 1 or I per cent. But we are spending 8
per cent, giving 8 per cent, to the Canadians for
a job of the type of which we have done at-
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(Dr. Bhai Mabhavir) least in a hundred
projects. What makes us choose foreign
consultants for the purpose *“of doing a job
which our people are capable of doing by
themselves? This is something which is
beyond my comprehension. If we were to
design, if the CEA or the Central Water
Commission were to design it, their cost, even
if they were to give up everything else, would
not exceed 5 per cent of the total envisaged
cost of the project. I do not know how the
Planning Commission has given approval to it.
What I find is the cost of the energy produced
is 45 paise per unit. How are we going to
work, by increasing or inflating the cost of our
projects? The resultant energy will naturally
be costlier, its cost will be raised and the
burden will be thrown or the poor consumer.
Today in various parts of the country power is
available between 20 to 25 paise per unit. But
here the estimated, projected, cost is 45 paise
per unit. As we are all aware, no project till
date has been completed within time and
within the projected estimate. So many times
over the cost is raised end if the cost rises
here, naturally the per unit cost will also be
much more than 45 paise. This is the situation.

THE VICE-CHAIRMAN (DR-. SHRI-
MATI NAJMA HEPTULLA): Dr.-Ma havir,
that is applicable to our House also, because
our speeches are never limited to the time
allotted. You have taken three times the time
allotted..,

DK. BHAI MAHAVIR: Yes. But the point
is that this is applicable to both sides. If we
were in a position where we could take deci-
sions and at least ensure that projects which
are designed for a certain tine and within a
certain completion schedule, if they were
completed, then I suppose this expenditure of
time would be much more worth its while. But
these are the aspects which the Government
needs to attend to. I wish the honourable
Finance Minister took the House into
confidence and at least admitted where there
has been a failu on the price front. It is poor
consolation if you try to blame the Janata or
anybody else. You cannot lie in the
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face of the facts and the history. Let us not try
to do that. Let us accept the situation. Let us
try to utilise the alent, rather than merely go in
for imports of technology, of technicians, of
scientists, even of different types of
machinery. I would, therefore, urge once again
upon the honourable Finance Minister to pay
attention to these serious aspects.

DR. MALCOLM S. ADISESHIAH
(Nominated): 1 just make two opening
jcomments. The first is that I take more
seriously than I read the Finance Minister's
statement—the price situation and it; effect on
the economy and on the health of the
economy. My second general comment is that
in order to save time—because this is a very
vast (Subject and as many of my predecessors
have dealt with it—I will stay within the
framework of the statement made by the
Minister. First, I have a feeling that the state-
ment seems to tilt mope on the side of the
supply or lack of supply of goods as against
what is called the liquidity, the supply of
money and credit in the economy. Am I right
that the Minister seems in his statement at
least to give less importance t, the short-term,
that is to say, what will effect the prices now,
what will effect the prices this year or in the
next few months, namely, the credit and
monetary situation, the liquidity of the
economy, than the long-term issue, namely,
the suDply of goods.

Am 1 right in that feeling I read this
document? I think both supply of goods and
services as well as supply of money should be
given equal importance in dealing with this
question of prices.

I notice that the Minister in paragraphs 2
and 3 points out that the price rise has been
3.9 per cent upto May the 14th and 2.5 per
cent from May 14th to July the 30th, so that
there has been in his view a decline in the rise
of prices. May I congratulate the Minister
because I did not think of breaking this, four
month period as h, has done in two unequal
parts and



293 Statement re.

eaying that in the first part the price rise was
3.9 per cent and in the second part it was
much less? In fact the monthly increase in
prices would support the Finance Minister's
thesis that we seem to be having decelerating
rate of inflation. In April the wholesale price
rose by 2 per cent; in May It rose by 1-5 per
cent and in June it rose only by 1 per cent, so
that there has bee, decline m the price rise on
a monthly basis also. But in July it again shot
up to 1.8 per cent.

I agree with Dr. Bhai Mahavi, that the
figure of 6.8 per cent for four months
represents rather high rate of inflation for the
year. It is a very high rate and can cause both
economic distortions and social deprivations,
unless corrected.

In paragraph 4 of his statement, the
Minister refers to the consumer price index. I
find that this year that index has caught up
with the wholesale price index. We find very
close, parity not only in the aggregate figure
given by the Minister for the three months of
April to Jun, which is 6.2 per cent, but the
wholesale price index also in monthly
consumer price rise which is 2.9 in April, 2.3
in May and 2.1 in June and you will see "that
these keep in line with the wholesale price
rises.

In this connection I want to recall
something which was said in this House either
by the Minister or his Deputy, that out of 66
items of essential consumer items which enter
tht consumer price basket, 49 items show
sharp rise in prices and only 8 items show a
decline, i believe that the consumer price rise
has a much more serious effect on the poor
majority of the country than what is indicated
in these paragraphs of this document.

Here I want to say to the Minister that
paragraph 4 and perhaps 3 also seen to be
mainly in relation to agricultural produce. I
think that the slow-down in industrial
production Which has been very serious last
year and which has been continuing during the
first two months of this year is due
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to other reasons than draught. Of course, now
it is picking up. The latest figures seem to be
little encouraging. I think this is not referred
to at aU by the Minister in his statement
except in relation to sugar. I think the fact of
scarcity of industrial gopds is not sufficiently
taken into account in this statement and.that
cannot be explained only by drought. The
predominant reason for the scarcity in agricul-
tural produce is due to drought. But the
reasons for the scarcity and short supply of
industrial goods are man-made, such as, low
capacity utilisation,

insufficient use of capital
and managerial inefficiency.
I then turn to para 4 where the Minister ends
up by referringto sugar

| prices. The Minister speaks of the moderating

influence on the sugar pri-

j ces. 1 would like to ask the Minister what he

regards as the moderating influence on the
sugar prices because, in figures that I have, 1
find that in April, the wholesale prices of
sugar rose by 15 per cent and then they have
been averaging at something like five per cent
and [ think the price of free-sale sugar i at
such a high level that it is causing hardships to
the industries which use sugar as also to the
middle-class consumers who resort to the free
market. T would like to ask ' the Minister
whether—He says that the free sale price of
sugar which is about Rs. 5 to Rs. 5.50 now is
going to be maintained at this level, in the
future also—this is the indication that the
gives of containing the price of thia particular
thing.

I then end by referring to the last but one
paragraph, that is, para 6, which is the only
para which deals with the other blade of the
Scissors that is, the other part of the two forks
that work, namely, the liquidity of the
economy. Now, Madam, here the Minister
uses the words "excess liquidity" in para 6 in
two places. Now, the one measure of this
excess liquidity is the report by the Reserve
Bank of India that between April and now,
which is the slack season, and by September
deposits will  rise by about
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Es. 4,000 crores and that is the reason why the
Reserve Bank of India has raised the CRR,
that is, the cash reserve ratio by 0.5 per cent
from 8 to 8.5 per cent as the Minister refers to
here. The point that I am making, in relation
to paragraph 6, is that the monetary side and
the credit side should be taken care of as well
as the supply side. Now, what are the reasons
for this excess liquidity? One measure of the
excess liquidity that he speaks of is that the
deposits will hav, increased in six monflhs by
four thousand crores. What is the reason for
this? 1 think ther, is no agreement on the
reason and I hope the Minister and the
Ministry officials would probe this because
the correct measures to be taken with regard
to

the controlling of the supply of money will
depend not solely on raising the CR ratio and
all these other mechanical and other monetary
measures, but the policy to be followed will
follow from the analysis as to why this excess
liquidity is there. Is it due to the overspending
by the Union and the State Governments? i
have no time to go into these details just now.
But this is not something that has happened
this year. If you take last year, you will find
that the deficits of the Central Government
and the deficits of the State Governments,
their overdrafts covered by the Union Govern-
ment, all these are now catching up.

And, Madam, I do not know whether it is one
reason for this and, if that be so, there should
then be some Attempt at a cut-back on the
Union and State Governments' expenditures,
both non-Plan, noiv-development and other
unnecessary expenditures.
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Then, I would like to know whether this
increase in the deposits is due to the improved
farm sector, that is, improved farm incomeg
and whether it is the rural people who are
saving more because I think that though the
farm sector has been bit by drought, more
incomes have been generated in the rural
sector than in the non-rural of the industrial
sector, which has been hit even more by
various other factors on account of which there
is a very low rate of growth. So, Madam Vice
Chairman, this is something which heeds to be
looked into. You have to find out whether this
is due to improvement in the farm incomes
and, if it is so, then the possibility of deploying
this increased income for other purpose
should be looked at as one .means of
controlling the supply of money. And the third
factor is the unexpected improvement in our
external reserves which the Finance Minister
referred to in another committee and has
referred to here, which was not foreseen by the
Reserve Bank. Is this a force which is making
for this supply push inflation that we are
facing? Now, [ believe, Madam, that the
phrase 'excess liquidity' is the right phrase. But
the reasons for it should be analysed, not on
the basis of debates on this side or that side,
but- a technical analysis, so that policies can
be formulated to control the supply of money,
just as the Government trying to increase
supply of goods and services, which is a long-

term measure?

Thank you.
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SHRI GHUEA.M RASOOL MATTO
(Jammu and Kashmir); On a fttint of order.
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get time to speak. This is a very important
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SHRI P. N. SUKUL; Madam Vice-
Chairman, [ really congratulate our

Finance Minister ~ for  coming up
with a very heartening statement re
garding the situation of price in our
country. The statement of our Mi
nister  presents a  very optjtnistic
situation regarding price-rise. There is
not much price-rise. If we

compare this price-rise. With price-rises in
other years, as our Minister has already
explained, we come to the conclusion that there
is nothing alarming about it. For example, as
hon. Minister has already said here, if we take
annual rate of inflation on point to point basis,
in this year only, on the 1st April it was 6.5 per
cent and I think that was because of so many
factors, such as, increase in rail fare,
transportation cost and certain price-rise in
various commodities. Because of that, on 1st
April, it was 6.5 per cent. On 14th May it went
up to 9.9 per cent, but on 30th July it again
came down to a level of 6.9 per cent. This
means a recovery on our part and if this is so, |
do not know why our opposition friends are
condemning this policy of the Government or
talking irrelevant* things here. Similarly,
Madam, if \y* take %he period from 1st April to
30th July, the price-rise during this period in
1979 was 12.8 per cent. That was the period of
Janata or Lok Dal rule about which Dr. Bhai
Mabhavir just talked and about which Shri
Ramesh-w,ar Singh was also talking. In 1979,
it was 12.8 per cent. In 1980, it was * 12.2 per
cent, in 1981, it was 6.7 per cent. In 1982, it
was 5-8 per cent. And in 1983, it is 6.5 per
cent. It means that there is a Slight rise only as
compared t° 82— 18t yar But before that it
was much more.

Similarly, if we take the wholesale prices
between 14th May and 30th July, the price
increase, in 1979 was 7.9 per cent; in 1980 it
was 8.2 per cent; in 1981 it was 3.7 per cent;
in 1982, it was 5.4 per cent; and in 1983, that
in the current year, it is only 2.5 per cent.
Thus it will be seen that if we compare these
figures and if we try to review the situation,
make a
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I correct analysis of what is what, we come to

this conclusion that the economic policy of
the Government is really on the rails, if is a
rational policy and is paying dividends to our
country.

I am sorry that just now a few
speakers from that side were trying
to praise the Janata period or the Lok
Dal period. We all know what hap
pened at that time. We all know that
during that period only, our industrial
production, our agricultural production
got the worst jolt and it was almost
in shambles. And in 1980 when the
Government of Mrs. Gandhi came, we
tried to recover. Although 1980 was
also fraught with drought, with in
crease in the price of international oil
and our monetary constraints,  still
we tried to recover and in 1981 our
food production once again touched
the previous peak of 132 million ton
nes and our real Gross Domestic Pro
duct rose by 7.5 per cent in 1981. As
regards 1982, the World Bank called
the fiscal 1982 as a year of solid
growth for India. Fdo not know how
our Opposition, friends are in a posi

tion to criticise this Government, to
condemn our policy, to belittle our
achievements.  Perhaps they are not
interested in making a correct evalu

ation of the state of affairs. They
simple want to condemn us in any
way. But that is not going to help
the country; that is not going to help
them too. (Interruptions) Dr. Mallick-
please shut up. You can say any
thing

SHRI HAREKRUSHNA MALLICK:
Madam, how can he say "shut up"?

SHRI P. N. SUKUL.: I can ask you to keep
quiet, to shut your mouth up.

So the World Bank has called the fiscal
1982 as a year of solid growth for India. Our
real GDP grew by 5.5 per cent in fiscal 1982.
The supply condition improved and the
monetary policy became more restrictive. And
in that year, the rate of inflation fell to 9 per
cent. This ia a real achleve-
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merit. Key sectors like power, coal, rail
transport, petroleum products, industrial
output, benefited from improved utilisation of
capacity in that year.

Thus, Madam, ours is a very sound
economic policy. There is nothing wrong
about it and as we learn from this statement of
the Minister, things axe quite under control.
'Seasonal factors are there no doubt, as the Fin-
ance Minister has already said, because of
which there is a small rise. And Comrade
Sukomal Sen said—I do not know whether he
was saying it, —or maybe someone else wag
saying it—for how long are we going to fall a
prey to the vagaries of nature? That is a very
difficult question to answer because vagaries
of nature are there. And if we take the size of
our population, the area of our land, naturally
we will have to take quite a lot of time to tide
over the problem and the vagaries of nature
have to be faced by and put up with. It is, no
doubt true, Madam, that there is some price
rise, as admitted by our Minister. And in this
connection j_ would like to invite a reference
as to what our Planning Minister said here in
the Rajya Sabha in the first week of this very
month. He also admitted this price rise and
said that the price rise had affected the public
sector Plan outlays in rural terms. He said that
the price rise was bound to affect physical
targets to some extent. Naturally, if there is
some price rise, these things are affected. But,
since our agricultural production in the current
year is supposed to be to the tune of at least
126.5 million tonnes and if all goes well,
despite  this present drought, despite
inadequate rainfall, we are going to have
increased  agricultural  production, and
industrial production is also being stepped up.
There is, of course, nothing wrong with our
economic policy or our financial policy. In this
respect, / would say—and everybody will
agree with me—that our Minister has very
candidly said that higher production and
greater availability are the two reai answers to
this problem.
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of pric, rise. In a developing country like ours
we cannot help price rise. If we cannot help
the growth of our population, we cannot help
the pice rise, unless, of course, our indigenous
production goes to a very high level. Essential
commodities like pulses, edible oils,,
petroleum products, fertilizers, all these things
have to be imported from other countries, and
naturally because we are not in a position to
produce enough just in one day to fulfil the
needs of our countrymen. And so long as this
thing goes on, and so long as we are
committed to have planned development,
price rise cannot be dispensed with. There has
to be some price rise. It is true, Madam, as so
many times our leaders have explained here,
our Ministers have explained here, that the
price rise in our country is very little as
compared to the price rise in other countries,
even in some <af our neighbouring countries.
So there Is nothing alarming.

Howevrr, in this regard, I would like to
make certain suggestions which are well
known things, but still we have to unsure
certain things. If we are going to import goods,
our imports have to be so regulated that it does
not contribute to price rise. Provisions of
Essential Commodities Act and such other
legislations have to be very strictly enforced,
especially by the State Governments and by
the Union Territories. There cannot be two
opinions about the fact that our public
distribution system has to expand further and it
has to be made more effective—by more
effective, I mean to say that there is no
shortage of things in the shops. There are
complaints that sugar is not there or wheat is
not there or something else is not there. This
should not be the case. Our shops should be
well equipped with necessary stocks. Also, I
agree with Shri Sukomal Sen that hoarding and
blackmarketing has to be contained and action
should be taken against hoarders and black-
marketeers. They cannot hold the country to
ransom for their personal gain. In this
connection, Madam, /
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will also suggest that we have to ensure
greater availability of power to our farmers.
Without that, we are not going to have the
necessary production that we want to have. In
the last year the power position was not very
good. Unless you are able to provide power
for their pumpsets, for their other things, you
canndt*xpect them to increase the production
to the desired, level. It is no doubt really very
good that our Government has reduced the
price of fertilizer by 7.5 per cent. 1 am sure it
will go a long way to increase the
consumption of fertilizer by our farmers and
their production of course.

In this connection, I will very humbly
suggest that so long as we «annot control the
price rise, we have to be very alive to the
plight of certain sections of our society. For -
example, the workers. It is the workers who
run this Government, who run the
administration, who run the country and who
produce and whose products we consiune. So,
the wages, the real incomes of the workers,
whether Government employees, Central and
State Government employees or factory
workers, their incomes, have to be protected
suitably against -erosion due to rise in prices.
That will go a long way to inspire our workers
and to help us get greater production from
them.

Also, Madam, I feel very much concerned
about all those who are below the poverty
line. If we cannot check the price rise, then,
we should try to evolve some ways and means
to come to the rescue of that section of the
society, the people who are below the poverty
line. I do not know whether the finances of
the Govternment will permit what I want to
achieve or not, but if I am allowed my say, I
would like to have that at least the«e people
should be given cereals and such essential
commodities at subsidised rates. That will be
i" our national interest and that will inculcate a
sense of security among them, anfl 'y and by
things will improve.
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One more thing. I earnestly hope that this
year our deficit will not increase at all. We
have to contain this deficit somehow. Our
Finance Minister is naturally one of the ablest
man in their profession. He is one of the best
Finance Minister that we have got, and he is
very alive to this situation at a whole.

I hope, all these things, when properly
ensured, will, of course, go a long way to
check the rise in prices.

With these words, I gnce again congratulate
our Government for this statement and for
their achievements.

Thank you.

SHRI R, RAMAKRISHNAN (Tamil
Nadu). Madam Vice-Chairman, I am neither
an erudite economist like my learned
colleague, Dr. Malcolm Adi-seshiah, nor a
rabble-rouser like my colleague, Mr.
Rameshwar Singh. 1 am somewhere in
between. I am more mundane. So, I will
restrict myself to such matters as we as ordi-
nary human beings can comprehend.

At the outset, | would very much welcome
the Finance Minister's statement. Though it
offers very little solace to the common man,
but, at the same time, it shows the great
concern of the Government over an issue
which is so vital to all the sections of the
population every day. You know, when a
housewife gets up in the morning, she thinks
about the price of milk and vegetables. And
when an ordinary citizen goes to the office, he
i’ concerned about the price of cigarettes and
the bus fare. Similarly, all of us are concerned
with the price of the essential commodities
which affect our day-to-day life. It is really no
enviable job that our hon. Finance Minister,
Mr. Pranab Kumar Mukherjee, has or is
holding particularly because in our country we
have to depend on the vagaries oi the
monsoon and of the rain Gods, and more so,
Madam, because of the peculiar balance in our
country between agriculture and industry,
which has got a great bearing
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on the prices. But where I think the Finance
Minister can play a positive role—and this
will have its own effect on the price
situation—is in the case of public sector
enterprises. With the respect to the constant
publicity that many of the public sector
enterprises are receiving in a positive way, I
think it is high time that such of those which
are making staggering losses and whose
performance is much b’l°w P*?, are looked
into. It is only Oil India or Indian Oil, or Air-
India or Indian Airlines which we hear about,
which are making huge profits. But, on the
other hand, we have a number of public sector
enterprises which are making huge losses,
which has its own effect on the inflationary
trends in our economy. Even about the
monopoly concerns like Air-India or Indian
Airlines. I do not know where they will stand
if they are subjected to the test of competition.

Madam, coming to the statement of the
Finance Minister, it is accepted that inflation
as a whole was of the order of 6.5 per cent this
year as against 5.8 per cent last year. And for
the period January to June, according to the
price index which I saw from the CSO figures,
it was 7.3 per cent against 6.2 per cent last
year. So definitely there is improvement and
th, control which the Government wishes to
exercise is quite in evidence. But the increased
postal charges, railway fares, hikes in the
prices of petroleum products, increase in the
prices of steel and cement, all these wil],
definitely have their impact and will give a
cost-push effect to the economy, about which
we are all concerned. To add to this, in the
light of the IMF loan and also some of the
conditions that they have laid down and the
policy of the world monetary authorities, if
electricity ~generation is to be made
economically viable. 1 think the electricity
charges also will have to be raised, and this
will .again give a cost-push effect to the entire
economy.

Madam, the remedy lies not merely in
what my friend, Dr. Adiseshiah
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| referred to in para 6, which is mostly dealing

with the monetary policy— absorbing the
excess money supply in the economy and so
on. This, of course, the Government is using
judiciously. But in my opinion, the real answer
in a country like ours will be increase i"
productivity and increase in competitiveness in
the economy. Of course, this is quite a tall
order. My friend, Mr. Sukul, who spoke just
now, referred t° * *"y important point, the
recent statement of the Planning Minister when
he said that the price rise will definitely have
its impact on the Plan outlay, that because of
the rise in prices, particularly the public sector
plan outlays in real terms will definitely
receive some impact. But actually the mid-
term appraisal of the Sixth Plan is not in our
hands now. I hope when it comes, we will have
an opportunity to discuss it in detail. Here I
would like to refer to one aspect of our
economy which perhaps is also puzzling the
Finance Minister and the Government as a
whole, but for which no exact answer can be
available. That is, what is the impact of the
parallel economy, the black money economy
which exists in our country, on the prices? This
is a matter on which we should lay a lot of
stress. I feel that the Finanie Minister should
take more concrete steps to see that this black
money economy—it cannot be eradicated, we
all know—should be reduced to the minimum.
He should take strong measures, including
demonetisation if necessary. H, constantly
denies that there is any such move. But if it is
necessary to give an impetus to the economy,
he must resort to it.

Madam, j would, also refer to one other
aspect which my friend, Dr. Adiseshiah, did
not speak about, but I am sure he will agree
with me, and that is about resource
mobilisation by the States, which will have a
definite impact on the control of prices. The
Finance Minister, according to his own
admission recently, agreed that though he has
been able to contain it in a way, as on June 30
the overdrafts of the States were of the order
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of Rs. 670 crores, of which lour States —I do
not want to mention the names —accounted
for Es. 530 crores. Here 1 would like to
emphasise that States which are efficient in
resource  mobilisation—particularly ~ Tamil
Nadu is a classic example—should not be
made to suffer because of States who take
things a little easy. They may have their own
problems. But something should be done about
this. This will definitely have its own impact
on bringing down the prices. Before con-
cluding I would like to raise one point about
regional imbalances in prices which occur
from tim, to time. I can tell you the case of
Tamil Nadu that even according to the latest
CSO figures, the prices in the metropolitan
cities like Madras are rising at much lower rate
than in th, rural areas wher, they are going up
much faster and much higher. This is because
of the inability of the Centre to supply
essential commodities like sugar, kerosene oil,
etc. in time to rural areas and in adequate
quantities. We have been pleading for this time
and again and this is a matter which is purely
man-made and man-manageable. I think the
Finance Minister should definitely look into
this.

Finally before I conclude I would like only to
welcome what he has said in para 7 of his
statement: "We have been able to moderate the
increase in prices through timely acfion but the
continuation of this trend cannot be taken for
granted." You have rightly stressed that point.
For \his I would very much urge you—not that
the emment is not functioning effectively with
its bureaucracy—you can consider appointing
a watchdog panel on prices which can consist
of eminent economists, bankers, academicians
and other people. And if you are averse fo
appointing a committee, at least a
parliamentary consultative committee .of the
Finance Ministry or there may be a sub-
committee which will constantly monitor on
this, apart from the bureaucracy, and give us
ideas. My only fear is that we should not get
into the same morass as many other Latin
American countries  or Central
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American countries which have got runaway
inflation like what was witnessed in the pre-
war Germany. While we all agree that zero
inflation, which is purely an academic concept
in the modern day should be the target, I think
we should at least not and up with stagflation
which most of the developing countries are
gettiag into.

THE VICE-CHAIRMAN DR. tSHRIr

MATI) NAJMA  HEPTULLA:  Shri
Kalyanasundaram.
SHRI HAREKRUSHNA MALLICK:

Madam, is my name not there?

THE VICE-CHAIRMAN DR.
MATI) NAJMA HEPTULLA: No.

(SHRI-

SHRI HAREKRUSHNA MALLICK:
How is it? I had given my name.

THE VICE-CHAIRMAN DR. (SHRI-
MATI) NAJMA HEPTULLA; You ask your

party...

SHRI SHIVA CHANDRA JHA: Our
name must be there...

THE VICE-CHAIRMAN DR. (SHRI-
MATI) NAJMA HEPTULLA: Your party
should have sent your name and if your party
did not send your name, then you take it up
with your party.

SHRI SHIVA CHANDNRA JHA: Where
does the question of party come in? It is an
important discussion and we seek only
clarifications. It has been done in the past.
This is the way you are doing every time as
you like. In protest we walk out...

SHRI HAREKRUSHNNA MALLICK,
Yes, what is the use of our sitting il our names
are not there? It is because we are sitting here,
you are running the House. In protest I am
also walking out...

(At this stage some hon. Members left the
Chamber.)
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THE VICE-CHAIRMAN (DR. SHHI-
MATI) NAJMA  HEPTULLA; Mr.
Kalyanasundarm.

SHRI M. KALYANASUNDARAM:
Madam  Vice-chairman, the honourable
Finance Minister has given us an opportunity
to discuss the price situation by making a
statement for which he should be thanked. But
while making his statement he has sought the
cooperation of the House. What are the radical
measures he is proposing to take for which we
are asked to co-operate? Going through the
entice statement I find it is a usual rigmarole
about the price situation. There is nothing new
in it. The only thing is he has admitted his
helplessness. That is very clear from the
statement. Whether it is the Congress
Government or the Janata Government or the
pre-Janta Congress Government, whether the
Finance Minister is X, Y or Z, the state of the
economy continues to be lik, this. That is the
lesson, he should draw from today's
discussion. If a worker or farmer or wage
earner listens to our discussion today, he will
not understand what we are discussing about.
Is the responsible for this? Our workers have
worked hard and they have made their
contribution in production. Our farmers, under
very difficult conditions, are doing their best.
You cannot attribute today's situation to
drought because droughts come periodically in
order to give you some excuse, can't you
stabilise prices at all? Can't you control
inflation at all? What are the measures you are
going to adopt? If you follow the same routine
measures, neither inflation will be controlled
nor prices will be stabilised.

Only three days ago we celebrated the 36th
anniversary of our Independence Day. During
these 36 years have we not advanced? Our
science and technology have advanced. Our
agriculture has improved. Industrial growth
has improved. But still there is stagnation in
agriculture and industrial ~ growth. What
are the reasons
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for this sudden stagnation?, How is this
stagnation to be overcome and how is
production to be increased? Is stagnation only
on paper? Is it because that real production
does not come to light? I do not understand.
Or, are they understating their quantum of
production? Is it because of that or is it
because that full capacity in industry is not
being utilised? I do not know the reason for
this stagnation in industry. Let him look after
that.

Price situation cannot be discussed in
isolation. It cannot be separated from the
entire economic situation. We read from
newspapers that the midterm appraisal of the
Sixth Plan has been completed. We are yet to
get it and if we get an opportunity to discuss
it, that may throw some light.

SHRI R*. RAMAKRISHNAN; That will
come only in the next session.

SHRI M. KALYANASUNDARAM: By
that time we will be preparing for the Seventh
Plan and the mid-term appraisal and the
Seventh Plan can be discussed together.

Consumers are the worst hit. As it has been
explained by everybody, there is no need  for
me to explain it further. The consumer price
index in January 1983 was 495 and in May it
was 521. We have fo add another ten points
for 'the last two months. What will be the
effect of this on the consumers? Three or four
instalments of DA. will become due for the
Central Government employees. Public! sector
employees also will have to be paid more D.A.
The working class and wage-earners are not
enamoured of this D.A. What they need is
supply of essential commodities at a
reasonable price. Prices are shooting up like
anything. Rice is selling at Rs. 6/- and Rs. 7/-
per kg. Even inferior quality of rice is selling
at Rs. 5/-The effect of all this on the common
man is that he cannot manage his family
budget. If there is absolute scarcity, we can
understand. There is some shortfall in
production, no doubt. But
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d<tes it warrant such a rate of increase in the
prices? That is what the Minister should
examine carefully. If you pu»sue this policy,
when are you going to' stabilise the prices?
Come on, tell me now let 1983 be over. When
will trie prices stabilised, in 1984, in 1985 or in
1986? Can you assure me on this? Then 1 am
prepared to follow your policy. Your basic
policy is responsible for this. Unless and until
this is realised, no salvation is there for this pro-
blem. We will produce more and we \vill
starve more. The people will pro-luce more and
they will suffer more. That seems to be the
situation at present. Therefore, I want to know
from ths honourable Minister of Finance
whether he has any proposal to strengthen the
public distribution system and supply the
essential commodities at a subsidized price or a
fair price so that the expenditure on dearness
allowance a% least could be kept under
control? Wha'* is it that stand in the way of do-
ing this? Even in a Slat, like Kerala, where the
same Congress (I)-led Front .is in power, all the
Opposition parties have joined together to stop
the trains and "they have resorted to this
agitation for getting larger supplies for the pub-
lic, distribution System. The same is there
in Tamil Nadu also. The Tamil Nadu
Government has also asked for more supply of
rice and other essential commodities for its
public distribution system. There are economic
experts in our country and there is no dearth ol
them, and there is no dearth of Economic
Commission also, who are there to advice  the
Government. Kindly tell me this: Can you
succeed in stabilizing the" prices and in
reducing even the Government expenditure?
How are you going to reduce the
Governmental expenditure? The Government
itself is responsible for the rise in prices and
that Government is spending more. Their
own transport system, their own administration,
are suffering because of their own policies.
It is due to the policies of the Government
itself. If the administrative expenditure is
rising year after year, it is' not the common man
who is responsible for this, but it is your
economic policy which is res-
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ponsible for this. Who are dominating the
economy of our country? As I said earlier, it is
only the monopolists and the wholesale traders
who are dominating our economy. Even in the
case of the publip distribution system, you can
maintain it and you can do it successfully.
May be that  there are some, weaknesses here
and there and maybe that corruption is there.
Where is not corruption? Corruption is also
inherent in the system itself; it is not outside the
system.  Corruption, high prices, black
marketing and unemployment-—these are all
the diseases of the system and they are all
serious diseases. Cancer cannot be
treated by chanting some mantras or just by
some good wishes. In the statement made by
the Minister, there may be good intentions.
But how is he going to implement his policies?
What is the attitude of the Government
towards the consumer industries? We have
been clamouring that the consumer industries
must be under the control of the Government so
that at least whatever is produced is
available for distribution, and if that is
distributed, the price prpblem can be solved to
some extent. Unless and until you do this

you cannot succeed in your attempts.
Show me a country where they hav«
succeeded*. WhetheritIs Japan of America
or West Germany, which country has
succeeded? These are all countries which

are powerful industrially than us. Have they
succeeded? So, my point is that th, problem of
rise in prices is not beyond the control of the
Government. But it is the policy of the
Government which will either bring the prices
down or will push the prices up. This
Government is pursuing 3 policy under which it
is afraid of exen touching the  whosesale
traders. Without taking  over the whosesale
trade, without taking the wholesale trade in
your hands, you cannot succeed, however much
you may import. After all, where does it go?
Our indigenous production also goes to the pri-
vate profit; our imported goods also go
their profit. Even while importing, have you
seen how much goes in wastage? Do you know
how much IS going
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in pilferage? 1 have seen how the Food
Corporation of India is unloading wheat in the
harbours and where it goes. Does it go to
godown? Shortage is reported and shortage
can be written off. So import alone is no
remedy. Increased production only is no
remedy. Increased production is essential. I do
not deny its necessity. (Time Bell rings) But
whatever is produced must be available to the
Government to distribute, and not to the pri-
vate profiteers, black marketeers and black
money holders. So long as this policy is
pursued, whether Mr. Pranab Mukherjee or
any other person is the Finance Minister,
whether it is the Congress(I) Government or
any other Government, the fate of the common
people will continue to be the same.

SHRI MURLIDHAR CHANDRA-
KANT BHANDARE: Madam, Vice-
Cnairman, I must admit that the statement which
has been placed before the House by the hon.
Finance Minister is to be welcomed for two
reasons. One is that it is extremely candid; it
has concealed nothing. It  has admitted the
gravity of the situation.  The second
reason for which it has to welcomed is that it
admits of no complacency; there is no room for
complacency whatsoever. In a serious debate
like this I do not think generalisations will help.
Whatever has been said by Mr. Rameshwar
Singh, I believe, he said so more because he was
unwell today and probably during the
course of his speech his temperature
increased. Whatever has been said by the hon.
Member, Dr. Bhai  Mahavir, really stand no
scrutiny at all for the simple reason that
whatever figures he has produced cannot
really stand scrutiny of verification. His
thesis that we have not been able to control the
inflation for the last two years is not correct, anri
in a serious matter like  this, I think what is
necessary is an objective approach like the one
which the hon. Member Dr. Malcolm
Adiseshiah brought upon the debate on this
issue. Now, there can be no two opinions....
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! (Interruption) I am going to deal with what he

also said. I think he was also critical, and there
can be no two opinions on what has been said
by some of the hon. Members here,
particularly when the hon. Member Mr. Ladli
Mohan Nigam opened the debate that we must
do some thing to curb the parallel economy,
the black money. This is one of the factors.
Th, two factors have bee, really very succinct-
ly brought out in the statement, namely:

"The House will agree with me that
higher production and adeuate availability
of commodities are the most effective
answers to the problem of inflation."

For the purpose of today discussion I
propose to restrict myself to these tw« factors
that are mentioned in the Finance Minister's
statement, though I wholeheartedly agree as I
have repeatedly said, given figures, given
reason*. give cures for the removal of the ill
of black money.

Now, the first thing one must look »t

is what is the cause of the present inflation:
Now, it is admitted  that the wholesale price
index rose by 6.5 per cent, and it is also
admitted that the major contributory factors for
the price rise were the primary articles, parti-
cularly cereals. No, I given the figures of price
rise in these specific commodities: cereals 18.1
per cent—for the same period —vegetables 12.5
per cent and oilseeds 6.6 per cent. Now, if one
looks at this, there is no  doubt that the main
reason for this inflation has been the drought.
The effect of inflation really falls on the
common man because it is these articles such as
cereals, fruits, vegetables, tea and oil which
really are necessary to keep the bone and flesh
together and which really cause a lot of
hardship to the common man. It cannot be
denied that inflation is the worst form of
taxation  on tho common man and the
Government must take all possibly measures to
avoid it. The second point which one must see is
whether the Government has taken adequate
stepsor not. Iexpected a
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realy stringent criticism .from the hon.
Members of the opposition on this point. But
none of them suggested or even remotely
hinted that the steps taken by the Government
to check this inflation were either inadequate
or were irrelevent. I think the merit lies in the
Government pursuing a policy which will
brine down prices.

What I don't like about the statement is that
it does not refer to the industrial position. That
is also very serious because excepting sugar,
where there has been a decline of about 5.3 per
cent, a number of industrial products like jute
textiles (17 per cent), drugs and medicines
(10.4 per cent}, iron and steel (12 per cent)
non-metallic mineral products (7.5 per cent)
and basic metals and alloys (9 per cent) have
recorded a steep increase in price. The most
disturbing factor is the cumulative increase in
prices of some of these products in the course
of the last one year. I must say that apart from
the drugs and medicines, iron and msteel and
others are intermediate goods and the effect on
the final consumer prices will be very large. |
must say that in terms of industrial recession, it
is a global phenomenon. I must say that we
have tried to contain it to the minimum. I want
to read from a report of the World Bank which
I have here. And that is what is said in the
World Bank assessment recently:

"The two largest low-income coun-
tries—China and India—have come
through the current recession with
encouraging resilience. They were not so
heavily dependent on foreign trade, had
little consumer debt, and so were not much
affected by high interest rates. They have
also made impressive progress in
agricultural; India's low GDP growth in
1982 was largely due to failure of the mon-
soon."

This I have quoted  from the World Bank.

The next point t° which I want to .invite the
attention of the hon. Fin-
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ance Minister is that he must pursue this
policy of checking this sort of recessionary
tendencies and with a good monsoon. I am
quite sure that there will be considerable fall
in inflation. Therefore, what is essential to
check inflation is to improve the productivity
both in agriculture and industry through
improvement in per hectare yield in
agriculture and improving labour productivity
and better capacity utilisation in industry.
There are many reasons which I can quote for
low industrial growth which has been 3 per
cent as compared to 8.6 per cent in 1981-82.
There have ™™ several factors like decline in
agricultural incomes, continued drought, 15-
month strike in m, home city of Bombay in
the taxtile mills, continuous power shortages
in many States, tight credit policy to check
inflation, worldwide recession adversely
affecting exports from our country. Now,
what I want to say and invite the attention of
the hon. Finance Minister is that there ar,
three spheres in which the in-fractructure must
be strengthened— firstly, power, secondly
steel, and thirdly Railways. We have done ex-
tremely well, Madam, on the oil production
front which has brought down our import bill
to a considerable extent and improved our
balance~bf payments position also.

Madam, there is one more aspect to which I
will refer and I have done. And it is this which
is referred to in para 7 of the statement
because for the second tim, in three months,
the Reserve Bank of India has deemed it
necessary to impound bank funds by raising
the cash reserve ratio. This was increased
from 7 per cent in May to 8 per cent with
effect from ~2 9th July. And the figure has
been hiked, further to 8.5 per cent. The cumu-
lative effect will be to impound Rs. 815 crores
of bank money. The Reserve Bank of India
feels that the banking system has a surplus
liquidity of 1500 crores of rupees. Now, what
is heartening to note is that the bank deposits
have been rising faster than expected and
seem certain to exceed th, original estimate
of an investment
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of Rs. 4,000 crores in the first half of the year.
Now, all this is very welcome and the
Government must push' the pressure on
because any increase in credit at this stage is
likely to finance speculation and inflation ra-
ther than production. And, I think, this fiscal
policy which is followed by the Reserve Bank
of India is right restricting the credit policy.
Now, we have the trends which show that st-
rong factors are at work in increasing the
money supply. The States' overdrafts, from
what the Planning Minister has told us, have
been kept in check, and the Centre's finances
are also around the budgeted levels. Foreign
exchange reserves have been steadily rising
this year. Thus, if the Government wants to
have growth without inflation, if will have fo
reduce the budget deficit and get better returns
from, what has been said by hon. Mr.
Ramakrishnan, the public sector enterprises. [
think, a close look will have to be given, in
many cases, they have improved. But there is
no significant recovery. I think, apart from the
infrastructure 1 talked about, considerable
attention will have to be paid and monitoring
will have to be done on the performance of the
public sector undertakings. All in all. let us
pray to the Lord Varuna for giving us
adequate monsoon which will bring down th,
prices and which... .

DR. BHAI MAHAVIR: In a secular State,
how can you pray?

SHRI MURLIDHAR CHANDRAKANT
BHANDARE: Ver, well, we pray whenever
we ar, in difficulties. I can assure you that I
have gone id the country and we pray more
when the secularism is in danger. But-
whatever that may 'be, it is a very strange
notion of secularism of my hon. friend, Dr.
Bhai Mahavir, that we give up our prayers
because we are secular. I mean, that is how I
understand secularism. (Interruptions) All in
all statement satisfies everybody that the
Government is earnest
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and serious about tackling this demon of
inflation and rising prices and to see that the
poor and the common man of this country are
not put to undue hardship and undue burden.

SHRI R. RAMAKRISHNAN; Mr.
Bhandare's prayer is that the prices should be
kept down.

SHRI A. G. KULKARNI: Madam
Vice-Chairman, whenever we  discuss
the issue of price rise, I remember the
Budget speech of the Finance Minis
ter. Every year, the Finance Minister
sayas that these measures will not
have any impact on prices. Then, on
the next day, after the Budget has
been presented, in the Press confer
ence which is customarily held by the
Finance Ministry Officials, they give
a convincing reply as to why there
would not be any impact «
the prices. Today, in "the statement itself, the
Finance Minister has accepted that there has
been price rise, a sharp increase in the case of
certain items. We shoujd also take into
account that there is an unorganised market.
The abstract of statistics compiled by the CSO
cannot also be relied upon as a proper guide
because the experience of the housewife or the
common man in the market is mostly
dependent on the retail prices and the
consumer prices. I see a change in the policies
of the Government during the last two and a
half years. Since 1980, this Government is
dependent more on the supply side, in regard
to managing the price rise, than what you call
the monetary side of it.

(The Vice-Chairman (Shri R. Rama-
krishnan) in the chair.)

Even in the case of the supply side, s
happening? I do not understand. F°r example,
take, sugar. Somebody has mentioned about
the sugar price rise. When the commodity is
so abundant, its price is being artificially
maintained by less releases. Why should there
be any discrimination in favour of the sugar
industry as against the consumer. Otherwise,
the price of sugar would have gone down
much below than what it is today. Mr.
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Tinance Minister, you know what the prices
are like. Take, for example, the retail prices of
essential commodities at selected centres.
Here, the Bombay prices are given. There,
you find that the price rise as compared to
March, 1982, is something like Rs. 1.40 as
against Rs. 4.7 It means, about 15 to 17 per
cent, something like that. Then, in regard to
Arhar Dal, it is Rs. 6.27 as against Rs. 7.06.
Then, tomato, which is an ordinary vegetable
and which is required by everybody; the price
rise has been mentioned here. I really do not
believe in it. In 1982, it was Rs. 2.92. Now, it
is Rs. 4.02. In Delhi also, the price has been
mentioned. It is Rs. 4.38 as against Rs. 5.44.
Now, Madam is not here. I was going to ask
her. I cannot ask you.

THE VICE-CHAIRMAN (SHRI R.
RAMAKRISHNAN): Not Madam: Sir, You
said, Madam.

SHRI A. G. KULKARNI: Now, is is "Sir.
Madam turned into Sir. I wanted to ask her
whether she purchases tomatoes now-a-days.
Because for the last one month, I am
monitoring my finances. I am getting my food
cooked by a cook in the house. He gives me
every day an account and he told me that
tomato is being sold at about Rs. 8—10 in
Delhi. No vegetable available for less than Rs.
6. I would like to know whether it is a fact. Is
it a fact?

DR. MALCOLM S. ADISESHIAH: Yes.

SHRI A. G. KULKARNI: The doctor of
economics  concurs  with  this. But the
rate given by the CSO is Rs. 5.44.  If this is
the rate, as I have mentioned and  which
is concurred with by Dr. Adiseshiah, = Mr.
PranaV Mukherjee, the figrues mentioned
by you in your statement should be doubled.
Instead of 6.09, it should be really 13 or 14.
Don't think I am joking on this. Take any
commo-6 P.M. dit-y; whether it is
vegetable or rise or dal or oil. Only recently,
three days back, there was  a meeting in
Kolhapur
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where somebody said that the price of oil had
gone up to Rs. 18, but people from the
meeting shouted, no, it was RS. 22. This is the
position. So, what we really want is the actual
price index and not the statistics of the CSO.
Whether you have a certificate from Mr.
Clausen or from your party members, that has
no meaning. Clausen may be dealing in
dollars of some countries while we have to
deal with our own money in this country and
we have to purchase goods.

The other point is, I would like to know
from the hon. Minister whether this price-rise
has anything to do with the recession in
industry. 1 find a recessionary trend in
industry. Though you vyourself said that
industry was recently picking up, it is a feeble
picking, it is not picking up in th, way in
which it should have in real terms. Therefore,
I would like to know what steps you are going
to take in connection with this recessionary
trend so that side by side there is a healthy
development in industry and of the workers.
When a question is asked why there is the
price-risa, nobody gives the reason, T think the
reason is that the industrial production is lag-
ging behind while the flow of money is
increasing one way or the other. I think Dr.
Adiseshiah talked about excess liquidity, and
in this respect I can tell you my own
experience in the cloth trading. In my town the
cloth trading had a very hard time for finding
money, but during the last three months I do
not know wherefrom the money has come, it
has multiplied, doubled and trebled. Excess
money is being pumped into the town and the
merchants are paying spot cash for purchasing
cloth at a reduced price. So, liquidity also is
playing its part in one way or the other.

The third point that I wanted to know from
the hon. Minister is about-the loss of
purchasing power of the people. That is the
reason why the consumer products are being
sold at a very slow speed. Has anything been
done fo, increasing the purchasing
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power of the people? You have mentioned
here about the massive imports. I am against
massive import of agricultural products. I do
not know whether it is proper to have massive
imports. You must have taken into
consideration the availability of foreign
exchange, the IMF loan and the servicing
charges, but I am totally against the massive
imports of wheat and other products which
really affect the Indian agriculture.

The last point which I wanted to make was,
having said all that, what is the solution for
this? I think somebody said that opposition has
only criticised but not given the solution. We
are not here to And solutions. We cannot find
solutions. If we were capable of finding
solutions the people would have voted us to
power. They have voted you to power and you
have t, And solutions for all these things. You
are not working properly and that is why we
criticise. The solution seems to be, i will
attempt to define it, the overall policy of the
Government in non-developmental expenditure
which is really cutting the real resources; then
lack of industrial production which is cutting
the resources of the common people and no
purchasing power, and I do think that this
massive import policy is really not proper
because the future generation will be
responsible to repay the loans. I do think that
these are the three reasons and if these three
reasons are looked after properly, the
Government will find increased production.
Unless production increases, with the financial
growth in the liquidity of money, this problem
will not be solved.

Thank you.
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SHRI GHULAM RASOOL MATTO: Mr.
Vice-Chairman, Sir, [ 'thank you very much
for giving me an opportunity to speak on this
vital subject. Although I belong to the
Opposition, I feel that this question (f inflation
and price ri»e is a national problem, and
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all of us, whether in the ruling party or in the
Opposition, must pool our heads together to
find a solution. The Statement made by the
Finance Minister is before us. Apart from any-
thing else, what has struck me most out of the
Statement is—and I quote: "Th, House will
agree with me that higher production and
adequate availability of commodities are the
most effective answers to the problem of
inflation." This is the crux of the whole
situation. The point at issue is whether or not
we are doing all that we have to or we can do
in this prqceas, whether? the production of
consumer goods which the common man
needs is being done in the way that We
should. I feel that we are not doing that. Our
country is a continent. What have we done to
ensure that all the land available to us is cul-
tivated? What have w, done about dry
farming, about which Dr. Malcolm
Adiseshiah has been repeatedly saying, which
could give us a lot of production. These things
have to be considered.

The Finance Minister has referred to the
wholesale price index increase fey 2.5 per
cent. I agree with him. That ™ay be correct.
But for a consumer, I think, the correct price
index is the consumer price index; and in the
period that he has mentioned, the increase is
6.2 per cent.

Somebody was mentioning about the prices
prevailing in vegetables. My servant this
morning told me that cabbage (band gobhi) is
available atfis. 7 a kilo. So “Ehe housewife in
Delhi or elsewhere will judge us by what she
has to pay in the morning for her consumer
items. So, in this connection, Sir, we have to
do something. We have to increase our.
production. We have to see that all the land
available is brought under cultivation.

The second point that I have to bring to
your kind notice, Mr. Finance Minister, is that
between now and the kharif crop, when rice
will be available in the market, my personal
estimate is that we will have a minimum
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shortfall of 8 lakh tonnes. We are arranging
for import of only one or two lakh tonnes, as
you have mentioned in your Statement. I feel
that we will be faced with a situation either in
the month of November or in the month of
December when we will be very much
handicapped for want of rice.

The third point that I have to make is that
though public distribution system is a
responsibility of the States, but the States have
to be told that whatever they can make
available to that pool of distribution they must,
the deficit has in all circumstances to be met
by the Centre. Whether it is rice or it is wheat
or edible oils or anything else, the Centre has
to make good the deficit in the public distri-
bution system, i am told that the Centre has
now taken a istanc. that this is not their
responsibility. This attitude will not help
because this will, on the contrary, aggravate
the situation and hoarders and blackmarketeers
will take undue advantage of this. But the
Centre must say to the States that they must
gea, up all their resources to procure all these
commodities which are very essential to the
common man and that where it is not possible,
the Centre will come and fill in that gap so
that they are riot handicapped for distribution
to th, general public.

Another point that 1 have to mafke is this.
Much has been said about this, about the
expenditure. I would request the hon. Finance
Minister that he may kindly issue orders to
freeze any further appointments for the next
three years be they either in the States or at
the Centre, so thai our expenditure in that
direction is stopped. We must somehow
curtail our expenditure in the Governments, at
the Centre as well as in the States.

With regard to the public enterprises,
recently a Bill had come in the House, which
was passed, the Electricity (Amendment) Bill.
Under that Bill the Government has enjoined
upon all the Electricity Boards that the
minimum of 3 per cent has to be en-



337 Statement re.

sured to the Central exchequer by the Central
Electricity Boards. I would request the hon.
Finance Minister to think in terms of coming
with a Bill making obligatory on all the public
sector undertakings to make a minimum of 3
to 4 per cent return on the investments made
by the Central Government in those
undertakings. 1 agree that there may be
occasions when for some undertakings it may
not be possible to make this good. Provision
can be made for that in the Bill. But this will
be a kind of a budget, it would be a statutory
budget, for them So that they make it good
and they are able'to provide at least 3 to 4 per-
cent return  on the investment.

Lastly, Sir,—the time constraint is there—I
think some type of control on the wholesale
procurement and distribution is essential, by
the State, because in a country like ours,
unless we do that, it is not possible for those
of our States which are deficit in one thing or
the . other to make available certain
commodities which may be available
plentifully in other States,

With their observations. I Commence the
statement and i hope that all of us will pool
our heads and ensure that the demon of
inflation is done away with and We extend all
our cooperation to the Government in this
mattfr.
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The consumer price index during the
period April—June, 1983, which is the
latest available, has shown an increase  of
about 6.2 per cent.
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SHRI PRANAB KUMAR MUKHERIJEE:
Mr. Vice-Chairman, Sir, first of all, I would
like to express my gratitudes to th, hon.
Members who have participated in this
discussion, as mariy as 13 speakers. But I am
not saying 13 because at least 1 have the
superstition that 13 is not a good number. That
is why I am including myself. So I am saying
14. As we are discussing about statistics, i
think I can have th, indulgence of the House in
playing with the figures. So my speech should
be treated as two, the introductory one and the
concluding one. In all we are hearing 15
spe-
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eches. Thirteen hon. Members have made
their contribution and various suggestions
have come in the course of their observations.
Sir, in a discussion like this, various
attitudes and approaches and from different
angles are naturally reflected  and there is
nothing wrong in it. But, at the same time, [
would appreciate that the hon. Membeis have
tried to place the problem  in the proper
perspective. First of all, I would like to make
one point quite clear. It is nobody's case that
we have been able to reduce  the prices'. It
is nobody's case and nobody expects us,
because it is not simply-possible. ~ What I
have tried to emphasise in the statement is
that  the rate of inflation has the relevance of
time. What is inflation? Technically
inflation means rate of rise in prices.
Therefore, it has  relevance of time, of
year, and what I have tried to point is that the
rate at which the prices were increasing, has
been moderated, Iwould first explain why
I have taken the period of 11 weeks from mid-
May and tried to make a compa” rison. of the
price trend in the last three years or four
years including the current year; it is not to
indicate that we achieved something
miraculous. The whole objective of selecting
this period is this.  Every year you will notice
that this is the period where there is a seasonal
factor and prices start increasing. [ wanted to
make a comparison of what has been the
rate, what has been the effect. That is
why this particular period has  been taken and
a comparison  of the year from 1979-80
to 1983-84 has been made in this
period.  Similarly, you will notice  every
year from September-October prices — start
declining because certain seasonal factors
are there. And in that context the statement is t,
be read. It is not to present a picture  which
is otherwise not true or is irrelevant.  In the
next paragraph—as Dr. Adiseshiah will agree
with me—I have myself said that if I take the
financial year as a whole from Ist April to
23rd July, the period which I have taken into
account, the annual rate is more compared to
that of the last year. Therefore, it is not
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my case to say thatthis  year we have
done somehing miraculous or something
remarkable. Now, coming to the strategy how
we are to tackle the problem some Members
have expressed their view that perhaps we are
laying too much emphasis on the supply side. It
is true we are laying emphasis on the supply
side. Similarly we are laying emphasis on
monetary side.  That part [ will come to later.
If you look at the behaviour of the prices, you
will find that in most of the commodities the
prices have increased up  to 23rd July, 1983'
over which you could not have much control
by monetary policy or by fiscal policy. For
instance, none of these commodities are subject-
ed to any taxation. And the simple law of
demand and supply, availability controls the
situation.  If you look at the contribution of
this group of commodities in the overall basket,
you will find that these commodities are making
the maximum contribution. For instance,
rice; its contribution is nearly 10.5 per cent gur,
khandsari and sugar as a group its percentage is
29.1 per cent during this period. And if I take
gur alone, it will be more than 41.9 per cent.
Edible oil 10.8 per cent. Fruits and
vegetables 14.2 per cent. Tea 24 per cent.
Therefore, if I want to tackle the problem of
inflation in certain areas we shall have  to
lay emphasis on the supply side and try to
reduce the gap between the demand and supply.
In this connection Mr. Kulkarni raised a
question with reference to sugar. It is true
sometimes we have placed ourselves in a
paradoxical situation, that when the country
is having a bumper production of 8.4 million
tonnes of sugar which we have never produced
before, still why should the price of sugar go
up? It is because of the policies; otherwise, if
today I reduce the sugar price drastically, not a
single grower  will get  the price. In any
system you cannot have a particular sugarcane
price, have sugar to be distributed through the
public distribution system at a particular rate,
and have a particular minimum wage to be paid
to the workers. We have all these
arrangements because if you simply allow
market forces to operate,
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the worst victims will be the sugarcane
growers. This is not a theoretical or
hypothetical proposition. In 1978-79 this
country which is a nett exporter of sugar had
to import sngar in two consecutive years
because the sugarcane growers burnf their
cane and they did not produce sugar in the
next year. Then we have been able to produce
substantial sugar because of the fact that we
have been able to ensure a reasonable return
for the growers. I do not say that we have
been able to meet the total claims of the
sugarcane growers. But substantially we have
been able to maintain that position because
we wanted to create some confidence in the
minds of the growers so that they could
produce more sugar. So, we are not
complacent. We have to take various factors
into account. I just gave °ne instance.
Generalisation of the problem is not
applicable in our system.

m [ am glad at least Mr. Sukomal Sen from the
other side' has welcomed our decision on
import. His colleagues and other friends from
th, opposition just a year ago were bitterily
critical of the Government on their decision to
import wheat and rice because the impact of
drought you cannot simply overlook. The fact
remains that there has been shortage in
production by about 7 to 8 million tonnes. We
have been able to make up by rabi wheat, but
not so in the case of rice by kharif crop. So
shortage is there. In order to meet the above
shortage, we have to import. It is not that we
importer one million tonnes. I cannot say the
exact quantity because it will have
repercussions in the international market. So.
the exact quantum we cannot indicate.
Normally we do not do so before we take a
decision.

Certain points have been raised by both Dr.
Bhai Mahavir and Dr. Adi-seshiah. Dr.
Adiseshiah wanted to know the reasons for
increase in deposit. He will agre, with me that
the time deposit is genuine saving. 1 will just
tell him that it has increased by 7.6 per cent
during the period from
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March 11 to July 22, compared to 6,2 per cent
last year. Also there is evidence that the
increases in workers' remittances have been
there. It is a fact. Dr. Bhai Mahavir made
some economic points and, at the same time,
being basically a politician some political
points also. H, would no; miss any opportunity
of scoring some political points also. His
contention was: Why is the Prime Minister
saying that we have the Janata legacy? It is a
statement of fact. The fact remains that on the
14th January, 1980 the rate of inflation was
about 21 per cent. Suppose a man's
temperature today is 101 degrees. Tomorrow
if goes up to 102 and the date after it goes up
to 103. If this continues the patient will die.
So, we have to contain it. Likewise, the rate of
inflation in January 190 was 21, some
additional 21 per cent in January, 1981, and an
adoditionai 21 per cent in January, 1982.
another additional 21 per cent in January.
1983—where would we have reached at that
rate? It would have reached 140 o, 160. But it
is de-finiteily not at that rate. And, Sir from
the point from which we had started, we have
been able to reduce the rate and we have to
take credit for this. Why are you now
objecting to imports? What was the state of
the infrastructure then? What was the position
with regard to power generation, when we just
came to power, which is the crucial raw
material? What was the state of affairs in the
transport sector? The whole infrastructure was
in a total mess. If you look at power
generation, the plant load (actor, if you look at
the transport factor, or if you look at any of the
key sectors, you will see that everything was
in a total mess. Naturally, as short-term
measures, we had to depend heavilly on
imports and I think that policy has paid us
dividends. We have been able to stabilize the
prices at some point. Somebody has asked at
what point of time we have stabilized. It is not
relevant. Yes, our economy is a mixed
economy and our economy is not totally free
or insulated from the external forces. Our
economy is not totally isulated from the
market forces So, the market forces will have
some
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role to play. We have not accepted the Soviet
model or th, communist model. But we have
accepted a model which is peculiar to our own
country and that model of economic develop-
ment is paying us dividends. It may be slow
and it may not be up to our expectations. But
it is nobody's case that it has not paid us any
dividends. Therefore, my point is that' it
would be too much of a generalisation to
come to the condusion that we have not been
able to insulate it totally. I am not replying to
your point, Dr. Mahavir, but to somebody
else's point.

, >R. BHAI MAHAVIR: What I said is that
we have resorted to heavy imports through
the IMF loan and now that has given us in
some measure or illusion of stability of prices
and for that we will have t, pay through our
nose. That is what I said.

-SHRI PRANAB KUMAR MUKHERIJEE:
Yes, I am coming to your point. Your
contention is that we will have to pay through
our nose and that is the exact phraseology that
you used. But there too my contention is the
same, as | have explained on an earlier
occasion, in regard to our debt servicing
position, in regard to what would be the ratio
even in the year 1983-84 or when we would
be starting the peak year, 1985-86. My
contention is the same and i have maintained
that position and, as the honourable Member is
aware, it is not that alarming, provided I am
allowed to make some assumptions in regard
to our economy such as the one that I will be
having a reasonable growth in our exports. 1
am not making any tall claims so far as our
export performance is concerned. But I must
be able to make the assumption that there is a
reasonable growth in exports and the position
as it stands today, including the 5 billion
SDRs that we have taken, is that it would not
be unbearable and it would be within the
manageable limits only and this position I
have explained on earlier occasions also.
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Then, Sir. another argument has been put
forward by some Members, particularly by Dr.
Bhai Mahavir. What has been the rate for the
last ten years? What is the relevance of
comparing it for the last ten years? The
economy is growing. If you talk of the current
prices, then you will have to take into account
the current incomes also. YOU can't have only
one side of it. What has been the increase in
the national income at the current prices? That
also you have to take into account. During the
last one decade, just from 35,000 crores of
rupees, it has increased to 1,30,000 crores of
rupees. You have to take that into account
aiso. If you take the prices at a fixed level, you
will have to take into account th, other side,
the income side, also. II you want th, rate of
inflation and if you take into account the
prices at the current level, then you will have
to take into account income also at that level,
on that basis, and let us not be totally out of
the reality here. I am not talking of 1941-42,
when th, great Bengal famine was there and
when rice was sold at twelve annas per
measure which is today equivalent to 75P. In
those days, rice was sold at 12 annas per
measure or, in the present-day terms, 75P, but
more than five million people died! Why? It is
because the people did not have the
purchasing power even to that extent, even to
buy rice at 12 annas a measure! And, all of
you will agree, the drought situation which we
are, facing today is almost of an unprece-
dented character and there is no match at all.
Further, it is all over India and it is not
confined to any one State. But, despite that, it
has been possible for us to maintain the
situation in which the people are not dying of
starvation. We have been able to maintain the
situation. It has not been possible simply
because of miracle or simply because of some-
thing extraordinary. It is because of certain
positive, constructive policies and the policy
of creating more employment. Every year we
are providing 300 to 400 million man-days
through th, Integrated Rural Pro-
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gramme. Last year alon, we have been able to
bring nearly 42 lakh families within the
purview of that programme. Somebody may
say that it is 32 lakh' and not 42 lakhs and
somebody may say 400 or 600 or 700 millions;
I am not disputing that. But the fact remains
that some positive achievements have been
made; some positive programme has been
taken, as a result of which we have been able to
avert that crisis. Therefore, Sir, as I mentioned,
it is not my case that I have been able to reduce
the ' prices. My case is that I have been able to
check their growth, and upward movement of
prices, and I have been able to maintain it and
stabilise it fairly. But at the same time you shall
hav, to keep in mind this. I am giving one
example of last year. If you look at the price
range in the months of April-May, you will
find on 19th May last year we reached almost a
negative rate. And the moment the forecast was
that the monsoon may he erratic, prices istarted
behaving erratically and there was an upward
movement. And the moment the monsoon
becam, natural, was fairly normal, there was
some effect on the price situation itself.
Whatever we have been able to do, every year
we are adding 2.3 million hectares under the
irrigation scheme. But, at the same time, a
sizeable percentage of our agricultural land
ought to be fed by the monsoon. Apart from
agriculture, apart from cultivation, a large
amount of our electricity generation, nearly 47-
48 per cent, has come from the hydel sector.
One of the major disturbing elements of last
year's drought was that it,, affected our kharif
production. In three important industrialised
States, power generation came almost to a
grinding halt, "because they heavily depended
on hydel generation and there was no rain in
the reservoir and there was no rain in the
catchment areas.

Coming to the point of money supply, as
Dr. Adiseshiah and Mr. Kul-karni*—he is
not here—both raised.
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we are taking care of it. I will give you simple
variations in the monetary resources of both
1981-82 and 1982-83 March to July; I am
giving you the last series, end-March to end-
July. 23. In 1981-82, M-1 was 3.9; in 1982-83
it is 5.1; M3 it was 5.3; 1982-83 it is 6.6.
Commercial credit, in 1981-82, it was 2.8; in
1982-83 it is 4.5. Aggregate deposit was 5 and
7. 1 am not giving you figures for the whole
years 1981-82 and 1982-83, but of the last
quarter; end-March to July of 1981-82 and
1982-83 i have compared.

One pertinent question has been raised and,
there, too, I agree with the hon. Members
generally whether we can reduce our non-Plan
expenditure. But here I would like to make one
correction that all non-Plan expenditure is not
necessarily non-developmental expenditure,
because in our concept of planning the assets
which we create in one Plan, to maintain that
the expenditure in the next Plan may be non-
Plan but it is not noct_ developmental. If we
strictly talk of the non-developmental
expenditure, then, Sir, you will find—I have
some figures and it is very interesting. I would
like to have a suggestion from the hon.
Members. On which head would they advise
me to reduce expenditure? There are tfiree
heads— Expenditure on subsidies, expenditure
on defence and expenditure on interest
payment. In total it is .70.2 per cent of the total
expenditure in 1982-83. It is 73.2 per cent in
the budget estimate of 1983-84. Now. I would
like to have the suggestions of the hon.
Members as to on what head the
expenditure can be cut.

SHRI B. SATYANARAYAN REDDY; On
governmental expenditm*e.

SHRI PRANAB KUMAR MUKHERIJEE:
You should take the trouble of understanding
what [ said. I said that of the entire
expenditure of the Union Government which
you approved in the Budget Session, 73.2 per
cent is on 3 heads. One head is defence.
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-Another head is interest payment and the third
head is subsidy. It is subsidy for item like
food, fertilisers and Exports. These are the
major subsidy ;areas. Would you suggest that |
should reduce on food subsidy or fertiliser
subsidy or export subsidy?  Still I do feel that
there is an area where we shall have to
control if we can  find .a way out and we are
trying to do it  On the one Hand, you will
demand even before the Pay Commission gives
its verdict that I should announce the interim
relief or give the dearness allowance,
whatever  be the production. None of my
friends of the trade unions are there except Mr.
Sukomal Sen sitting i, the corner. It is also
one of the major problems in the public sector.
It is true that the resources which we expected
from the public sector are not going  to
augment to fund the plan projects. As a
result, there may be ah erosion in rural terms so
far as the plan outlay is concerned. As the
mid-term appraisal will b, presenter to the
House, the hon. Members will get an
opportunity to express their opinions. I can
tell in brief that you need not be panicky
because apart from substantial increase in
the nominal term, I am not going to say what
the plan size would be in 1984-85 so far as the
central plan sector is concerned.  If you just
look at the trend in the last 4 years, you can
make some intelligent guess as to what the
ultimate figure would be. But apart from
nominal  figure, in many of the areas, we are
reaching the target for the first time, not in
monetary and financial outlays, but the
physical terms.  For instance, in petroleum,
our target was to produce about 26 million
tonnes at the end of the current plan and e are
going to produce nearly 30 million tonnes. In
cement, we are nearing the target. In fertilisers
we are reaching the target. In  power
generation, it is true that 19,000 MW will
not b, produced in the plan period, but we
are going to

add 14,000 MW. If you just make a
comparison, from 1977 to 1979, we have
created a capacity of 28,000 MW and now in
one plan period, i.e. in 5
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years, we are adding 50 per cent, i.e. 14,000
MW. Therefore, it is not * very small
achievement. That is a different issue. We
will have an opportunity and we can discuss
it later. What I want to say is that there is a
case for reducing expenditure  which is not
essentially developmental.  But, at the same
time, as I pointed out, the leverage of the
Finance Minister is extremely limited.
The hon. Members will bear me out that
most of the cblleagues are angry with me
now and they are taking the Member into
confidence so that they exert some pressure on
the Finance Minister to make larger
allocations for them. I don't blame them
because the demand is so big. Having a Plan
size of Rs. 97,500 crores—in nominal terms,
it would be much more—we are not in a
position to meet the demand* of the various
important sectors. And in that connection,
definitely 1 would like to agree with Mr.
Ramakrishnan when he said that it is the urgent
need and it is a necessity to have some sort of
discipline in the States. Unfortunately, a
serious erosion of resources is taking place.
And there is a tendency, I am sorry to say, and |
am not blaming any State or making any
individual reference. But there is a tendency
to have populism at the cost of long term
developmental efforts. This may provide us
short term gain, but ultimately it would not
provide us any gain. When, you look at
the figure, particularly in certain States, and
make a comparison, even whatever resources
that are available to them, the share in
developmental expenditure — gets reduced
every year, and non-developmental
expenditure' —I am not saying non-Plan
expenditure— increases. It may add to the
popularity of the then Government for the time
being but ultimately the economy will have to
pay a heavy price, and we must arrest that
process. And, unfortunately, Sir, in that
process, some of the States which make serious
efforts to maintain fiscal  discipline,
sometimes they become the victims because
they do not get the advantage which others get
simply because of indiscipline.
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, SHRIR. RAMAKRISHNAN: Like Tamil
Nadu.

SHRI PRANAB KUMAR MUKHERIJEE: Mr.
Matte suggested about Strengthening of public
distribute™ system. It is nobody's case that we
are' going to remove public distribution
system. It is an effective instrument to contain
the price rise. It ft an effective instrument to
check inflation. Therefore, there in no question
of giving up the idea. Rather, the whole efforts
are to strengthen the public distribution
system. And from January to June, we have
added to the distribution system a number of
outlets. I have forgotten the exact figure. But
what I want to emphasise upon is that this
instrument is to be strengthened, arid with the
effect of this instrument, with the help of this
instrument, we mtrol the situation effectively.

Ir, some hon. Members have pointer® out
as to what steps th, Government are" going to
take to tackle the problems of black money.
And there is no denial that it has its effect, and
to a considerable it helps speculative trade
because speculatie trade is not permitted from
the bank finance. Credit policy of the bank
system is controlling it. But except the
measures which I have alreadv mentioned, I
can quote statistics, for instance, the number of
income-tax raids. If you just make a
comparison of four months—April to July—of
the current financial year with the four
months  of the last financial year, in the four
months of the current financial year, the
number of raids are more than 1300 which is
almost more than double. We tensifying the
raid, we are intensifying the searches, and we
are intensifying the seizures. To  present
su the seizures. To prevent sumuggting
COFEPOSA. and various other enforcement
measures are being taker. fere we took up
discussion on price situation, in connection,
with ano «latement. we discussed about
certain measures which are being taken to
unearth unaccounted money and black money.
I am not ruling out the possi-
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bility of that. There is a place, and. a part may
be played by unaccounted money to add to the
inflationary pressure. But what would be the
quantum and what would be the instrument to
measure the effect of it, lam afraid, I do not
have ihat measurement. But I do agree that we
shall have to carry on the fight against black
money.

Sir, some of the general points to which the
hon. Members referred, 1 have tried to reply.
And 1 would only like to...

SHRI SUKOMAL SEN: What about the

outlets of public distribution system in
villages?

SHRI PRANAB KUMAR MUKHER
JEE: Sir, here my reaction would be
that it would be easier to say than to
do. And we shall have to keep in mind

one point. Even in Bengal, would
be able to cover each and every
village—600,000 villages in alt—
through the public distribution
outlet? And one point  whatever..
we may say, we shall have to
keep in mind, the existing retail outlet
of our country is perhaps the cheapest.
If you go to a simple village grocer
shop you will get some toiletry arti
cles, you will get your daily necessi
ties, and even if you require a kurta

or a lungi, you may get from the vil

lage grocer shop and his earning, I do
not think, it would be more than
Rs. 300 or Rs. 400 a month. I do not

know the type of services
lic distribution system,
distribution  outlet,

in any pub
through  public
if we wanted to
give this type of  service, whi
te the cost. Therefore, we shall have
to keep in m " it is not....(Inter-
the case of foe nationally we are having
more than ;s of public distribution outlets but
how effective these distribution outlets are, T
will give you just one concrete  example.
When we decided
to have dual pricing in kerosene, like >r. simply
we couldnot implement that policy
because most of
the State Governments said that it would
not be possible, including yours.
the State Government of West Bengal
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said, that it would not be possible to have the
dual pricing effective in kerosene through the
distribution  system because the public
distribution System is not that effective.
Therefore,, it is easier to say, nationalise the
wholesale trade and after nationalising the
wholesale trade, if 1 cannot substitute by
anyother outlet, the whole thing would be
ended in fiasco, and I do not remember in
which year, perhaps, maybe, in 1973 or in
1974 we tried to have wholesale trade in wheat
and what was the outcome of it? The hon.
Members are fully aware of it. So, the answer
lies in strengthening the public distribution
system, in bringing more commodities under
the public distribution system, to reduce, as
Mr. Ladli Mohan Nigam correstly pointed out,
that if we can reduce the overhead costs, but
hardly there is any room for reducing these
costs, because the interest rates they are to
bear, you ar, to maintain a buffer stock,
wastage and wear and tear you are to admit,
because you cannot take the risk, and I can tell
you from my own experience, the moment the
decision was announced that we are importing
four million tonnes of wheat, the wheat was
being loaded in the ships, or even the
shipments might not have started, out a news
item appeared in the newspapers, that is
enough to have an influence in the marker and
trie prices started reacting favourably. All
these lactors we shall have to keep in mind
because the problem with which we are
dealing of the size of the country. the
complexities and enormosities of the problem,
keeping that in view I do not think that a
generalised  simplification can lead us
anywhere. I do agree that the situation is
grave.. We require to maintain vigilance and
keep constant eye on the developments and
take corrective steps as and when the situation
demands. Thank you, Sir

PAPERS LAID ON THE TABLE-
CONTD.

of the Ministry of
(Department  of Revenue)

Notifications
Finance

[ RAIYA SABHA ]

Price situation 354

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI PATTABHI
RAMA RAO): Sir, I beg to lay J on the Table:

\ 1. A copy each (in English and

Hindi) of the Ministry of Finance
(Department of Revenue) Notifications
G.S.R. Nos" 632(E) to 644(E), dated the
18th August, 1983, together with an
Explanatorj Memorandum thereon undei
section 159 of the Customs Act, 1962,
[Placed in Lib-
I rary See No. LT-6896/83].

2. A copy each (in English and
' Hindi) o/ the Ministry of Finance
I (Department of Revenue; Notifica-
tions G.S.R. Nos. 645 (E) to 650(E), dated
the 18th August, 1983, together with an
Explanatory Memorandum thereon. [Placed
in Library. See LT-6897]83].

MESSAGE FROM THE LOK SABHA

The Appropriation (Railways) No. 4
Bill, 1983

SECRETARY-GENERAL: Sir, i have to
report to the House the following message
received from the Lok Sabha signed by the
Secretary of the Lok Sabha:

"In accordance with the provisions of
Rule 96 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I am
directed to enclose herewith the
Appropriation (Railways) No. 4 Bill, 1983,
as passed by Lok Sabha at its Sitting held
on the 17th August, 1983.

The Speaker has certified that this Bill is
a Money Bill within the meaning of article
110 of the Constitution of India."

Sir, I lay a copy of the Bill on the Table.

st gegwwala ;. waw & FviaEy

F 1135 a5 7 70 eafag 77 sy
g2
The House then adjourned at
seven of the clock till eleven of the
clock on Friday, the 19th August,
1983.



