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should be the limit because there is no choice. Unless and until we accept
panchayat as the limit, we will not be able to give justice to the farmers.
That's why we are bringing that amendment.

THE BUDGET (GENERAL), 2006-2007 - Contd.

SHRI ARJUN KUMAR SENGUPTA (West Bengal): Mr. Deputy
Chairrnan, Sir, thank you very much for giving me an opportunity to speak
on this occasion. | am not a politician. | normally do not speak on every
occasion. | hope, this time, you will allow me to speak at iength because
the subject, under discussion, is very important, | must say: Whether this
Budget is outstanding or not, does not depend on the Prime Minister's
certificate. It depends on a very critical analysis of what the Budget
provides for, what the Budget has failed to provide, and what we expect
from the Budget. And, this applies not only to the Members of the
Congress Party, the UPA, but also to the BJP, the NDA side.

Yesterday, Shri Yashwant Sinha made a very major speech, and the
speech should be responded t6. | wish | had time to respond to his very
detailed remarks, almost like an accountant. And, | think, somebody from
the Government should be able to do that. But | will take up a few issues,
which he had raised, within the limited time that you have given me. | must
admit that Shri Yashwant Sinha is country’s one of the very famous
reformers. There is no doubt about it. As a Finance Minister, | think, we
should admit, he was the original reformer. But the only problem is that he
keeps a wrong company. His first Budget - which he prepared, before
Dr. Manmohan Singh's Budget, | happened to have seen that, many of us
have seen that -- was a unique Budget. That was the first original reform
Budget. Unfortunately, he was, at that time, keeping the company of
Shri Chandra Sekhar, and could not present the Budget. And, then, later,
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he presented a number of Budgets, which were full of reforms. But
unfortunately, because of the company that he was keeping, he came to be
known as a flip-flop Finance Minister. He proposed something, withdrew
that something. And, thic is totally opposed to any notion of reforms. The
first principle of reforms is that you must be consistent so that people in
the country, investors, consumers, producers, know that there is a stability
of policy, then, you can, actually, get into the details of the policy.

Mr. P. Chidambaram has shown in this Budget that he is
consistent. i must say that this House must compliment him for sticking to
the main principies of reforms that he initiated. He did not introduce any
changes in taxes and other measures. | know tha Pink Press is not very
happy. They expeci a big bang reform every year, but that is not reform.
The reforms he has produced, he kept to that and he has told the world
that he is sticking to these reforms. The result of that has been felt in
several instruments for economic chanhge. | don't want to get into the
discussions of growth because that is the outcome of many unpredictable
features. Even then, it is perfectly possible for Mr. P. Chidambaram to claim
that his Government has pericrmed much better tharm the previous
Government’s growth records, which we discussed earlier. But, growth,
uitimately, depends on many things. What reforms should do is to talk
about the specific instruments, which are controliing the country's future and
country’s prospects. What are those elements? Those elements are:
investment, savings, revenue, fiscal deficit, and all these issues. Mr. P.
Chidambaram’s record has been encrmous in that. | come to this point
first, raising an issue with Mr. Yashwant Sinha. He says that this Budget
does not have a strategy. ! am surprised. This is the first Budget which
has clearly spelt out a strategy. The strategy is that we shall continue to do
reforms, we shall continue to have economic growth, we shall continue to
have fiscal discipline, but we shali serve the main objectives of the Common
Minimum Programme.

Sir, all reforms are instruments; they are not objectives. Objectives
are, actually, suppressed. Objectives maybe increase disparities, and
objective maybe to have a ‘Shining India‘; only a few peopls would be
enjoying, the rest of the country would suffer. These are the possible
objectives. Mr. P, Chidambaram becoming the Finance Minister of the UPA
Government, ‘which Mr. Ydshwant Sinha has described as Chidambaram
Mark-li.  Chidambaram Mark-1l has expressed, categorically, that his reform
is aimed primarily to achieve the objectives of the UPA Government. What
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are those reforms? Welfare of aam admi, rural employment, Sarva Shiksha
Abhiyan, Mid-Day-Meal scheme, drinking water, sanitation, rural health
mission, urban renewal, child development, Bharat Nirman for irrigation, rural
water supply, rural roads, rural housing, and rural electrification. Large
increase in allocation has been given to all these items. He, categorically,
states that his Budget is aimed to serve this purpose. | want to put this
point also to my Left friends. This is the first time, categorically, a Budget
is saying something that this Budget is aimed at the benefits of the poor,
benefits of the common people, and he must be complimented for that. This
is the strategy which Mr. Yashwant Sinha has mis€ed out because the resuit
of their policiee has been just the reverse. It increased disparity, it
increased these differences, this "Shining India® part -Il etc. and aR these
have been the result of those policies. They would not congider taking
these out openly as objectives, though these objectives are suppressed in
their actual policies. Mr. Yashwant Sinha has just left. He seemed to be
very unhappy that Mr. P. Chidambaram talked about and has talen credit
for increase in the rate of savings and the rate of investment. Those of you
who were here yestarday must have hoard very detalad deecription of this
particular issue. Investments and savings are major instruments of policy,
and, it is a fact that in our country investments and savings have increased
very substantially, particularly, over the last two, three years. | would submit
to you that Mr. Chidambaram has every reason to take credit for this,
Mr. Yashwant Sinha mentioned that why you are taking credit for rising
savings. Mr. Deputy Chairman, let me put forward this question very
categorically. There are three elements of savings -- household savings,
public sector savings and corporate sector savings. As regards the
household savings, Mr. Sinha was eloquent in saying that in their time,
household savings had increased. Unfortunately, household savings are
least responsive to economic policy. If the income increases, savings also
increase, because the marginal rate of savings is positive. People save
more when they earn more. It does not depend much upon any policy.
And, it so happened that during these years we have sustained economic
growth; therefore, there would be more savings quite automatically.

The second factor is demography. Because, in India, the major
proportion of our population is young; therefore, the rate of savings wouid
be high. This is exactly what happened in Japan, this is exactly what
happened in many parts of the world where the rate of savings went up and
also where the rate of savings went down when the proportion of their
oider people increased. Young people save more, the old less. So, |
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submit that on household savings, there is little that the Government can
take credit, except saying just statistically that household savings had aiso
increased during the NDA period. It has incrgased in the period of Mr.
Chidambaram also. Mr. Sinha took a lot of credit_on that which does not
really belong to him. But they take the other two elements also , public
sector and corporate sector savings. The private corporate savings has
been around four per cent, for quite some time. As a matter of fact, during
the NDA period it, actually, came down slightly, but then, with this new
Government, corporate savings have also increased marginally. | won't take
much credit for that. Thig is also a part of the growth. But, if there Is a
credit that has to be taken, it has to be taken because of the poficies which
affect private corporate sector. What about public savings? Public savings
constitute two parts - public enterprises and the Government savings. Now,
as regards the public enterprises, many of our friends, particularly, on the
other side, decry public sector all the time. The public sector's contribution
to national savings has been very high, comparable to private corporate
soctor, if not more. It is+4.5 t0 4.8 per cent, and it has been consistent,
But, what has happened is, during the NDA period, the Government
dissavings were so high that the public savings part came negative. Let me
give you the figures. In 1999-2000, public savings were -0.9; in 2000-2001,
-1.8; in 2001-02, -2.0; in 2002-03, -0.7. It slightly increased in the naxt year,
during the other Finance Minister, Shri Jaswant Singh's Budget. Then, last
year, it went to 2.2, This is because the Government's dissavings were
under control. During the previous period, the Government's dissavings
went rampant; therefore, the public savings rate went down. So, the credit
for this current increase naturally, goes to Mr. Chidambaram.

The next question is investment. Mr. Yashwant Sinha was very
unhappy that Mr. Chidambaram is taking credit for increase in investment.
Unfortunately, again, for Mr. Yashwant Sinha, the statistics show that the
rate of investment was going down during the period when he was the
Finance Minister, and, it has only recently moved up. The most importani
thing is that the private investment rate earlier came down. For public
investment, you can have your Government's own decision. Even if you are
not expecting profit, you can go on investing. But the private Investment is
entirely dependent upon your confidence with the Government's policies,
because you are talking about future. if you do not have confidence in your
Government's policy, you do not invest. You do not know how the
economy is going to behave, and that is exactly what happened. The private
investment went down steadily. The growth of private investment became
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negative during the NDA period, and it has again moved up now.
Therefore, | submit, Mr. Chidambaram very legitimately claims credit for that.

Then, Mr. Yashwant Sinha talks about the overall picture and
inflation. Now, | just want to dwell on it a little because | don't think we
should spend much time on that now. Inflation is again not a question of
just an increase in price for one shot. It is true, and he has referred to the
aspect of the petroleum price increase. And, ! submit that the petroleum
price increases must be allowed to be passed on. My Left friends are totally
mistaken on that. You cannot suppress this possibility, the importance of
ncrease in petroleum prices. Mr. Chidambaram does not have to wait for
the Rangarajan Committee. 0 fact, during his previous Finance
Ministership, he had accepted -- there was a Cabinet decision -- that
increases in oil prices will be passed on. Becauss if it is not passed on, --
and this is what my Left friends must realise -- it affects only the health of
the public sector enterprises. You cannot do without that, Somebody will
have to pay for this. The Government cannot pay for this. The total
amount of the deficit would be so high. So, it is the public enterprises
which have to bear this burden. This happened eariier. For a long period,
there was a huge bill that came to the public enterprises, and at that time
the decision was taken, after the Qil Bonds were floated, that this would be
passed on to the public. This decision does not require any further
examination. It is a political decision. We have to allow this increase in
prices to pass on. You may have to do some calibration for kerosene or
LPG because that affects a lot of poor people, but nothing more than
calibration. This has to be actually increased.

I want to put forward another point about interest rate that has
been talked out. Mr, Yashwant Sinha is very worried that interest rates are
firming up, and he has reasons to worry; if interest rates firm up, it is quite
possible that there would be some problem. But, again, the international
environment is towards raising the interest rate and, therefore, we should be
worried. But if we control the public borrowing, if the deficit of the
Government comes down, that will have a signal effect on the control of
interest rate. And, there is also a question of management. Fortunately,
during Mr. Yashwant Sinha's time, we had a Governor of Reserve Bank, my
friend, Bimal Jalan, who managed the interest rates in such a way that it
could be controlled. But this is a fact -- that should be noted -- that if you
controi your rate of fiscal deficit, it itself will have an effect on interest rate.
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So, why is Mr. Yashwant Sinha so suddenly worried about interest rate is
not very clear to me.

Now, | come to the question of fiscal deficit. It seems - and this is
a very major point that you must realise -- that Mr. Chidambaram considers
that the crucial element of his reform programme is fiscal discipliine. He is
saying, "Yes, we shall do expenditures, investment in different places with
growth, but the fiscal discipline has to be maintained.” Mr. Deputy
Chairman, Sir, 1 think this is the most important and very correct decision in
a country where fiscal profligacy is a very common thing. | heard yesterday
Shrimati Brinda Karat saying, "We opposed this fiscal FRBM Act.* | am
sorry, this should not be opposed because this is a restriction that you are
putting on to yourself, how to meet all the requirements within your Budget.
Why is it so? You need to control that. It is not a question of inflation; it is
a question of with drawing resources from the private sector, and the
private sector is very important. The crowding-out effect is very important.
You may not like the corporate sector making profit, but the corporate
sector is a major element in our economy, and if you create a situation
wherein they lose their confidence, lose their investment potential, then it
would arrest your rate of growth.

Now, Sir, | come to the fiscal deficit target. For that, Mr.
Chidambaram has put maximum emphasis on revenue deficit, which is the
correct thing. The revenue deficit is coming down. In fact, he has shown, in
spite of the pause he has talked about, that he has been able to stick to
the particular discipline, that current expenditure must be reduced. You
cannot finance current expenditure by borrowing.

There is a point, which | should admit, my friends, Shrimati Brinda
Karat and others may be right about that there is no need to make a fetish
of a particular figure, particularty when the country is growing at 8 per cent.
It is not necessary that you have to make three or three-and-a-half per cent
fiscal deficit to be the only thing, because it is possible when necessary to
go up. a little bit. But that is only when necessary, when you don't have
money to meet all your programmes, that you may go in for this kind of
fiscal deficit, and a little bit more than that.

Sir, Mr. Chidambaram has made a statement, which | think is a bit
awkward. He says that he is very happy to know that gross Plan
expenditure is now less than the fiscal deficit. S0, he is saying that we are
not financing the Plan expenditure entirely by borrowing. It only means that
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there is a scope for increased borrowing, because if Plan expenditures
cannot be systained by borrowing, then nothing can be sustained by
borrowing. But what | find most interesting in this Budget is that Mr.
Chidambaram has been able to meet the requirements of Plan, increase the
Plan expenditure, without entering into a major fiscal deficit, or revenue
deficit.

Sir, | would like to make one final point. Here again, | wish to
address my Left friends in particular; | don't know whether they are tistening
to me. The amount of allocations for the social sector is so substantial that
we have to be very careful about what happens to that money. We must
think before we say that more money should be given to that. In fact,
towards everything you gould give more money. In our country, there is no
Aimit to the absorptive capacity of the system of expenditure. But before you
do that, you must be able to say whether we are spending the money
corectly. Here, | find that there is a major problem in this country. it is not
50 much his responsibility that he must take that into account, because it
has been touched upon in the Congress's Vision Document, in the Cemmon
Minimum Programme. This is the question of concurrent evaluation. There
must be a mechanism by which he should be able to see that the money
that is being spent is actually going to the people. The original bureaucratic
way of looking at it, of looking into whether money has been spent, by way
of a utilisation certificate, is not enough. We have to have mechanisms to
see who Is responsible, how the responsibility is being carried out, whether
the actual outcomes in terms of delivery have taken place, and where
Panchayats, NGOs and everybody else will have to bé brought together.

Sir, | submit that Mr. Chidambaram might set up a mechanism. Of
course, he cannot set it up on his own; the Prime Minister will have to set it
up: he sets up Group of Ministers. Many GoMs, half-a-dozen or dozen
GoMs, have been set up. But this particular GoM, with the Finance Minister,
Planning Commission, Panchayati Raj, Rural Development Ministry, should
immediately work out a programme of concurrent evaluation of this
expenditure. This is very important. Because, we have raised expectations in
the country that this will be done.

Sir, enormous things have been done on the Rural Empioyment
Guarantee Scheme. | am afraid, not everybody realises the implications of
that. This Iis the 'rights’ approach. We have been able to tell the people,
'you have a right to ask for employment’. Then, that employment has to be
provided. Now' if we do not provide that, if we create an expectation and
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then that expectation is not fulfilled, 1 am sonry, the system is at the point of
explosion and all of us play a role in that particular development.

Sir, now | come to my final point. Mrs. Brinda Karat was right that
on the front of agriculture, the Finance Minister should have done much
more. It is true that the agriculture growth is only 2.5 per cent, Brinda was
absolutely right that we are not going to reach the target of four per cent
growth and we have to spend a lot of time and exercise to do something
necassary for that purpose. | felt a little bad when | heard that in the
Budget Mr. Chidambaram has referred to another committee which will be
formed to see as to how the credit can actually go to the marginal and
small farmers. 1t is not necessary. Last year, the Committee on Rural
Credit under Prof. Vyas - a very famous economist who has got Padma
Bhushan -- has given out its report that spells out as to what should be
done to improve the credit delivery to the marginal sector. We do not need
anything more than that. (Time-bell)

Mr. Deputy Chairman, Sir, | beg to submit that today what is
necessary is that we should live up to the promises that we make. Mr.
Chidambaram has come out with a clear strategy, has given a Budget
which has a direction, which has a commitment. | only hope that he lives
up to the expectations of the people. | thank you for having given me the
opportunity to participate in this discussion.
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- I TE £ fF am-am AT Brer & Funl 3F oY gRYaT &, ord -
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MR. DEPUTY CHAIRMAN: Now, statement by the Minister.
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