RAJYA SABHA [1 August, 2000]

SHORT DURATION DISCUSSION
Disinvestment Policy of Government - contd.

SHR! KAPIL SIBAL (Bihar): Thank you very much, Mr. Vice-
Chairman, Sir. | would lke to, firstly, express my gratitude to you for
allowing me to participate in this very important short duration discussion. It
does happen in the life of a country that, sometimes, we embark upon an
enireprise from which there is no going back. The entreprise here is the
result of the globalisation and liberalisation policies that we adopted
pursuant to the structural adjustments in the 80's. Disinvestment was a
necessary fallout. it is very important to understand as o what might be the
pitfails ahead of us so that we ali together, with the Government, can take
pre-emptive steps to deal with some of the negative faliouts of this policy.

As you are aware, we adopted this policy of disinvestment in the
early 90's. The Rangarajan Committee was set up in 1983 to make
recommendations with respect to the year 1993-94 and the parametres laid
down by the Rangarajan Committee were, in facl, foliowed in the later years
to come.

When ! hear the Treasury Benches and the Governmeni talking
about the fact that they are doing nothing more than following the policy of
the Congress Government, | am a little surprised because, guite frankly, the
parameters of the policy were not laid down in detail by the Congress
Government, in fact, over the years, on a hit-and-miss method
disinvestment was made, not with much successful results.  Ultimately, of
course, on August 23, 1999, through a resolution of the Government, the
then United Front Government decided to set up a Disinvestment
Commission. Probably the reason for this Disinvestment Commission was
that it you want, really want, to give effect to your disinvestment policy, the
procedure that you adopt must be transparent so thal there cannot be any
allegation made that this enterprise was to be conducted for the benefit of a
few conglomerates in India. The Disinvestment Commission was set up. It
functioned and gave twelve reports. | think the last report was made
sometime at the end of 1999, At one time it was scught to be disbanded.
| think it was in November 1999, it was sought to be disbanded. But then
the hon. Finance Minister made a statement in the House saying that there
was no intention to disband the Commission. | just want to refer to that
statement, this is what he said, A point was made about the Disinvestrnent
Commission. Let me clarifyl - -- this was stated in the House on December
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13, 1999 -- .that the creation of the new Oepartment of Disinvestiment is
not a replacement for the Disinvestment Commission. We have created a
nodal Ministry for disinvestment so that the whole programme of
disinvestment moves ahead. We will soon reconstitute the Disinvestment
Commission.” Well, we are today in the middie of 2000, but the
Disinvestment Commission has not been reconstituted. 1t does not augur
well for the country. The whole purpose of setting up this Disinvestment
Commission was two-fold that the Ministry should take a policy decision
with respect to disinvestment on the recommendations of the Disinvestment
Comission and the implementation of that disinvestment should be left to
the Disinvestment Commission. But ff you are not going to reconsitule the
Disinvestment Commission and take that burden upon yourself, then people
are bound to say that you do not want transparency in this area at all. All
these alegations have been made in the past against the Government in
respect of a specific issue of disinvestment relating to GAIL, Modern Food
industries and some other companies. Sir, et me go back a iittle and
focus the attention of the House as to why this is a very significant issue.
It is wrong to say thatl this was a brainchild of the Congress Government.
in fact, disinvestment is something that has been done in the past, much
before the Congress Government decided to do it in India.  This was as a
result of the efforts of the IMF, the World Bank and the other international
i6an institutions to ensure that there are structural adjustments in various
economies which were not doing so well. Many countries in the world, as
the hon. Minister may be knowing, have done this. Ali of Latin American
countries have done il.  You know about the disinvestment programme in
Brazil, Argentina, Chile, Bulgaria, Kazakhstan, Russia, East Europe, Hungary
and South-East Asia. These disinvestments were being done throughout
the world. In some instances, we had good results and in some instances
the results were not so good.  Bul it is not as it it is the brainchild of the
Congress Government.  These were only efforts,.  Why were these efforts
made? I want to point as to why these efforts were mads. What
happened was that throughout the eighties because of the old prices, the
level of employment in the OECD countries and in the developed world had
fallen radically.  There were very few avenues of investment and there was
a lot of capital floating in the world economy. That capital needed an area
to invest it and so this whole concept of gicbalisation and liberalisation
started. | just want to indicale to you as 1o what had happened, 1o prove
what | am saying. 1| am reading from a book called, ‘The rise of network
society' by Manual Castel who sets out the unemployment figures in the

257



RAJYA SABHA {1 August, 2000]

western world in the 90's, after the liberaksation programme had been given
effect to, and you will see in Belgium, for example, the unemployment was
as high as 12 per cent; in France i was 11.7 per cent; much more than’in
previous years; in Spain it was 22.7 per cent; in UK, it was 10 per cent; in
Fintandd-18 per cent; in USA - 7 per cent; in Germany afmost 9 per cent.
Sa the Western world was very concerned that they were not getting
enough.returns on their capital. "They felt we need new avenues and so let
us thirk of liberalisation and globalisation . In order to have liberalisation,
the obvious thing was for the domestic economies of the lesser-developed
countries to open up; and, in that, the foreign institutional investors and
multi-nationals have a more important role 1o play. So, it was the direct
result of the policy framework of the western world to be able to access
economies in the loss developed countries for their own gains. That was
the objective In the process, of course, we will also gain. | do not say
that we want to gain. Buf we have to make sure that if we are going to
gam, we should not hurt the enlerprises that have, in fact, stood the test of
time for so many years. That is what this Government had to be extremely
carefut about because -- remember this -- when you canduct disinvestment,
there are only two objectives in mind. The first is financial gains.  The
Government wants financial gains and the second is productivity gains,
Now, when you want financial gains, obviously, vou expect that through a
process of disinvestment, you wil get more capital into the company and
that wifl benefit the company in a big way. But remember this, when you
disinvest the shares of a company, the person who is investing in it
calcutates the net per cent value of the assets that he is going to have in
terms of long-term gains, and if he thinks that the cost of investment is less
than the net per cent value of the iong- term gains, then only he will invest.
In that process itself, you lose a lot of assets because the Government of
India has only these assets to rely upon, and if you disinves! every public
enterprise and you lose ail your assets, you will not be able to do any
borrowing in the years to come. So, these are very vital aspects. | do not
say that you should not disinvest, But you have to be very careful, and that
is the point that | wish to make, As far as productivity gains are concerned,
that is also a very jmportant aspect. In the modern world, ownership and
gfficiency in managemer} and productivily are unrelated. Somebody may
own a company, but it may be extremely efficient, extremely productive.
So, what you need to do for productivity gains is, change the rmanagement,
make o management more professional, and make the managernent more
autonomous. No steps have been taken by this Government in this regard.
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In this context, | want to point out that, time and again, the Disinvestment
Commission has been making recommendations that you must make these
enterprises more autonomous and professionally efficient so that you can, in
fact, gain. Unfortunately, these recommendations have never been
implemented by the Government. [ will only refer to the Ninth Report of the
Disinvestment Commission wherein they have said. They said thai
disinvestment proceeds has to be delinked from the short-term budgetary
compulsions and decisions should be taken without further delay on all the
-recommendations of the Commission. They further recommended that the
monitering and supervisory role of the Commission should be restored in the
interest of effective, coordinated and speedy implementation of Government
decisions and they further recommended that before you invest, you must
make the public sector cooperative, autonomous. You must make them
professionally efficient. Now, if you have the bureaucracy controlling the
nublic - sector undertakings, you are not going to be able to make them
autonomous and you are not going to be able to make them more efficient.
So, before you embark upon the enterprise of disinvestment, you will have
to give them autonomy so that, ultimately, when they are autocnomous and
efficient, you can get the right value for the share at the time when you
disinvest. But what is happening? You are not embarking upen that road
of autonomy, professionalism and efficiency. You are embarking upon a
policy of disinvestment for the purpose of budgetary gains. That is our
grievance. That is the grievance of the Congress party. If your only
endeavour is to reduce the fiscal deficit or the current deficit, you are not
doing any good to the country. This is & very important paint, Mr. Minister.
You must realise that the ultimate objective of any disinvestment policy is to
get a true value of the share. How will you get a true value of the share if
your enterprise is inefficient, if it does not have the capital or if it is loss-
making or even if it is profit-making? The possibility of making more profits
is greater if you give it aulonomy and professional independence. It you do
not do that and you go ahead and disinvest, either through a strategic
partner or by offloading the shares of the public, you are not going to get
the true value of the share. So, the Disinvestment Commission made
recommendations, and the recommendations are as follows; namely, "Give a
public enterprise time.." -- a reasonable time --"...to operate in an
atmosphere of autonomyv. Give it time to operate so that it reaches its
optimum level of efficiency. Once you do that, you may then decide
whether to disinvest or not."  You have not even embarked upon that
policy.
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The next recommendation of the Disinvestment Commission to the
Government is that the proceeds of the disinvestment should be! to
streng*hen the PSUs in order 10 facilitate disinvestiment. In other words, if
you have got Weak public sector undertakings, which are not doing well,
and you disinvest some of the shares, as you have done in the case of
GAIL, then you should try and strengthen those weak public sector
undertakings. Do not use the money for meeting your budgetary deficit.
Strengthen the public sector undertakings so that the PSUs become efficient
and their share value in the market is closer to the real value of the sharew.
Then, protect the employees’ interest. That is the second recommendation,
The third recommendation is, broad-based ownership and investment in the
social sector. Mr. Minister, may | ask a question? Have you followed any
ot these policies? Have you told the people of this country what have you
done with the proceeds of disinvestment? You have not told us about the
extent of proceeds that you have used. Through you, Mr. Vice-Chairman,
Sir, 1 ask the hon. Minister that he has not told us as 1o what is the extent
of proceeds that he has used in the social sector; for education, for health,
for infrastructure development and for strengthening of the PSUs., Unless
you have a transparent policy, the people of this country will think that you
are going the Mexican way. What happened in Mexico after the crisis of
19827 What happened in Mexico was, there was a massive liberalisation
and what is the effect of it today? Sir, | quote to you a Report of the World
Bank. This is the quotation. [n~1991, in the Internal Audit Report, it
acknowledged, | quote, “There has been a worsening of the already skewed
and concentrated pattern of ownership distribution in the economy and an
increase in vertical integration. Only a small group of focal conglomerates
have been involved in purchasing public enterprises." This is not my view.
This is the view of the World Bank. Therefore, if you offload shares in this
fashion, if you chose.strategic partners, if you do not have transparency and
the implementation process is no! completely independent of the decision-
making process, you are going to have a situation where people wilt get into
these enterprises for making short-term gains and the objectives of
disinvestment policy will completely be lost. Mr. Vice-Chairman, Sir, through
you, | wish to tellthe Governmem that this aspect of the matier will have to
be looked into in some depth Another aspect | wish to raise is, at some
point of time, the Disinvestment Commission also recommended that 10 per
cent of the proceeds should be put in the disinvestment fund. In fact, that
decision was taken by the Government, and the Finance Minister, in this
House, said that he would be doing it. But it was never done. It has not
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been done till date. The reason was that you could use that 10 per cent of
the disinvestment proceeds for certain specific objectives. Now, the
cbjectives will also not be spelt out by the Government, today.  The point
| am making is that your entire policy lacks transparency. In fact, there is
no policy framework, and unless you delineate that before the public at
large, people will believe that this is being done only for the purpose of
reducing the fiscal deficit. In fact, your policy today is only disinvest in
groﬁl—making enterprises because you know that you will not be able to sell
a loss-making enterprise. As far as | know, there have been very few
instances of actual sale of loss-making enterprises. They have Container
Corporation of India, | know. There are some others also, But, by and
large, that is not the case. So, your disinvestment pelicy is not a policy for
public sector undertakings. It is a policy for profit-making public sector
undertaking. Why? Because you think they are doing well and you can
hive off some shares to get a lot of money and, thus, you wili be able to
use it 10 reduce the fiscal deficit. Now, coming back to the navaratana
companies; for example, Ar India, Air India has done us proud. It has
served us for 50 years. In fact, it has posted profits in 37 of the 47 years
that it has operated. This is despite the fact that it functions with a lot of
drawbacks. Mt is supposed 1o make investment where it iS not necessary,
through deductions of the Government of India. Air India has never received
any subsidy or budgetary support from the Centre, except for the initiai
contribution and equity. When the aviation turbine fuel prices go up -- it
went up by aimost 40 per cent -- Air India has to suffer an additional
burden, along with payment of sales tax and other such things, which other
carriers do not have to suffer, Then, it has to compete with the best
airlines of the world; and vet this year it had a profit of Rs. 2 crores. Two
crores, despite the disability! So, what do you want to do? You want to
disinvest that company. 1 believe that instead of doing that, you should give’

it massive financial support like other countries. We have got instances. | '
will give you those instances to you. For example, the French bailed out Air
France by investing 4 billion doliars in it.  ltaly invested 2 billion dollars in
Air ltalia. Belgium invested 7.1 billion doliars in Sabina. | can give you
examples after examples. lreland, Iberia, Air Lingus, Kuwait Airways,
Olympic; inh all these instances their Government gave massive financial
packages 10 expand iheir fleet. But you don't want that. You want other
competitors to come in and give management to them, and have a very
significant interest in Air India. These are not just enterprises. These
represent the pride of the nation. You are doing it only because you feel
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that you can get some money out of it. Otherwise, you would not embark
on this policy.- Look, what happened in GAIL. | don't want to repeat the
story. What happened with respect to GAIL's disinvestment? A share
which, in 1897, was quoted at Rs. 115/-, you ultimately sold at Rs.70/-. A
share, when the expected price was Rs. 150 to Rs.170, was sold at Rs.
70/-.  The pricing of the GDR at Rs. 70/- per share meant a discount of 11
per cent on the closing price of GAIL's share in the Bombay Stock
Exchange on the date of the issue. L)

On that very day you lost R5. 140 crores. This is what you did to
GAIL. Why? it was because you had no transparent policy. And what
happenad; who got into GAIL? Enron tock a five per cent interest In GAIL.
British Gas acquired a 1.5 per cent interest in GAIL. They are your
competitors. You give a foothold to competitors, you sell the shares at far
below the market price and you say you are following the policy of the
Congress Government, | don't understand this. So, Sir, the point that | am
making is, a time has come for this Government to come out in the open
and tell the people of this country what their exact policy on disinvestment
is. How they want {0 go about it. Where lies the decision making process;
where lies the implefmentation process; what is the level of autonomy given
to the implemenior, what is going to happen to the proceeds of
disinvestment, what are the sectors in which the proceeds of disinvestment
will be invested, in what manner will you invest in infrastructure
development, in what manner will you invest in social sector, etc. These are
the issues that are of concern to the public at large. In what manner are
you going to protect the interest of the employees? In what manner are
you going to broadbase the ownership? These are the issues that are
exercising the minds of the people at large today in this country. In fact, all
this arises from the original resolution of the Government of 23" August,
1996 where they said that the Disinvestment Commission will advise the
Government on the extent, mode, timing .and pricing of disinvestment.
Regarding the extent of disinrvestment, the Disinvestment Commission had
wrillen to you on several occasions in several of their reports. Mr. Vice-
Chairman, 8ir, through you, | want to say that the Disinvestment
Commission has written to them saying, "we have heard that you are
disinvesting i this PSU. You have never asked us for our advice.” So,
they are deciding the extent of disinvestment, without consulting the
Disinvestment Commission. They are deciding the mode of disinvestment
without consulting the Disinvestment Commigssion. They decide the timing,
without consuiting the Disinvestment Commission and the pricing too, | am
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not saying this, but the Disinvestment Commission in several of its reports
to the Government has slated this. | may just point that out. | will just
point out the particular report where they say all this.

THE WVICE CHAIRMAN [(SHRI SURESH PACHOURI): Please
conclude now. '

SHRI KAPIL SIBAL: Sir, | will just finish. This is what it says.
| am referring to the 7" Report. It says: 'The Disinvestment Commission was
set up by a Resolution of the Government, issued on 23" August. The
main objectives of setting up the Commission were 1o prepare an overall
long term disinvestment programme for ‘the public sector, determine the
extent of disinvestment, select financial advisors to facilitate disinvestment;
supervise the overall sale proceeds and take decisions on instruments,
pricing, timing, monitoring the progress of disinvesment.' And they say,
these comprehensive terms were at variance with para 4 of the above
Resolution which stated that the Disinvestment Commission would be an
Advisory Body and PSUs would impiement the decision of the Government
under the overall supervision of the Disinvestment Commission. And it goes
on to say that the Government had not heeded its advice. So, why do you
set up a commission when you don't follow its advice? Yes; there have
been instances -- and | would like to point them out --where disinvestment
has proved to be a success, In principie, we are not against this because
there have been instances; if they follow the right policies, it will be a
success. | just want to point out that, in fact, there was a study made with
respect to 21 developing countries between the years 1980 and 1992
where the success of disinvestment in individual units was looked at and it
was found that there has been, in certain instances, an increase in
profitability by a large percentage. There has been greater efficiency, there
has been more investment brought intc those units and higher rates of
employment. There have been such instances, but the problem here is not
that disinvestment per se iz a policy which is unworkable. The problem is
that disinvestment, as a policy, as put into effect by this Government,
lacks transparency, lacks honesty and will not work i this continues. Thank
you, Sir.

SHR! RAVI SHANKAR PRASAD (Bihar): Mr. Vice-Chairman, Sir, |
am immensely grateful to you for having given me the opportunity to -speak
con a topic which is of great, crucial, importance. Sir, 1 see the whole
disinvestment exercise as another facet of reform. If we look at some of
the statistics, | think, none can questicn the whole rationale of
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disinvestment. A whopping Rs.2,30,000 crores are invested in 240 PSUs.
And the return by way of dividends and profits is & smali  amount of
Rs.9000-odd crores. If we exclude the so-called blue chip companies, then
we are going to suffer enormous loss. Sir, as far as the State Governments
are concerned, the total number of PSUs is around 2000, out of which as
+many as 75% are sick and the total amount involved is Rs.4,50,000 crores.
When | was going through the stafistics of Karnataka, | found that there are
78 PSUs in Karnataka, out of which 51 are sick. All this is taxpayers'
money. And-obviously it cannot be allowed to go on like this. A change
has to occur. As | see from the submissions made by my esteemed friends
who have spoken, there appears to be a consensus on disinvestment,
There may be some shift in emphasis. My esteemed colleague,
Shri Dipankar Mukherjee, a distinguished Parliamentarian, is gracious
enough to give me his affection. We are in the same Standing Committee.
| asked him “Dada, why did you agree to the establishment of Disinvestment
Commission in the year 19967 He, in his very inimitable style,said, it was
orly recommendatory and not mandatory. | was just giancing through the
terms and conditions of the Disinvestment Commission. | am having the
notification dated 23" August, 1996. | will read only two- three clauses,
Clause 2 : 'to determine the extent of disinvestment, total, partial, in sach of
the PSlJs' and the othgr clause: 'to supervise the overall sale process, take
decisicn on instrument, pricing, timing as appropriate.” Sir, this whole terms
of reference was given to the Disinvestment Commission for effecting a far-
reaching change as to the manner in which all the PSUs are to be
operated. Sir, even otherwise, if | draw on my experience as a lawyer,
the recommendatory obligations are also meant to be carried out. But the
dwindling returns on public investment is not to be considered on a
polemic as to whether something is recommendatory or mandatory. | see
a more justifiable, ideological, rationale for this whole exercise. Based upon
ernpirical evidence, it has come to our notice that public ownership, as an
instrument of development, which was widely used in the post- colonial era
and during the period of reconstruction after the World War, is no fonger
valid. You have to perform in order to survive, You have to excel to face
competition. Today's world is certainly interdependent. Sir, | was just
going through some of the statistics. The National Textiles Corporation has
119 mills, out of which 43 are closed. A total amount of Rs.1,000 crores is
being paid onssalary of workers of mills which are closed. The annual
turnover is Rs.B800 crores. The annual loss is Rs.500 crores and the
accumulated loss is Rs, 7,354 crores. Sir, | was hearing a lot about Air
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India. | came to know that out of 55 airlines the world over, as many as 35
are in private hands, Air India had been given a monopcly. After nearly 50
years of monopoly, Air india has suffered a loss of Rs.174.48 crores.
Certainly, our maharaja must smile. But he must smile with a more efficient
Air India. We cannot continue with Air India suffering a staggering loss,
just to keep the Maharaja smiling. We know the whole experience ol Brilish
Airways. The ITDC has 33 holeis, out of which 31 are loss-making. Only
two, namely, the Qutub and the Lalit Maha! in Mysore are in profit. The
Qutub, because it has given the premises on rent; and the Lalit Mahal in
Mysore, because film shooting is permitted there. The point is, public
money cannot be aliowed to be used like this. Therefore, some crucial
decision has to be taken.

Sir, | was trying to know as to what has happened in other
countries. ) was particularly keen about China. Sir, in the 15" Party
Congress which was held in September, 1997 in China, & decision was
taken to undertake fundamental restructuring in three lakh State-owned
enterprises by merger, acquisition, privatisation, disinvestment, and also by
retrenching surplus workers. Sir, these are matters of record frorm which we
cannot run away.

Now, a question was raised about the extent of disinvestment.
The question of strategic sale has come about. Sir, | would particularly ke
to highlight the experience of Maruti in this regard. A couple of years ago,
it has got 82% shares. Had the proposal been mooted 1o disinvest it at
that time, the return would have been to the tune of Rs. 6000 to Rs. 8000
crores at the rate existing then, Now, the share has dipped to 56%, and if
we disinvest it now, we are going to get hardly about Rs. 4,000 crores.
And let us not forget that in  Maruti, the public money that is involved is
Rs. 4,500 crores, with a return of merely Rs. 20 crares. Sir, if we take out
Rs. 1,000 crores for construction of primary schools, | calculatad that
about 4 lakhs primary schools can be erected through that Rs. 1,000
crores. Therefore, the sirategic sale has become a crucial component of
any exercise of disinvestiment. Now, Sir, in this connection, | would certainly
like to highlight as to whatl has been the report of the Disinvestment
Commission. | would particularly tike 1o refer to the 8" Report of this
Commission. Releasing the 8" Report in December, 1997, the
Disinvestment Commission recommended closure and outright sale of the
Electronic Trade and Technology Development Corporation, the
Rehabilitation Industries Corperation Limited and others; and dilution of
Government stake by 25% in some others. The point is, even when the
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United Front Government was in power, the Disinvement Commission clearly
recommended for outright sate. Sir, the same condition was there in the
7" Report. The Disinvestment Commission in its 7" Report, which was
released on 26" March, 1998, recommended the strategic sale of equity up
to 51% in four public sector enterprises, namely, the Fertiliser and
Chemicals Travancore; and others. The point 1o note is, even when the
UF. Government was in power, the Disinvestment Commission
recommended for strategic sale, outright sale and sale beyond 51%. The
point to note is that if you intend to undertake the whole exercise on a
sound economic line, you will have to go in for strategic sale.

Now, Sir, a question has repeatedly been asked about the right of
the workers.  Certainly the interest of the workers is to be taken with
human compassion. In this connection, the statistics are required to be
highiighted. The total workforce in India, Sir, is : Rural - 269 million;, Urban
- 86 million; making a totel of 355 millon. The total workforce in organised
sector is : Government - 20 million; private - 7 million; making a total of
27 million. Sir, the total number of employees in the Central public
sector undertakings, is -- my source is Public Sector Enterprises Survey --
1996-97 - 2 million; 1997-98 - 1.86 mi¥on, 1998-99 - 1.90 million.
Therefore, if the whole disinvestment exercise is undertaken in the speed in
which it is ought to be taken, certainly, Sir, the maximum number of
workers who would suffer or would be affected, wouid be 0,50 million.
Now, the question is this. Can such a heavy investment of public money be
allowed 1o be dwindled, keeping in mind the interest of these small number
of workers? | am saying this thing with profound respect; piease do not
misunderstand me. The workers must be given compassion, but at the
same time, the people of the country, who have invested their hard-earned
money in these public sectior undertakings -- and that is public money --
have also got a right to have proper return. Sir, | am happy 1o learn that
the Government of India has clearly stated that the whole return from
disinvestment would be spert upon social sector, upon restructuring  the
FSUs, in helping them to come on right lines, and on deficit. Sir, |
was just going through the Budget for 2000. The revenue receipt is Rs. 2
lakh odd crores, and the interest payment is Rs. 1,07,000 crores. That
means, half of the money is going towards interest payment. A lot of
money has also gone for implementing the recommendations of the 5" Pay
Commission and nothing is coming for social develppment. Sir, the people
of the country are aiso entiled to have a cake in actual development
expenditure and that must rise.
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I must indicate at the very outsetl that my eminent friend, Mr. Arun
Jaitley, has brought great pride to this country by giving a whole new focus
on various aspects of disinvestment. His successor, Mr. Arun Shourie, | am
equally sure, would take it further forward.

But, with protound respect to the hon. Minister, | would iike to
administer three or four caulions.

(A} There must be complete fransparency in determining the
price. Please advertise it 1o the maximum extent, not only
in one corner of a newspaper but also even on television
repeatedly so that people should know about it and the
maximum returns are gained.

(B) Certainly outline how much money you are going to
allocate for the social sector projects like schools,
hospitals, roads and other things.

(C}) Please treat the workers with great human passion. | am
sure the workers who have given so much for this, have
cerlainly got a right to have a better treatment.

Lastly, | would like to highlight one thing. | am concluding before
you ring the bell. Up till now, disinvestment has been done in 40 PSUs.
The percentage is 16. The total amount realised is Rs.18,393 crores. If the
rest of the 84 per cent shares in these 40 PSUs had been disinvested, the
total realisation would have been to the tune of Rs.97,000 crores at the
prices then existing. These are only sampies. |f a strategic sale is done
and if it is done properly, cerainly, there will be a good return, there will be
good management and there will also be scope for development.

Sir, | was just reading an article on the reactions world over on
disinvestments. The general consensus was that there was initial
opposition. Bul, when the people saw the results, as 1o how improvement
was done, there has been a gradual acceptance of that. The same was the
experience in the U.K. There was the same experience in Italy. Theré was
the same experience in many other democracies. | am pretty sure, with the
kind of transparency, to which our Government is committad, the beneficial
result of this whole exercise would be there for all of us to see.

Thanks a lat, Mr. Vice-Chairman.

SHRI C. RAMACHANDRAIAH {Andhra Pradesh). Thank you, Sir, for
giving me this opportunity.
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Sir, this subject has been discussed earlier also in this House,
There are two aspects. One is whether disinvestment is justified. The other
is, if it is justified, what mode has to be adopted for disinvestment.

Sir, | heard some speakers telling us about the role of the public
sector. When we got the independence, we needed very large quaniities of
preducts to build huge irrigation, power and other projects. No private
~ corporate body was in a position to invest such huge amounts for setting
up industries. That was the reason why late Pt. Jawaharlal Nehru
encouraged the public sector in this country. It was done with a vision.

Sir, gradually, a number of industries have come up in the core
seclors of steel, cement and others. Subsequently, it has outlived its utility,
it seems, The private sector has gained the momentum. Now the private
seclor is in a position to dump lakhs of crores of rupees into industries, and
it is in a better position than the Government sector to work in the requisite
technology also. So, the primacy has been given to the private sector, and
the Government has adopted the policy of liberalisation and privatisation.
So, what | &m trying to emphasise is that the role of the public sector
cannot be underminéd. It has played. a vital role in the overall development
of the country, in building up of the infrastructural edifice of the country.
Simultaneously, the private sector has also grown.

One Member was saying that the public sector was responsible for
the growth of the industry in this countty. That aspect has te be Kept in
mind.

The role of the Government now is one of a fecilitator and not of a
doer. it has got its own role to play in the social sector. The role of the
State is being redefined. On that account | justify the privatisation.
Disinvestment is nothing but privatisation. Conceptually, the Tetugu Desam
party Is not against disinvestment, but we have got certain suggestions to
make. My point is, where is the necessity for the Finance Minister to..

SHRI BRATIN SENGUPTA (West Bengal): Sir, the question of
disinvestment of Air India is also under scruting. The Civil Aviation Minister
should also be given an opportunity to listen to the debate.

THE VICE-CHAIRMAN (SHRI SURESH PACHOQURI): He is listening.
SHRI BRATIN SENGUPTA: Is he? Thank you.

AR s 20 (0 vRE TEE) TR & a9 @) el aediwdE 2l
gt FAZ W oo ¥ | sgd Nt A omn Wi gu £ g @ &
.. (2aes)...
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3.00 P.M.

SHRI SWARAJ KAUSHAL {Haryana). | told him that the Minister
was travelling in the 1 Class.

SHRI C. RAMACHANDRAIAH: The PSUs are fike family jewels.
Under what circumstances have we been sefling these jewels? Generally,
we do so0 when we are compelied to seli them. Either we are in extreme
debt or at least some policy changes should have been there. My point is,
where was the necessity for the Finance Minister to announce in every
Budget that his larget of disinvestment is Rs, 10,000 crores or Rs. 15,000
crores? By doing so what objective is he going to achieve? | cannot
understand that. By revealing that so and so units are being privatised, you
are qiving & scope to the private buyers to form a cartel and reduce the
value of the company. Sir, we have gol huge public sector undertakings
operating. | was told that ten top PSUs were valued at Rs.5 lakh crores.
That was an estimate. | agree thal the Government should have a
transparent mechanism. These disinvestments should not result in
monopoly. That aspect has 1o be taken care of. One gentleman was
saying here that the GAIL shares were sold at Rs.70. When the international
economy was in doldrums and the SENSEX 'was the lowesl, the price
offered at that time was Rs.120. Mr. Chidambaram was the Finance
Minister then. The price at .which we have disposed them of was Rs.70,
when the inlernatiocnal economy was in a buoyant mood and the SENSEX
was ascending and the international global investors were prepared to invest
in the country. Moreover, we were not beseeching the international
investors. And we sold it at Bs.70! You have to justify it. In the first
quarter of this year the company has shown a net excess profit of 110 per
cent over the corresponding period of the last year. Therefore, its shares
should not have been sold at Rs.70. | am not searching for any skeleton in
our cupboard, but be transparent. In the course of five or six years you are
going tc disinvest a large number of companies. There are some
sentiments also attached to some pubfic limited companies. Don't create a
situation where somebody will show a finger al you that you did this
mistake. You can explore all the possibilities. Your objective shouid be to
gel the optimum price for the Government. That should be the criterion.

Sir, one more thing. Everytime we will be advising the Government
to bridge the fiscal deficit. They have resorted to disinvestment. Is it the only
source to bridge the fiscal deficit? | don't think  s0. You can reduce the
Government expenditure. You can downsize the Government staff. You can
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improve your revenue base. You can improve your resources. What is the
panacea for alt the ifis of the nation? You say "Disinvestment”. If you are
going to get RAs.12,000 crores or Rs.i5, 000 crores or Rs.20,000 crores, that
will send a wrong signal to the investors. There will not be any thumb rule
with regard to the valuation of the assets of the companies. You can
classily the units into units which cannot be revived, units which can be
revived and sound companies. You should have different yardsticks for the
valuation of the assets. In the case of certain companies, you have to iake
the intangible assets also into consideration. Take for example, Air India, As
per the agreement which you have entered into with other countries with
regard to air routes, they have got some valuable routes.

When you adopt a method for the automobile sector, you cannct
adopt the same method for the aviation sector. The same mode cannoct be
adopted for the petroleum sector. My suggestion is, you cannot leave this
thing to a committee of bureaucrats however hopest they may be. They
should be accountable to Parliament. You can constitule a watch dog
committee consisting of representatives from various political parties. It is
not only the framework of the policy that has to be formulated, but it is the
implementation of the policy that needs a supervision. This is going to be a
very big issue. You are going to disinvest the shares of companies which
are worth of crores of rupees. Don't create a situation where there will be
skeletons in the cupboard.

Sir, the disinvestment process was effected in 1991 by the then
Prime Minister, Shri P.V. Narasimha Rao. At that time, the objective was to
maintain financial discipline and to serve some social sectors. They never
said that it was to bridge the fiscal deficit. They say that they are totally
helpless. | do not know why they are saying like that, We should be
ashamed of saying that. They say that only to bridge the deficit in the
budget, they are disinvesting the shares of public sector undertakings. The
Government is totally incapable. The Minister is incapable. The party in
power is incapable, You should not do it. You can use part of the amount
for it. Unless you disinvest and get some amount, you cannot bridge the
fiscal deficit. This is not the only panacea. | think the Minister will concur
with my views.

Whenever there is a change of Government at the Centre, the
objectives of the disinvestment are being changed. Some more objectives
have come, to restructure the sick units in the State and to give a golden
handshake to the workers. These are some objectives that have been
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announced. The amount realised after disinvestment is virtually being spemt
for the purpose of National Renewal Fund.

We should try to motivate the workers to improve the technologies
s0 that they can be suitable to the present needs. It should not be like
giving some amount and then asking him to go away. Over a period of six
years, from 1992-88, an amount of Rs.2,627 crores has been transfarred to
the National Renewal Fund out of which the expendilure comes out to be
Rs. 2260 crores, and Rs. 2407.5 crores were spent on the VRS, What is
the amount that we have spent on strengthening PSUs of the States, the
objective which we have pronounced? We do not know which Ministry has
got control over the NRF, whether it is the Labour Ministry or the
Disinvestment Ministry or the Industry Ministry. | do not want to go into this
issue any further because this issue has been discussed threadbare and at
great length. | recommend 1o the Government to constitute a watchdog
committee, a committee which acts lke a watchdog, and however honest
the present Committee may be, it is accountable to the Parfiament. 1t is
very difficult to bring disinvestment of every company before the Partiament
to get its approval. There should be a committee which can oversee the
implementation of disinvestment that is being taking place. Otherwise, there
is going to be anarchy. Sir, | would like to read out something. * The issue
involved is that crores and crores worth of public property has been buift
over the last fifty years. So, the matter cannot be left entirely to the
bureaucracy. Don't undermine the wisdom of this House. This House has
eminent economists, eminent persons who care for the welfare of the
country, the welfare of the nation and the welfare of the people. Take this
House into confidence and constitute such a Committee. Sir, this is a very
dangerous exercise which you are going to undertake. You are going to
undo the whole thing which has been buill over a period of five decades.
We are not having any objection for undoing it. But do it for the welfare of
the country, for the welfare of the workers, for improving the economy of
the country. But do it in a transparent manner. Don't have ad-hocism in
your approach. Have a correct method with proper perspective and try to
get the maximum to the Government. Thank you, Sir.

SHRI BALWANT SINGH RAMOOWALIA (Uttar Pradesh): Sir, many
of the tearned colleagues have expressed their views on a very sensitive
issue of disinvestment. Sir, in my opinion, this august House is discussing
the disinvestment issue. But the country is locking with great confidence
and hope towards this august House, and the couniry sees not only the
actual exercise of the disinvestiment of shares of a few companies but also
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something that is belng sold out. ¥R aE @d & V€ & f& TRT ¥ g RBww
[

| iﬂwaﬁsnu#ﬂﬁeﬁ %Wﬂil??"t-"\'
?ﬁaiﬁ?ﬁwzﬁ A2 @ | oM R B T R D, e
B T A @ 2 R ) wm A A 2 R A | e R iRar B &
@R | R e ¥ e oed 1 R 3w & ar A aft 13 Yye @ faed
R A “Rgwm Tt W ew #
*Perhaps, it is belng considered 1o sell the shares or the
disinvestment money for Rs.153 crores.”

t

But the Paper says:

*Let us remember that Air India's Nariman Point building m Mumbai
is worth Rs.2,000 crores--this is excluding its other assets.”

And also, we have 13 flights from India to America, and back.
They are also being sold, and the management is being given to the
foreigners. One thing is very clear. | quote again:

*Some time ago, civil aviation circles say that before a firm decision
on 26 per cent was announced by the Government, a wel-known
foreign airlines seemed ready 1o step forward to pick up Air-India
equity even if only five per cent was offered.”

They were ready 1o join with Air India just for a five-per cent sharel
We have now taken a decision on 26 per cent. Our Company Law says
that with 26 per cent of the shares in a company, they can stop, veto or
block any decision, vital decision, which is likety to be taken by the
company. Sharad Yadavji is here, He has told us, many times, in the
House that we are in favour of Air India which is substantially owned and
effectively controied.  Sir, et the Government come and tell us how
effective control will be there and how it will be substantially owned. Our 40
per cent shares are to be disinvested either 1o the foreigners ¢r to the
people of Indian origin; it is either 26 per cent or 40 per cent; 10 per cent
to the financial instilutions and 10 per cent to the employees. It is an
admitted fact, and nobody can stop it. The moment foreigners come 1o our
country, they will have a 26 per cent control over Air India. They will come
with right hand, and with left hand, within a year or two, they will purchase
the shares given 10 the employees, at higher rates, and they will, some time
later, purchase the shares given to the financiai institutions too. It means,
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they will strengthen their control.  Sir, in my humble view, the sovereignty of
the country, by disinvesting Air India, which is our pride, is being
compromised in that maitter. 3@ 2Raq v fear & af 1998-69 # e it
2t o 2, 99 Rem @ 5 fifems diew o € 9% TE0R & b @ M0l
IHal Rl &9 s angfial w44 & 5 g el o €, v 99w wEl
w81 AfdE omRe § 2 varengw € &t & agd i 8 oiR 9 Wt #
e fiw € @iy ) o wdlg wen @ #) 3™ R amRe 4wty aerat
YHRESH @ T "Ha & o ¥4 98 H4 & 8 Y7 Iuwwiens, off, o el 99
T 39 AW H WNAE @R W B Food B I} IR 2 |
o wf ferft N o i A ool T & ogga @ W A vl wReEw &
faRfim &t R &1 st 3 & R @, Rradt g9 989 791 Mg of wan §, avR
v EE A 9 afte dm g fw M A | adier § ww &7 s A
VR AEA F AR -
"The significance of the case is best understood when we note that
in the US an air carrier which is defined as a citizen of the US,
gven if it is a private company. As per law, the president and, at
laast, two-thirds of the members of the board of directors and
other managing officers of the cotporation or association must be
citizens of the US. Egually ifmportantly, at least, 75% of the voting
interests of the company is to be owned or controlled by persons
that are citizens of the United States.”

a5 G @ 48 T I8 £ S} BN WHA W §9 Y D) STH e R W@ F |

T afir &g W WA onwl), 9% 9% € 5y sfem @) 9 & wig, S
2 ¥ 9% aF enRes (fve w1 it W@ A 7 A oY St @ s W | g
e §, vy ey, 5 anft e IRw SMfRw 3w ot el & - pad @,
Fift spfoar /, P FEww B, O ® R Rw @ Ryl N F I W@
Iud 90 wfae 8, @ § erifees b 3 ae A &) 7 @ iR W gt ARy
2, Mgwm ffyrer e 33 £, & ™ o T § & swet qar aaw Red aned
FE1 & f Afc 0 Ot ahe, W) fEe I § i ae %, s s gEd
A T8 @, 77 A @, gEE wey w7

s A IR A wEa g B e iR o femgwwede & fag
Srdicar B fafe t A 26 e W A A 2 ? 599 26 wde 9 @
9 oY anus! T oY FEaR T8 fP? o AR A S R w ot @ T oe
? 5w fem B gam B el e, W e B ay A v A afad
iftr A T 7 TR, R 3 9 fGugakedT ¥ W oA wary angll, o
FM | T Sred slivw o RyggRE 2, w0 a8 Hfdes €l @ i?

¥ g g w, B R A w1 gs e R ww | e @ T
feagawic madde o1, Fude &1 bR =E 5 g9 om o | $a & v ? fAr
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g B @ 9 Ry Smar &7 @ UF @ 98 g4 ¢ {5 ang e W a3 Y @
# st g feugRAvede @ AR, IuE ue ANIRA &, AR 310 39 @) MR,
AW B dgel, W Bt Aoic 31 Wi 2 @ &7

3 GAR @ ATME Y g7 & ATudt YW wgr wve § R arweh g @t
T8 W) Fa A § | aEIE |

SHRI R.P. GOENKA {Rajasthan): Mr. Vice-Chairman, Sir, yesterday
and today we have heard elocient spesches from Shri Pranab Mukherjee,
Shri Dipankar Mukherjiee and others. Whether to disinvest or not to
disinvest, we have heard all the pros and cons. | would only like to add
one or two points for the consideration of the Disinvestment Minister. What
could be the basis of valuaticn? It is a tricky thing. If a factory is working,
the land nas practically no value or it has writien-off value or it has book
value. If a factory is closed, we can self the land. Then it has a different
vaiue. We have 10 be flexible in our valuation, Shri Dipankar Mukherjee,
yesterday, very eloquently mentioned about Air India. Yes, i Air India is a
focal point, is a point of our naticnal prestige, let us not sell it.

[THE VICE-CHAIRMAN, (SHRI MD. SALIM) in The Chair]

That does not mean f ¥Rl feasiwede el €1 7ad & | v i &t
oy TéF 3o wed & @ v B, O ey o @ & 7 U wicardaR Hud
F ar ¥ ux wE T 5 97 110 Wi, 120 wde Bt a9 < & 1 s
Ot B T & 3l o 9A TF du wed € o w9 A )

welgy, Iud Aegw ¥ 4 wdEm | g e § ue ween wiwdl g B
IR A 2 AT, 5 We, 7 e 9w A Q@ 99 ST a wlg dey 7 Frerf |
Y 4 frad & Aotz & I | R T w3 2 a1 A frenh A
& fAreh |

Teey, RPR ¥ 3 i Redee ug & fF of &3 8 99 wied!
I w79 YW | 48 el HEA | ¥A € ? | 39 ggar &t Bl @)
A gy & B R A S | A ol A 8, oed w1 e fageee
HFH HYA L, WU TF a9 @x i | PR e 10,000 FS WU @
feagiwde gw@ 2 o B3Ry, 15,000 wiie Uy & fragiwedic o & @t Iy |
77 dar 2 Wiz, b wle, 7 i 9% auw ¥ A& 93w, % 9@ we § fan |
AR AT 2 Tvee AR wig & 29 &t orev %1 99 o 1 o aig S B
al 3% "= A N I3 SFgm, g dr B R a9

ot afererad Aeer (o) : 17 dufpat sad o R sk R f

THE VICE-CHAIRMAN (SHRf MD. SALIM}: The House cannoi be
utilised for marketing or shopping.

-
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THE INISTER OF STATE OF THE DEPARTMENT OF THE
STERY OF INFORMATION AND BRODCASTING AND MINISTER OF
. £0F THE MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS
BHERD ARUN JATLEY), That has been done transparently outside.

THE VICE-CHAIRMAN  (SHRL MD. SALIMY:. Yes, cutside.
: f 5 VIDUTHALAL VIRUMBL (Tamil Nadu):  Mr, Vice-Chairman,
; ':i@d!\ we have been discussing this, and in the iast one decade,
we hac teken up this subject more than ten times. This itself indicates the
mpostanca attached to this action. Sir, during the last decade, that is, after
1091 4 z2hifl nas taken place in our economy. One school of thought is for
Stata row and another for market forces. Both would not agree with each
other ever o we argue again and again. Dennis A Rowdinelli recommended
for privatisation, whie the person who wrote 'The Asian Miracle', Robert
Vyscee, be fo State role. Rven of you ask one hundred times, Dennis will
stendd for orivatizebon and Robert Wade f{or State role.  Therelore, the two
of thom cannot come o the same point. The main issue is: At what
iniclure are we taking up this subject?  Sir, the growth of labour force is
2.5 per cent even though the growth rate of populfation has come down to
ooiow two per cent baczus2 in 708 and 80s, we were not able to contra!
tre popdiaiion growth to the extent we ocught to have done it. Therefore,
the decendency ratio else has come down considerably,  But, for full
emaloyment, the annuzl improvement in our economy 1o the extent of seven
per cent per annum is essential, for the next 15 years. We require the
growth of agricuiture and allied industries to the extent of 4.5 per cent per
annurr.  For that, the investment rate should be between 27.5-28.5 per
cent of the GDP. This is the junciure at which we are dealing with this.
Sir. when we talk aboit efficiency, it was also mentioned by somebody
yesieraay thal ownershbip is different from efficiency. At the same time, In
the global trend, evervbody is taking their own decisions according to the
climate prevailing- in ther counlry, Far exampie, in the Asia-Pacitic
Conference which was heid in 1893, they adopted a Resolution in which the
Qren Feonomy was snnroved.  And China 1oo signed this Onen Econorny
syslem,  Apother thing iz the! they bave daaded o have ths VRS, like the
cone which we have. A8 por this, 70 lzkh workers in the current year and
80 lokh workerz in the prevics vesr were shown the doors with some
suppert. i was dacided that for the jower class of workers, they would gjve
a sushadable ahowsnce of Hs 721 per mmonth, and {oi the higher class, 1t
weas decided &t Hs, 7,207 per mionth - 1 am zaying this in terms of the
inchar velue of Hhe rupee. The issue before us is not thal we are changing
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the shares of a company from one hand to the other. The total value of the
public sector, according to the market rate, is Rs. 7,00,000 crores, and
2 million people are working in these units; that is, 2 million farnilies are
involved. And, in the global trend, the share of the aid from the developed
«countries and the international financial institutions as weft as the
conceassional duty has decreased year by vear.

This is the situation. At such a junciure, we had to take certain
decisions. The decision taken in the early 90's was disinvesiment of the
public sector. But the purpose for which this decision was taken has not
been served. That is what Kepil Sibalji has argued that the disinvestiment
now taking place is only to offset the fiscal deficit. That is the argument put
forth by Kapii Sibelji. But what 1 want to say here is, if you go through the
period from 1890 te 1995, you will find that even the surplus amount in the
Qil Pool Account, instead of it being shown in the capital account in the
Budget, was shown in the revenue account. This was done during the
Congress regime also. It does not mean that you can justify this action
because it is for offsetting the fiscal deficit, it was done previously. But the
same should not be followed. We have to see what is the purpose of
disinvestment. The purpose that disinvestment should serve is this. | gquote,

- "It is imperative that decisions in other importnt areas such as, creation of a
disinvestment fund, offering shares to domestic market, revamp of voluntary
retirement schemes, employees' pension-cum-insurance scheme, counselling
service to those taking VRS..." and so on should serve as objects. There
are 127 public sector undertakings which are profit-making. There are 106
public sector units which have been making losses for the last ten years
and, in spite of their best efforts, they have been unable to come out of the
red,. When that is so, the strategy adopted in the early 90's was the
strengthening of the strategic units. That was number one. Secondly, it
was about privatising the non-strategic units.  Thirdly, it was about
rehabilitating the weak units. These were the three concepts that had to go
along with disinvestment. If it goes along with the policy of disinvestment,
then it is good tor the nation. Sir, we have had a mixed economy. We
have achieved industrialisation in the last fifty vears with both, the public
sector and the private sector put together. i it heips in incraasing the
employment opportunities, if it helps in deveioping the economy of the
nation, if it fulfils the ambitions of the common man, who is actually
working from dawn to dusk, then it is welcome. Therefore, in that sense, in
the beginning of the 90's, the selling of the shares and the equity of profit-
making units was the first decision, that was taken. Kapil Sibaljf has
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accused the Government. For that, | say, the Comptroller and Auditor
General of India had accused the then Government of depriving the public
exchequer - during their time, of more than Rs.3,300 crores. It was the
Congress Government at that time. But it doesn't mean that the same
mistakes should be continued. We must take it as a lesson. It should not
be continued. | wish you had addressed this problem in this senss.
{nterruptions) The second s the transfer of managerial control, higher
percentage of the Government holding to be off-loaded. This was the
recommendation made by the Rangarajan Committee. There were two
decisions. One was about strategic sales to a single buyer. Then, the
sacond one is on the anvil.. (Time Bsl) Sir, please give -me some more
time..

THE VICE-CHAIRMAN (SHRI MD. SALIM): Your party _had eight
minutes,

SHRI 5. VIDUTHALAI VIRUMBY: | agree with you, But you pleasé
compare it with the other parties also. You were very liberal with the other
people. | hope the same concession will be given o me aiso.

THE VICE-CHAIRMAN (SHRI MD. SALIM): The same mistake you
are making should not be continued.

SHRI 5. VIDUTHALAI VIRUMBI: It is not a mistake, Sir. It is very
appropriate,

Sir, | have just started my argument; please give me some more
time. | think the competition law Is on anvil.

SHRI KAPIL SIBAL: As he is even-handed, he should be allowed to
speak for some more time,

SHRI 5. VIDUTHALAI VIRUMBI: As far as disinvestment is
concerned, if we take into consideration the last 10 years, India ranks 9" in
the whole world. What | say is, before we decide on disinvestment, we must
go through the pros and cons of it. Once we have decided on it, there
should not be any delay in implementing 1. I its implernentation is- delayed,
we may have to incur tosses; | mean, the nation will have to incur losses.
Once we have decided on disinvestment, we must see to it that it is
implemented.

Sir, as far as electricity is concerned, they say that its generation,
distribution and transmission should be geparated from each other But in
regard to cil sector, they say that cilfields, refineries and distribution should
be put together and then it should go into the market. What is the rationale

2T



RAJYA SABHA [t August, 2006

behind it? How does ths rationale differ from sector to sector? | hops the
hon. Minister will explain it. Once vou decide about a thing, you must
implement it. 3ir, Germany has been abie to disinvest 13,500 cdmpanies
within two. years. They were able to do it because they were able {0
translate their actions into reality.

Sir, my next point is about the budgetary support the Government
has given and the dividend it has received from the public secior enternrises
in the last one decade. From 1981 it date, they have dgiven a budgslary
support of Rs.54,136 crores, nearty 8s.55,000 crores. But the dividend the
Government has got from the public sector enlerprises 1 only Bs5.77, 525
crores. It does not mean that the pubiic sector enterprises have not
contributed anything to the public exchequer. That impression should not
go. What | have just stated is thal this much the Government has got by
way of dividend only. At the same Time, | wolld like to emphasise that by
way of corporate tax, the public seclor onlerprises have pald Hs 33,869
crores.

SiHRI JIBOK ROY (West Bengal): Generally, the private
not pay corporate tax.

SHRE S, VIDUTHALAL VIRUMB!

C

b
w0

know that ligre ¢

-

. )
P | H
about the public sector enterprises alcne, They have paid s 1,24 400

crores by way of Excise Duty. Sir, they have aiso pakd Rs 72 602 rrores by
way of Cusioms Duty. Apart from that, they have also paild an interest of
FRs.1,12,710 crores, This interest nas #s own bearing on the idss-rmaking
enterprises. 1f they don't have 10 pay the interast, then tner position would
have been gtterent, The other side of the argurment is, aftar having paid he
imterest, Customs Cuty, Excise Duty and Corporate Tax, the private people
are stit able to find the profit. That is another argument, What sihan Sy
has said s a totally different thing What | want 1o say is, Dy paving the
Corporate Tex, Excise Duty, Customs Duty, =tc., they have contributed to
ine publiz axcheguer. Sir, the profit of our 127 prodi-making public
enterprises has increased from Rs.6,000 crores 1o Rs.22,000 crores. So,
they were able to show this much of profit. The other sice of the picture is
this. What 15 the positicn of 106 enterprises which are toss-making? In the
year 1991-52, their loss was Rs.3.723 crores, and in the year 1998-99, their
inss has gone up 1o Bs5.9,274 ciores; nearly Rs.10,000 crores. Wihen the
profit-making enterprises were asie 10 show three times more gross profits;
the loss-rmaking enterprises incurred three times sore losses. What is the
alternative for this? Should we cicse down these units o should the
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Government give further budgetary support 1o these units? That is the
guestion. No political party or anybody will support the idea of closure of
these units,

That is the thing. When it is so, what is the alternative? Wil the
Government be able to provide Budgetary support continuously? That is the
guestion before us. | feel that the answer to this is in the negative because,
already, the interest payment is more than 50% of the revenue receipls
envisaged. When more than 50% of the revenue receipts envisaged goes
lowards interest payment, whoever may be ruling the country, how can we
axpect continued Budgetary support from the Government? Now, the public
sector is operating. There is no other go now. Whether we are willing or
not, we have been forced to go towards privatisation. | am not for
privatisation for the sake of privatisation. In case they are able to get
Budgetary support, | will stand by that.

For Andrew and Yule, | think, the Germans have supported and
now it is able to stand. Now, people, instead of sitting idle in their homes,
are again going to their workplaces. That is the situation.

I would like to say that during 1992-98, Brazil, a smaller country
than ours, was able to reaiise Rs. 66,720 crores through disinvestment, but
we were able to get only Rs. 18,000 crores. We have to compare ourseives
with it.

Now, what are the suggestions made by the Disinvestment
Commission? (i) Formation of a disinvestment fund; (i} Granting greater
autonomy to the boards of PSEs--this is what Kapil Sibalji was saying and
this is important; for the Navratnas you have given; for others also, wherever
you feel it necessary, you must do that; (i) Setting up of an investigation
board of public sector entreprises 1o evaluate the instances of maifeasance,
particularly by the bureaucrats; (iv) Revamping of MOUs; {v) Uniform policy
of VRS,

Sir, the National Renewal Fund, NRF, was constituted for three
purposes: {i} for retraining; (i) for redeployment; i) for VRS. What | say is,
we are spending the entire NRF only on VRS and not for retraining or for
redeployment of the workers. | say that some percentage trom the NRF
should be apportioned for refraining ard redeployment of the workers,
Wherever possible, they must be redeployed. The NRF is not for VRS. It is
for retraining and for redeployment also. The Gowvernment should work .
towards this. '

Whenever you take a decision, it can't be implemented
successfully, untii and unless you get the support from the workers, the
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labour section. In case you want to take a decision, whatever decision you
take, before that, you should take the workers into confidence, the labour
unions into confidence. You should justify your decisions before them,
convince them that this is the way it should be; otherwise, you may have to
close that down. | feel, {iy employment opportunities so far enjoyed by the
public sector entreprises should not be affected; (i} whatever remunerations
they are enjoying so far, should not be shrunk and should not be affected;
(i} there showld be consullation with the labour unions, and it is very
*essential for the successful implementation of the disinvestment policy,
Otherwise, it may be doomed and that is what we have seen so far. You
have to take care of these three things.

You need tc apply these three things for this: () caution; fii)
prudence; (i) wisdom. | feel that with these three, the Government will
march forward. | hope, it will protect the interests of the labourers. If
anything goes against the interests of the labourers, | hope, the Government
will not take that action. | hope, the Government will not take any action
which is against the interests of the workers because the NDA is committed
to the welfare of the workers. | hope it will stand by them.

With these words, | conclude. Thank you, very much,

SHRI ARUN JAITLEY: Mr. Vice-Chairman, Sir, 1 am extremely
grateful to you for having given me this opportunity to intervene in this
debate. _Sir, in the. month of December iast year, we had an occasion in
this House. ...{interrupéions),..

SHRI JIBON ROY: Is he replying? ({nterruptions)..

THE VICE-CHAIRMAN (SHRI MD. SALIM): He is not replying.
fnterruptions) | He is only intervening. fnterruptions)

ﬁﬁﬁﬁi@?{ﬂﬁmﬁ)m?ﬁﬁﬂﬂﬁméﬁﬁﬁﬁ?ﬁmg. E 71
o 2 a8 gy 99 e @ &1 ... (=FmEaE)...

Suemena (it sieere wohm): o F Ty @ € R 3 Teffawm & sy
¥ Y X0, 3 iR oft 35 9 A £, s ghagd

SHRI ARUN JAITLEY: + am intervening as a Member of this House.
interruptions)

SHRI KAPIL SIBAL: As a Member, it is his maiden speech, Let
him say what he wants to say. {nterruptions)

SHRI ARUN JAITLEY:  Sir, | am extremely grateful 1o you for
having permitted me 1o intervene in this debate. [n December last year, we
had the last occasion when this hon. House debated disinvestment at
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length. Various views were expressed here. Since the last few months
this subject has been an important subject of debate not only in this House
but also at the various forums of this country. | think it is also important to
reaiise, as the hon. Member was saying just now, as to what are the
options available for the country irrespective of which Government is in
power, Since 1991, and | wish to correct here a popular impression which
exists that it was the currenl Leader of Opposition, Dr. Manmchan Singh
who first introduced this concept into our political economy. There was an
interim Government in 1991 prior to Dr. Manmohan Singh becoming the
Finance Minister; it was headed by a very senior leader of the country, Shri
Chandrasekharji whose views on this subject are well known. For the first
time disinvestment was introduced during that interim Government. In fact,
that interim Governiment in its interim Budget that it presented and | quote
from that Budget slated: "It has been decided that the Government would
disinvest up to 20 per cent of its equity in selected pudlic sector
undertakings in favour of mutuai funds and financial  or nvestment
institutions in the public sector.” Then an amount was indicated that would
be realised during the course of that particular year. 1In July 1991, we had
an Industrial Policy statement of the then Congress Government. We had
the successive Budgets presented by Dr. Manmohan Singh where targels
were laid down in every Budget. In two out of those five years, those
targets were alsg achieved. It is also importan! as to what the Common
Minimum Programme of the United Front Government had to say. Now, it
was a programme which was framed after the United Front Government
came to power and it laid down an agenda for governarce that also
provided for disinvestments and this 20 per cepnt limit which the first
Government had set was not menticned in that particular policy of the
Common Minimum Programme. In fact, the exact quotation of the
Minirmum Programme is, "The question of withdrawing from the public sector
from the non-core strategic areas will be carefully examined subjéct however
to assuring the workers and employeks of job security or in the alternative
opportunities for retaining and redeployment.  The United Front Government
will establish a Disinvestment Commission to advise the Government on
these steps. Any decision to disinvest will be taken and implemented in a
trangparent manner® .. .{nterruptions)... | would certainly compliment the
United Front Government for having taken this step further, for having
astablished a Disinvestment Commission and for having laid down the terms
of reference of the Disinvestment Commission.  In fact, most of the cases
which the present Government is dealing with, lhe Department igd by my
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able cofleague My, Arunt Zhourie is now dealing with, are those 50
undertakings which werg referrad to -- some weré referred later on -- for 68
cther recommendations of the Disinvestment Commission are avaiiable.
But  those 50 wnderizkings which were referred {o the Disinvestment
Cornmission were referred to by the United Front Government itself.  The
Let of reference of 40 PSUs  was in Seplember 1996, and the second list
was in March 1997, Sincs one of the companies has been most referred
to in the debate yesterday and today, | must mention that the United Front
Governmen! had a foresignt that the fist case that it referred to the
Disinvestmen! Commission was of  Air India which has been most
rentioned in this particular House in the last two gdays. Once out of
powar, i s very easy.. fnterruptions)..

SHEAT RO BOY: Whal s the recommendation abiout Air India?

SHRI ARUN JAITEEY:  The recommendation of the Disinvestment
Commission in reference to Air india was that . {nterruptions}| There are
marginal differances botween what ithe Government has decided and what
the Disinvestment Commission had said.  But 40 per cent disinvestment
Cnterruptions)..

SHRI JIBON BOY: R was 20 par cent,

SHRE ARUN JalTLEY: | am sorry, | will correct vou. One of the
recommendations of the Dinvastiment Commission in reference to Air India
was 40 per cent, except that they wanted 40 per cent disinvestment by
virtue of issuanca of extra shares (0 the company itseif.  Therefore, what
the Governmisnt hias dona is not in complete variation.  We had added two
other aspeots 1o i, We have, in fact, done something which at least the
Left must support ux, for the first time in India we have introduced the
scheme ot employees siock option which is sharing the corporate wealth
with the employees themselves.  Never In the past had this been done.
This is ong addition which wa have mads to the recommendations of the
Disinvestmant Commission iizelf. Sir, several questions have arisen. |
must comment on what Shri R.P. Goenka has said, He besides being a
Member of this House has practical experience of business and he knows
how the market operates, e said, "if you go about investing .." -- this is
directty contrery to what Mr. Mukherjee said yesterday -- .."..2 per cent, 8
per cent and 10 per cent small disinvestments in small lots, you will not get
the value for the Governmenl assets.” | am not standing here to say that
what was gone in the past from 1831 to 1897 was wreng. | am not jor a
morment saying that. | would, in fact, compliment the present L_eader of the
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Opposition that at least in 1991 he had the courage of conviction to start
on a particular objecl.  And at least during the first nine years the agenda
which he laid down and which was expanded even when the United Front
Government  was in power, let me say so, there was no case of
disinvestments of loss making units even when the United Front Government
was in power. You were only thinking in terms of VSNL, MTNL, GAIL, etc.
.{nterruptions).. Yes, now, we have realised, as we have the word of
wisdom by Mr. Goenka, that we would never get the best value for it.

Historically, it has been proved. Today, The Economic Times
carries an article "Why are the shares of the public sector undertakings on
the stock exchange listed at a value which is not very high as compared
even to the book value of those shares®. There are severai factors for it |
do not want to go into it. What is ultimately the objective of disinvestment?
There is unanimity in this House that the obieclive of disinvestrment is not --
and should never be -- to bridge the budgetary gap. That is not the
objective. I that is not the objective, by just a minority disinvestrent of two
per cent and eight per cent, what is it that we were achieving? What we
were achieving in the process was we were probably not getting the beast
value for the shares. The public sector shares on the stock markets are not
rated very high nor were there other advantages of disinvestment. One of
tha objectives of disinvestment is, once you get a sirategic partner you
should be able to get into that particular company. The company is going
to remain; the object of disinvestment is revival of that unit, strengthening of
the unit, saving of the jobs.

SHRI DIPANKAR MUKHERJEE (West Bengal): You are privatising.
Why doni't you come and say that | want 1o privatise? |If youw have the
courage, ¢ome out. Yeslerday also | gave you a challenge. You say, 'l
want to change the ownership; | want to privatise the public. sector’. Do it.

SHRI ARUN JAITLEY: You wanted to know whether we have the
courage. Please pick up the 1999 Budget Speech of Mr. Yashwam Sinha.
He did use the word 'privatisation’. There Is nc question of this
Government not having the courage. This Government is the first
Government which has the courage of conviction to implement the
economic reforms process. There is no question of our double tak on this
particular issue,

SHR! DIPANKAR MUKHERJEE: We are now discussing strategic
sale, not disinvestment.
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SHRI ARUN JAITLEY: The policy of the Government, as | wil
outline, has been very clear.

SHRI JIBON ROY: One minute. ..

SHRI ARUN JAITLEY: Mr. Chairman, Sir, | am not yielding. | am
nct yielding. if there are any questions, after this, you will get your chance
to raise tham. You wanted to know whether this Government has the
capacity, In the last year's Budget Speech ilself this phrase was used.
There is, therefore, no question of this Government being reluctant to use
this particular case. The policy of the Government is very ¢lear today. We
have had an experience in 39 companies. We went through & process of
minority disinvestment. On an average in those 33 companies, we have
disinvested to the extent of 16 per cent per company. Today, you have to
introspect, think back and analyse. Did we get the best value of what we
did in the last ten years? Was there any improvement in the managerial
abilities of that particular company? Was there a professional managerent
also coming in, bringing in capital, bringing in new technology into those
companies? And then, what are the larger objects of this particular
process? This Govarnment very clearly decided. Sir, in relation to each
public sector unit, our object is to see that the unit survives. The policy is a
comprehensive one. There are unils in the strategic sector which are not
going to be privatised or disinvested. There are other units where we will
make a decision, and the decision to kesp even certain non-strategic units
in the public sector will be guided by several factors: s the presence of &
public sector unit required in the interest of the national economy? If ves,
we will keep it in the public sector. If it is required, as a ¢ounter-veiling
force to prevent the private sector monopoly, even if it is non-strategic, we
may still choose to keep it in the public sector. That is the policy of the
Government which we have repealedly pronounced.

SHR! JIBON ROY: Why do not you release a White Paper on this?

SHRI ARUN JAITLEY: Well, now, | think, we are not debating upon
mere forralities of an oral speech ¢or a White Paper. The policy is very
clear. Therefore, we go into this question. What about the revival of units?

SHRI JIBON ROY: It is clear in your kitchen, not in the House.

THE VICE-CHAIRMAN (SHR! MD. SALIM): Please, Mr. Roy, allow
him to complete.

SHRI KAPIL SIBAL: We should iet the hon. Minister complete his
reply.
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SHRI ARUN JAITLEY: Thank you, Mr. Sibal. As far as the policy of
revival and reconstruction is concerned, even the Budget Speech, 2060, of
the Finance Minister very clearly stated that we are going io revive those
units as long as they are to be kept in the public sector.

SHRI1 JIBON ROY: Which are those units? You want all units 1o be
privatised. What is the meaning of this? | do not understand the
point...{nterruptions)... . :

THE VICE-CHAIRMAN (SHRI MD, SALIM): Mr. Roy, | cannct allow
you to seek clarffication on every word.

SHRI ARUN JAITLEY: If you choose not fo understand, let me give
you two illustrations that you have not chosen to acquaint yourself with. A
very major reconstruction package has been announced by the Government
about the SAIL. A very major reconstruction package has been announced
by this Government about the HMT which you must be aware of.

SHRI JIBON ROY: They are aiso going to be privatised.

SHRI ARUN JAITLEY: Therefore, | am sure, | have given you two
lustrations. Therefore, you would try to understand.

SHRI JIBON ROY: Again, you are making poetry. 1 could not
understand. Nobody can understand,

SHRI ARUN JAITLEY: Sir, et me say this. | really cannot help
those people whe choose not to understand. You wanted those units; |
have given you those units. Yesterday, a suggestion was made. The
suggestion was, "Why are you going in for a process of a strategic sale?"
Let me clarify. In all cases, we do not go in for & process of strategic sale.
We are not intending to do so. }’he Digsinvestment Commission, which was
set up by the United Front Government, made several sets of
recommendations. We slart the process. We consider the
recommendaltions of the Disinvestment Commission which the Government
has said are indeed very valuable as far as the Government is
concerned...fnterruptions)... Today, there is no Commission. [ will explain
the reason as to what the Government is doing about the Disinvestment
Commission,

SHR] DIPANKAR MUKHERJEE: Let the Minisier expiain this.
SHRI KAPIL SIBAL: Let the Minister reply this point.

SHRI ARUN JAITLEY: The Minister will do that. But, the policy of
the Governmenti is very clear in this particular matier. The Disinvestment
Commission has made sore very valuable suggestions -- the Government
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“etermine = a3 to what is ihe larger read map of each particular FSU,
whathor obe resence of the PSU in the Governrnental sector is required or
eol reoes g Al limes, a criiesm is made as to why are we not gaing in
faroa big-tickel privatisation. Why don't you go and first privatise the
boorddive Lorapanies or the blus chip companies?  That is one oriticism we
face.  tne genond criticism wa face i$, why is it that you are including &
i lanter of lass-rmaking uvnits?  foday, a comment was made as o
whizh e T less-making urvig, The decision which we have taken, one
nprivatiaation has taken place. There are 18 other cases, whnich have been
claared, wheeh ars pending before the Government,  This includes a large
nuichor ot cuses which are lose naking umits. It includes marginal cases.
iowthon arpe proht mnaking companies atse. The object of this whole
v s cwss There are uniis which are sufiering. losses, units which are
ety o s olosure, unis which are threatened. The hon, Member was
ast e mondioning that we need so much money. It was menticned that
A rewsee ovested § 2 billions. Sheuid we now tell the taxpayers of India
HEpl o s s particwlar unil -- there are a few million o a billion, as Mr.
Shal pret s to enlarge the tgure -- we ward 1o impose these taxas upon
vais? oo el the pecple thal we ars going to cut down your subsidies
eoatise L have 1o subsidise a particular und.

sHED KAPIL SIBAL.  Sorry for interrupting. | was pot for the
revival of tbe unit, 1t was for tha expansion of the Air France.

S ARUN JAITLEY: Mr. Sibal, it could be. | am gratetul 1o you.
Bul in #0282, as the hon Member from the DMK just now mentioned,
arhon s vory clear. The size of the revenue and the money avaitable before
the: Soverment s very Clesr. Either you are going to use this money for
devenidienidt process in the secal seclor, oF you are going o pick up a
teww raithon oo biion out of thhem and say . fInterruptions)... 1 will certainiy
come o your question alse. | have not yst compieted my speach. Or, we
say o the Taxpayers. Well, your money which has come for this particular
peepgse, aa towe aoing to be ilizal ter funaing the insses which the
Oirepzrpiveet Bag suijered o tne Joare o owning all these nusineszes, The
Gdverniment has 1o take
e mtereat o the gveall

: eonscious decsion. The decision has 1o be in
CNomy, ine Jomsnd has to Be in the interest of
the sooid - xntor the docision hag 10 be i the interest of the parlicular unit,
A R oumbar of thew 2re i aieas whae D2 private sector does exist
@reaiy, et e ot owith tne hguas ) nsed not go into the point
whiore the pel aolicy bacd costed so much. i am net analysing the policy
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of the last ten years, or even before that. | wuouldt straightaway concede to
what the hon. Member here said, Al the time whon they were set up, there
was a historical role which a large number of units had to perform.* But,
today, to come and start creating a distinction -- well, my learned friend
from the CPM says, ") am not on the loss-malking ones.” -- is not correct.
S0, one half of them -« i do nol know whather you have given up the
vhjection of  you are still sticking to it - 120 odd, are loss-making.
Nobody has very seriously aquestioned, as far as those are concernod.
{nterruptions)

SHRI JIBON ROY: Let. us have Slate by S'ate,

SHRE AFLIN JAITLEY: Okay; let me iell you State by State. You
will be glad to know that it is not merely tihe orerogative of the Ceontred
Government.  As far as national economy I8 conoumed: we have 236 unils
in the Central Government. We have units ry State. | was reading
last week that the Punjab Government has aiwo decided to set up a
Disinvestment Ccmmission. The Haryana (overnment has also announced
a decision in this regard last week. The Karnataka Government is in the
process. The Andhra Pradesh Government... . §r.far vokions)

3HRI KAPIL. SIBAL: We know that,  Theal's bscause of the
budgetary deficit at the State level, ‘

SHRI ARUN JAITLEY: Mr. Sibal, that is not merely because of the
budgetary deficit. | trust that the Siate Governments are also interested in
seeing to it that the loss-making units are rovived because closurg is
sornething they don't deserve.

SHRI JBON ROY: Wil you please yield for a minute?

SHREI ARUN JAITLEY: | am coming to the West Bengal
Governmenl also. ...{fnterruptions)... | am coming to the West Bengal
Goverbment.

SHRE! JIBON ROY: Please, for a minute,

SHR! DIPANKAR MUKHERJEE: | know he is a good lawyer, he
cannot do.  nferruptions)

SHRI ARUN JAITLEY: There is an sroa where the Weast Bengal
Government 8 locking for a management partner. We kpow that.
Vriterruptions) The West Bengal Governinent is also looking for a
management pariner.  {terruptiore
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SHRI JIBON BOY: Will you please yield for a minute? | know you
are a great man. 1 am a labour, a worker in public sector factories. Wil
you please vield for a minute? There is no doubt that the Disinvesiment
‘Commission was constituted by the United Front Government. But before
that para, the United Front Government never made any recommendations,
However, a committes was constituted, Afler all, that committee was a
committee of bureaucrats. |t made several recommendations. In their
recommendations, they deait with capital assets worth Rs. 2.8 lakh crores.
Do you think we can go ahead and implement that report of the
bureaucrats, without discussing it at length in the House, without taking the
consent of the people?

SHR! ARUN JAITLEY: Sir, | am grateful to the hon. Member for
having raised this issue. There is absolutely no guestion of there being any
issue which should not.be debated in this House.

SHRI JIBON ROY: The Disinvestment Commission has never been
debated in this House. It has never been debated in this House.

THE VICE-CHAIRMAN (SHRI MD. SALIM): He had yielded, and
you have made your point. Please, let him speak.

SHRI ARUN JAITLEY: | thought the Disinvestment Commission and
its recommendations were being cited against us as a mantra. When we
said that, that was the basic day we started considering and that was the
Commission which was set up by the United Front Government, Now, the
question is raised that it has never been debated in the House. This
House, on several occasions, has had an opportunity to discuss the subject
of disinvestment. ... including the reports of the Disinvestment Commissicon,
Every page of it is open for discussion even today. {(nterruptions)

SHR! JIBON ROY: Not once has it been placed on the Table of
the House.

SHRI ARUN JAITLEY: Every page of # is open for discussion.
Nobody has prevented a discussion on the issue of Disinvestment
Commission. Therefore, the question which arises today is, what is the
larger purpose of disinvestment ot privatisation process?  And | said, in
some cases, we look for a sirategic partner because there are ceftain
advantages in it. The Government gets the best value. You get
professional management; you get a partner who will make investment and
revive those units, There are some cases where you may want to disinvest,
but you may feel that the iarger interest of the economy is that such a unit
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must not go into a single hand. Therefore, you can disinvest into the retai
market so that the entire body of the investors may apply tor small
shareholdings and have a professional management running it.  The
Disinvestment Commission also, in the recommendations thal it has made,
said that there are 29 cases for strategic sale, eight cases for frade sale,
that is, sale in the market, offer of shares to empioyees and others in
five cases, and in 11 cases, it said you defer the whole process,
Therefore, the professional body which was constituted and which went into
the details in every case also laid down the areas where you must officad
the shares in the markets and not. give control 1o any one individual, as
against strategic partners, which was fell as a better option in the interest of
the company and also in the interest of getting a larger revenue, as far as
the State was concerned. Last Monday, Sir, a question was raised in this
House and | had indicated --when somebody said, change the name of
disinvestment; | really admire the foresight of the hon. Member -- tha! itis
not a process by which you are closing down a unit. |t is a process by
which you are trying to save the units which are moving towards sickness.
You try to revive the loss-making units by bringing investment into them
and by getting professional management into them. When you see the road
map of the units which are facing an increasing competition today, you
would see that they may be in profit, they may fetch you a particular value,
but in view of the competitive areas, after the fiberalisation process, with
monopcifies coming to an end, Slate monopolies coming 1o an end.
regulatory frameworks coming to an end, we may foresee that five years
from today, either their values will go down or the units will probably get
into some trouble, Therefore, just saying that today it is making profits is
really not the criterion. You have to take the larger interest, in the long-
term, of the unit and also of the economy and of the workmen into mind
before you decide as to what to do with that particular unit. There are
several reasons, Sir, why successive governments, including the interim
Government of 1991, including the Congress Government, for five years,
intiated this particuiar policy. That is the basic question. After the
liberalisalion process, when the private sector has comme into a ot of
businesses, in faci, a 1ot of businesses in a big way, should the taxpayers'
money be locked in those businesses? Or, should we bring the taxpayers’
money and spend in the social sectors. What shouid be the Government's
first priority? Or, should you go to the taxpayer and say that | cannot give
you irrigation, 1 cannot give you hospitals, | cannot give you educational
institutions because my money is lying blocked in businesses, even though
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you have a large private sector which is wailing to step into those
businesses?  The object of disinvestment process is that. you try‘ and
introduce a professidnal management into the particular unit, you dring in
more investment into the unit, you make it more competitiva. Now, several
Musirations have been given. Air India is a case which is mentioned. Shri
Rarncowaliaji was saying. He was raising several questions relating to
govefeignty. | am not merely going by the world precedent that 35 out of
50 major airlines in lne world today are private. | am not going by that
precedent. Every country has iis own value systems. Air India has been
very dear to'us. Air india has to be saved. But we must also realise that
whereas Air Indig, must be saved from this loss-making trend which has
started, we mus. adopt a poiicy in the context of Air India which is also a
pro-consumer “policy.  With the decline in performance, have we even
considered how our own consumers are suffering? Today, we have a 25
- million dasporas living outside India, that is, Indians {raveling outside India.
Have we tried to compare ourselves with the various foreign airlines? Air
india was a great "Airlife at one point of time. In the last few vears ils
parformance has dipped. The kind of tariffs that our consumers are having
to pay -- | was studying the figures -- a major airline which commands a fot .
of traffic in and out of India 1o Europe, per kilometre, is charging our
consumers, our travellers, coming to India and going out of India aimost
twb-and-a-halt times the fare that il charges between Europe and the United
States.

Why do people coming tos India and going aut of india have fo pay
two-and-a-half times rnore lare? The reason is very clear. There is little
competition hare. You will get a choice of ten different airlines on that
route.  Where there is a larger compelition, the prices will come down.
interruption) When the hon. Member was saying .. ..{terruptions)

SHRI JBON ROY: The respective Governments are providing
sdbsicly. (Interruptions)

OR, BIPLAB DASGUPTA (West Bengal: There is one minor
auestion which | would like to put. Do you know how rnuch subsidy the
British Gevernment i giving fo Concorde?  {ntarnuctions) 1s there any
competiiion for Concorde?

SHER! ARUN JAITLEY- With utmost respect to vou, | do not think
our economy is such that to the riches! niche of traveller, who travels by
Congorde, the Govarniment must think in terms of giving subsidy for his
travel. That will be neither good politics nor good economics {nterruptions)
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SHR!I K. BAHMAN KHAN (Karmataka): What are the
recommendations of the Disinvestment Commission, so far as Air India is
concerned? To get a better price .. ... (Interruptions)..., it has
recommendsd that you should invest Rs.1,000 crores first and then go for
disinvestment. You have to clarity this. {iterruptions)

SHRI ARUN JAITLEY: We have considered those recommendations
{nterruptiong)

SHRI DIPANKAR MUKHERJEE: Sir, he should not give clarifications,
He is not a Minister. He is a Member. He should speak. How can he give
clarifications? {nferruptions}

SHRI ARUN JAITLEY: But you are seeking clarifications.
{nterruptions)

THE WVICE-CHAIRMAN (SHRI MD. SALIM): You are seeking
clarifications after clarifications. {nterruptions) Mr. Jaitley is intervening.
{rterruptions), His time is also imited. He bhas to conclude now.
{nterruptions} Further clarifications will be made by Mr. Arun Shourie.
(nterruptions)

| SHRI ARUN JAITLEY: Thers are several aspects which the
Government has to take into consideration. When you say 'we disagreed
on Air India, we added the issue of the e-sops, the employees' stock
option. Now ™ come to the last question. | am sure Shri Arun Shourie wilt
deal with the rest of the points. There are several points to which he has to
respond. As far as the interests of the workmen is concerned, the
Government has very clearly said, we are trying to revive the PSUs which
are required fo be there in the public sector. ! wil give an illustration.
There are cases where the best interest of the unit is served by
disinvestment or privatisation process. We are going in far privatisation. !t
would be a very transparent bidding process, No privale negotiations are
involved in this. As far as the interests of the workmen is concerned, the
interests of the workmen, in the first instance, is going to be protected
when we try and save most of these units. This Governmert has aready
anncunced a VRS package which is till date the most attractive VRS
package any Government has announced in india. We have, for the first
time, initiated the process by sharing the corporate wesith with he
workmen who helped 1o create it, by giving a scheme of e-sops. In (he
agreements that we entered into, even in the case of strategic sales -+ wo
have done one case s¢ far- and we adequately provided there- -ine
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nerception of both parties, the Government and the strategic parthers, is
iat no retrenchiment will be required.  In some cases of over-staffing we try
to ses lo it that the economic package which is available to the employee is
such that it will even soften the blow, as far as the employees may
visualise.  There are cases when the hon. Member said "why did you
disagree?’ "Have you realised?” When we added the e-sops formulation, as
far as the Air India employees are concerned, the largest Air India union
made a statement supportng the privatisation of Air india and the
disinvestment of 40%. | would, therefore, only say that the Government
wiil 1ake into account the overal inieresis of the economy. it has been
taking into account the interests of the unit, the interests of the employees.
This actually is a vrocess of revival of this unit. That is the reason why
sotne who criticised it here, when they come into power in the States, will
pa in lhe process of resorting to the same policy which the present
Governmer! bas adopted today. As the hon. Member from the DMK
suggesied, we have 1o lock for belter alternatives, if there are any. In the
abhsence of any allernatives, perhaps the policy of the Government today is
unguestionabls.
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avE § UE YOaT g%, 39 o 8 56 g4 ufkan @Y oml agrn 9 v@ @ | el
wied w4 &, ofl g Aexa & T dld 1@ ¥ oY I o W v ¥ aifaw Aer A
Fel & steri-oren ufidrs dwr & Ragg o & o feagaede i w1 2 | 89
Rxara v & 971 a@ @1, @fFT ww R a8 it 3 s aoe-e R o @
SET EmEAT g8 o fe it will be generated through disinvestment process.
For what, | do not know. 99 orm-xo Ufeis Jaoy & Razad ¥ 6w e
s fayg=aeede fpm W w8 & & [ 10,000 &% $9Q & SR 7 v war?
@ »E) A wdl vE 4w e vE & ) RugrdeTic &1 4w IR0 W) g9 A § 98
uE we o 2 2wl pafg dhr gs T &, ARk F v @ 8, 99 av 3
=gy, TR [sug<ede fFm o e | AR R W A guma e ® R S e
a1 il & ol ol 99 @ € 7 39 P W AU 9% 9R A weawd | aen
& vieell gy & o ¥ o1 W g Preoray o @ f 5 A aga a7l B
goufnl & gk % B an, qAfdER S8l 28 9F @) ow e g o -
St HIE o Ragdeede, gg AT 3 57 3 5 o) AR-wRE gan | BiAT
wAd &) 39 de ¥ U9 wgg 9R fLuwget ueler A v e, o s off e afdem
F - A, e, foneaoa, e dite 4fEm s €

7 Faiew ggett | T8, 7, &g 3afFm S oo E @ afRrs @ |

88 win Fregy . Y A W @ ofaefRdw & 2 @ o nfafafdai € 2
wEY 7 Pl v el el & 97Y O G 8 R § olR fud Amd & v A ) 4,

292



[} August, 2000) RAJYA SABHA

Iy T i mma bt A & vE w8 wer & 1A Am e & o 9
I waTd 421 B I8 €SS AR W W AT oo iR g arenl U ' wgd a
| 1 garell @ Wt v oanw ad @) Bd 99 78T ogan afew Ue
uEreferdt @ w1d ¥ ag | €% uE ¥vn TR Y@ & 5 % wid o weaiamt & fw
T IE AN & R % ot ue F wal o w2 7 R ol A awed ould o« T
et oY, § ft 5 frd Ao do1 o | 1690 4 R Bros Y vfes d s
2, g7 ded maAAc 2 Wit guredt quid R wE 32 wede o o fR 1008 N
vepy 13 wde & | ot word fid et 3 aem e adl o &, we
g w Fm-wn e @, g B SRy IR wE agy anaa R fy Aiftea
Jaexr 4 g Y1 wd o mfer | vaw & ot 1000 weiw gm o) § s o
FaEmS qo &, FAffme Tl @, 5w afymr @ e e 6 own i) g v @
fo, fafoar gfem & g, wpat g9am & oo &1 wd & ) Gl B89 wg ua @
ﬁméﬂﬁagﬁwi@qﬁﬁﬁ WWL'}?% R wiltse oy 9 EEGIERA
anrer Y & | Bemg whie sl g amd @ s firaard wiy Prend e anad
e 8 aﬁ'\' G?r-ﬁaa Reargm, @ e fid) 7 mora o fRetRaE A g
20,00,000 @i 1 7 of@re AR A A9mR o F gy w @i deew |
g Hm 98 27 B R & 571 wufad o g aml a, gt W & 29, grede dwe
F el § 2 39, 9y R g o @ viee 29 1 o wrs S ol S el
A ALY B A o3 wEA AR g & tolen v ety #, 9ud s -Gk
& T # 6 g\ omR 2 F Be gemEm & A eawd @ gy 8 e fvar o @
TR FRI A F | R FH 3§ avE A el wvd wtd ﬂwmf*uqu
a9 | RIARGE. UF g g A BHR WA B, Ve BRRm 9
R 7E., dfpT NAR.TE. AT & W A, ITH e wFEE v T dw clT:m
e W Af R TR @ g e gw oY et al e ) gvaie
# g Em % ufers e 7 R gn A fvw ave @ am o
3t &, froa 50 anl & Joum off gan, o ety dew ft 8 wd | 3wd e
=dl fivar o gean iy 9aF W arem-orem o & ) Ryt afiens Haew o oy o
A o TE & 1 A e g B el F v 2 Qi qued waid d P ave @
B FHER 9% 7o TG, FIE e ® @mman g S9e] Suan sl 9w @ )
IHPT e fwmase A | gEigy, 99 dufal w ooy g owmfRu e

g ovoRgs g A A wEd R % Y weR ug vE € dmw ouw
3 7 &, gufay swat du sl BR fw 4 @ gueemR @)
faferda Suoer avd v € o ofSre dEeR @ a9 9 Aem em & LR
arn B 5 o5 sufat ot arR B an o) SRRl & osra A a1 Bl Sufrt & e
i 3m 3 A A 7w R @ S e 2w B v wWem W 9Ed 49 0
gg & f doa gdelw, o iy awiges AR dw 8 8, gwe) B9 v sy |
e, o Es o ¥ @E @ wie el 4 v @ s e s
® wnfra e s oS &% A 39 @ o) tvefary e | s g &3 @ ann

293



RAJYA SABHA [1 August, 2000]

fosry gan & O @® o w9 @i 3 39w |
Fufrl &1 ofe daey H Rl & 8 1 e
WWE%W%WWWM%
T | WERTS, ITN H9 W UE eavH e § | et sufal @t
e A € oo 8% ifthy YRferm o iR gl el ) g | R ang e
F pEd v8 1 oR1 vOgR W gy, rT Rew 9wy, o TE s

A ot T ardgEd w1, IXWH qR BN S e ol 9 v dwew @
Fewd off ¥R wa wRwd S g @ fen v | weew, amfs, dufres ek
afeplod % # e deTy B 9§ 991 WTEH IET 8, 89 ¥ 6 ¥8 § | Wrer-ure
FTEFL S O AMETT o, SHP A e A R s wve € | i v A o
=it wien 4 &9 weiig 9 #Y 9% 5 a7 T 99E waree & 2 | 999 B 4e
w7 &Y ddd & 1 e & wic ¥ a1 | 18 S dfie dwee 2,
=l o ed 7 el e Wne @i of, amfve frlgrdt off e =
s e & fFats fem

errerens (3 WewTe wellw ) @ w9 oy oI e O ST |

off W freaw - ww, aph A 49 S R 2 1 R 19+ g it )

el B wTd By veT 91 [ "eley, 1997-98 # ofidre dwex d 3,147
&g, 16 o vy ik aedieww e @ 5o | a7 fad ogde 3o ¥ amg 9=fe
TP we gAY | amg e o mede SuRrl @) end ARy, fmen oft wimdeigovE o
ST, TEHEIT P FWR, WER] % YW-3Ed T Wl 9 Bies e 9N 8, 59 &=
% afisrr doov 3 3,147 s o o ¥

TeigY, we E e 99 ol RiESew $ an § B ofe dwex ¥ 2 T,
40 w9 arlE un B FRede fea o @ ;
wedt wr TE &1 N W W 9 g9 UHar™ ot
amd 2 o | aw a wd T ¢ Rfedsw Fa a8

B 2
d ot
3

TS Wwwf*ﬁté@anm%m?ﬁmﬂmmmﬁﬁmﬁgs’ 21 sy wh
s gfers daew sufal @ agenar A, afcw Swl waikE It avE vig R s
wid qomdae F gen, wreAlgem A gon, MR M Sww BfRNs v R W
AT g F U Ao wa & | e 9% 9@ ¥ ufers daee ot sufl il e

2l oW b e A9 e A RRed g E mend g7 ol
goft ameliol & qraae ey fBfade 53 vET 2, 3 WeR o i 2 vl £ |
%@wgs?aé?awﬁs%*ﬁwﬁa%a@m%ﬁﬁm-mﬁw
&t b e, ®le 3 | U8 Twe BN | ol g% e @ v 8, iR ww o
gk e d w2 € 1 9 usd € ww o1 [ Resdwe @ ol @ s
w8 W Ay smu dulEl o wigde Rl F i afdE sy ww oo at ad &9
worl, U T gU Al Us! HU R B e & uem |

wavE, feagdtede & of weles 2, F g0 oD &0 @ o) & 5 oW
WY @] B A A ? W RPN B B 2§ 9Efea a9 7 I WER 3

294

¥



{1 August, 2000] RAJYA SABHA

M & w7 O WReN B 1 & R UeT 7 o WEIR a0 @1 & oy
TS ? T OIWRER F oM & Ffeem gt suew s 7oA e oo # R
TR wiedleyr ¥ war nar @ ae v b R ¥ 1 Ao weumerdt v ew
AT IO Wd 2, T TR Y et 2L+ T AdE gee W U et ol
A v dL ol & @ F Rvwwr gt A anPwr 1 va uvE wern w5 v dlud
& &= § o Bt syt and £ 3 e wre @ uE ol 9 e mde Y g
e o SN fiea =R am? 9 TR B Y e wa dg § e i 2
Herarges v . A dtoft ) & wadl ot g afeiyey Yo o wwohsh vt 2
£ w0y od 7 & & o Rrederdl e € B oot o oA wm i A
W Afee o WA § oo ww Y o Na B oty @ wrwel % wen e wd
fRre &= defmy fifrer S o s & 95 o R e B va Al s wigw ©
@, AW aneHt T 8 wem Arl ke dmew W w9 aEl awhte ol ge
freterd ¢ ok 9w fosterdl & mehie o vE @) e o ave @ ofe
Aqer @ D ol ve Do & ok ow Rl @) Fenar o var 20 o ain
fea-gaede & afle: | (Wwa ) Eg).

TR gfem w oamd, W 'S ey gl fewegdwd & add B q@
et & 5 o ohwple d P Jean adl @1 @ e ww due # sy &g onen
e B AR B wemd G R & ar A ¥ qumr g7 vE A g wefuw
gdr difte, sige duv ehv @feT JWede w1 v au wm ¥ viye ] e
HErd o aRdY Gl o # A & 1w wed s faen 3w @@ @ e

5 few-gREHT &1 S R IW § W FRR WHGR T UFE g5 Ty Ao § 9w
FEd W e RRwt § o <w 21 fiRel mufat o e dw ¥ ryw daew A
wires 8 e afdl sae ued gl 2wl @ wE 5 ol s
o Sarer A IR 9 A ¥ o™ wyw & U gaw s & 9 A o ow i
WIE-gAvede WE g W & I9d § amol auenar g1 26 wRre ey el
TR, 14 wHe T el oidaw, 10 e wigAfara gwfiegea v 10
Wi R R 40 e Tl % o 8| e GRS S @l e & fR v
Rom & daw o F faltes 7 81 wo oo FE f5 10 Wik e wend @
2 Ryl grengw & urw 9 Siepie o b v Yo g & s oY w9l
B R R & dud @ woaw & 9 5 o 3w 2w 9 W | e
wE fr 26 e & Wi Refue wém ot 40 ol 14 wwde sReww wddfuw
g oW, gl g A wied & 9me BN o ool areH @Y eawie e
Y TEd @ 26 wWiT Rd e ¥ oo §fvm § a9 o o w2fye adaw 58
yaren, Ay A A g AN saam d i @ Fm s W gl &
st T g o R @1 agd 9% AEeR T € a9 o o ow v |
wyEA Bl o Arl @ A s off &) @ war e 5 @t wilaw udv gfeen o
FTRRSE W A ow aw o witaw v stvar F Ry wwn W s @ st
A= A 98 i it & 9 10 wde wgifhgs feidgea & ure € o @ 10
WHT AT ¥ U § IUF! Ao aWd o B A & F1 9wE g 9 T

295



RAJYA SABHA {1 August, 2000]

46 e 8 9T iR SAST §HRT UIEAR BN $feTa o SiTenfy swd aig & A
T91 g5 B | SHE YR AR & I8 Wierd 81 A AR e madde & e @
R $fem Bea smefie g3 o 2 v oY W, oR A et PR s vE &
5 gu gga # wwn wfl 9el 4 38 W F e ot wew a1 & ey wa §
wel 5 afig, afp @R e & 7o W . (FEEF) T Fy W AT @
wie w3 |

FuerTeey (A Aiewre wetm) @ word Preun off &1 st T der A

3§l <o freud TR $fEm &t amu 3w | wg e Seeh
[rEd Je B MY P wR i m & oan ¥ Ru-giede wfw F oft ad) dion a1 7 it
should be dis-invested. @7 Tav em & an A E9-gawede oy & Rod
qg ot oft f5 I g9 gedE TS T Be TROWE W dgd tedde B aiful
Tiea 156 adle 7 4fys sfdad) & wwor & I Ngad 50 auf & s sidedt
T8 gl 9E difr oD RN & v f arm 2 R v oA Wi iR
3ty o R e widaw @1, O g B R Y ve geme wwls aiRul
g8 U BWR RIS ©UYl &8 A ATWN?  UFH BAR B oudl @ Ifew wefue
M B, o GRA e urdeR g 99 ol w39 e wdm ) § P dv
o 39 O BT ok 999t 3fFedt 98 WAl gl @Y A v @ W wEr Rmm
# gar R wt FFv A o g & gt Ayl 0 g & gav R Y a9 age
yf¥wal wm ¥ 39 9a @R ¥Rm o vifke 8 T, Red w9 &1 @ | ar a8
frod a-d W F o o @ T €1 U 3R B 3 & AR § agn wwgd
{A wer 9 &7 &, We will sell it out. We are very much committed to the
disinvestment of Air India. F8 I¥E @ ad IRIGEH § FH T E & TAE TR
a1 srrade @ B @ 8, dgTeE @d § I 81 v g F few-gaeie
A A vEe o Toheel gsarguR @9 fry g &, g9 99T off vewa wue § e et
21 3w ve el A wor B argew A o Ru-gRvede gan, @ & agd mabe
3 o & grg g oft fr R uEi g ufers Qaex & 3HH W@ w € UR A
FeNgd? TR el @1 uE fREh @ & 9g o gad § 7 ¥ aEe w7 anud
frags & % au & spvade we DR, aw & 9y FRY F T 79 TIw Aw T
wrd E7 q@ e @ R o e R A s ey o 9 ufafvan & w20 am
o RA ¥ qga gedhw B g 2| Y v R F TR Ed TeaEeR =
S U 8, W AW &, O A J7 8 gl & SUH TR I R @R wdh, |
T TE T aga Jexardt st A (R 3iEm B ame & fav i arEs ) v gee
3 @ ¢ TE g 39 vgd Sed dEa B A | g@ g, dAfbT I 59 w®
w2 fm | gow $few @ aufiedl glca sURYA oife gfem 2, A 5 ER Bca @
qif® &1 g9 SeEel FHEAT & gF ¢ AR AqUEH &) g9 £ oK 9% P FOR
e oqd A Tt o wrfde) R nudl BE-Ta W oxis v9d # I9E @dE aret
& iy ong D 6 39 2w N aeed & iR anud arl wR eleed @ wdle o
FEa A o B TR 3R & Rarge a on @ea &) R 5 R wika @ §E

296



[1 August, 2000] RAJYA SABHA

Teifdes aeR &t S ooxa T & i 391 7 & 1% giee o @ o v
R & R wera gom! 950 S B Blcd 990 & fon R @ @ gr?
=6 g F o anddEEl & o T A WAL R wR €3m & Rme seEn,
TR W B g, oor sfew w R v, R g @) g suten oredl 21
Iu% forg vapArs Sur wR A o R © w1 2 5 slcd oRuReH aifw §Ra
F gl avE A RE-3Aede s, 4@ Sead 7t Wy, giw-ga O T3 v sy
T a1 SRA 39 @ F g avg @ o 3R A eifert, ¢t ave @ shaadt oy
IHS I AR 39S a1’ TR SR g9 WA AR st Tgd 991 U¥E, 989 a9
TR F GHARAT & S

Stedl aEe, AP ofe fea-swede & ar ¥ 9w @ 9) a3 aone
foror & Oy s & few) A O e @ f R ofie fea-seieeiie et amg
¥z gupgic @8 fUfRdm 4 ®R <@ 3 foeh REtw E e W
vefafrgfea desw & 3 aran-atem £ ( ..(aEmE)...

Iugwreas (3} Aeme gem): Preug S, e oo @R @RI o T
Hflgw wa off +f s deT g w39

it 3o e gummay S, T S a A awlt e wer wRan @ H
A § & orew o) wea T RRdw SR A & T TR e B g, wwe
3R 2w & feg ¥ e o0 gaag |

SHRI N.K. PREMACHANDRAN (Kerala): Mr. Vice-Chairman, Sir, |
thank you for giving me an opporfturity to express my party's -- RSP view
in respect of the policy of disinvestment. | totally oppose the policy of the
Governmeni on disinvestment. | fully support and endorse the views
expressed vyesterday by our comrade, Dipankar Mukherjee, on
disinvestment. Sir, | would like to point out that from yestarday onwards,
this House is debating a very serious issue conhcerning our national
economy, our economic sovereignity, and ultimately, our political freedom,
Actually, we have been listening to this debate for the last tew hours. | feel
that the House is divided on this issue. The Congress which has
pronocunced this policy in the year 1991 is having a little bit reservation.
Yesterday, | was a little bit happy to learn from the Congress benches that
they are having such reservations and limitations 1o the policy of total
disinvestment; especially, Shri Pranab Mukherjee, while opening the debate
on this subject has said that the disinvestment policy now eing pursued by
this Government is not the policy which was decided by the Congress
during s regime. So, subject o certain reservations and subject to certain
limitations, the Congress is also directly or indirectly opposing it in g way.
As far as [ am concerned, and as far as my party and other allies are
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concarned, we are totally opposing the policy of disinvestiment because this
policy is part and parcei of the liberal economic policy pursued during the
last decade; because this is the policy which has been accepled and
adopted by the most developed countries, This policy is in favour of them,
it is opposed to the interest of the developing countries like Indis. It has
also peen revealed thal the aggressive disinvestment of the public sector
undertakings, the indiscrimate disinvestrment of the public sector
undertakings, including the biue chip companies, will be a death knall to the
economic sovereignty, and ultimately, the political freedom will be in
jeopardy. There is no doubt about t. We are having so many experiences
in this world, So many tearned friends are cornparing our country with
Japan, ltaly, Germany, the most developed countries of the worid, The
question i whether we are" able 10 compete with the technclogy of tha
Great Britan, Japan, laly or Germany. We are having the experience of the
Mexican economy, we are having the experience of the Brazilian economy,
and all these experiences are before us. So, ! would like 1o submit that this
policy  of liberalisation, privatisation and globalisation, LPG in short, would
ultimately curtail the freedom of our country, and the ecanomic soveraignty
of our country will be in danger, S0, ¢ totally oppose this policy of
disinvestment. | am not an egconomic expert. 1 am not a managerial expert.
A serious doubt has arisen in the mind of a commoen man, a prudent man,
Mow, the hon. Minister, even though he has not answered the question
yesterday, it has come out in the form of his reply. Even he has not
answered the question which was raised yesterday. A guestion was put
about the 127 PSUs which are making profits.  What is the philosophy
behind privatising behind disinvesting the 127 profit-making companies of
our country, inciiding the blue chip companies? What is the logic behind
it? What was his answer? His answer was: *These profit-making companies
may incur less in future.® So, anticipating that these companies may incur
joss in future, the Government is privatising them or disinvesting those -
companies. So, the entire philosophy, the entire logic in favour of
disinvestment has come out of this argument alone. N was being argused by
us yasterday Ihat the sole motive of this Government in disinvestment is not
to attain maximum efficiency in respect of these companies, not to
strengthen the public sector units, not to strengthen the economic growth
or the industrial growth and not to make maximum production. The sole
objective of this Government is to get over the economic crisis, the financial
cricis . Al present, they want only 10,000 crores of rupees 0 meet the
budgetary deficit, the fiscal deficit. That is the target. That is why we are
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saying that this policy is not in favour of the industry but just to get over
this particular situation. If this policy is meant to realise only Rs. 10,000
crores, what about Rs. 82,000 crores which can be realised? Sir, two
measures are being taken. ..the standard which is being applied by the
Government is cne, and as far as the private parties are concerned, the
attitude and approach to PSUs is a difierent one. Futther, the Government
is not  having the political will to realise those Rs. 82.000 croras which are
in arrears. Doss the Government have the pelitical will to realise the
arrears? Whila the Government is attacking the PSUs, while it is
disirvesting, at the same time, the Government is not having the political witl
to realise the arrears due to the Government. 'What pravents it from taking
action against the Hindujas and others, the corpurate industries? Their
taxes arrears run inio crores of rupess. The Government has no stringent
measures, no strict, effective, mechanism 1o realise those amounts. fis strict
and stringent attitude and approach is only towards the public sector
urdertakings.  So, Sir, it is lacking bona fides. The opproach of the
Government is lacking bona fides. | would fike o make that allegation.

Now, | refer 10 the public secter policy. Sir, what is the phitosonhy
behind the public sector? Especially in a country like India, which is a
rudtilingual country, a multireligious countey, what has been the role of these
public sector undertakings during the last five decades? Qur eccnomic
growth, our industrial growth, has been encouraged by the public sector
undertakings. MNo one can dispute it. Now, due o sgveral reasons--we are
aili responsible, if we try to admit---due to many reasens, it has coms 10 &
soecial circumstance. 1t is in a difficulty. How do we get over the ditficulty?
We are not thinking of getting over the defects and handicaps of the PSUs.
We are straightaway going to cut off the entire public sector undertaklngs
That is the policy initiated by the Government!

As far as the sustainable development throughout the country is
concerned, we can never ignore the role plaved by the public sector
undertakings, during the last five decades, In  achieving  industrial
development and economic growth. Sir, | would also fike to submit that this
i3 a national asset and a national wealth of the country. The national asset
of the country, the national wealth of the country, is being sold out. It is an
outright sale of these PSUs. Whatever be the assets, nothing is being
considered. It is an outright sale. The Minister has vary vehementiy
argued for the oulright sale. When the naticnal asset of the country is sold
out, it means the State is being sold out. There is no doubt about it
Panditji declared PSUs are the jeweils of the nation. Sc, the jowels of the
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nation are sold out at a cheaper price. This is what is going on. In the last
five decades, i.e. 50 years, we have developed these industries, these
public sector underiakings. Now, they are put in a reverse gear! Sir, |
would like to cite a story in Malyalam.

There is an intelligent rman. Naranathu Bhranthan. He was rolling a
huge rock and it was brought to the peak of the mountain., The next
marning, when it reached the peak of the mourtain, it would be rolled
down, it would be pushed back 1o the foot of the mountain, It is not in
favour of the national interest, it is not in favour of the working class, and it
is not in favour of our national economy. Sir, what is the cardinal principle
behind this disinvestment, behind this privatisation? | understand, the
supreme aim and objective is to oblain maximum efficiency. That is,
maximum efficiency can be achieved only through competition. Sg, the
policy of the Government is that success can be achieved only through
competition, and only those companies or those units which are able to
survive through competition will be successful. So, "success through
competition” and "survival only through competition®, that is the policy of the
Government. This is an era of genetic engineering, the latest lechnology.
Whether a developing country fike India, having a hundred crore population
and 43 per cent of the people belonging to the BPL, would be able to
compete with the most modern technology, whether it would be able to
survive and achieve success, 5 the pertinent question to be considered by
the Government. "We have no olher oplion but to opt for disinvestment®--
that cannot be the answer. If we are having headache, is it a solution to
cul off his head? | don't think so. So, | would like to say that if the public
sector undertakings which are making profits are sold out, if they are also
disinvested--| am saying, for philosophical reasons, even when no budgetary
support is required, no financial assistance is required, nothing is required,
these 127 PSUs which are making profits are also sold out--that shows the
intention of the Government, the molive of the Government. That is lacking
bona fides; there is no doubt. Our industrial sector, the public sector, the
national network is; 237 PSUs with Rs.2,30,140 crores of investment and 2
million employment. What is the National Exchequer's contribution? It is
Rs.46,925 crores in the years 1958-99!

| would like to know whether it can be ignored. If the industrial
network is running on loss, the country's economy will be aftected. The
handicaps of the PSUs have also been stated by the hon. Minister. Poor
project management skill, lack of upgradation of technology, inadequate
attention to R & D, low priority given to HRD and overstaffing were the five
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reasons, which were mentioned, for the produclivity coming down and, as a
result, they had become non-viable units, This is the reason or the logic
for privatisation or disinvestment, Is it proper? | would like to know
whether we are able 1o upgrade our technology, whether we are able to
upgrade our professional skill. What is the Government doing as regards
the workers, the two million employees, of the CPSUs? What about the
professionals? There are so many engineers having professional skills and
other executives. There also the same problem is existing. As far as the
Government is concerned, there is no clear-cut vision as regards these
problems. The New Industrial Policy Statement of 1991 also states that it is
to improve the efficiency of the public sector undertakings. How do you
improve the public sector undertakings? You improve them by disinvesting,
If there is no public sector undertaking, how can you improve the quality or
the efficiency of an undertaking? It is a part and parcel of the globalised
liberal economy which is being pursued, which is being dictated by the
financial institutions of the world like the IMF and other organisations like the
WTO. This Government, our national Government of the country, is also
moving on the same path which is adversely affecting the interests of the
workers and the iaxpayers of the country. As far as the valuation of the
assels ig concerned, huge invesiments have been made in the last five
decades. Last Monday also | raised a supplementary question regarding
the Modern Food industry, which is situated in Kerala. | know personally
that this is a company which is having assets worth more than Rs.1,000
crores, But it is being sold for Rs. 106 crores. Whose money is it?
Whose wealth is it?

THE VICE-CHAIRMAN (SHRi MD. SALIM): You have to conclude
now.

SHA! N.K. PREMACHANDRAN: | am concluding, Sir. 1t is the
wealth of the nation. It is the asset of the country. It is also the assel of
the taxpayers. But it is being sold for Rs.106 crores.  The NTC mills are
being referred to the BIFR. | know about one mill. | am a trade union
organizer of one Parvathi Mill in Quilon. it has got 13.16 acres of land. It is
going to be sold merely for Rs.80 lakhs, 11 is also a national asset of the
country, which is being sold at a cheaper price. Will it not affect the
national economy? Wit it not affect the interests of the people of the
country? The Disinvestment Policy pursued by the Government is not in
favour of our national interest and our national economy. Therefore, | would
iike to submit before the House, let the Government come out with a White
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Paper, stating the industries which are going to be disinvested and which
are going 1o be included in the strategic and non-strategic sectors, and ali
these things. Let the Government come with a White Paper and iet us
discuss alt ihese things in the House. Till that time, let this Disinvestment
Paiicy be stalled. With these words, | conclude, Thank you.
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THE VICE-CHAIRMAN (SHRI MD.SALIM):  Shri Ramachandra
Khuntia, please finish your speech in two-three minutes as your party has
exhausted its time.

SHRI RAMACHANDRA KHUNTIA (Orissa). Mr. Vice-Chairman, Sir, !
wish to say only two or three poinis. The quesiion is that the Government
is now going in for disinvestment. While' we are discussing about
disinvestment, we are talking about the sick industries which we are
planning to disinvest. But while thinking sc,-my question is whether or not
the Government shouid think seriousfy as tc why these public sector units
are sick today and who the persons responsible for this are. WHhen it is the
property of the nation which has become sick, should not the Government
find out as to who are the persons responsible for making the public sector
units sick?  and should pot the Government proposg to take action against
them? Sir, | quote from the Working Pﬁpers circulated by the Labour
Minisiry where it has been said: "The Committee of Experts on Industrial
Sickness has held that the'single factor mos! responsible for industrial
sicknass is the management itself. This could be in the form of poor
produciion  management, poor  labour management, poor resource
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management, lack of professionalism with the management or even
dishonest management. The BIFR also recoghised the role of poor
management in the following words.” Secondly, the Report of the Central
Vigilance Commission brought out recently aiso pointed out the
phenomenon of corruption as a resull of protection given to the
management under the existing provisions of SICCA, 1985. My question is:
if the BIFR gives a report like this, if the Central Vigilance Commission itself
has come out with such a report, after all, who is the management? The
management is the top brokers in the country who are managing the
corporation. [t is the top prolessionals and engineers who are managing the
corporations. How many engineers and how many IAS officers have been
put under suspension for mismanagement of public sector units? Who is
responsible? It is not the labour. Labour is not a part of the management.
When that being the case, in many cases, these very persons who are
responsible for the sickness of these corporations, are getting credit and
they are even getting extension of their terms. My question is: Would the
Government have the guts to inquire into the cause of the sickness and
take action before disinvesting hny corporation?

Secondly, | want to say that the Prime Minister had stated at the
ILO conference that he sought the support of labour for the success of the
reforms. The Prime Minister seeks support from labour which constitutes
one-third of the iotal popufation of the country. 1t is now around 40 crores.
But the PM doesn't want the advice of ihe labour force which is thirty crore
in number. For making the reform process a success, the Prime Minister
took the advice of a commitliee which had industrialists and experts from
other walks of life. But the Prime Minister never thought of constituting a
committee which had labour represeriatives, | fully agree with what Mr.
Dipankar Mukherjee was telling us yesterday; he has moved a privilege
motion alsc. Where has the Prime Minister talked 22 times? | am the
National Vice-President of the INTUC. | do not know whether the Prime
Minister has at any time called the representatives of nationai trade unions
to discuss this. -Rather, when Dr. Manmohan Singh had initiated this
economic policy, a special tripartite committee was constituied 1o inqguire
into and examing the condition of sick industries of the country and this
committee had representatives of management, Government, employers
and employees. That commillee is not functioning now. So, | do not think
the Government is sincere in pursuing these economic reforms, If the
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Government is really sincere about the sick industries, it should consult the
trade union representatives, the nationat centres and the labourers who are
very much affected by disinvestment and by this labour policy.

THE VICE-CHAIRMAN (SHRI MD. SALIM): Please conclude now.

SHRI RAMACHANDRA KHUNTIA: One more point, Sir. This is
about the industries which are being c¢onsidered for disinvestment.
Paradeep Phosphates belongs to Orissa. | just want 0 give one example.
In 1997-98, Paradesp Phosphates was producing 110% of its installed
capacity. in 1998-99, Paradeep Phosphates was producing 109% of its
installed capacity. In 1999-2000, the factory was closed for two months,
but, in spite of the closure for two months, the factory produced 105% of
its installed capacity and for Paradesp Phosphates a proposal for its
restructuring was under consideration for the last five years. Now, the
Government says, we can also waive off the interest, make an assessment
whether the Paradeep Phosphates can be privatised or it can be sold to a
private company. So, the question arises, which industries does this
Government want to privatise? My specific question to the Government is
this. Is this disinvestment in the interest of the working class? Is it in the
interest of the general public? Is it in the interest of the Government? Or is
it in the interest of the multinationals, transnational corporations -and a
handtul of persons who are in the Government who ere interested in selling
off the property of this country? Sir, | want to make another point. They
are saying that this money will be spent for the welfare of the general
pubiic, the poor. The money which you are giving for the poverty
alleviation programme, the money which you are giving for PMRY, the
money which you are giving for other poverty alleviation programmes and for
development of the rural poor, 15 it being used property? Is it not being
misutilised? it had been stated by no less a person than the Prime
Minister, late Shri Rajiv Gandhi, himself and many other people also that 70
per cent of the money which is given for rural development is misutilised.
Now, will the money that we will again be giving for poverty alleviation
programmes be utilised properly? Sir, | want to say that this type of
disinvestment policy which  this Government is following is not in the
interest of the workers; it is not in the interest of the general public. So,
this type of disinvestment will not be possible in our country. We have a
labour force of 30 crore in our country. Whatever we may do -- whether it
is disinvestment, liberalisation, reforms or whatever -- we have to kesp the
interest of the general public and the working class as a whole in our mind
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and without this we cannot stcceed, So, | want to make an appeal to this
Government. While taking the decision of disinvestment, the Government
should also consult the representatives of central trade unions and they
should also keep their interests in mind so that a balance could be
maintained and that pclicy could be implemented. ' # is not so, then | can
assure you, Sif, the whole labour population, which constitutes one-third of
the total population, that is, forty crores, will not remain silent; it will agitate
and we will also oppose the policy of this Government tooth and nail.

THE VICE-CHAIRMAN (SHRI MD. SALIM): Now, | have to take the
sense of the House. We have been discussing since 27" July the subject of
disinvestment. A very important discussion has taken place. The discussion
is over and the Minister is here to reply. If you cooperate, we can sit a little
longer so that the Minister can reply today itself.

SHRI S. VIDUTHALAI VIRUMB!: Sir, we will cooperate. We want to
finish it today itself. -

SHRI ARUN JAITLEY: What about the rest of the agenda items?

THE VICE-CHAIRMAN (SHEI MD. SALIM): This will be the last item
for today. But, before the Minister replies...

SHRiI PREM CHAND GUPTA (Bihar): Sir, | will take just five
minutes.

THE VICE-CHAIRMAN (SHRI MO, SALIMY: Okay, not more than five
minutes. Earlier you were not here. You have come late. The time allotied to
your party is exhausted. Youwr name is there, but the time is not there. Yes
Mr. Prem Chand Gupta.

SHRI PREM CHAND GUPTA: Mr. Vice-Chairman, Sir, thank you
very much for giving me this opportunity to speak on this issue. Sir, you are
aware that at the time of Independence, the industrial base and the
infrastruciure in our country was very poor. At that time, our national
planners decided to pursue the model of PSUs. Accordingly, the PSUs, in
close cocoperation with the private sector, put the nation on the industrial
map and also contributed to the creation of infrastructure in the country.

Sir, over a period of time, because of interference from the Central
Government, poor management skil, vested interests and varicus other
factors, our PSUs started incurring lesses. Sir, disinvestment is an on-going
process, The nation has invested 240 billion rupees in thegse P3Us. Half of
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these PSUs are incurring heavy losses; but some of them are making profits
also. Sir, it does pot mean that as these PSUs are incurring losses, they
should be dumped the way it is being done now. Various factors should be
taken into account. What are the roles of those PSUs and what are the
sentiments, national and regional, involved with them? )

Mr. Vice-Chairman, Sir, you would appreciate that disinvestment in
3 company like Air India and Indian Airlines would not be in the interest of
the country. Shri Sanjay Nirupam just now stated that global advisers have
been appointed for disinvestment of Air India. It is unfortunate that some
company from outside decides about the future of our assets, the valuation
of our assets. That is very unfortunate. | would like to add one more thing
1o it. The payment to the glocbal adviser would be made on a step-by-step
basis. Even if the Government withdraws today, they get their money. The
kind of agreement which has been entered into is not a desirable
agreement. ... {nterruptions)...

Sir, Air India is our national flag carrier. it represents our heritage,
our cuiture, abroad. it is our ambassador abroad, and we are seeking some
foreign investors for this company! Is it not a matter of shame for all of us?
At the time of the Gulf War, lakhs of Indian residents were airlifted by Air
India and Indian Airlines. At the time of the Kargil conflict, Indian Airlines
carried not only soldiers, but ammunition and other supplies to the border
areas. if disinvestment is done in these two companies, do you think the
foreign investors, after having purchased majority of the shares of these
companies, would be able to fulfil these obligations? Nowhere in the world,
Mr. Vice-Chairman, Sir. Why can’'t we adopt the Korean or the Taiwanese
technology or method of management? When Taiwan and Korea were still
developing, when they had nothing to do, they sought Japanese technology*
and managerial skills and they established their own big corporations. Our
companies also have been doing exceedingly well. Take for example, the
HMT. The HMT, at one time, was a symbol of quality. Mr. Vice-Chairman,
Sir, the same thing can be maintained today. Our PSUs were not allowed to
function independently. There was a lot of interference and that is why,
gradually, these PSUs started losing their existence in the marketr

Mr. Vice-Chairman, Sir, the HMT, at one time, was a ‘reputed
manufacturer and supplier of high-quality equipment world over. Take the
BHEL. | do not see any reason for disinvestment of BHEL.

Mr. Vice-Chairman, Sir, the Eighth Disinvestment Commission
submitted a report in which they recommended disinvestment of Air India.
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They had also suggested that if Rs.1,000 crores was pumped into Air India,
the equity base could be increased and the losses reduced. It is unfortunate
that the Government decided to ignore this part and decided to sell the
equity in Air India.

Mr. Vice-Chairman, Sir, if you can provide 3 !akh telephone
connections to the employees of the Ministry of Communications just by one
stroke of the pen at a cos! of RAs. 1,200 crores, why can't you provide Rex
1,000 crores to Air India? In the case of indian Airlines, only about Rs. 500
crores were to be provided, as per an expert committee appointed by the
Government of India.

_ Mr. Vice-Chairman, Sir, the whole concept is misconceived. On
behalf of my party, | have a submission to make. | would like to make it
very clear that the whole policy is misconceived. There must be a
comprehensive thought given 1o the disinvestment policy. All the parties
should be taken into confidence and we should give a chance to our
existing PSUs, giving them a time-bound pragramme of, say, 2 or 3 years.
if they do not improve, then you have no other way except to go for
disinvestment.

{ would submit that thg workers' interests should also be protected.
Thank you.

THE MINISTER CF STATE OF THE DEPARTMENT OF
DISINVESTMENT (SHRI ARUN SHOURIE). Thank you, Mr. Vice-Chairman,
Sir. Everybody would agree that we have had a most educalive and
constructive debate. The fact that there are different points of views like the
one expressecf by Sanjay and from all sides show the great concern
everybody has on the issue. It is an imporiant issue and it is really a good
sign that people have given unexpected arguments from different sides. it
has not been a partisan debate in which people oppose just for the sake of
opposing. M. Virumbi's speech was a model of that. Sanjay sits on this
side but he gave mspeech--and | heard it for the first time-- that was being
applauded from the middle benches. That is a sign of the maturity of this
House and a sigh also of the importance that we all attach 1o the subject. |
am sure the entire Government shares bolih the concerns.

The second point is, many very wise suggestions have been made
by Shri Pranab Mukherjee, by Mr. R.P. Goanka, and Mr. Virumbi made
many important suggestions. Mr. Ramachandraiah and everybody else have
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given very constructive suggestions. | should certainly make sure that the
Committee on Disinvestment, presided over by the Prime Minister himself,
gets to know each one of these constructive suggestions and the wise
counsel which has been given about the caution that must be cbserved and
the care that must be taken in evaluation of assets and other things.

Sir, there is no dispute about and | do not kriow why we get so
anxious to convince each other about the important role that the public
sector has played in the past. Alse there is no dispute, as Shri Pranab
sMukherjee pointed out, tnat in tomorrow's India, the public sector wiff play
an important part, as you mentioned, Sir, in infrastructure investment.
Sometimes it will play an important part even in areas in which we will
lieralise, in the laying of fibre oplic cables. There are proposals of
raiiways, there are proposals of roads, there are proposals of my friend
Kumarmangalam that power transmission use should alsc be used by fibre
optical. All these are being considered even as other parties are being
invited, even as the State Governments are going ahead in inviting private
sector firms for laying the same fibre optic cables. !t is a new India we are
proceeding to. There is no doubt, as menticned by Shri Pranab
Mukherjee, that the public sector will continue to ptay an important part in
this new era. On these points, | do not think, we have to go on pushing an
open door. The third point that Shri Pranab Mukherjee made and which
was reflected in all the subsequent speeches which have been made is that
we should not proceed in this matler with any dogmatism that we just have
to do it or that we just have not o do it. It is being conceded on all sides
that there are certain areas from which it is good time for the public sector
to withdraw because the privats sector has become important because it
has gained sinews and muscles to carry these activities forward. | wouid
urge that the points that my friend and brother Arun Jaitley was making
were not in a spirit of contention. Shri Dipankar Mukherjee made a very
important suggestion. He said, "You cannot just go on saying that this is,
the policy of the past and we are merely continuing it. You must justify it
as of now." |t is in that spirit, Sir, what Arun Jaitley was reminding us of
_is 1o be seen, that is, that this policy started in the interim Budget of Mr.

Chandrashekhar's Government and whicl was carried forward in many
respects enlarged, widened by the Congress (Ii's Budgets, incorporated by
the United Front Government in its Common Minimum Programme,
expanded, built upon, that a Disinvestment Commission was put in place,
and 72 cases were referred to the Disinvestment Commission, most of them
were profit making undertakings. This is not to find fault with anybody. — It
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is not to suggest, as Mr. Mukherjee wants us not to say, that we are
merely taking a defence or trying to cover up what we are doing just by
pleading that it is a continuation of a past policy. { would plead with the
House and suggest to the House that actually there has been an evolution
of this policys It has been an evoiution based on the experience gained by
each step taken Dy the successive Governments. | will mention only three
or four points, exactly the points that Mt. Kapil Sibal was aferting us to.
The first point is about the proportion which would be disinvested. 1t has
gone on increasing.  The second, | think the main focus thal has changed
is that these minority shares that used to be sold three per cent or five pef
cent or eight per cent, they were nat yielding any one of these obiectives.
Arun was right in saying that if you look at any period in the last ten years
when disinvestment was being done merely 1o it up the fiscal gap, it was
that period of setting three per cent or five per cent or ten per cent
because it wes not yielding the changes in the management practices.

it was yielding no change in the work culture. H was not yielding
any change in the performances. | will show you my figures of net iosses, of
accumdlated losses in a single firm in which disinvestrnent was laking place.
In fact, Sir, if there were inventive journalists and they Jooked at the shares
which were off-lpaded to financial institutions -- and if you compare the
values at which the shares were given and contrasted them with the vailues
at which those financial institutions ultimately were forced ta sell them in the
market -- you will see that very substanlial losses were incurred. It was
because¢ the expectations had been built up at that time with financial
institutions, of course being linked o the Government's bidding at some
instance as Mr. Pranab Mukheree knows. But evenluslly, the expectation
was, 'ves, go in, they are going to be privatised, management will change,
work culture will change’. Already, Goverament i5 saying, 'buy al this
value.'! We have valued the shares; we will purchase them at that value,
But when it became glear that the Government would stop at that tricide of
disinvestmenl, the share value fell. | can circulate at any time, the table of
the value of each share and the values that were prevaiing In the market
subsequently. That is the comment on the failure of that policy 1o achieve
any one of those objectives. Compared io the deficitls into which the
country was going, Rs. 18,000 crores was neither here nor therg, as Mr.
Pranab Mukheriee very rightly said. Bul sven more important is, we were
just passing off the losses from one place 1o another place, which was also
public money of the financial institutions of the Government. Now, Sir,
therefore, .the changes that took place, 100k place entirely because of this
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kind of experience, 1 do not want 1o quarrel with anybody but all these
points that have been made on evaluation ars very important points. | will
show you in the case of Modern Foods and in all the disinvestments, which
have been planned now. these points have been kept in mind. They have
given specific instructions 1o the advisers against whom umbrage has been
taken. But, more important | want to suggest is, please don't take it as a
guarrel or criticism of anybody as to whose minority shares were sold; none
of those valuations that you are pleading for and urging so strongly was
done by anybody. The financial institutions valued the shargs, maybe they
adopted two or three methods, probably they did adopt those two or three
methods but none of the scrutiny that you want done was gone through.
Sir, Mr. Kapil Sibal asked a very important question. He said, you set up a
body of experts in the Disinvestment Commission, then why you don't value
their advice. | will coms to that. In each of the four instances which have
been given, including BHEL which has just now been mentioned, what did
the body of experts say on each one of those? You have mentioned IPCL ,
you have mentioned Air India, Shri Dipankar Mukherjee mentioned National
Fertilizers. I wil come to the basic point which the Disinvestment
Commision had made. They had warned against these minority sales and
they had recommended strategic sales in 37 companies and they said in the
small shares that you are going to disinvest you should confine them to five
companies. What is the actual record? It is exactly the opposite. Strategic
sale was only in one company and that also is complete now, Modern -Food
and mincrity sales is in 39 companies. So, Mr. Sibal's questicn is a very
important question that when you set up a body of experts, why you don't
follow their advice. )

SHRI KAPIL SIBAL: |s the body still alive?
SHRI ARUN SHOURIE: Yes, indeed.

SHRI KAPIL SIBAL: | rang up their office, they said, 'Sir, we have
the staff but we have no work.' | just want to find out from you.

SHRI ARUN SHOURIE: | will certainly come to that. You made a
very important suggestion that the body is not functioning since November.
| can come to that later but if you want the short point now, it is this.

SHRI KAPIL SIBAL: You can mention it al your time.

SHRI ARUN SHOURIE: Okay. Another very important question was
raised. Mr. Ramachandraiah has said, "Why do you announce a target
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each time when you are not able to fuffil it? But, because you have
announced a target of Rs. 10,000 crores, the problem becomes that the
prospective partner knows that you -are bound to go there. He can,
therefore, beat you down in price." Sir, actually, the Governinent is in no
hurry to do it. But, | would submit, the thrust of all the speeches in this
House, including the important interventions which have been made when
Mr. Arun Jaitley was speaking, is that these things cannot be done by and
should not be done by steallh. The Government has an open policy. The
successive Governments have had an open policy on this and so does this
Government. That policy has severai items and one of the items in that
policy - | wilt narrate four or five important items - is this. One of the items
is: The firms, which can be restructured, which can be revived, either on the
advice of the BIFR or on the advice of the Disinvestment Commission, must
be revived. That is the first priorify. 1 will tell you, at this time, as we talk,
there are fourteen companies on which this revival work is going on. Mr.
Arun Jaitley has given the example of the SAIL. That revival package is to
the tune of Rs. 8,500 crores. It is reaily something to be examined as to
why the SAIL has come 10 this sorry pass. | am not, at the moment, on
that point. Nor on what experts have said about it. But, | am on the exact
point raised by the very distinguished Members. The question they were
asking was, "Why are you not making a first hand effort to revive them?*
Actually, that effort is going on. You have rightly mentioned that the HMT
was one of the leaders of technology. But, its light has become dim; not in
the last year bul over the years. Today, we have to meet a financial
package for it in which there is a fresh infusion of Rs. 265 crores and the
iotal package is Rs. 1,000 crores. it is not a small amount. Somebody -
was saying, when Mr. Arun Jaitiey was speaking, "Give us a list."* There are
12 other firms. Mr, Manohar Joshi is one of the persons who have turned
institutions around. We know that from Maharashira, Now, bhe is
determined o do this in his own Ministry. it is under his guidance, on his
initiative that, at the moment, under him, an attempt is being made to revive
the 12 firms. In.those, the fresh infusion of funds is about Rs. 638 crores.
If you take write-off of the Government loans, conversion of loans into
equity, Government guarantees, elc., the total package for these 12 firms
comes o As, 3,324 crores.

SHRI JIBON ROY: All are on paper.

SHRI ARUN SHOURIE: Just one second .. .{nterruptions)... | am
first on the point...¢nferruptions).. That is not true ...¢nterruptions)... | can
give you the figures...{nterruptions)...
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THE VICE-CHAIRMAN (SHRI MD. SALIM): Please, let the Minister
complete,

SHRI ARUN SHOURIE: The second point is this. It is also an
important poit, | will come to this very important point why one must close
down the firms that cannot be revived. There is no hiding the fact on that.
There is no escape from that fact.

The third point is, classification has been made of the public sector
units into strategic and non-strategic units.  The distinguished Members
asked, "You are doing this'in private. Here, it is not known." Actually, this
is a guideline that has been published by the Government on the 16"
March, 1999. It is a classification between strategic and non-strategic units.
It is a public document. 1t has been published in afl the newspapers at that
time. In that, it has been said that strategic enterprises shall have three
items - arms and ammunition and allied items of defence equipment, aircraft
and warships i.e., defence-related industries.

The second point is an important point which Shri Ramoowalia was
making. The point was about the sovereignty of the country and the need
for security. It has been taken care of in the first point itself. The second
one is alomic energy as well.as related things. For instance, minerats that
are required for atomic energy.

Third is the railway transport. One of the considerations is certainly
security and the need for movement of troops, ammunitions and armours
during the time of war. In the non-strategic cases, it has been said that a
clear guideline, published by the Government, said, “in the generality of
cases -- as Mr. Yashwant Sinha said in his Budget Speech -- the
Government's share would be brought down up to 26 per cent or below.”
But two points will be kept in mind. Those two points have a bearing, as it
was said, for instance, the case of IPCL was mentioned, "Market dominance
will come, if you give it to any of the private bidders.® Sir, in that it has
been said that disinvestrment would be subject to two considerations -- one,
whether the industrial sector requires the presence of the public sector as a
countervailing force to prevent concentration of powers in private hands. In
every instance, in every case -- which will be taken up -- this will be one of
the two considerations, Even though there will be generality of cases; that
is a general policy. It will be limited by this point; second, whether the
industrial sector requires a proper regulatory mechanism to protect the
consumers' interests if the public sector's presence becomes less dominant
in that sphere. Both of these considerations will be kept in mind.
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.-{Interruptions)...  Yes, | will come to Air India. Please give me time. | hope
| will be able to satisfy you. Not even a single point will be left. Certainly
the case of Air india would not be ieft. This point had been raised by my
very dear friend Sanjay Nirupam, and by many other hon. Members. Shri
Pranab Mukheriee made a very emotional point about it, about our
maharaja, and how we have been attached 1o it for a very long time. Sir, |
would plead with you for a few minutes because a lot of figures have been
bandied about. In some cases, | notice that the decimal point has wrongly
been placed. For instance, the dividends for the last year have been put as
49,320 crores, while the figure is closer to 4,932 crores. S0, let me just
give you three, four figures. Please do not take this as a point of dogma.
When many of my friends, on the other side, used to be great champions of
socialism in the mid 60s, ! was writing my doctoral thesis on the need for
these things and the liberalisation that will be necessary for India. Sir, we
just see the pattern of figures. Mr. Dipankar Mukherjee and many other
friends mentioned that out of the 240 enterprises, 120 or so are making
profits. Actually there is an illusion in that, The figure is like this, if you
take these manufacturing enterprises, the rate of return, profits after tax, as
a proporlion of net sales, it is 5.28 per cent. Jus! remember the figures
because thai is a very important lemma that follows from them. If you take
out petroleum, because the point was that where the Government 'has a
monopoly, in general, or such over-whelming market dominance, you will
find that profits have been made because prices are administered and
consumers do not have recourse. In fact, there is high cost of production
in public sector enterprises -- as in steel. We have given inconsolable
margins to private sector firms, which are operaling in those areas. But, at
this moment, I am not on that point. The first point is, if you take these
manufacturing firms of the public sector, the rale of return, profits after tax
over net sales, it is 5.28 per cent, if you take out petroleum. And in
petroleum all monopolies, even in distribution, will come lg an end in March,
2002, that is, less than two years from now. That figure drops to 3.08 per
cent.

SHRI DIPANKAR MUKHERJEE: What is that 5.28 per cent?
SHRI ARUN SHOURIE : That is all non-service public sector
gnterprises, that means, all manufacturing units. The figures for the service

sector are much worse. | am, therefore, exciuding it. But the figure 240
and the figure127 deal with the manufacturing sector. ...{nterruptions)...

SHRI DIPANKAR MUKHERJEE: | had asked it in writing. | had
addressed a letter saying and specifically challenging this figure given by the
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Annual Public Enterprises Survey. | had asked it 17 days back that in the
torm in which this analysis has come, give all the private sector figures, let it
come as a white paper and let it be put before Parliament and let us
analyse the sector-wise performance of the public sector and the private
sector. Otherwise, if | give some figures, you give some figures, we shall
not.get any results. My speech will not go to the press. Yesterday, it was
censored. But your speech will go. Thal is not fair. Lel us have the
figures here. Let us go sector-wise. This is the challenge which | offered
to you 15 days back.

SHRI ARUN SHOURIE: Sir, | will answer your gquestion.
..{Interruptions}...  May | just mention one small thing? ... {nterruptions)...
Mr. Ram Naik says that there is no censor. 7 . {nterruptions)... May |
facilitate the work of the House, on Mr. Dipankar Mukherjee's suggestion
that a good analysis of these is contained in a report submitted to the
Ministry of Industries in March 2000 by the Natonal Council of Applied
Economic Research. A study has been done and it is on the public sector,
before and after reforms, in which you will find many of these important
figures? ...{nterruptions)...

THE VICE-CHAIRMAN (SHRI MD. SALIM): Mr. Jibon Hoy,'please.
...Interruptions)..,

SHRI ARUN SHOURIE: Let me ceontinue. .. {nterruptions)...

SHRI DIPANKAR MUKHERJEE: They don't quote their own figures.
nterruptions)...  Why should | go to some other agency for getting the
figures? .. .{nterruptions)... They have their Annual Public Enterprise Survey.
.. nterruptions)...

SHRI ARUN SHOURIE: | will come to that particular thing and you

will see the slartiing figure that you have missed? ...{nterruptions)... It you
take away 7 ...[nterruptions)...

SHRI S. VIDUTHALA! VIRUMBI: et the Minister reply first, then, if
there are any doubts, they can raise it aflerwards .. {nterruptions)...

THE VICE-CHAIRMAN (SHRI MD. SALIM):  Mr. Roy, there cannot
be a running commentary like this. {rterruptions)

SHRI ARUN 3SHOURIE: Sir, | will confine myself purely to the
.nterruptions)... If you take away petroleum, that figure falls 1o 3.1, If
you further take away power -- agamn on it there has been a monopoly,
rates have been set, as you know how they have been set -- that figure
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falls 1o minus .12. If you take away the other sector, all those minerals in
which Government has a monopoly, it goes to minus 3.9. {nferruptions)

THE VICE-CHAIRMAN(SHRI MD. SALIM): Please, Mr. Roy.
...{interruptions)... .

SHR! ARUN SHOQURIE: This minus 3.9 is to be compared to the
fact, as the Government's deficit as Mr. Virumbi was just reminding us,
that when the Government is paying not on just borrowings, but on interest
Rs. 1,20,000 crores, the Gowvernment borrows at 12 to 14 per interest.
Even if Rs. 2,500 crores are obtained as dividend and the Government is
spending on the fesh borrowing Rs. 10,000 crores, as it is doing, it is
certainly, Sir, one way only to bankrupt the Government. It is not a way to
save any jobs. Il is not a way to save any further advance. There are
several figures that | can give on this and the figures for servicing public
sector undertakings is even worse. To illustrate the point. that you have just
mentioned; whether you fee! thatl this is the way even to save jobs, | would
say that in the National Textile Corporation, just now we were told that it is
the second largest corporation in the world. Sir, there are 119 mills. Just
remember the figure. | am not prescribing a solution. Very senior Ministers
like Mr. Manohar Joshi and others are members of a Group of Ministers
that is al the moment considering it. | am one of the small members in
that. But | will just mention to you the figure. Out of the 119 mills, how
many are working fully? Only 25 mills are working fully. Their sales -- just
see the figures -- their total sales are Rs. 554 crores. And  their
accumulated loss this year alone is anticipated to be Rs. 1019 crores.
{nterruptions}

SHRI JBON ROY: NTC is dead now. ...fInterruptions}...

SHRI ARUN SHOQURI: Their accumulated losses. {nterruptions)
Their authorised capitat is only Rs. 600 crores. (Interruptions)

THE VICE-CHAIRMAN (SHRI MD. SALIM):  Mr. Roy, please allow
the Minister 1o carry on with his speech. {nterruptions) He is dealing with
facts and figures. ...(Interruptions)... You cannot interrupt him.
(interrlptions)

SHRI ARUN SHOURIE: Mr. Sibal will appreciate these figures. He
knows about these corporations because of his great acumen in this sector.

SHRI KAPIL SIBAL: Let him reply.
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SHRI ARUN SHOURIE: Sir, the authorised capital of this
Corporation is Rs.600 crores. Its accumulated losses are Rs.7350 crores.
...{Interruptions)...

SHRI JBON ROY: What happened to the revival scheme prepared
for NTC by the Government? ...({Interruptions}...

AN HON. MEMBER: What happened to that
scheme?..(iterruptions)...

SHR! JIBON RQY:They had prepared the revival scheme. They
had decided about that. It has been passed in the House. Two Bills have
been passed in this House. ...finterruptions)...

THE VICE-CHAIRMAN (SHR! MD. SALIM): Mr. Roy, this is not the
way, ...finterruptions}...

SHRI JIBON ROY: Sir, the Minister should not give misinformation.
That is my point. ...{Interruptions)...

SHRI KAPIL SIBAL: We greatly appreciate the reply of the Minister.
But in the course of the debate, | thought the sense of the House was the
following. That we request the Government to have a refook at disinvesting
profitable enterprises. ...{interruptions)...

SHRI ARUN SHOURIE: | am coming to that point,
...{Interruptions)...

SHRI KAPIL SIBAL: That was the sense of the House. Let us have
a transparent procedure 1o deal with disinvestment. Let us have
Parliamentary supervision. So, these are the three areas which have 1o be
considered. If you start talking about loss-making enterprises-- we are not
talking about that, at the momenit..... firterruptions). ..

SHRI  ARUN SHOURIE: Mr. Sibal, we should not
think....finterruptions)...

SHRI KAPIL SIBAL: You are right. [ mean, you can quote many
figures on that, .. .finterruptions)...

SHRI JIBON ROY: Sir, we have passed two Bills on this. Two
enactments have been made by this House. Those are o be implemented.
Why has the NTC revival package not been impiemented? You have to
answer this. ...finterruptions)...

SHRI 3. VIDUTHALLAI VIRUMBI: Mr. Vice-Chairman, Sir, the hon.
Minister should be allowed 1o answer. ... finferruptions)...
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SHRI KAFIL SIBAL: If the hon. Minister is 10 respond to the sense

of the House, then it should be something constructive.. ... finterruptions)...
SHRI ARUN SHOURIE: | will come to that point. Mr. Sibal, one of
the difficulties is -- | have seen many times -- each of us reads in his own

speech to be the sense of the House. After all, many important speakers
have taltked about the importance of the public sector as a whole. | must
address myself 10 thatl also. But, Mr. Sibal, you are very right. | will come
to the question of profit-making enterprises including the specific examples
which were given with reference to those enterprises. | can assure you that
several other figures are to be given. Mr. Manohar Joshi is, at the moment,
concerned about six PSUs,  His figures are: the total sales in respect of
those six PSUs -- the problem which he has to deal with at the moment --
is Rs.9.66 crores. It is less than Rs. 10 crores. The loss incurred this year
is Rs.357 crores. ... {tntarruptions). .. On sales of
Rs.800....{Interruptions)...

SHRI DIPANKAR MUKHERJEE: If you ate going ¢ discuss about
the sickness of the industry, we can also point out. But we are not
discussing the sickness of the industry, we are discussing disinvestmeni.
He is shifting. | had given some specific cases. He is not mentioning
thase specific cases. if you wam to discuss sickness , let us have a
discussion on sickness, ...(interruptions)... Not a single pie has been paid
for the working capital of any unit for the last two years, and he is citing
figures in respect of loss-making units,

SHRI KARIL SIBAL: We are discussing disinvestment in profit-
making units. {nterruptions) and not disinvestment in loss- making units.
{nterruptions)

SHRI DIPANKAR MUKHERJEE: Not a single pie has been
provided in the Budget for the working capital of any unit. And he is citing
figures in respect of loss-making units. He is a Minister. He is trying to
disown his own industry. Is it our industry or their industry?

SHRiI JIBON ROY: You said that you had given Hs.BOO crores 1o
SAIL. You have only transferred the money to SAIL. t was kept in the
SDF. He is giving a iot of misinformation. Wse are hearing thatl.
..[Interruptions)... We know plant-wise, unit-wise; we know all the
information. ...{nterruptions)...

THE VICE-CHAIRMAN (SHR! MD. SALIM):  Mr. Roy, you cannot
speak like this, ...{Interruptions)...
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SHRI ARUN SHOURIE: Sir, | will respend to all the points, but this
method -of running commentary is not.. .. ...{finterruptions)... 1 will continue,
Sir. ...(Interruptions)... The subject thal is listed....ffnterruptions)...

THE VICE-CHAIRMAN (SHRI MD. SALIM): Please address the
Chair. This problem is between you and me.

SHRI ARUN SHOURIE: Okay, Sir. The subject which bas been
listed is disinvestment. It is not about disinvesiment in X number of units
which are chosen by some persons. [t is not that only those unils should
be focussed. All the Members who have spoken have dealt with the.public
sector as a whole. Some of them have emphasised some specific
questions. | will come to them. Four-firms have been mentioned by name
and | wilt come to those four firms.
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SHRI  JIBON ROY : No foreign money is coming.
...Ynterruptions)... ) .
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THE VICE-CHAIRMAN (SHRI MD. SALIM): ! can't hear all of you
together. Everybody is speaking at the same time. .. .{nterruptions)... AW
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SHRI JIBON ROY The entire nation is being sold
...... (interruptions)... ...
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SHRI JIBON ROY : After you privatise everything, what will be the
scenario of the country?
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SHR! JIBON RQOY : You are not getting any privale capital.
..... {interruptions)... ... You are liquidating the public sector.
..... finterruptions)... ...
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THE VICE-CHAIRMAN (SHRI MD. SALIM): | am not able to hear
anything. If all of you start speaking simultaneously, | would not be able to
hear anything. ..(nferruptions)...

SHRI JBON ROY : You are disposing of everything in the country,
What is the public opinion? This is my question. Wil you answer that
question? ._.{Interruptions)...
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THE MINISTER OF HEAVY INDUSTRIES AND PUBLIC
ENTERPRISES (SHRI MANOHAR JOSHI): Sir, this is ...finterruptions)...

Suereay (o Awerg wett) 0 za W, anw ARw L. (=Rem)... Shri

Jibon Roy, please take your seat. ...{nterruptions)...
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SyRARyE (N wheerg ¥R @ ag ¥ diftre w0 S @Y, ofar | aRe wEf
Tvﬁgetimﬂqiﬁ??é%,?ﬁﬁwmﬁﬂm ..... (qaw) . ... Please

..... {interruptions)... ...

SHRI MANOHAR JOSHI . Sir, the hon. Minister, Shri Arun Shourie,
is speaking very nicely ...{nterruptions}...
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take your seat,

SHRI MAMOHAR JOSH! :  Sir, a numbser of speakers gave very
valuabie suggestiong in the House, and | think that the hon, Minister is
trying to give a reply to each and every suggestion. | expect every Member
to show courtesy {o him because he is talking on this very importaht
subject for the first time. He is expiaining the policy of disinvestment. |
urge upon all the hon. Members to kindly give a patient hearing to him. i
any hon. Member is not satisfiad, he can always put his questions to him at
the and of his speech. But, Sir, it would not be fair that they interrupt every
semtonce and prevent him from making his  points clear {o the House.
Lnterruptionsy...

SHFY JBON ROY . He is disinvesting the entire nafion,
Lntarrupt sy

THE VICE-CHAIRMAN (SHRI MD. SALIM) . Order, please. Mr.
Minister, you tai about the main points anly.

SHR ARUN SHOURIE @ Sir, every speaker was heard by me with
the fuliest atiention. : listened to every speaker with great care and with
great attention which avery speaker deserved. Sir, these interruptions
started at the fime when Shri Arun Jaitley was making a very effective
intervention, and the same patiern is being repeated again, it really doss
net give any credit to anybody. It shows a sort of anxiety about the
arguements which are being put forward. .. {nterruptions)..,

R, BirLAD DASGUPTA: Sir, during his speech, we should be
allowed 10 ask some guestioinz. Al the end ...(nterruptions)...

SHRI  ARUN SHQURIE: | am  sure, Sir, that before
.. finieruntions). ..

THE VICE-CHAIRMAN (SHR! MD. SALIM): Mr. Jibon Roy, if you
have some questinns to ask, please wait; have patience. If you have
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patience, at the end of the speech of the Minister, | will allow you to seek
clarifications.

SHRI ARUN SHOURIE: The second point that has been made by
Mr. Ramoowalia--he is not here just now--is about the crisis. It has been
said that the country is being put on tender or that the country is being sold
out or that family jewels are being disposed off. Sir, | urge upon Members
1o consider one point. These cases are emerging in this way, as | have
tlustrated to you with just a few figures--totaf sales of Rs.10 crores, total
losses of so many hundred crores and accumulated loss of thousands of'
crores. It is a transformation of one asset into another asset. | will give
you an example of a company. We can all go and see it now. In Jangpura
Extension in Delhi, there is a company, "Hindustan Prefabs." It has &
record, which | do not want to go into, It is said to be a loss-making firm.
But it has 30 acres of land. Mr. S. 5. Ahluwalia was telling me that when
he was the Minister of State for Railways, ...

SHRI K. RAHMAN KHAN: He was never the Minister of State for
Railways.

SHR!I GHULAM NABI AZAD (Jammu and Kashmir): Urban
Development.

SHRI ARUN SHOURIE: Sorry. Urban Development. Many thanks.

You may think that you are disinvesting that particular firm, But
you would actually be putting that land into use. {f you transfer it to the
Railways to build the Nizamuddin Railway Station, you are actually
transforming the unproductive asset into a productive asset. The Railways
are clamouring for more land because they need ancther station to reduce
the congestion at the present New Dethi station. You would be really
transforming a bleeding ulcer into a yery valuable asset. That is what we
'should look at in many of these things that are being done.

Many Members have mentioned that ownership is different from
efficiency. But, actually, Sir, studies show that, in fact, the manner in which
we have buiit the culture of the public sector--many of us who talk so
strongly about the public sector are included in this--disables the pubiic
sector enterprises from doing precisely the kind of agile things that we think
they should be doing. [ will give you a small exampls. Government,
Parliament and the CAG, all of us, are process-oriented. If you do not go in
for the lowest bidder in a case of raw-material supply, for instance,
everybody will allege that some gadbad has gone on. Even in the case of
advisors who are being appointed, there is a three-stage screening process.
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You put in advertisernents--it is an open process--in Indian newspapers and
in foreign newspapers. You put it on the website of the External Affairs
Ministry. You put it on the website of the firm, for which the advisor is
being sought. You ty to interest Indian parties. (ndian advisors have been
appointed. It is not just foreign advisors, as Mr. Sanjay Nirupam was
saying. | am giving you the process orientation that disables people. At the
end, after shorilisting the firms, you will say, "Come for a iechnical
presentation.” The potential advisors will come. You say, “You must bring
your financial bid in a sealed envelope.” After the technical presentations
are given, the financial bios are to be opened. You have to give the bid to
the person who has given the lowest terms among the advisors. You may
have cther reasons to think that he is not the best advisor, that he cannot
get you the best valuation, that he cannol get you the best deal for the
shares you want o disinvest. I is public money, as Mr. Ramachandraiah
was saying. But you have 1o go in for the lowest bid. Why? Because,
otherwise, the CAG, Parhament and everybody eise wil allege that
something wrong has been done,

This is process orientation. No private sector firm would do
anything of that kind. There are several other reasons on account of which
this happens and this is borne out by the record of the last twenty years.
Many hon. Mambers asked *Why don't we first restructure them.” | have
already mertaned fo you that fourteen firms are doing precisely that.
Flease go through the records. The Hindustan Shipyard was in difficulties
for a long time. There have been two attempls to improve its performance.
One was the waiver of loans and ihe second was fresh injection of capital
etc. Everything was done. s net worth today is minus Rs. 188 crores, but
its accummulated iosses are moara than Ra 1,000 crores, in spite of
restructuring packages. In the case of Bharat Refractories, two revival
packages were there. Tns first one was in Juty 139€ and the second was
in January 1999, its accummuataied lcsses are R332 crores. Take
Hindustan Steel Works., During 1997 and 1999, iis accummulated losses
were As.1,3832 crores.

Take the case of Rashtriva ispat. Durng Jdudy 1993 and mid-1998
its accurnmulated losses were minus Rs. 4,003 crores, In the case of Heavy
Engineering Corporation, revival packages were given i 1972, “ 975, 1981,
16858, 1897 and 1999, Ns net worth was valued at minus Rs.38 crores,
whila its accummulatod losees were F1s. 7,098 crores. | can go on like this,
This is something inherent. | am giving you figures from the year 1672
onwards. 1t is not that everybody who altempted tn reriie the public sector
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6.00 P.M.

was dishonest or was not earnest. Attempts were made, but ther? are
various other reasons, including what many hon. Members have said: the
management; the hold of the bureaucracy, the interference by politicians,
which certainly was there, the work cullure that is there in the firms and
which nobody has been able to turn around, are some of the factors
responsible. These factors were responsible, ifrespective of whichever
Government was in power. Just see the system. If there is an investment
proposal of more than Rs.50 crores, | think -- Joshijf will correct me if | am
wrong -- it has to be approved by the Cabinet. |If it is less than Rs.50
crores, it goes to the Expenditure Finance Commission. The Cabinet
consists of persons who, other than Joshiji, are not experts in business.
{nterruptions)

SHRI JIBON ROY : Sir, he means to say that they cannot function
under this system. If that is the case, the Government should be privatised.
(nterruptions)

SHRI NILCTPAL BASU (West Bengal): Do you mean to say is that
the present Cabinet system is incapable of taking technical decisions, like
arms purchase or so many other things which have high technology
intensity. Is this what you mean?

SHRI ARUN SHOURIE: Several hon. Members said ‘give autonomy
to the enterprises’. | am on that point. This is the netl resuit.

SHRI KAPIL SIBAL: Sir, we have not said that. Hon. Minister |
had stated was what the latest Rinance Commission in its report on page
33 has made that very statement that the public sector enterprises be given
autonomy. It is not my statement. This is the Eleventh Finance
Commission's statement. You can say that it cannot be given. That is
another matter.

SHRI NILOTPAL BASU : Mr. Vice-Chairman, Sir, many specific
points were raised by Memberg, The Minister is not addressing any of the
specific issues that have been raised by Members. How long we can carry
on? The discussion went on for four hours. The Minister is replying since
45 minutes. We do not have that much of time.

THE WVICE-CHAIRMAN (SHRI MD. SALIM). Have some patience.
Unterruptions)...

SHRI ARUN SHOURIE: wWhat is this, Sir? This was a very specific
point about giving autonomy. | am on that point. ..{nterruptions)...
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THE VICE-CHAIRMAN [SHRE MD. SALIMY He iz coming o the
paint of aytonomy to the public secior; please. .. inferruptionsy...

SHR ARUN SHGURIE: You cannot sit in judgement on what | have
{0 say. ...gnlerruptions)...

SHRI NILOTPAL BASU: He is only beating about the bush.

SHAI ARUN SHOURIE: Mersly your assertionb that | am not
addressing the points, certainly, s not going to cow me down. Please
ramember that.

SHBI NILOTPAL BASLE You don't have any cue to what had been
discussed in the Houss.

SHRE ARUN SHOURIE: This is your assertion for the Press, by
fooking at 1hal side also. The second point is in 95 per cent of the
investment decisions on a particutar study that were done, the Bosrds of
these autonomous bodies that we wanted had nothing 1o do with this, spant
from preparing the initist proposal, They had no role to play at all. Now this
point is not oniy _firderruntions)..

SHAE ABON ROY: Yes; public secior is uncultured; private sector is
culiured. Public sector is bad. Private sector is very good. Public sector is
Hagus. Qur country is bogus. .. (nterruptions)...

SHRI ARUN SHOURIE: Specially Dhina. ... foferruptions)...

THE VICE-CHAIRMAN (SHRI MD. SALIME Mr. Roy, what is your
gueston? Please pul your question,

SHRI JHBON ROY: 1 will put my question. Al right; you transfer the
assais of the public s6ctor 1o the private sector. We are | {nterruptions)...

THE VIGE-CHARMAN (SHRI MD. SALIM): Mr. Hay, you are not
hearing the reply from the Minister. You cannat reply,

SHRI JBON ROY: We are uncullired. Public sector is uncultured.
Private sector is cultured, YWhat are you talking? _.deruptions). .

SHRI RAV] SHANKAR PRASAD: This is not fair,
SHRI ARUM SHOURIE: Sir, in this second point.. (nterroptions). ..

THE VICE-CHAIRMAN {8HR! MD. SALIMY | cannot allow this. Mr.
Foy, you cannot just jump and start speaking.

SHRIE 5. VIDUTHALAL VIRUMB!L Tha Minister should be altowed 1o
speak. For example, in China ..(nterruplions}.. Hie and fire policy is
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actually practised in Ching, in Special Export Zones. Do you think our
Government is anti-labour? Ne. This is not the way to interrupt the Minister,
. Interruptions)...

SHR! JIBON ROY: Privale sector is cultured. SAIL is going to be
sold for Rs.5000 crores. . ... finterruptions)... ...

THE VICE-CHAIRMAN (SHR! MD. SALIM): Mr. Roy, i you are not
intergsted in listening to the repiy of the Minister,...(nterruptions)....

SHRI ARUN SHOURIE: Again took that side.

SHRI JIBOM ROY: Mr. Arun Jaitely said that he would be satisfied
if he gets the book value of the share. The book value of the share is
Rs. 5,000 crores. You do not know what you are saying. ...{nterruptions)...

ft ST AN 91 ¢ g dles AR L (=Ea)...

Fuwargs (o wiwer golia) © B A L (=)

SHRI ANANTRAY DEVSHAMNKER DAVE, Let the Minister speak.
B e g 1 A A e aw vk € L (@),

ff gror vt (v u29): SuRpesy WEiel, g wga IN AR §
fog | uy wEr w0 el & B A o 5w v B e o v 36 € L (EeE)... T8
Tga mi HR 8 & few F ga ar | Fer o @ 2 T A el wee WY e v
Foeg §ooget A g O e B o F feaveaedc ofad woemg arefiar
w@d @y 7w e wiede @ g gl @l B adl? 50 ol 3 o ewR
# gv g @ Repa wx A8 w2 (aem). gefar s a5 e A 9%
FE HIF ¢ .. (gaarH)...

(G P9 HITH WG 957 A U8 dR AT 93 1Y)

THE WVICE-CHAIRMAN (SHRI MD  SALIM: Order, please.
Wrerruptions)

SHARI C. RAMACHANDRAIAH: S, the Congress is disowning its
awn chifd,

SHR] ARUN SHOURIE: Sir. having fooked at the Press many times
“over, the hon. Members have left. Sir, the point was asked many times as
o whatl is disinvestment for. Here, we underestimate the force of Mr.
Yirumbi's argument.  He  gave us a2 very important figure.  Just every
Governmerd, since Mr. Chandrashekhar's Government, has mentiohed that
raising resources is an important objective for this, and you cannot raise
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resources merely by selling the loss-making firms with these cumulative
losses. Now, Sir, Mr. Virumbi gave us figures on the Central Government. |
will give you one figure only and pass on to the next argument. The States'
outlays for the Ninth Plan was supposed to be Rs. 3,50,000 crores. Of -
this, the Staltes were 10 make a contribution of only one per cent--
Rs. 3,800 crores, that is, a little more than one per cent. Do you know
how much contribution the States have made in the first three years? They
,were to make only Rs. 3,800 crores out of Rs. 3,50,000 crores. Their
contribution is minus Rs. 80,000 crores. Now, is this not real bankruptcy in
the country? And is it fair that, without looking at the facts, we just go on
saying that this country is being sold out? Actually, it you do not attend to
these problems--please forget this Department which | have been given for
the time being-- we are bringing the country to the position of bankruptcy in
this way, just by our slogans. The second point is that there has been a
compiete change in the conception of the State. Many of the firms whose
names | will read to you just now, fall in either category. The guestion is:
should the Government of India, which is fighting terrorists, which is fighting
all sorts of things, be in the business of manufacturing cycles, where the
income from sales of that corporation is Rs. 27 lakhs, its net losses for this
year are Rs. 56 crores? Is this any way to keep jobs? The National Bicycle
Corporation’s sales are Rs. 56 lakhs and its loss is Rs. 20 crores. In the
case of the Jute Export Corporation, the sale is Rs. 20 lakhs, the loss is
Rs. 4 crores. In the case of the Cement Corporation, the income from sale
is Rs. 211 crores, the loss is Rs. 185 crores. In respect of the Tannery and
Footwear Corporation, the sale is Rs. 89 lakhs, the loss is Rs. 29 crores. In
the case of the Tyre Corporation of India, the sale is Rs. 52 crores and the
loss is Rs. 62 crores. What is going on?

And if you see the type of things which we are making in public
sector enterprises, many of them are profit-making--sulphuric acid,
phosphotic acid, hair oil, iodised salt, trading in soyabeans, mica- products,
metal scrap, pre-fabricated houses, electic poles made of cement. Other
people can also do this. Then, domestic tourism, hotel industry, spices,
procuring and promoting spices production--these are 247 companies that
you keep on talking about and saying that they are the pride of Indial

Now, Sir, | come to the point which everybody was making all the
time and saying, "Address yourselff to this specific point." Because
everybody realises that nobody can now argue against disinvestrnent in
general, we keep on talking of 247 companies, 120 companies. We don't
see- what products they are making. We do not see the bankruptcy to
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which we have siso driven the States and the Centre. They have also
raised a point and said, "No, no; please talk about only profit-making
companiesi® Sir, four friends had mentioned, and everybody was so
concerned about Air india, the decisions are being very carefully crafted. It
has been mentioned by Ramoowaiiaji that 28 per cen! equity is being given
to foreigners.. It is not being given. It is an enabling provision. In fact, the
recommendatiorts which were made have been improved upon to say that
a foreigner wants to come in and avail of the 40 per cent equity, he has to
come in with an Indian ally, with an indian partner. For the rest, ali the
points which they were making were carefully built into it; 40 per cent
remains with the Government; 40 per cent goes o a strategic partner of
which only 28 per cent can be of a foreigner. | a sirategic Dariner is a
foreigner, everybody is siriving fo see that it shouid be the other way round.
Let the maijority of strategic partners be Indians and lst the mincrity be
foreigners, But that is something which vou can strive for. Suppose no
indian partner is prepared to come or he does not have the resources for
that kind of investment. If you selis the shares of Air India at a lower value,
you will say that there is a scanda!. If you confine it io a few bidders within
India. and if they do not have the resources, naturally, ihe value will come
down. You don't want that. S0, every effort would be made {0 lake care
of that. But let me just tell you what Kapilji was asking, what some other
friends were asking: “Why don't you go by the recommendations of the
expert committee? After all, your set up an expert commitiee. Why don't you
go by the recommendations of that committee?” It is true that they said
one thousand crore of rupees should be injected. One thousand crore of
rupees are not easy to come by for the Government today. it were, there
would be no problem. But you have seen the incidents that are going on
on this. The Disinvestment Commission said, "Air India's share of traffic to
and fro"--forget the other things--"has consistentiy fallen from almost 50 per
cent, about 30 years ago, 1o about 33 per cent, in the mid eighties, and
has now fallen to 22 per cent.” When the Governmeant pecple travel by
thern, there is a built-in preference tor Air India. They will not allow' yeu to
travel by other ailines, This is their share. They say, "Wha' are the
reasons?®  ‘Inability fo atiract high vielding, first-class and business
passengers.” Air India’'s share is only 11 per cent. ‘Increasing comgetition
from international airlines on profitable sectors, deterioration of Air India's
product over the years.” Why has somebody not been able to improve it?
This Government is there only for the lasi one-and-a-half years. Aliempts
have been made, Commiltees have been set up, marageménts have been
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changed, Civit Aviation Minister alter Civil Aviation Minister has come and
gone you have discussad it so many limes in the House. And this is the
thing, "Deterioration of Air India's product over the years!”

See the next senlence: "The main causes for the deterioration are
pathetic’.” This is not my word, This is the word of the Disinvestnent
Commission set up by the United Front Government! * Pathetic on-time
performance, no secvice guality and limited network on offer.”  Air India flies
orr 16 to 17 routes out of which only India-Guif, India-U.S. and India-Japan
are the malor contribuiors to profit,

t goes on.  This particular operation is incurring losses. I
mentions about the percentage of routes, it says that routes are the only
vaiughie assets with Ak India. Do you know what they say?
. {interruptions)...

MombPem: Wdw sy R sen d a R R & 2
T & @7 TR R B T SN B Gt 98 SPTER gem el Wiee |

oft oy wY : ot off, ARy g am T & 1 A wed & 5o R
# gvog g8 &Y wf 2 B that the percentage of utilisation of those routes,
USA - 39%, Europe - 68%, Russia and the CiS countries - 95%, Alrica -
55%, Gulif - 10%. Asia-Pacific - 36%, neighbouring cauntries - 66%. The
total utilisation of routes by Alr india is only 47%. They say the fleel is so
old anvt you can't renovate it. ...fInterruptions)...

ot v Freow : A ve ok wige 2

Fuwramens (3 Aeg aeit) | wit, R St Y fad Hifre |

SHRI ARUN SHOURIE: Sir, 1 am only on the point of
Disinvestment Commission.  They said, “at the current leve! of financia!
parformance, Air 'ndia’'s net worth will be wiped out within the next two
yaars and 1 is likely to turn into a sick company.  {nferruptions)...

SHRY MANDHAR JOSHI: It will be sent to the BIFR.

R g offS : Dond twaw., O wEw R Rega A wer 5 O
TR @ oY YN wEd 2@ [ it is the pride of India.  3ifR Aswran, R
ymry s} ®gd 3 B “we have emotional eftachment to it". W maEdl
#Torl & &, smv ge AT | ww, A wifoger & g F Fw o, i §oread it
ot to vou, "out of four plants, only one plant is warking in profit®. We
don't want to say that, That is the report of the Disinvestment Commission,
fragve & an ¥ on ve Ry R A woewm o 5 doad e oD
wgs ¥, A aregm § 2w 7w RWZ 1 Yes, BHEL has done well.  They
2ay, it has high market dominance within India®. Bu! they have also said,
"BHEL's capacily is lass than 10 per cent of the global capacity. |lts sales
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are restficted mainly 10 the Indian market with exporls accounting for less
than five per cent of the sales®. The Commission, therefore, classifies BHEL
in the non-core sector. "lts low-cost production is the valuable strength of
BHEL" A very specific example was given, Then the Commission said,
*Hence the Commission recommends induction of financial institutions as
strategic partners of disinvestment of 20 per cent of BHEL", alR ga @g 4
¢ fexfior =& gan | "The Fls may be offered an equity stake of 10 per
cent and foreign private equity funds, including financial institutions and
multilateral institutions {foreign funds) be offered a further equity stake of 10
per cent in the company, with an appropriate role in management to both
Indian and foreign partners®. So, everything is being done after taking these
things into account. What is happening is this. | am very sorry 1o report
that we, in public lite, are often misieading the public by appointing experts
and by urging other people to go by the recommendations of the experts
and not reading the reports of the experts ourselves. So, on the profit-
making point, the first thing is that the body of experts, whose
recommendations they want us to follow, bhas advised the opposite of what
they said we should be doing. The second peoint is that you have to look
not only at the level of profits today, but also at the scenario that is
emerging. Now, all the items are being put under OGL. You will have
world class competition from everywhere.  You will have to fight them by
anti-dumping measures. Similar is the case with liberalisalion. You are not
reserving anything for the public sector. An equaily important thing is
technological change. TAATA.TA, A ETA., 7@ ® a2 Rofom
gt These things are still in the process.

From newspapers you might have come 1o know that no final
decision has yel been taken. | arm not saying ' do this or do that.' But just
see as to what is going to happen today. Today, already seven gateways
have been opened. The private sector is 1o be allowed to provide facilities
for international calls. In fact, a 12-year-old boy, a nephew of mine, is
using a computer with a little microphone attached to it which costs
As. 450/-. He can make an international call just a logal call. There is no
problem. You use the Internet for that. Let us say, your grand-children is
in America. You send him a voice mail letter. The grand-father speaks to
him. It goes into the Internet and then it comes into his computer as a
voice message from his grand-father. That is the technology today. H you
say, "No, MTNL and VSNL are making profit because of the monopoly they
have and since they are making profit, you should not disinvest them.” But
that profit base is being eroded by the technology every second week. |
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would urge the House to please look at it and don't just go by this thing.
Secondly, -- | am sorry to say this -- the fact of the matter is much of this
profit is actually ifusory. If you look at the dividends of the firms which are
giving them, as | have mentioned, if you take out petroleum and other
monopoly sectors of the Government, we are actually running at a loss of
3.9 per cent. But what is more important is, if you take the best of our
firms, the dividend which is being given is 4 to 5 per cent -- it was said
that dividends are improving-- as against the Government which is
borrowing at 12 to 14 per cent for giving all these packages to those very
firms, That is a loss. |f there is a profit, it is actually just an illusion. And
more importantly what you find is that if you take restructuring, expenses
on restructuring, which is nothing but a8 euphemism for writing off Joans,
restructuring today is just a subsidy and must be reckoned against the so
called dividend and profit that we are showing in respect of the PSUs. |
feel that actually the points that have been made are important but they are
very often ill informed. The last point which | want to make is this. There
were two suggestions. Shri Ramdas Agarwal has made a very important
suggestion in regard to China. He said that there were three categories of
shares. Share 'a' is open only 1o the Chinese. In the second category
others can come in. The third category is open to ithe Hong Kong
investors. He asked, "Why don't we follow that in our own case? He also
said, "You don't allow the foreigners to come into some of these sectors.”
As | mentioned earlier, stralegic sectors have already been kept away.
Secondly, the Cabinet has decided on secloral caps in all the sectors in
order to find out how much the foreigners can come and into which sector.
it has already been decided. The ceiling for foreign financial institutions is
24 per cent. For NRIis, for overseas corporate bodies and for persons of
fndian origin, it is 10 per cent. That iimit has been increased to 40 per
cent in the case of Fl's. For NRIls it is 24 per cent. But in each case the
company's Board and the company’s general body has to pass a specific
resolution to that effect. The RBI monitors this foreign holding on a daily
basis in respect of every firm and certainly the public sector enterprises will
have to report every single day when and how much share has been
bought by foreigners. The RBI guidelines say that the banks and the
companies are supposed to inform the RBlI when the foreign holdirg
reaches within two per cent of the ceiling which has been prescribed. After
that, the RB! advised the bank to stop the purchase by foreigners. Now
those precautions, which Shri Ramdas Agarwal was urging upon, are
already being taken.
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On the last poirt, valuation; this is the point that has been made
by the Left parties very strongly, It is a vety important point and if valuation
gees wrong, | entirely agree with this House that the whole process will be
vitiated and it will be & selback. So, all the care which has been urged
upcn by Shri Premachandran and cothers must be taken into account. | will
make personal endeavcurs to see to it that it is done. In the single case
which was mentioned just now, namely, regarding Modern Foods, the hon.
Member said that the assets are worth Rs.1,000 crores. And Shri Dipankar
Mukheriee was quoting the survey of the Department of Public Enterprises.
But that Report for 1998-99 valued the net worth of Modern Foods not at
Rs.1,000 crores but at Rs.28 crores. Where is this figure of Rs.1,000
crores coming from? It was circulated in the Press and the people were
misled. According to that very repoart which Shri Dipankar Mukherjee was
quoting, according to the Accounts as on 31" March, 1999, the gross vaiue
of the assets was Rs.39 crores and the net value, after taking into account
the liabilities of the company, was only Rs.19 crores. These are published
figures. As these great leaders, Shri Naik and Shri Joshi from Mumbai
would know, in the case of the National Textile Corporation mills, if the land-
use is not allowed o be changed, then it has very little value; the value
comes only if you allow the land- use to be changed. So, in the case of
Modern Foods, if it is unrestricted use, then the value of the whole company
will be Rs.109 crores. Now how much was the valuation of 100 per cent of
the equity, by different methods, according to the giobal advisors? 1t was
Rs.30-70 crores. As Sanjayji rightly said. the Government did go by the
advice of those advisors. It did not go by the Government valuer's advice.
And it did not go by the published figure of the assets of the company, of
the net worth of the company. It entered into negotiations with various
parties, and it is to the greai credit of the Government that 74 per cent of
the shares -- not 100 per cent, which was vaiued by the foreign advisor at
Rs.30-70 crores -- were sold for Rs.105 crores, which means that the total
company was sold for Rs.165 crores against Rs.28 crores, Rs.19 crores,
and Rs.30-70 crores, the figures arrived at by different methods of valuation.
The share of Rs.1,000 of this company was sold for Rs.11,480. Every
worker's job is protected. Instead of being an employes of a company on
the verge of extinction, he is now the employes of a company which is one
of the leaders in India in consumer produicts. And | can give this assurance
to the House thal this point about valuation is a very important point. The
assels, in every case, must be valued by different methods. As Shri R.P.
Goenka was telling us, you cannot adept a single method for every unit.
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Thera are several other points 1o be made on workers' Interests
and others. But | do assure the House that the method will be entirely
transparent, and | can mention gquite candidly that | sought time from the
Leader of the Opposition. We discussed these matters with him. | have
sought the guidance of very senior people like Shri Manohar Joshi and Shri
Ram Naik. | have already had the benefil of their advice for one-and-a-haif
hours.

| have sought time from Mr. Naik and Or. Manmohan Singh
because these are people whom all of us respect. They have far greater
experience. | can share with the House that | had sought time from several
trade union leaders, from persons of differant persuasions, fike the Swadesh/
Jagaran Manch, and frotn the Leader of the Opposition in the Lok Sabha. |
will be seeing her at 8 o' clock this evening, precisely 10 talk on thesa
matters, because you are right, Sir, and the Members of the House are
right, that thase are not private transactions; every section of the House,
avery section of Parfiament, must bo taken into confidence; and it will be a
completely open process. [t will ba a process in which various suggestions
which hesve been made and various important questions which have been
wrged, will be fully kept in mind. It is with that confidence, Sir, that |
commend this policy 1o the House and | do wish our colleagues were here
and they listened to this assurance.
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.{Epar)... g adiofee wen e &, T3 o) aodne m W @ vl O f e
warn wiem % B v ¥fsm @) onft o Rengn B on W §1 wvew gy qw
w3t vs FoR W v ) o IEE 3, o AY wnm &) v e w
wiRrsdt Bem wvieer arw R ¢ A Sud U dese B I S o o
= da Brw avy 8.

sorrpenn (o) shweny wolis): dom S, o o TR 6 wolsore o
25 ¥ wg ft e Y v Jw W &7

s e W€ we, § vr uR-d ww wen E nar | Yo ot 3 agw A
e wan R o e, v of Beg oy e #1 The Hote! Corporation of
Indlia is being disinvested by Decermber, 2000, 50 as 1o raise money, 50 that
you can strapgthen Air india, even as the search for a strategic partner goes
on. ¥ wf urft frd # W v §1

T (o siwm wdn) : S® & # wari Now, the House stands
adiourned tiil 11 a.m, tomorrow.

The House then adiourned at thirty-four minutes past six of the clock, il
sleven of the clock on Tuesday, the 2™ August, 2000



