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THE BUDGET (GENERAL), 2004-2005

SHRI C. RAMACHANDRAIAH {Andhra Pradesh); Thank you, Sir.
The first Budget of the United Progressive Alliance has been presented by
Mr. P. Chidambaram, the hon, Finance Minister, in this House on 8™ July, |
am happy that, in a way, he is continuing with the policies that were
adopted earlier by the NDA Government, and he has been continuing the
same policy initiatives which were envisaged in the earlier Interim Budget.
The priorities are esseontially agriculture, rural development, rural
employment, health care, universal education etc. etc. Nobody in this august
House will dare to disagree with these priorities. Indeed, these were the
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priorities of the earlier Govemment aiso. Sir, a Budget has got very laudable
objectives. But just by pronouncing the objectives will take us nowhere
uniess they are specifically addressed with proper allocation. Then only the
objectives can be achieved. | am sorry to say, Sir, there ware a lot of
ilusions that have been taken into consideration, not the reaiities, while
formulating the Budget. They have offered plenty, but offered a pittance to
s0 many sectors. The Budget 2004-05, | can say, is a packaging
masterpiece, aggregating all the schemes and calling it a specific scheme.

Sir, we have been taking about agricufture. | am privileged to talk
about this subject since the six years of my first term. | am very happy
that the priorities of so many Governments have been changed to
agriculture, and the policy-makers of this country have recognised the
importance of agriculture on which more than 80 per cent of the total
population depend for their livelthood, and which contributes nearly a quarter
of the GDP. But what exactly is the Govermment doing for this sector?
Just by saying that NABARD will be providing these funds, scheduled banks
will be providing this much quantum of funds, the policy initiatives do not
take you anywhere. This has been our experience. Sir, the Minister has
promised that the agricultural credit will be doubled in three years. Very
good. Sir, there is a stipulation that the scheduled commercial banks have
to finance the farming sector to the tune of 18 per cent of the total lending.
But have we ever achieved it at any point of time? It varies from 9 to 13 per
cent. Have you ever initiated any penal action against any bank for not
having achieved these objectives? And today, you just said, I am going to
double itI" Are the banks under obligation to do it? What is the strength in
your argument? | am asking you. There are disclosure norms for the
banks. There are NPAs. I | become a defaulter, | won't be eligible for
getting the loan againl Sir, there are numerous problems that the farming
community is facing in this country, especially in areas which have been
affected by drought continuously in ‘the last three-four years, places in
States like Andhra Pradesh, Karnataka, parts of Maharashtra. And still we
are making the Indian farmer to depend on the vagaries of monsoon! What
exactly is the Gavernment contemplating to help the farmer so that the
entire agricultural activity becomes a profitable venture in this country and
the Indian farmer can live with dignity and honour? Sk, policy initiatives
have been announced a long time back. But | do not see anything more
than what the earlier Government has done for the farming community. |,
on behalf of the farmers, am very thankful that you have not reduced the
allocation. Just because you have not reduced the aliocation, the Indian
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farming community should be grateful to this Government! Leave alone the
additional incentives that you have not provided. And what is the condition
of the cooperative structure today? It is totaily miserable., Today morning,
the Finance Minigter was telling us how many cooperative banks are in a
bad shape. They are totally in a bad shape. Sir, what is the Government
planning to do for making this cooperative sector which was once a vibrant
sector, more active and vigorous? This sector was responsible for the
development of agriculture in the country. What exactly are the innovative
measures that you are planning to take? Nothing. [t is virtually a status
quo Budget that has been presented before this House.

1 think nine months is not a small time to formulate your own
schemes. You should have reflected your policies, your character in this
Budget. Even today you have 1o recognise the priorities. There was growth
earlier also. [ am very much appreciative of the NDA Government which
had achieved 8.2 per cent growth rate. But | had been telling the previous
Government also that that was growth without empioyment. In a country
with one billion population, we have to provide more jobs to the pecple.
People's earning capacity has to be increased --then only there will be
aggregate demand for goods; then only there will be savings from the
people - soa that it can be channslised to the manufacturing and other
sectors and they can have the capacity to buy and enjoy the services. It
will have multiple effect on the economy. That is how the economy has to
be buit up. Uitimately, growth was there but what you have done is you
could build islands of prosperity amidst ocean of poverty. So, some radical
changes have to be brought so that the Indian farming community, which
constitutes more than 60 per cent of the population, lives with more dignity
in this country.

Now | come to the projections and allocations that have been
made in the Budget. My earlier speakers have spoken very exhaustively,
Especially, Shri Yashwant Sinha made a very critical analysis. The
projections you have made are totally unrealistic. You have made very
optimistic revenue projections. You should be optimistic not only for this
yaar, you should ba more optimistic for the next four years also.

SHRI VAYALAR RAVI {Kerala) : You want him to be pessimistic!

SHRI C. RAMACHANDRAIAH: If it is a reality, it is fine. if the
reality is different and you want to be optimistic, | want you to first learn the
lesson. The ground reality that pervades this year will continue to be there
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for the next couple of years. There is no magic wand in the hands of the
Finance Minister 10 change the ground realities within a couple of years, or
anybody for that matter. The gross tax revenues are expected to grow on
an average, as per the preojections made by the Finance Minister, by 22
per cent per year, over the next thres years. Wil it ba possible? The tax
revenues during the last five years -- | would like to remind him -- up to
2003-04, grew just by 7 per cent. If such is the case, what are the positive
changes in the fundamentals of this economy which will get you an
incremental growth rate of 15 per cent? The Finance Minister has to explain -
it. What should | call these projections? it is nothing but daydreaming;
nothing but wishful thinking. Knowing that these targets cannot be
achieved, are you making a mockery of the planning? Knowing fully that
you are not going to achieve this target, you have made a budgetary
proposal that you are going to achieve 22 per cent growth in collections,
especially in view-of the constraints. The Government is committed to bring
down the customs duty on par with the other Aslan countries. It is a very
important thing which you have to keep in mind, Then VAT is yet to be
implemented. As some hon. Members said, | do not know whether they are
going to implement it from the next fiscel year.

Sir, there has been more than 30 per cent increase in the iax-GDP
ratio over a period of three years. - Nowhere in the world, as far as my
knowledge goes, has there baen a 30 per cent increase in the tax-GDP ratic
in three years' time. It is highly improbable even if the economy does
slightly better. Again, cur economy depends on vagaries of monsoon. I
the agricultural growth rate is high, sutomatically, our growth rate wilf be
high. Otherwise, the growth rate wil go down. it is true that some
Member commented that 8.2 per cent growth rate was achieved becausa
the growth rates in agricuiture and services were high. This js true. But
nowhere is it different for you also. Huge economy and geo-political
uncertainties are there. As they have faced them, you have to also face
them. For any Finance Minister to reduce the fiscal deficit, to reduce the
revenuo deficit, the tax-GOP ratio has t0 be increased. But what exactly
are the efforts that have been initiated in this Budget? No concrete efforts
have been initiated, as far as | could understand from your speech. The
cardinal principle which has guided you is to achieve the targets or to follow
the spirit of the Fiscal Responsibility and Budget Management Act, which
has made you to constrict the allocations to the social sector and other
development sectors. | advise you not to be sacrosanct with this Act.
Ours is a demand-constrained economy. It should be more expansionary.
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You have fo invest from the Government side. So, unless there is an
investment from the public sector, you cannot foresee investments in the
private sector. Yeour own man, the Chairman of the Planning Commission,
Mr. Montek Singh Ahluwalia, a Committee, under his Chairmanship, had
reported that there is a strong complimentality between private and public
investment. You have to invest more. Only then wil it generate
employment. And, if you want 1o reduce the deficit, it is not by collection of
arrears. This cannot be so. Till now, no Finance Minister has collected the
entire arrears. You are depending on Rs.18,000 crores of arrears that are
due to the Government. And just by serving notice, do you think they will
do it? And, once your projections have failed, it will have a very
devastating effect on the targets that you have set in. It is very difficult to
achieve them, and your only guiding principle is FREBM Act. What is the
sacrosanct that you. are attaching to it? Yesterday, | happensd to
participate in a video-conference. | asked the World Bank Economist, Mr.
Qureshi as to why the World Bank and the IMF have a myopic view about
the fiscal deficits. So, unless we invest more, we cannot get private
investments. Unless the investments are there in infrastructure and other
sectors, we cannot develop. And, unless we grow, the people's purchasing
capacity cannot be increased. Unless their purchasing capacity is
increased, there will not be a demand for growth. So, it has got a
cascading effect on the economy.

Sir, 1 need not go into the insufficient allocations that have been
made on agriculture, heath care and so on. This has been widsly
discussed. But beautiful words have been used; hats off to the Finance
Minister. We people come from remote villages and we feel enamoured
with the words that have been used. But there is no sincerity in it. Good
language is thera. Good words are there. But adequate allocations are not
there. We, the people, are not going to be satisfied with beautiful
sentences and languages. We will be satisfied only if there is a
performance, only if you make us live comfortably.

What is the necessity for increasing the outlay for defence? | am
raising this subject because nobody has touched it, Do you want to make it
a wartime Budget? What exactly is the necessity to make such a huge
allocation for defence? it has been done at the expense of the social sector,
at the expense of vital sectors of infrastructure tike irrigation. If anybody can
seo the allocation for irrigation, it will truty reflect your ideas, whether you
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are sincere about it or not. it is a paltry amount; Rs.100 crores less or
Rs.100 crores more through the Interim Budget allocations.

Sir, the proposed expenditure on agriculture-related activities -
| want to sum up all these activities, like water resources, rural devslopment,
social justice, sducation, health, womsn and child development and
employment -- amounts to Rs.46,410 crores. That is the allocation that has
bean mads. There has been a paltry increase of Rs.383 crores as comparsd
to the Interim Budget, and the Finance Minister says that farmers are very
close to his heart, and rural development i3 his dear subjsect. It is not
reflected here. He has maintained only status quo, not more than that.

Sir, you take subsidies. | am raising it here because | want to know
whether it is a reform-oriented Budget or a growth-oriented Bucdget or a
populist Budget. What is the classification one can, give to this Budget? In
2002-03, subsidies constituted 10.5 per cent of the total spending, and this
year, you have brought it down to 8.1 per cent. On the other hand, you
have increased the defence spending from the already high 18 per cent In
2002-03 to a staggering 18.7 per cent. Can we afford to have it? What is
wrong with our Foreign Policy? Is there any apprehension of facing a war-
time situation now? You have to make it clear here. The huge incremental
allocation to defence gives a different meaning; it conveys a wrong
connotation. Had you shifted all these incramentat allocations to the rural
sactor, | would have accepted that the farming community is dear to you
and it can easily be termed that you are pro-poor. You have announced 100
days a year employmert t0 each family. it is a very lofty scheme. But, |
think, it raquires huge funding. i you take one-third of the families, and if
each family containg five persons, | think, there will be around six crore
families which require this employment. Do you know what is the amount
that is required to provide 100 days employment at 70 rupees per day
minimum wages? [t Is Rs.45,000 crores. What is the amount you have
aliocated for it? Nothing. You can say that under this rozgar yojana, or, that
yojana, this scheme or that scheme, you are prepared to make allocations.
What is your opinion about all these schemas which are being implemented
by the States? You want to erode the autonomy of the States. We have
been pleading with the Government all along, for the last five years, that it is
the States which have to deal with the people, not the Centre and it is the
States which know the neads of the people; it is the States which know the
rasources avaliable in the States. The States are in a better position to
formulate poverty alleviation programmes. These programmes should not be
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formulated at Delhi and thrust on the States. If you want io give, give
 allocations to the States. Your schemes and similar schemes which are
_ implemented in the States are overlapping, and there is a wastage of
moneay. Irrespective of the party in power, we have been requesting
.(imterruptions)... | am very brutally frank, do not make such comments
because | have been telling them, | had told them also.

Irrespective of the party in power, you want to keep more powers -

legislative powers and financial powers. Right from the Sarkaria

" Commission, we have been requesting that keep vital sectors like defence,

foreign policy, etc. with you. You want to usurp more powers and ercde

the autonomy of the States. You do not want to devolve the required funds

to the States. The financial position of the States has been highly
precarious. .

of) amafRy © Ut SIEw @ &) ET ¥

SHRI C. RAMACHANDRAIAH: | will finish it, Sir. | think | was given
some 25 minutes.

MR. CHAIRMAN: 23 minutes. Two minutes more.
SHRI C. RAMACHANDRAIAH: t have not even ...{Interruptions)...

MR. CHAIRMAN: Do you want 23 minutes more? ...{Interruptions)...
Please finish within two or three minutes.

SHRI C. RAMACHANDRAIAH: Okay. Now | come to Education
Cess. This reminds me of one of the remarks of Sir Winston Churchill while
opposing the Bill to grant independence to India introduced by Clement
Atlee in the Housse of Commons. | quote, "Not a bottte of water or a loaf of
bread shall escape taxation. Only the air wil be free." You are truly
following the legacy of Sir Winston Churchil. You have not spared
anything. You have levied 2 per cent cess on all services. It will have a
highly inflationary effect. If you have to mop up to improve education or
literacy, you should have chosen some other scheme whera the affluent
sections could have contributed for it. Earlier only threa services ware in
the service tax net. You have increased it to 71 services. Mind you, among
these 71 services, more than 60 services are catering to the needs of the
common people. You are making them fo pay two per cent cess. To what
extent is i advisable or desirable keeping in view the state of economic
conditions that are prevalling in this country? And that was not a dedicated
amount. That has been included in that Rs.10,000 crores which has been
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aliocated to the Planning Commission. What for the Planning Commission
is going to spend, we are not aware. Because | am not an expert in
planning, whether the House can be asked to give sanction, a blanket
sanction for certain amount to the Planning Commission to spend for some.
purpose. Does this august House not know? | think, | have got every right
to know what for these estimates are being sanctioned and what for these
amounts are going to be spent. The Finance Minister has to clarify, Sir,
now | want to make some suggestions.

MRA. CHAIRMAN: Please do it within your allotted time.

SHRI C. RAMACHANDRAIAH: | will complete. Banks are flooded
witii funds. Why do not you undertake some irrigation projects? Huge food
stocks are available with you. With this huge food stock and the huge
money that is available with banks, why do not you undertake some big
irigation projects so that # can provide water to lakhs of acres of {and in
this country and farming community can have full occupation. Some such
schemes should be undertaken. Nobody can prevent you. Now | coms to
the intedinking of rivers.

MR. CHAIRMAN: Piease try to finish.

SHR! C. RAMACHANDRAIAH: It is a very noble scheme. Of
course, it has got some constraints with regard to regional parties because
water has to be taken into the Central List. So, you convene a meeting of
the political parties and start this project. The Govermment dees not have
any powers to sorf out the disputes among the riparian States. These are
all the problems, which the Government is facing in the construction of
projects also. | have been giving some advice and continuously 1 am
repeating that you require a lot of funds for Infrastructure. There is a
parallel economy in this country with black money- thousands of crores of
rupees. Every Commission will estimate one figure. You make an
announcement. You issue bonds. Let us not question that source. Let
them contribute with zero per cent rate of interast. You stipulate some
period, eight years, ten years or fifteen yesars. You mop up funds and
spend for the infrastructure. Sir, the need of the hour is to have some
expansionary activities, provide more funds. Even by risking increase in the
fiscal deficit, as long as you contain your revenue deficit, you have to invest
more and don't be guided by the Fiscal Responsibility Budget Management
Act. Keep it in a cold storage for a couple of years, as long as this
economy grows up. It is my perscnal thinking because | cannot advocate
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that you violate the law, If at all violation is there, we can change the law
itsef. But it is a demand constraint sconomy, vou try to create more
demand for the goods which can only bs possible by increasing your
investment; and | want to warn you that your capital formation on agriculture
has considerably gone down. These are all negative aspects. But thanks
to the earlier Government, you have recsived a resillent economy which you
have admitted in the Economic Survey with huge food stocks and one
billion foreign exchange reserves.

MR. CHAIRMAN: Hon. Member, your time is over. Please sit
down.

SHRi C. RAMACHANDRAIAH: You are missing an opportunity.
You can stipulate the schemes, in such a way, that you can make this
economy more viable. Kindly apply your mind. Thank you.
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SHRI B.J. PANDA (Origsa): Mr. Vice-Chairman, Sir, | rise to speak
n this Budget with mixed feelings. | have a high regard for the hon,.
Sabinet Minister of Finance. His deft touch in the Budget is very obvious
Jecause it contains several laudable objectives. But, equally, there are
nher influences, which are obvious in this Budge?. These lead to many
sontradictions and Inequities in this Budget.

Sir, the hon. Minister has himselff used a cricket analogy in
lescribing that he is not playing a one-day match, and that he expects to
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play a five-day match and present many Budgets in the future. 1| would like
to extend on that because that is interesting. Sir, we all know that he is the
star player; the star batsman of his team. We know that a star batsman is
capable of facing bouncers fram the opposite side. But, in this situation it
has already happened, hardly the match has started and the star batsman
is facing bouncers from his own sids.

Sir, | would like to touch upon, in all fairness, as | said, the several
laudable objectives and good intentions of this Budget. These are both
qualitative and guantitative objectives. And, then, t would ke to take up the
issues, which have saveral contradictions and inequities. When we look at
the qualitative aspects of some of these objectives, the esmphasis on
education, the emphasis on increasing rural credit, the continued
commitment to VAT, a fund for developing backward areas; these are all
laudabie,

I will Just touch one of these aspects, that is, Education. 8ir, in
these many decades after Independence, we have developed a lopsided
system where a disproportionately small quantum of investment is made in
the Primary and Secondary Education, and large sections of our population
are deprived. One example of this is that while the Constitutional
Amendment that we made, which requires compulsory and free education
for all children up to the age of 14 years, requires an annual investment of
around Rs. 15,000 crores, hardly the country has been able to allot about
Rs. 5,000 crores. On the other hand, there has been disproportionately
higher degree of funding available for higher education which is ironic
because as the country has developed, we have today other alternatives
coming up in the form of, for example, many excellent private sector
institutions which do not -- the higher segments -- need that kind of
support. So, this lopsidedness needs to be corrected. Efforts have been
going on for several years and this emphasis on education is absolutely
laudable. | do not want to spend too much time. | have already mentioned
about the rural credit, VAT, fund for backward areas, but it is not just the
qualitative areas that deserve condemnation. There are many quantitative
commitments, quantitative statements and road map which deserve a lot of
compliments. For example, this Budget projects that the fiscal deficit will go
down to 4.4 per cent of the GDP. If that were to happen, it would be the
lowest in 25 years. In conjunction with the other projection of the revenue
deficit going down to 2.5 per cent of the GDP, this would be a major
landmark. Sir, in some of my own interactions with international financial
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authorities, it has come to my attention that, perhaps, the single greatest
issue in determining a country's credit rating, the sovereign rating of the
country -- apart from our foreign exchange reserves where we have done
very well, apart from the growth of our GDP whers wa have done
reascnably well -- Is the fiscal deficit. So, if this were to actually happen, it
would indeed be almost noble. The gprojection for non-Plan Central
Governmeant expenditure to decline would be very impressive. 1t would be
the first time in more than a decade, and a decline of nearly six per cent.
Expaenditure on interest payments, this Budgset indicates, would continue to
grow at a slower pace, which indicates this ongoing trend for the last
several years of actually coming to grips with our interast payments.

Thére are many other issues. | will touch only on one more. There
is an issus of equity here. In that, this Budget projects that there will be a
balancing of the sources of tax revenues. The sourcas of our tax revenues
had been very skewed In the past, but over the last ten years, thera has
been a trend of un-skewing them and bringing them intc balance. And, let
me just use some statistics here. Compared to the year 1986-66 and the
current year, that is, 2004-05, Excise duty, which ten years ago constituted
36.1 per cent of all the taxes, by this projection of this Budget, would coms
down to 34.4 per cent. As | said, this is an ongoing trend and the current
Budget also proposes to keep the trend going forward. Corporate taxes,
which accounted ten years ago for less than 15 per cent of all the texes
gathered, this Budget proposes, would account for almost 28 per cent.
Customns taxes, which were skewed very heavily ten ysars ago to providing
almost one-third of all the taxes, more than a2 per ¢ent, this year, has come
down to almost half of that in these last ten years, t0 17.1 per cert. Income
tax, which a very small percentage of our population bears for the entire
country, ten years ago, was 14 per cent, now, this Budget projects sixteen
per cent. And, perhaps, most significant, ten years ago, service tax
constituted less than one per cent and this Budgst projects four-and-a-haif
per cent, which Is a very significant growth.

Sir, it this Budget were 10 be rated only on good intentions and
laudable objectives, then, | would find very little fault with it. In fact, as | said
earlier, it would be aimost noble. But, unfortunately, that is not how a
Budget should be rated. A Budget has to be reslistic and that is where this
Budget fails. The problem is that many of the numbers don't add up,
What does this indicate? It indicates that there are compuisions within
the Government which have forced the hand of the hon. Minister to make
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3.00 p.m.

laudable announcements, which simply cannot be backed up; grand
gestures which simply cannot be funded. Let me give you an analysis, Sir,
Let me share with this House my analysis. Let us go to the fundamental
core numbers of the Budget. Overall, this Budget assumes a GDP growth
rate of seven to eight per cent.

Now, that itself is less than what the NDA government left the
country with, it had left the country with a last quarter GDP growth rate of
more than 10 per cent, and an annualissd GDP growth rate of more than 8
per cent. You can make excuses; you can say, we had a good monsoon,
we had so many other things. But the fact remains that one must not be
refuctant to acknowledge that the economy has been left in good shape.

The other comerstone of this Budget is that inflation will be
contained to within 4 to 5 per cent. The third cornerstone of this Budget is
that revenues will be buoyant. Now, let us take a look at these three
fundamental assumptions.

The first one is, 7 to 8 per cent GDP growth rate. But now,
already, within weeks of the Budget being announced, the best estimates
are that the GDP growth rate will be hardly 6 to 6.5 per cent. Just a couple
of days ago, the Prime Minister himseif has been quoted in a newspaper
saying that unless the monsoon picks up quickly, we are not going to be
able to achieve the GDP growth rates. And alrsady, we ourselves have felt
the lack of the monsoon this year.

The next assumption is, 4 to 5 per cent inflation. Let us be realistic.
inflation is already 6 per cent. If you lgok at one of the major components of
inflation, it is oil prices. Now, if you see what has been happening to oil
prices, and if you look at the prospects of oil prices for the rest of the year
...nterruptiony...

SHRI LALITBHAI MEHTA (Gujarat) We must consider the coal
prices also.

SHRI B. J. PANDA : Yes, there are many other aspects, but if you
look particularly at oll -- because oil is a major contributor to this -- it has a
compounding effect. There is no way that inflation can be kept within 4 to 5
per cent.
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Lastly, and very importantly, is this expectation of buoyart
revenuss. Let us take a look at some of these fanciful projections. This
Budget estimates that total tax revenue will jump up by nearly 25 per cent,
year to year, vis-a-vis last year, already, an almost 18 per cent growth from
the year before that. And when last year, we have had a peak GDP growth
rate of more than 8 per cent already, the chances of this happening are
highly unlikely.

The estimates of Corporate Taxes are even mare fanciful. On top of
a last year growth on the year before that, of 36.4 per cent, this Budget
estimates that this year, Corporate Taxes will contribute more than 40 per
cent additionally. These fanciful numbers simply don't work.

Let us take a look at Income Tax estimates. Last year, when we
had that excellent year of more than 8 per cent GDP growth rate, income
Tax kept pace, and, in fact, went beyond that, and gave us an Income Tax
growth of 9.3 per cent over the previous year. This year, when we expect
the GOP {0 go down substantially, the projections are that Income Tax will
increase by more than 26 per centl These are just not realistic. And this,
deapite removing nearly 1.5 crore tax payers from the net! That means this
burden of Income Tax, this huge increase, is going to be limited to very few
people who actually pay taxes. That is going to be nothing short of inequity,
and the way that can at all be achieved is through pure harassment,

Sir, | will just take a minute or two to start rounding up. | will cite
an expert here, Well, since the time left for me is short, | will not cite that
expert, and | can lay this paper on the Table.

Sir, there are many other numbers which don't add up. | lauded
the emphasis on education that this Budget piaces. But the fact remains
that this two per cent cess is going to have a compounding effect, because
it is charged across the board, on every tax, and that is going to raise
thousands of crores. But if you look at the Budget, what actually seems to
have been allocated to primary education, to secondary education, to higher
education, and to all the existing literary programmes is only Rs. 800 crores.
There is this mismatch between buoyant revenues that this Budget expects
and the money that is actually going to be made available to these grand
gestures. That mismatch needs to be explained.

Sir, coming 10 an end, | would like to touch upon not just these
contradictions, but also the inequities, of this Budget. Sir, there are
oxamples of strong influences at work behind the scenes in this Budget,
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and that leads to inequity. | would like to touch upon the issue of funding
for backward States, because | come from a backward State, the State of
Orissa. Sir, as you are aware, this Budget has a special provision for
funding of more than Rs. 3000 crores for a particular State. | have nothing
against the people of Bihar. | think they deserve every help that they can
get. But, Sir, this is an issue of equity. And | would like to touch upon some
key figures to show you how starkly inequitable this Budget is. The State of
Orissa has to again justify its case to get funding from a pool made
available for all backward States, whereas another State already has it pre-
granted.

Sir, | will just make a simple comparison between Bihar and
Origsa.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Mr. Panda, your
time I8 over. Kindly conclude.

SHRI B.J. PANDA: | will conclude in one minute. Sir, if you look at
infant mortality, Bihar's figure Is 87 out of every 1000, Orissa's figure is 8.
if you look at life expectancy, Bihar is 65 and Orissa is 60. If you ook at
percentage of population that has access to clean water, Bihar is 59 per
cent, Orissa Is 40 per cent. If you look at unsustainable debt burden, ali
States In india are in difficult time. The National Average of Debt to the
Gross State Domestic Production is about 30 per cent, which itself is very
bad, while Origssa is mora than 61 per cent, If there is any case for an
automatic aflocation for backward areas development, it is Orissa, Because
of the influences that are at play in this Government, Orissa has not got
anything. Origsa does not have even representation in the Cabinet. In
conclusion, | will just say that it need not have been so fanciful; it need not
have been unrealistic. A candid approach would have got our support. We
are a principled Opposition. A candid confession that the economy was left
in good health, but there are compulsions, and there are constraints due to
which one has to be mentally prepared for a slower rate of growth, would
have got our support. | still urge the star player, the star batsman in this
team not to let others fix this match for him, and bring about changes that
will assure equity and remove the contradictions in this Budget.- Thank you.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDl : Shri M.P.
Abdussamad Samadani. Not present. Shrimati Prema Cariappa.

SHRIMATI PREMA CARIAPPA (Karnataka): Thank you for giving me
an opportunity to speak on this first Budget of the UPA Government. At the
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cutset, | congratulate the hon. Financa Minister, Shri Chidambaram for
bringing this popular, pro-poor, pro-farmers and progressive Budget In
which he has made all-out efforts to implement, in letter and spirit, the
script of the National Common Minimum Programme under the overall
guidance of our charismatic leader, Shrimati Sonia Gandhi, our hon, Prime
Minister, Dr. Manmohan Singh, and, of course, in consultation with our
coalition partners. Sir, by introducing various commendable new schemes
for the farmers’' community, students, senior citizens, war widows, middle-
class consumers and new entrepreneurs in this Budget, he has taken all
possible measures and fulfilled the aspirations of the masses who swept out
the anti-people bourgeois and retrograde forces out of power and gave us
overwhelming mandate. Due care has been taken to promote qualitative
education to all, which is the need of the hour because the number of
lliterate is still very high in our country particularly in the rural and tribal
areas. | am more concerned about the lliteracy among the giris and
women in these areas, where majority of them are still lliterate and are
being exploited a lot. The hon. Finance Minister has taken good care of
this in implementing the Sarva Siksha Abhivan more vigorously. | hope, the
Government will pay more attention to educate the girls and women of the
rural and tribal areas of this country. Levying two per cent cess on income
tax and total customs duty on imports is a praiseworthy step. Hencs, in
our country, children of nursery and primary classes who require utmost
care, congsidering their tender age, are given the Ileast
facilities.

The racent ghastly fire incident at Kumbhakonam-based primary
school in Tamil Nadu, which took a toll of 80 students and left more than
hundred students seriously injured is a glaring example of the level of the
care, safety and other facilitias being given t0 children of this age group.
Even more deplorable aspect of this incident is that not even a single
teacher or school staff member was killed or injured which shows how
much they did to protect their students.

Sir, the national Common Minimum Programme also envisages
universal access to qualitative health faclities, Health care, in our country,
unfortunately, has gone out of the reach of the poor and the Government
hospitals and other utiities like health centres, dispensaries, etc., are the
only hope for the poor, But, these utilities are over burdened. S0, more
allocation has to be made to in¢rease the number of health utilities, where,
apart from providing sufficient doctors, adequate supply of madicines has to
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be made. It is very good that many incentives and concessions have been
offered in this Budget for setting up hospitals in rural areas.

Sir, 1 welcome the budgetary measures meant for generating gainful
employment and assuring hundred days' employment to one able-bodied
person in each family. Unemployment is a very serious problem facing the
country today. The anti-social and anti-national elements are exploiting the
situation and luring the youth towards terrorism. Hence, concerted efforts
are needed to eradicate unemployment for which self-employment
programme has to be implemented vigorously. Most of the programmes
depend on the foans provided by the banks. But, corruption in sanctioning
and disbursement of lcans has to be tackled effectively and | have full faith
in the hon. Finance Minister that he will effectively take care of this,

Sir, this Budget is a rural-oriented Budget. A compiiment for this
was published in the Hindi newspaper, Hindustan of o™ July, when its
headline read, "Chidambaram Chale Chaupal*, that means Finance Minister
has concentrated on villages where the main occupation is agriculture. The
proposed Accelerated lrigation Benefit Programme, with an allocation of
Rs. 2160 crores for this year, is a well-planned measure. Due to negligence
of the previous Government, so far only 28 projects have been completed
out of 178 large and medium projects. With the vagaries of monsoon,
drought has become almost regular feature. To combat the problem of
drought, water harvesting on a very large scale has become necessary. So,
I compliment the Finance Minister, who has focussed on restoration of water
bodies like lakes, tanks, wells, ponds, etc. These efforts will certainly vield
good results, At the same time, ! suggest to make rainwater harvesting
compulsory for every housshold, business establishment, etc. To begin
with, the Government can construct rainwater-harvesting structure in the
Government colonies and in the premises of the Government offices and
give subsidy to promote rainwater-harvesting techniques. Another aspect
is that due to perpetual drought conditions, the ievel of ground water has
gone down substantially. As a result, water has become contaminated.
Even if the level is recharged, the poisonous effect will remain. So, for
treating such water, treatment plants have to be installed. | hope the
Government will assist the States in this regard so that de-salinisation and
water treatment plants are set up to treat the water. In this regard, my
home State, Karnataka, is a classic example. Sir, another commendable
aspect of this Budget is that it aims to accelerate rural water supply in the
country, There is an acute shortage of drinking water in the country and
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the Finance Minister has rightly aliocated substantial funds for the Rajiv
Gandhi Drinking Water Mission which will ensure supply of safe drinking
water,

Sir, | hope that the Government will certainly succeed in its
endeavour. Sir, | appreciate the allocation of Rs. 2,247 crores for Indira
Awas Yojana and the Government's Intention to increase it, if more money
is nesded.

Under the credit-cum-subsidy scheme for rural household, subsidy
up to Rs. 10,000 and loans up to Rs. 40,000 are to be provided to the
eligible households of SC, ST and rural poor of general category. In this
Budget, special care has been taken to maintain the Union character of our
nation as the share of the States in Union taxes and duties has been
increased to Rs. 82,227 crores from Rs. 84,758 crores for 2003-04, Besides
this, the foans from the Centre to the States will now bear an interest rate
of nine per cent, which will benefit the States up to Rs. 375 crores in this
yoar itself.

Sir, sefting up a Backward State Grant Fund, with a corpus of
Rs. 25 crores to be provided over a pericd of five years, will enable the
mosgt backward States taking up and strengthening thelr soclal and physical
programmes within a given time schedule. This will help in reducing the
regional imbalances.

Sir, finally, | wish to invite the attention of the hon. Finance Minister
to the fact that the salaried class people, particularly, the workers engaged
in the unorganised sector are not happy with the Budget proposals of the
Government. | hopa that the Government will take into account the
difficultiss of these people, and, solve their problems. Once again, Sir, |
support the Budget proposals, and, | thank you for having given me the
opportunity to speak.

8HRI K. CHANDRAN PILLAI (Kerala): Sir, | thank you for the
opportunity given to me to speak on the Budget (General), 2004-06. Sir, the
Budget, though it is for a period of six or seven months, generally gives the
improssion that the Government intends to reorient and redirect the
economic policies of our country.

Some aspects are vely much agreeable, and, regarding our
position, yesterday comrade Nilotpal Basu narrated a lot. | am not repeating
that. Sir, we had serious reservations on certain proposals of this

L)
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Budget. First of all, while making an in-depth analysis of the Budget, there
are so many aspects, which cause much disappointment. Firstly, | am
focussing on the area of resource mobilisation.

Through this Budget, the Government has proposed a fiscal deficit
of 4.4, percentage-wise to the GDP. Of course, it is good. But while doing
so, our Defence allocation was much more higher. Without diluting the
national security concerns, 1 am saying that a re-look can be done on that
point because the national priorities are much more, as focussed in the
Budget. In the agrarian sector, in concrete terms, the investment amounts
are not that way narrated. Only 1.3 per cent of theé GDP is allocated to that
sector in toto but the contribution from the agriculture sector to the GDP,
we can say, is well beyond 20 per cent. By any count, and, every count,
the agriculture sector deserves much more allocation. In that regard, we
can even think of five per cent, or, say up to, six per cent, that means an
amount of Rs. 80,000 crores as Investment in the agriculture sector in a
span of five years, and, | am not saying In one year. That has not been
proposed. A re-look is actually required in that sector. The question of
employment has been narrated in the speech. He actually used good words
for the purpose of representing the miseries of the agriculture sector,
education sector, employment, everything. But to translate that into practice,
actually, we want large investments in the sector which is not going that
way. That is a point of difference which demands a re-look. While coming
to the qusestion of fiscal deficit, it is not a statutory compulsion for our
nation to fix it at 4.4. Even in advanced countries, like Germany, collectively
agreed percentages are weil over. Our country’s position is demanding
much more investment in various sectors. So, this aspect is to be
considered. Another point, | would like to¢ make, is the proposal for the
public sector investments, restrugturing proposals and so on. Here, it is a
suggestion for the Board for Reconstruction of Public Enterprises. Ws had
the experience of BIFR. Finally, it turned out to be the experience of a type
of Board for Industrial Funeral Rights. The working class experienced that.
A good, safe road for exit was enjoyed by very many industrialists also. | am
not asking everybody to join my thinking. There may be a difference. But,
accounts and records show that. We are wslcoming this proposal with a
good Intention. But, the modality of the operation of this upcoming Board
for Reconstruction is not yet narrated or certified. That is t0 be done.
Rs. 14,000 crore has been entrusted for the purpose. Actually, CMP, as a
mandate for the Government in this aspect, is well violating the objective
now--that is my impression. Strengthening public sector is observed in
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breach and again a backdoor disinvestment policy is coming up. Profit-
making public sector undertakings wit not be disinvested. That is the
categorical statement in the CMP. But, what is happaning and what is
going to happen with NTPC? The Government has decided to sell out
5 per cent to maobilise Rs. 4,000 crores. That is not at all a good proposal.
We will object it to the maximum. At the same time, if the Government is
sarious about mobilising more resources what about the tax arrears? Is
there any concrete proposal? What about the recovery of NPA assets?
What about the black money, which is working as a parallel economy in this
country? There are no proposals to address them. The Government is very
particular to take off Rs. 4,000 crore from NTPC. It is not a correct thing. It
is noLin the interest of the nation. S, we ask the Government to withdraw
such a proposal. Yet another point | want to make here. Some proposals
for additionai taxation are welcomable ones. Regarding stock exchange
transaétion tax, my only compiaint is the proposed percentage and the
amount that we are going to mobilise out of that is téo meagre. We can
enlarge it, strengthen it. Regarding service tax, more items are being
covered and it is being expanded from 8 per cent'to 10 per cent. That is a
good sign. One more aspect | want to refer is related to traditional
industries. For the first time, certain traditional industries have appeared in
our Budget. For example, coir. Looking from Kerala point of view, that is a
very good sign. Handloom is aiso there. But, it is to be strengthened by
covering more worker-intensive sectors. For example, fishermen are not
included. Cashew is a major sector. Lakhs of workers are there. it is a
very major foreign exchange eamer. It is not included. Further, bamboo
and biri sectors are also not included. Allocation of Rs. 100 crore is there
to rejuvenats this sector. Since it is a labour intensive industry, that wilt do
a lot in employment generation. But, that amount is too short.

We are asking for a bigger allocation for traditional industries, so
that unemployment problem, in a way, through thesa labour intensive
industries, can be rectified to that extent. That ig also a point to be taken.

Another point is regarding the cess on education. Altogether
Rs.4000 crore is mobilising through this cess. Cess is applicable to certain
customs duties, itoems as well as services. My apprehension is about its
utilisation; whether it will go to the Consolidated Fund of India, or whether it
will be entrusted totally as an investment fund to the educational purpose
alone. Experience shows that vigilance should be there; otherwise this
ailotted amount wil not go to the purpose for which it is actually
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envisaged. | am speaking on disappointing parts in general. | want to
focus on one mere aspect and that is the FDI business of the Government
of India. Our position is made clear in unambiguous terms, especially on
telecommunications because of national security and on insurance. In
insurance, in certain sectors, this UPA Government is moving beyond the
NDA Government. The mandate of the people is of a strong desire to
reverse the policies, to come out of the economic onslaught of the
Government through neo-liberal policies. But this Government is moving on
the same track and, in certain sectors, in a more aggressive way. That is
not at all an acceptable proposition. We should not do it. In the name of
insurance, allowing foreign companies to intervene, we are finally going to
lose the reserves, which we are using for the development, including that of
rural sector. Why is the Government compromising on that? Why is the
Government violating the mandate of the people? 1t is not at all fair. That
has to ba changed. With these words, | conclude my remarks. Thank you.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Thank you, Mr.
Pillal.

TSHRI R. KAMARAJ {Tamilnadu). Mr. Vice-Chairman, Sir, | rise to
make some points on the General Budget 2004-2005 on behaif of AIADMK.
A budget in the real sense is not the one which is being lauded by the
codlition partners. It Is one which stands to benefit. the common man. This
Budget has been prepared only to satisfy the coalition partners of the ruling
dispensgation. Our anguish is that even the essential schemes required for
Tamiinadu have been ignorod.

For example, Tamilnadu has successfully implemented several
schemes like family planning, poverty alleviation and self-employment
schemes. That is why the previous Government effected a Constitution
Amendment to freeze the number of Lok Sabha constitusncies in the better
performing states kke Tamilnadu. Now, the hon'ble Finance Minister has
announced sstting up of Backward- States Grants Commission. That is to
say, better performing states will not be given concessions. Only states that
did not perform well will got all the benefits. This Backward States Grants
Commission has been announced only to allocate more funds to some
states ruled by coalition partners. This is a clear violation of the Constitution.
This wilt adversely affect the Centre-State relation. Tamilnadu which has

t English translation of the speech delivered in Tamil.
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been implementing central schemes in an exemplary manner should be
given special assistance.

Nothing worthwhile t0 encourage self-employment of youth is found
in this budget. The allocation for rural empioyment scheme has come down
from Rs. 9639.99 crores in 2003-2004 to Rs. 4590 crores in this budget. The
aliocetion for rural road development has come down from Rs. 4415 crores
this year. So also, the aliocation for drinking water schemes has come
down from Rs. 1600.67 crores to Rs. 1208.75 crores this year,

This budget assigns Rs.10,000 crores for various central schemes.
But | don't know why no fund has been allocated for the mega river-link
project, advised to be expedited by the Supreme Court. Assam is in spate
and Tamilnadu and Andra Pradesh are in the grip of drought. Even under
these situations this project has been neglected. | would like to ask
whether the Common Minimum Programme of the coalition do not allow
this? | would like the response of the Ministers from Tamilnadu on this. The
budget speaks of food for work scheme in 150 backward districts in the
country. | request the hon'ble Finance Minister to tall the house as to how
many districts of Tamilnadu will be benefited under this scheme. A lot is
said about employment guarantee schemes in agricultural sector. For the
farmers of Cauvery deita in Tamiinadu, Gauvery water has bacome mirage.
The farmers and the agricultural labourers of the region have bheen driven to
misery. It is bacause of the welfare schemes for the deita farmers that were
implemented by the hon'ble Chief Minister of Tamilnadu, respected Amma
that the farmers and workers have had some relief and are pulling on. Since
they are affected because of the indifference of the Centre, ! demand a
special package for the Cauvery delta farmers and agricultural labours. For
basic education 2 per cent cess is being levied. This is expected to vield
5000 crore rupaes a year. Cenire levies and collects taxes from all over the
country. But' when it comes to implementation of schemes, Tamilnadu is left
out. For example, model schools known as Navodaya Schools were set up
in every district all over the country. Crores of rupees are spent on these
schools because, the Centre wants to impose Hindi through these schools.
Regarding Navodaya Schools the MHon'ble Chief Minister of Tarnilnaciy,
Amma expressed an opinion when she was the Chief Minister between
1991-1996, :

Our Amma said that the Centre could set up Navodaya Schools in
Tamilnadu adopting the two-language formula. But the Centre said, “If you
don't study Hindi, no Navodaya School for you". The Centre refused
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Naveodaya Schools for Tamiinadu. That is why | want to know from the
hon'ble Finance Minister, whether any educational schemes will be
implemented in Tamiinadu from the revenue of Rs.4000 to 5000 crore
generated by the levy of 2 per cent cess.

| have a specific point on education. When students approach
nationalised banks for educational loans, they are asked to produce sureties
of government servants or pledge assets. | would like to ask how many
students can meet such criteria. This situation must change. The budget
proposes to sustain economic growth between 7 to 8 percent. But how this
would be achieved is not clear. | wonder if the Government is banking on
the funds to be raised through increasing the foreign investment to 74
percent. Under the compulsion of some of the coaition partners, the
Government have announced not to privatise the profit making PSUs. This
should be followed of in practice.

Sir, for the last 131 years, the Postal Department has been
rendering a laudable service to the people across the country. By
undertaking the consolidated small saving schemes, the Postal Department
has received deposits to the tune of 4 lakh 35 thousand rupees. Now, the
Government proposes to amend the National Savings Bank Act, 1873 to
transfer the savings schemes to banks and other financial institutions. Such
a move will adversely affect the Postal Department.

This Department has been raising funds through small saving
schemes like National Savings Certificates, Indra Vikas Patra, Kisan Vikas
Patra and monthly income schemes. This Department gets commission on
this collection and about 40% of its total revenue come from this. 8 lakh
agents are getting the benefit. 40% of the total postal employees are
working in these schemes. Then what is the reason for trying to transfer
them to banks? How will the Minister save the Postal Department from a
near collapse? | wish to know whether the Finance Minister, who has
proposed 1o allow more foreign investment in Communication and GCivil
Aviation, has plan to bring foreign investment in Postal Departmant as welll

| wish to make a specific point regarding Tamilnadu. There are very
few central PSUs in Tamilnadu. So, | appeal to the hon'ble Minister to
increase fund allocation to Hindustan Photo Films, Salem Steel Plant, IDBL
and Madras Fertilizers to modernise them and protect the interest of the
workers. The Government should not attempt to privatise any of them,
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Sir, the share of states in tax collection should be increased. The
states have 1o take care of persons suffering from terminal diseases like
cancer. The Centre should provide adequate funds to tha states for mesting
the expenses on this count. Funds should be allocated for Neyveli second
mines expansion, Thermal Power Plant expansion and Tuticorin port
modernisation.

People were hoping for a dream budget. But this budget has only
sowed dreams and nothing else. It can be summed up that the presentation
of this budget is like building and making the temple sacred through
ceremonies without the deity in the sanctum sanctorum. With these words |
conclude.
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SHRI R.P. GOENKA (Rajasthan): Mr. Vice-Ghairman, Sir, | stand
here to support the Budget presented in the Lok Sabha on the 8™ of July
by Shri P. Chidambaram, hon. Finance Minister. The Budget is the first step
in the.implementation of the Common Minimum Programme prepared under
the dynamic leadership of Mrs. Sonia Gandhi. | must congratulate the
Finance Minister for having looked to almost every problem that the rural

151

*

zZ

g
g
5§
3

5



RAJYA SABHA [20 July, 2004]

community is facing and for initiating a massive programme to uplift the Tyral
sector, where the majority of the people live. Most of these programmes will

be implemented by the States, and it needs to be ensured that the delivery

system is most effective. | would like to remind that many years ago, Shri
Rajiv Gandhi had mentionad that in rural programmes only 18 paise reaches
the beneficiary. Care, therefore, must bae taken that the administrative cost
of the rural programmes is minimum.

Ancther issue which this Budget has taken care of is water., Water
is a critical issue. It js important that, first, water shouid be made available
in adequate quantities; second, that it is safe. And the third, we must give
support for rainwater harvesting. Water safety is important, Sir, Treatment of
water at the community level in rural areas should be undertaken. it should
be appreciated that the Finance Minister had only 40 days to prepare the
Budget. Therefore, we should not expect that he would introduce tax
reforms so quickly.

He has promised to undertake this exercise in the next Budget.
This is necessary. These tax reforms are necessary in order to ensure that
no significant changes are made almost every year so that the taxpayer can
plan his future income accordingly. | must mention that it is very creditable
that in spite of Rs.24,000 crores increase in Plan expenditure, the Finance
Minister has been able to bring down the revenue deficit by Rs.23,600
crores, in other words, as a percentage of GDP from 3.6 fo 2.5 per cent.
Even the fiscal deficit will be down by 0.4 per cent of GDP and will, to that
extant, set resources free from other important investments. The over-
prasence of Government in the debt market will be reduced and will ease
the interest rates. | am happy that that the Finance Minister has given close
attention to promote investment and bring up the efficiency levels of the
industry, For this purpose the Investment Commission and the National
Manufacturing Competitiveness Council will be set up. While this is an
excellent move, it is important that these authorities should be the fifth
wheel in tha coach. Their recommendations should be seriously considered
by the Government to create a new environment for develcpment. The
system of capital pains taxation has been rationalised with tax on short-term
gains down to 10 per cent and taxation on long-term gains being reptaced
by a tumover tax of 0.15 per cent. Perhaps the turnover tax is a bit too
high. Therefore, it depresses the market.

AN HON, MEMBER: His mike is not working.
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4.00 p.m.

THE WVICE-CHAIRMAN (SHRI DINESH TRIVEDY: | have already
asked the Marshall about it. ...(Interruptions)...

SHRI R.P. GOENKA: | do not know since when the mike is not
working. But | would repeat the last lines, which | have spokan. | believe
the Budget will be inflation neutral. Even so, it is necessary that the inflation
situation be carefully watched in view of the fact that it has already crossed
five per cent. Further rise of inflation will have some serious impact. Ht is
encouraging to see and know that the VAT has been approved by all the
States and the implementation will take place by 15" April next year. It is
very necaessary that small businesses are offered training facilities about the
way accounts should be maintained and encouraged to use computers for
this purpose in recording their sales and purchases. The cheapening of
computers, with the tax benefit given in the Budget, will facilitate the change
over. However, Sir, before | conclude | would like to mention one thing,
which perhaps the Finance Minister's attention has not been drawn to, i e.
Section 277 {a). A mere allegation by the LT. authorities of general intent {o
enable any third person to evade any tax would make a person liable for
imprisonment of three months to three vears. The allegation and the
punishment would be decided by the same authority. In my opinion, this is
totally against the natural process of law. To elaborate this point. Sir, for
any reason, if a person annoys an Income Tax Officer or an Income Tax
commissioner, he can treat the person as a criminal and thersafter sentence
him to jail term. This is wrong. Jail term for one day, three months or
three years is immaterial for a gentleman. Jail term is a jail term. It says
that no specific offence needs to be pointed out or proved.

T T & W, 7 prove 39 I sx@R 3T adl decide R,
I# punishment 2| I8 ga 79 RSeT ¢ 7E 9o way ey &
e el Tl T | e g vt el o 9% Q9T ®ew o aE SoRt)
Allegation of mala fide intention is enough. Mala fide intention T,
Iaem € st &1 Strangely allegation would be made and punishment
would be given by the same person, same authority. This is
completely doing away with the process of law. | sincerely wish the
Finance Minister will give serious thought to this problem. Sir, |
conclude now and | hope that all our Members would support this
Budget. Thank you.
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THE VICE-CHAIRMAN (SHRI DINESH TRIVED#): On that point,
there must be some appeal, there must be some arbitration, some natural
process of natural justice,

oft o, &, nirer . WR, wd o fge X)X o v o @ €W, e
f Tt waer | v ey A &, ang o Wik

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDY}: Now, Kumari
Nirmala Deshpande. | believe this is her maiden speech.

KUMARI NIKRMALA DESHPANDE (Nominated): Mr. Vice-Chairman,
Sir, | am very thankful to you for giving me time to express my views. Let
me, at the outset, through you, congratulate the hon, Finance Minister on
behalf of thousands of simple and humble Gandhian workers like me all over
India for presenting a Budget that shows the concern for the poorest of the -
poor sections of our country. | ¢came across a news heading in one of the
prestigious newspapers of Uttar Pradesh, *nia, 7w X #ww oot &7 soie O
frar fmmmer ¥ | wE S MET a1 A ¥ wr w2 ani This is a big
compliment. | am also reminded of our hon. Prime Minister, Dr. Manmohan
Singh's words when he, in his first address to the nation, remembered
Gandhiji's words of wisdom that whatever step you are going to take,
pleass remember the face of some poorest of the poor man whom you
have seen in your life and think for yourself whether the step that you are
going to take will benefit him or not, If it bensfits him, you are on the right
track. | hope that our hon. Finance Minister is on the right track and he
nesds to be congratulated by all the right thinking people of this country.
Through you, Sir | would, like to inform this august House that in our
country agriculture had been given the highest priority, The ancient sages
used to say, ‘Fffiry oitw Rt v wgwws @ ' Do agriculture even If you
get a little amount, it is a very big amount because agriculture is the noblest
profession. | am glad that the hon. Finance Minister has paid full attention
to agriculture and to the plight of the farmers. But, why the farmers are
forced to commit suicides? We will have to go deep into this problem and
may |, through you, suggest that we will have to see that there is something
wrong with the way we are doing our agriculture. No doubt, | remember
those days when we used to import foodgrains, but thanks to the Green
Revolution, we are now the exporters. It is raally a credit to our country.
But, at the same time, have we seen at what price? The chemical
fortilizers, the pesticides and Iinsecticides and all that have resulted in the
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loss of soll's fertility. .If fertility of the soil i3 lost, the future generations will
have to suffer. So, can we look into it and change into organic farming
which we have termed as 'non-viclent’ farming? Can we turn to that and
take to compost, worm-compost, cow dung, cow-horn manure and all kinds
of things from the nature so that the fertility of the soll is retained and
pesticides and insecticides are not needed. At the same time, the present
agricutture neads a lot of credit for farmers for purchasing things, for water,
for electricity, for seeds and for everything. Can wa reduce this burden of
our farmer? | would, through you, like to appeal to the hon. Finance
Minister and to the whole country, let us take to this ‘non-violent' kind of
agricuiture so that we can reduce the burden on the farmers and_ they will
not be forced to end their lives. With food, the other basic necessity of life
is clothing. And, | am so happy that the hon. Finance Minister has looked
ta the plight of the handloom and powerloom weavers and has suggested
some remedial measures. In our .country, this has been an ancient art.
| have seen, in the huts of Varanasi, a poor weaver, in the most unhygienic
conditions, creating a peace of art, which is sold for thousands of rupees.
But he had no food to eat. How long is this going to continue? Along with
that, the Khad! aiso needs to be given not only protection, but aiso
reservation. | am glad that the hon. Raiway Minister has taken to the
Khadi, and also to small viliage industry, manufacturing kuthar. He needs to
be congratulated. The Khadi has been the livety of the freedom
movement. And, Khadi, | would like to draw your attention, is dying. Those
who have given their lives to Khadf and village industries, in the evaning of
their lives, they say, "We can't see with our own lives that the Khadi is
dying today". Can we do something to ravive the Khadi? | hope the
Finance Minister will see to it. Along with that, we all need some kind of
values. In the whole world, we find that the peopie ara looking more and
more to Gandhi. | am asked- by the media friends, "ls Mahatma Gandhi
relevant today?® | say to themn, "You have no idea." He is the only person
who is relevant today." Those who had attended the World Social Forum at
Bombay, had seen that more than a lakh peopls, from all over the world,
committed to a non-viclent change in the soclety, to have a life-based on
values. And, this is what Gandhiji taught. He used to say, "Live simply, so
that others can simply live." Wa have to change our life style also.

Last, but not the least, | would like to draw the attention of this
august House, through you, to this. When | was in Pakistan, an ordinary
citizen, a poor man asked me, "R W TRWW, W W T, TR N wpA N
Tl Suy & wpEl @ B0, T @ oradll @ wll, R f s Y e, faw
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T 89 S AR wat BT ¥ T W vw g & faamw v @ 2 w T
THPT FTRAA T # Az F fyy $¥1° That common man, in the whole
subcontinent, is asking the same question, and saying, "l have a right to
live; | have a right to live like a decent human being®. But, how can that be
made possible? So, | would fike to appeal, can India take an initiative? Let
us remember what Rajiv Gandhi and Gorbachev's Joint Declaration tells us,
"We want to create a nuclear-free and non-violent world". Can those words
have an echo in our hearts? This was the veoice of wisdom from this land
of Ganchi, That should be our objective -- a nuclear-free and non-violent
world. About nuclear weapons, may | humbly inform this House that when
there was so much kind of fervour of so-called patriotism in both the
countries, after the nuclear test, we, a few peace activists in India and
Pakistan, took the banner and said 'no' to nuclear test and ‘ves’ to peace.

Near the Chagai hills, where the Pakistani nuclear explosion took
place, the students of the Quetta University walked on the streets saying,
'We want books, not bombs.' This is the voice of the common man of
both the countries. During the iast few decades, it is common knowledge
that between the erstwhile Soviet Union and the United States of America,
there were 2000 false alarms. A thousand of them were quite of a serious
nature. The distance between the two countries was 25 minutes. So, during
that time, they could check, recheck, discuss, and, then, coms to the
conclusion that it was a false alarm., But, what about us? The distance
between our neighbour and us is only 3-5 minutes. We will have no time to
check, recheck, discuss, and find ocut whether any alarm is a false alarm.
What does that mean? We have to think deeply and come to the
conclusion that let us, together, work for a nuclear-free world. is it possible
for India to take a step forward, and say, 'Let us take an initiative in that
direction?' [ would like to compliment the former Prime Minister, Shyi Atal
Bihari Vajpayeeji, for taking an initiative in the peace process. Can we take
another step and say, 'we won't increase our defence Budget; we will
decrease it'? And, at the same time, can we invite our friend and neighbour
and say, 'Come on, let us discuss this matter?' Can we, together, come to
some conclusion and say, 'well, this year there will be a two per cent cut in
the defence expenditura?' Let us both decide to have a cut of two per
cent this year. Next year, maybe, we can make it five per cent. In the third
year, maybe, we can make it ten per cent. | am not taking something
about living in a fool's paradise. This has become a reality for the people of
both the countries. India is known as the land of Buddha, the land of
Gandhi, the land of peace, and the land of non-viclence. | arn reminded of
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the words of Lord Jesus, 'You are the salt of the Earth.' [f salt losses its
soumess, then, the whole life becomes tasteless. India has a mission of
serving the whole humanity by setting an example for creating a non-violent
and nuclear-free world. That Is our mission as we remember Mahatma
Gandhl.

Through you, Mr. Vice-Chain'nan. Sir, | would like to make an
appesl. Let us think again and again. Can we take this step, the right
step, in the right direction, of not increasing, but having a cut in the
Defance Budgst, and extending a hand of friendship to our neighbour,
Pakistan? Lset us start a dialogue on this issue. And, | am sure, the people
of Pakistan, in whom | have the highest confidence, would take up this
Issue and create a public opinion, and persuade their Govemment to start
talking to India. 1 am quite sure of that.

Before | conciuds, | would like to remind the hon. Members that
before the Iraq War last year, there were psace marches all over the world.
The slogan was, 'Say 'ves' to peace and 'no’ to war'. Millions and miflions
of people came on the streets of cities like, London, Washington, New York,
San Francisco, Paris, Berlin, Rome, Calcutta, Canberra and Karachi. All
over the worid, millions of people came on the streets and said, 'We want
peace.’

It is a force, a new force in the world. And the New York Times
had to mention it in the editorial that after the disintegration of the Soviet
Union, only one super-power was left, but now another super-power is
emerging and that is the worid public opinion for peace. When | was asked
on GEO TV of Pakistan, "you say you don't represent any political. party,
whom do you rapresent®, | said, “| represent the another super-power in the
world that is emerging, that is, the world public opinion for peace.” Thank
you; Jaf Jagat, Victory to the world.

T (o e Bdd)) : erag Pefer ot Shri Datta Maghs; not.
present. Shri Harendra Singh Malik.
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THE MINISTER OF STATE IN THE MINISTRY OF FINANCE
(SHRiI S.5. PALANIMANICKAM) : Sir, | request that personal conversations
may be removed from the proceedings.

. v A il (Rer) @ 98w, 2 oo Qe ) ot |§ e o wh
e HEe NP, Y pagT w7 o A

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI) : Shri Lalit Suri.

SHRI LALIT SURI (Utar Pradesh). Sir, this is one of the rare
occasions in the history when the basic fundamentals of Indian economy
have been doing extremely well. In the year 2003-04, our GDP grew by 8.2
per cent. This is not that our agriculture only grew by nine per cent and
our manufacturing sector grew by 6.7 per cent. Qur foreign exchange
reservas are on a record high, Food stocks are in abundance. Our economy
had already fought and survived the curse of starvation, foreign exchange
crisis and the era of double-digit inflation.

Sir, the whole world recognises us as the fastest growing
economies in the world. | am of the view that this, therefore, was an
occasion for radical steps to be taken in the Budget. it woukt have given a
boost to the Indlan economy. The Prime Minister has been the Finance
Minister during 1891-96. He was consistently a pro-reform person. The
Finance Minister, Shri Chidambaram has also been identified with reforms. |
would have, therefore, expected the combination of the Prime Minister and
the Finance Minister to take morg progressive steps than they have taken in
the Budget.

Sir, | am conscious of the realities of politics and political
compulgions, where some of the partners of the niling Government, may
. have curbed the reform measures, which shouid have been taken, and have
not been taken. In fact, some of the reform measures, which have taken
place, are finding a lot of resistance.

Our service sector has been doing weill. Unfortunately, our
agriculiture still faces a challenge because of its dependence on monsoons.
But the real area whare the Finance Minister could have given more impetus”
is to the manufacturing sector. The manufacturing sector grew last year by
8.7 per cent. It is this sector, which gives a cutling edge to India over
China. The manufacturing sector is where jobs are created; the
manufacturing sector is where huge taxes are pald to the Government,
Therefore, unless we are able to raise the growth rate of manufacturing
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sector from 8.7 per cent to over 10 per cent, the dream of 8 per cent
growth rate will not become real. It is only a 8 per cent growth that can
eradicate the curse of the poverty from the face of India. Gone are the
days where the object of the economy was to distribute poverty. Today,
the welfare of the country lies in the genaration of wealth and its distribution
to the people. Liberalisation since 1991 has proved that the fastest
depletion of the number of people living below the poverty line has taken
place in the liberalisation era, How do we make the manufacturing sector
grow? We need efficiencies; we need competitiveness. Lset me underline
some of the steps which are required to boost the manufacturing and
service sector.

We are heartened that the Finance Minister has recognized tourism,
airports and seaports as focus areas of infrastructure with Rs. 40,000 crore
pooi for infrastructural growth, It has been recognized that India is going to
become one of the major global tourism destination country of the 21
century. Intemnational organizations have forecast that tourism sector, which
currently accounts for 17 milllon jobs in India, is expected to- sustain 25
million jobs by 2011 which means over 1.10 million additional jobs annually
over the next seven years. Domestic leisure tourism in India presents a
huge prospective market of over 300 million people that is waiting to be
tapped by making incremental investments in the necessary areas, which
would go a long way to ensure improvement of the regions in which they
are located. We are way behind In these areas and need a massive push
and enablers such as better Infrastructure, air-rall-road connectivity,
simplification of taxes and administrative procedures. Clearly, there are no
major announcements In the Budgst in this direction.

From the corporate angle, the overall tax burden has been
increased through the imposition of 2 per cent education cess and service
tax enhancement. For the corporate sector, it is not a 'cess' but a tax as
the cess will be levied on top of the tax and the 10 per cent surcharge that

they already pay.

‘The 2 per cent cess on all taxes will amount to Rs. 5065.68 crore
which is on tax receipts for 2003-04 of Rs. 2,563,285 crores. It means HRD
ministry fund availability wiil go up to Rs. 9,797.78 crore &s against
Rs, 4,732.08 crore allocated in the Budget. But the Ministry will have
access to the cess money only after the Finance Bill is passed and notified,
possibly next month, to be spent in the remaining six months of the current
financial year. It is also a matter of deep concem that hotels, which had
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breen taken out of the ambit of service tax in the preceding two Budgets to
dispel the perception of foreign visitors and tourists of India as a high cost
tourist destination ¢ountry, have again been brought under the purview of
service tax. The imposition of service tax in this year's Budget on a farger
number of services which include outdoor catering, pandal or shamiana
service, airports services, etc., will adversely affect tourism and hospitality
business. | urge the hon. Finance Minister to maintain status quo in respect
of exemption of hoteis from the purview of service tax as was done in the
previous years. The proposed tax on aircraft leasing charges along with
service charges on goods and other related activities at airport will create an
extra burden of Rs. 600 crores to various domestic airlines. This will result
in increase in fares, as the burden will be passed on to the customers.
Small low cost airlines, with no frills, will be severely affected. With the
result, the customer will not get the benefit of low cost travelling. This will
severely harm both domestic and international tourists and make our country
a high-cost destination vis-a-vis our neighbouring countries.

The Budget lacks in balancing the act of resource mobilization.
Instead of adopting a proper route of overall fiscal reforms, it has gone
along the lines of easy resources like cess and service tax. Firstly, we need
world class infrastructure. We nead highways, airports, sea ports, and
transportation systems of global quality.,. The NDA Government had
launched the National Highways Development Programme. It was a
welcome initiative. | hope the UPA Government will expedite that with
greater force. The Golden Quadrangle, the North-South, East-West
Corridors, the Sager Mala are indeed great projects. The rural roads
programme is a greater impetus to rural infrastructure. 1 am glad to note
that my friend, Mr. Praful Patel, is continuing the initiatives of the NDA
Government towards the creation of world class airports in Delhi and
Mumbai. Sea ports need investments. Airports are the gateway to India.
Today, our airports are clumsy, inefficient and over-crowded. The Tourism
Minister, Shrimati Renuka Chowdhury, has been espousing the dream of
giving an impetus to tourism but she can forget improvement in tourism till
such time that we are not able to at least double the number of seats in the
flights to ensure more tourists to India. For this to happen, we must have
world class airports. Mumbai Airport does not today have parking space for
new aeroplanes. Airport extension nesds investments. it needs
professionalism. Airports are the gateways. Money will come from where
money is available. ! welcome the proposal to raise the FDI in airports so
that we are able to keep the best of foreign partners along with their Indian
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counterparts to create the airports. But we should not limit ourselves to
Mumbai and Delhi. Kt is of utmost importance that upgradation and
modernisation of these airports with state-of-the-art navigational equipment
shoultd be done. If there is any resistance, for whatever reasons, from Left
parties or any other party, there should be an alternative plan to carry on
with the modemisation of the airports by the Govermment so that the
tourism is not affected, Kolkata can be the gateway of traffic from the east
particularly to visit the Buddhist circuit. Bangalore, Chennai, Ahmedabad
and Hyderabad are other important international airports we should be
looking at. Our sea ports were nowhere amongst the efficient in the world.
The entry of private parties in sea ports like Navasheva, Chennai and
Tuticorin has brought new dimensions of efficiency into sea ports. This
must continue. Efficiencies have made us more competitive. They have
created more jobs. | welcome the proposal in the Budget to expedite the
proposal to create a deep sea port at Valad Padam in Kochi.

Secondly, to give a filip to the manufacturing sector, we require to
provide utilities, particularly power to our industries at international cost. |
must caution against any move to review the Electricity Act, which has
already been enacted. The principle on the basis of which public utilities
survive is that users must pay. | can understand some subsidies being
given to the farmers in matters of electricity tariff but we must check the
theft and distribution losses, which are to the tune of 40 per cent. If power
is stolen, given on concessional rates or even given free without metering,
the entire burden of the power bill will fall on the industry. If our industry is
given power on exorbitant prices, they cannot compete with the intermational
competitors.

Sir, thirdly, for any industry to survive, lending rate of interest must
be internationally compatible. If the cost of interest on capital, which the
Indian industry has to pay, is far in excess of their international competitors,
then we should forget about thinking of making our industry internationally
competitive. The interest rate regime, therefore, must continue to be
liberalised.

It is profitability that attracts investments, which, in turn, create jobs
and employment. It brings more taxes_and revenue to the Government,
which, in tum, boosts the economy. It is the employment and jobs that wil
heip the eccmomy grow and create wealth for the poor.
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Lastly, trade facilitation is the antithesis of red tapism. Our ports,
airports, customs, transportation system must be super efficient.
international trade, which is curbed by red tapism, can add a huge amount
to the cost. International studies have shown that a good facilitation can
save up to 14 per cent of the costing. We must, thevefore, continue our
endeavour towards efficiencies.

We, today, live in a world where only the efficient is going to
survive. The world, today, buys products and services from countries and
sources where they consider it to be the’ cheapest and the best. We have
done extramely well in the services sector, because our human capital being
qualified and quality services as worid ciass. We are doing extremely well In
the manufacturing sector, particularly in automoblies, auto parts, texties,
pharmaceuticals, chemicals, because of our cost and quality.

india has the best human capital to succeed, but the momentum of
the Govemment policy and the Budget should be to continue to make
improvements, which | have suggested. My friends in the Left Parties must
realise that even though they rightly have a cause, in the rights of the
working class, close to their hearts, the cause of the working class will be
served when jobs survive and new jobs are created. Jobs will be created
only in an envionment of efficiencles and competitiveness. Mere
obstructionism to any form of reform will only promote inefficiency and non-
compaetitiveness.

Water Iis going to be one of the most crucial factors for the survival
of human beings. | congratuiate the Finance Minister for providing Rs.1,000
crore fo put up a desalination piant in Chennai. [ think this should be
carried on to other cities, which are near sea. With these words, | support
the Budget and thank the Vice-Chairman for giving me this opportunity to
express my views on the Budget.

THE VICE-CHAIRMAN (SHRI DINESH TRIVEDI): Shri Manoj
Bhattacharya.

SHRI MANOJ BHATTACHARYA (West Bengal): Sir, | will speak
tomorrow.

THE VIGE-CHAIRMAN (SHRI DINESH TRIVEDI): Smt. Mohsina
Kidwai, not present. The House is going to continue till 8 o'clock as per
the scheduie of the Business Advisory Committes.
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DR. VIJAY MALLYA {(Karnataka): Thank you, Sir, for giving me this
opportunity. | have witnessed the most interesting discussion on the Union
Budget. The Treasury Benches and the supporters of the UPA Government
have naturally said that this is a Budget that is relevant and have applauded
it. | heard the Opposition saying that the Budget was only poetic. But, |
think, the most significant comment that | picked up, particularly yesterday,
was Mr. Jairam Ramesh' comment on the one hand, and Mr. Arun
Shaourie's on the other hand, that we need to evolve a medium- and long-
term set of defined objectives and have the political will to implement those
objectives in the interest of our couniry irrespective of which party we
belong to. | am happy to cbserve from the comments that the emphasis on
education, health care and water is complemented by accelerated grass-
root development. Having extensively toured my State of Karnataka, it
became very apparent tc me that, notwithstanding the tremendous
propaganda, India was really not shining at the rural level where it mattered
most, | applaud the Finance Minister and his focus on accelerated rural
development, through the empowerment of local panchayats, and his
statement that the local panchayats will be funded and made responsible
for grass-root development. However, as | have said in this august House
befors, there imust be a supervisory and review mechanism to ensure
accountability. Mere allocation of funds by the Union Government, be it to
the State Governments or be it to the panchayats, must necessarily be
backed up by a mechanism of review so that the poor actually benefit. It is
a well-known fact that the jate Prime Minister, Shri Rajiv Gandhi, stated on
mora than oneg occasion that only a miniscule portion of resources actually
allocated for rural development and upliftment of the poor, reached the
people. We need to make sure that there is no loss along the way, and that
the full benefits of these programmes actually reach their target. The
upliftment of the farrming community is once again a very laudable objective.
However, if you want to uplift the farming community, doling out of free
slactricity is not a sound economic solution. We nead to look at the farm
productivity, we need to infuse technology and we need to take a good
hard jook at the food value chain so that the farmers actually benefit in a
tangible manner. This will ensure sustained agricultural development in the
long run. with a greater share of the value chain accruing to the farmers as
we go along in the future. The word ‘subsidy’ -has lost favour in the context
of new economio policy. However, one must never forget that fertilizer has
played an important role in our Green Revolution. During the last few years,
the Union Government has taken steps to reduce fertilizer subsidies at the
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cost of the domastic fertilizer industry, without tackling the basic issues.
Impart is not an alternative that is sustainable. As India, being a major user
of fertilizer, we have noticed that international prices invariably shoot up
dramatically when India enters the market. In this context, | appeal to the
Finance Minister to pay particular attention to the difficuities being
exparienced by the domestic fertilizer industry ag a result of which no fresh
investments have been made. A happy farmer needs a healthy fertilizer
industry. In a question that | raised a few days ago to the Ministry of Food
Processing, the reply referred to the establishment of food parks. This is a
vary good initiative. Such food parks in the rural areas, with appropriate
infrastructure, such as cold storage, electricity and distribution facilities can
ensure lower loss of farm produce and accelerated transportation to points
of consumption. However, merely leaving this to the private sector is not
going to reault in the desired benefit, The task at hand is enormous, and |
bellave that the Govermment should actually fund the establishment of a fow
model food parks in order to get the process going.

Agricultural cradit availability through RRB's and other institutions
should be made available in a transparent and user-friendly manner taking
into account the fact that most of the farmers are uneducated. Today, our
credit institutions are not borrower-friendly and are persuaded by middiemen
to disburse loans through them. These are the middlemen who fleece the
farmers by charging exorbitant interest rates which they cannot afford.
| think, and | appeal to the Government, to ban the disbursement of loans
to farmers through middlemen and to encourage direct disbursement of
ioans at the interest rates terms that the Government wishes to offer.

Sir, the focus on education is well appreciated and | am sure that
the tax payers will not mind the education cess in the larger interast of our
future generations and if there is positive hope that a better, more educated
and skilled workforce will emerge.

However, as in the case of multiple achémes that have been in
existence in the past with appreciable objectives, the lack of monitoring, the
lack of review and control has not provided the desired resuits.

Education, Mr. Vice-Chaimman, Sir, should become the fundamental
birth right of every Indian child, and 1 hope that one day, we will ba able to
offer free primary education to all children from the economically
disadvantaged families. :
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However, mere teaching will not suffice. Educational infrastructure
should be of a minimum standard incorporating not only optimal leaming
skills but also safety norms that will eliminate any recurrence of the recent
tragedy at Kumbakonam.

A lot has been talked about bridging the digital divide and taking
the benefits of information technology to the rural areas. This is an essential
tool in today's emerging context. We need job orientation and skill
development enshrined in our educational process.

Merely allocating resources for education, without ensuring that
these resources are effectively applied towards infrastructure, learning tools
and a safe environment, will not yield any results. Once again, considering
the education cess that has been ievied and the inflows that will accrue
from that, the Government should set up agencies to actually monitor the
expenditure of funds raised through the sducation cess.

Sir, | am happy to see the importance given to national health
insurance. Regrettably, however, the standard in Government hospitals are,
sometimes, so poor that the availability of insurance alone may not help. it
is important that the benefits of a national health insurance scheme are
compatible with certain minimum healthcare standards to be provided and
strictly enforced. To illustrate this point, | refer to the recent deaths of
children at a well-known hospital in New Dalhi. If this, Mr. Vice-Chairman,
Sir, is the state of affairs in our Capital City, | wonder what the state of
affairs may be in the rural areas. The availability of a national heaith
insurance scheme should not become yet another target for the corrupt
elements to benefit from.

Sir, | am happy that the hon. Finance Minister has announced the
establishment of a desalination plant for water in Chennai. | really hope that
this project will be implemented without dslay and that this will be a
forerunner for many such projects to come.

India is blessed with a vast coastline and many of our coastal cities
could benefit from the additional desalination projects.

Many Government of India sponsored schemes, involving huge
sums of money, are in force, sometimes, with negligible impact. A thorough
revisw of such schemes should be undertaken and the funds diverted to
such large-scale infrastructural projects which can be professionally
monitored and implemented.
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The Finance Minister has proposed to establish an international
container terminal near Cochin. | welcome it. He has recognised that both
Colombo and Singapore have become hubs for shipping traffic and that
India has lost this opportunity in the past. Hopefully, we will regain lost
ground through this initiative.

However, we have & similar problem in alr transport. Both Dubal
and Singapore have become popular hubs for Indian travellers which is
avidenced by the fact that the national carriers of both these countries are
advertising heavily in India targeting Indian clients.

The withdrawal of the tax exemption on aircraft leases will seriously
handicap both our national carriers which are short of planes and hopelessly
unable to utilise their existing traffic rights. While foreign carriers are bsing
allowed greater access to the Indian market, both the Air India and Indian
Alrlines should be encouraged to immediately lease a significant number of
additional aircraft and create an international traffic hub In India.

Therefore, | would respectfully suggest to the hon. Finance Minister
to review his decision on withdrawing the exemption on aircraft leases and
to, instead, encourage rapid fleet expansion by the national carriers.

In conclusion, | respect the hon. Finance Minister's decision to
establish a National Manufacturing Competitiveness Council to monitor
industrial productivity. 1n the same vein, | urge the hon. Finance Minister to
establish suitable supervisory bodies to ensure that various Budget
proposals are effectively monitored and implemented so that the stated
objectives can be achieved in an accountable manner. Thank you.

SHRI SHANKAR ROY CHOWDHURY (West Bengal):: Mr. Vice-
Chairman, Sir, the discussion on the Budget is proceeding almost on the
lines of political campaigns that preceded it in the run up to the slections -

'Shining India' vs. 'Bharat Shining'. | think what we have to understand
and, | am sure we do, is that both 'Shining India' and ‘Bharat Shining' are
two facets of the same country. One cannot shine without the other. ‘india
Shining’ is the external perception of India - corporate India. Gorporate India
indeed is shining. For that we have to give credit fo the previous
Government. But whera, | think,’ we have failed is to ensure that, side by
gide, Bharat also shines. | think the hon. Finance Minister has made a very
constructive and a very good attempt to balance the two and to ensure that
‘India Shining' proceeds, side by side, with '‘Bharat Shining' because one
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cannot shine without the other. The implementation of this Budget, the
stated aims of this Budget will face major problems, multitudinal problems
that all budgets have faced in the implementation to date. Some of these
are oil prices, drought, floods, internal cortradictions of politics, crime and
corruption. Although we are laying down our objectives, and | am sure we
will try and implement them, but we have got to devise some system. Of
course, there are certain factors like drought and flood which you cannot
check. But the internal contradictions which are inherent in our body politic,
in our body economic, we have to find some way of évolving a consensus
to see that these, at least, do not interfere with the broad outlines of the
plans the Budget lays down,

There has been an intense political controversy over the Budget
mainly on economic issues. It has been the induction of private capital in
some form or the other into the developmental process. FDI has been
opposed by certain political parties, which is according to their political
philosophy. Personally, | have no ideological hang-ups about what type of
capital comes into the country provided development increases. And |
think, we should pay serious heed to the comment | understand; | only
heard about it. The colour of the cat catches not matter, whether it is
black or grey, as long as the cat eats the mice. So, this controvarsy about
FDI capping, about disinvestments, really must be seen in a more pragmatic
way. As long as the Government has full control of whatever resources are
being fed into it, | don't think the source should matter. The route,
proposed by the Government on increased FDI percentage of
disinvestments, has to be put into place. But also to be put into place
offectively is the collection of tax arrears, unearthing of black money and
Non-Performing Assets. Both have to proceed hand-in-hand because
money must come from whatever sources they are required to come. Sir, |
think, ultimatsly, whatever we make of the Plan, it will face the same
problem that the earlier Plans have faced, and that is the problem of
implemantation. | think, speaker after speaker, also the discussions and
debates in the newspapers, have focussed on this issue. Both the
Budgsets, previous and the present, have esmphasised on different aspects of
_ the development of the country. The previous Budget has succeeded in
one particular area. It has not succeeded in the other area. This Budget
focuses on the other area, and they want to succeed, but | have a feeling
that they will face the same problem of implementation. And, as for the
non-implementation of 'Bharat Shining’, | think, there is a responsibility --
ultimately, the Plans are made here; the resources are distributed hers --
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but, | think, we should accept that, ultimately, the flaw in implementation is
that of the local agencies at the State level. And, in our Federal system,
how much oversight, how much menitoring, how much superintendence,
can a Central Plan or a Centrally-sponsored plan or a Centrally sponsored
guideline given to a State be imposed? | think, in our present system, there
is a contradiction in the entire system of development because in the
previcus Gowvernment, in the previous Budget, there was an adversasal
situation between many States and the Centre. This Government will have
the same problam in respect of certain States. This is the root of our failure
to gainfully employ, to gainfully deploy the resources that we have already
committed to the levels of development that we have achieved, or, that we
have been unable to achieve. We have vast amounts of money being given
by this Government to education, water, roads, rural infrastructure, etc. The
problem is, -- the earlier Governments also have done it, perhaps not in
such amounts -- even today, when you go to villages, you find schools in
disrepair, teachers not present; various schemes for improvement of the
conditions of tribals, backward classes not implemented. The resources are
there. It is the implementing agencies at the grassroot level that are not
functioning. And, if Mr. Chidambaram's Budget is to succeed, he and the
Central Government, in consultation with the State Governments, will have
to find some via-media, some method of ensuring that the resources
devoted to this Budget actually find their way down 1o the grassroots level,
otherwise, | am confident, Sir, the Budget debate in 2005-06 shall follow the
same predictable pattern. if you want to avoid that, you have to find some
via media.

Now, Sir, we have been finding stories which have been debated
here in the Parliament that tribal children are dying of hunger, dying of
malnutrition. In tribal areas, people are dying of hunger. The media says that
they are dying of hunger, but the authorities in those areas are trying to
prove that they are not dying of hunger, they are dying of mainutrition. Well,
in the dictionary, there is some difference between the meaning of the two
terms. | think, as we are focussing on creation of special economic zones,
the Government must, in conjunction with the States, work out a system of
special development zones, and these development zones have to be
developed on the basis of a task force system. A task force must be given
all the requisite rasources, not at the Central level, not at the State level, not
even at the district level, but at the panchayat level to focus on certain
areas, certain specific areas and develop that particular area which is within
its command zone.
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Sir, here, through you, | wish to draw the attention of the
Government to a staterment made by Mahamahim Rastrapatiji in his Address
to the Parliament, by the Prime Minister about the use of ex-servicemen for
nation building projects. This is something totally in consonance with
whatever teaching, whatever training these ex-servicemen have got. There is
a population of approximately 20 lakh ex-servicemen in this country today,
to which, 5500 to 65000 ex-servicemnen are being added every year. This is
trained manpower, hard-working, disciplined and objective oriented. 1 don't
know if the hon. House is aware that ex-servicemen NGOS have succeeded
in getting contracts from the United Nations for mine clearance. Thay are
working in Sri lLanka. They are doing an excellent job of it. | would imagine
that if such NGOs were contracted, if such resources are tapped, and then
focussed into those areas of development, perhaps, we would find a
comparatively better development in these areas for which these vast sum
of funds are being allotted.

Sir, now, | would speak about an issue which is generally
considered by Finance Ministers not to be fashionable, not to be
respectable. Finance Ministers are uneasy in dealing with this aspect of the
Budget, that is, Defence. What shall | say -- they are uncomfortable with it.
Now, we have, today in this Budget given Rs.77,000 crores for defence
purposses. It has raised, not openly, but, at least, in the background, a
critical attitude why are we spending so much money on Defence? They are
also right 10 some extent. it has raised unfavourable reactions amongst the
economic community. But, then, Sir, as one of the hon. Members from the
Treasury Benches mentioned, just as we take the Budget in an overall
economic context, within the Budget, the defence portion of it should be
taken in a certain historical concert. Now, from 1847 to 19989, that is, from
the first Kashmir conflict down to the Kargil, on an average, this nation has
been facing a major border war once in every decade, If you average out
the time, it comes to about once in t2 years. This Rs.77,000 crores that
has been allotted represents 2.5 per cent of the GDP, In current Plan, non-
Pian expenditure is approximately 60 per cent of the Plan expenditure which
is Rs.32239 crores. The defence spending is 23.2 per cent of the non-Plan
expenditure. M is a colossal amount. These figures after a while cease to
have any meaning. They are so large. But the fact of is that this figure
ropresents 2.5 per cent of the GDP, of which ¢apital expenditure is Rs.33482
crores of which Rs.26,000 crores are to be spent for previous acquisitions 1o
pay the bills and Rs.B,000 crores for fresh capital. | must say, Sir, at this
stage itself the hon. Defence Minister has given a warning that around
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October or November this year, he shall be forced to appreoach the Finance
Minister for certain supplementary demands if the modernisation processses
of the Armed Forces are to continue. Now, Sir, | think the whole world
wants peace. But the reality so far, the historical reality so far is that every
decade or so this country has been faced with a major border war with one
country or the other. About the future, we do not know. But the fact of
the matter is that defence expenditure to use a kind of an example--
defence expenditure is life insurance premium. Yeou will get the type of
policy cover whose type of premium you pay. Our fault has been, in spite
of this every decade repstition, we have the political leadership, the
Government of this country at various times have got what is called the
Ostrich syndroms, like the Ostrich where its head is in the sand. After the
hostilities are over, it is discussed -in Parliament, charges are made, counter
charges are made and, then, the Government of the day, there is its head
under the sand until the next war occurs. As a result, we get repeated
instances where we do not win. First time, every time we win or we do not
win because we are not ready for it. The only time that India has been
prepared for the decadal outbreak was in 1971 and, | think, the world saw
what we achieved. | would suggest that though, as | said, the defence
expenditure, defence budget is a non-respectable, unmentionable subject
which invites criticism either vocal or silent within the country or outside the
country, please, | would request the Finance Minister that this is life
insurance premium for the nation. There will be many pressures on him.
Rs.77,000 crores is a huge sum of money. In 2003-04 when drought was
there, the then Finance Minister removed Rs.10,000 crores, He had to do it,
| suppose. As a result things have fallen behind. Hon. Mr. Chidambaram
will have the same problem because he is facing drought, he is facing
floods and he will face pressures aiso. But the fact is that before doing s0,
please, do think more than once. (Time-bell) Yes, Sir, just a minute. 1 will
conclude. That is one of my concerns whether this allotment witl
stay. There is no point in having huge defence expenditure if we finance the
defence industry of other countries. So, the next drive must be within the
Defence Forces to ensure that this life insurance premium, defence
expenditure is expended in as constructive a manner as possible, to spend
it within the country. For that, you have to indigenise, you have to develop
your own engineering industry. Your DRDO must be held accountable for
the progress. Your ordnance factories must be upgraded, must be held
accountable for their production or non-production. Private sector must be
brought in, in a big way. | wil give you a small exampie. There are six
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numbers of particular equipment, very expensive equipment. The number is
six which is being purchased for a particular service. The Government
sector can handie not more than thres-at one time. But therse is a private
sector company which says that we can handle the other thwee., So, | think
one method minimising the effect of Defence expenditure is to ses that
maximum number of it is spent within the country. We have many other
issues, Sir, this is not a debate on Defence per se, except in conclusion, |
would just like to say, Sir, that in the last Parliament session there was a lot
of debate on the so-called CAG report. Now, the CAG report was
produced listing a huge list of items on which the procedures perhaps had
not been followaed., But, | think, if that CAG report on the first page of the
third paragraph had been read, it was to see whether emergency -
procurement system in this country works. | think, these are the words, |

am not very sure. The major lesson which this country must learn from that

CAG report is, that your emergency procurement doss not work. Therefore,

the answer is not to have an emergency of this nature, at least, and the

answer o that is consistent Defence planning. We have to handle a psace

dividend. We are having peace talks with Pakistan, we are making good

progress in talks with China. Now, the peace dividend can be handled in

two ways. You can handie it in terms of economics and finances or you

can handle it in terms of time., If you handle it in terms of economics and

finances which is the normal method of handling it, you cut down on your

Defence expenditure. But if you want to handle it in terms of time,

opportunity, to continue your Defence pianning on a sustained basis, now

is the time to do it. That is why | had eariier expressed my concern and |

hope under many pressures which the hon. Defence Minister will be .
subjected to, he will not think, or, he will do it as a last resort of qutting

down on the Defence expenditura, Thank you.
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sa & g gC A1 &, o I ur Rult & P 3 WY g7 ot & e
e 28 & afrT 3 wmer w2 £ v oad w2-ad | wT ww oo E
waEar & & ¥ e S5 mehie eifnftT o oerT @ o WemRfeT g
T 5t SEnT ¥ gHET AUy AW &, UF AT W & e o 9unT Y N

¥ sty & ¥ A Nt T e N gorow @ Wﬁrmmaﬁtf‘
9 g A §, agae 4 ¥ e

Suaanmw (R e ) ¢ od wmw, s wme @ Furthe
discussion on the Budget (General), 2004-05, will continue tomorrow. Th
House now stands adjourned to meet at 11 a.m. tomorrow, the 21™ July
2004,

The House then adjourned at four minutes past six of the clock till eleven ¢
the clock on Wednesday, the 21™ July, 2004.
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