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' LOK SABHA DEBATES

LOK SABHA

Saturday, February 29, 1992/ Phalguna
10, 1913 (Saka)

The Lok Sabha met at
Seventeen of the Clock

[MR. SPEAKER in the Chair]

¢ g R

Re. ALLEGED LEAKAGE OF BUDGET v

PROPOSALS FOR 18562-93 TO THE
WORLD BANK BY THE GOVERNMENT

[English)

SHRI VISHWANATH PRATAP SINGH
(Fatehpur): Sir, with your permission, | just
want to draw your attention. We have pe-
rused those documents which have been
lald by the Finance Minister and from them,
itis clearthat the Government has agreedto
the surveillance of the IMF and the World
Bank of the economy of the country.

The World Bank Repont says that:

“That monitoring of macro—ecgnomic
performance, in particular, will be
closely coordinated withthe IMF. The
Bank/Associationwill also monitorthe

implementation and progress of re-
form actions through a mid-term
consultation to be held prior to
end—January, 1992. In addition to
serving as a catalyst to promote
greater coordination among the vari-
ous line Ministries to which the SAL/
SAC programme relates, the review
would provided a forum to discuss
with the authorities the recommenda-
tions of several high-level commit-
tees established by the Government
and their incorporation to the extent
appropriate in the 1992-93 Budget.”

This is the agreement which the Gov-
ernment has made under supervision by the
IMF and World Bank and also on the provi-
sions of the 1992-93 Budget. It is a very
serious matter and it deserves justice at your
hands. This is what | want to know. The
sovereignty of the Parliament has been
breached and the economy of the country
has been subjected at the teet of the Worid
Bank and IMF. We strongly protest against
it. (Interruptions)

SHRI SOMNATH CHATTERJEE
(Bolpur): Mr. Speaker, Sir, yesterday of behalf
on the National Front and the Left Parties,
we have sent to you a letter with regardto a
very vital matter concerning the preparation
and presentation ofthe Budget. 1requestthe
hon. Members on the other side kindly to
give a little hearing with patience. {Interrup-
tions)
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. In that letter, we had quoted in extenso
a provision from the Worid Bank Report
dated 12th November, 1991 thatthesedocu-
ments were made available 10 us after per-
sistent attempts on our behalf 10 obtain dis-
closure of vital documents. The Govemn-
ment never came 10 disclose the documents
on their own. On the other hand, very
unfortunately, the Finance Minster imputed
motives even 10 the prass. Now, Sir, that
document, that Clause which we had
quoted - paragraph 97 at page 31 of the
World Bank Report - says:

“That monitoring of macro-economic
performance in particular will be
closely coordinated with the IMF..." it
refers 1o the macro-economi: per-
formance of our economy. Iagain
quote: “..... The Bank/Association...”

that is, the Worlkd Bank and the Inter-
national Development Association....

will aiso monitor the implementation
and progress of reform actions
through a mid-term consultation to
be held prior 10 end-January 1992

- (Interruptions)

AN. HON. MEMBER: Whatisthere init?
Sk, what is happening now (Interruptions)

SHRI VILAS MUTTEMWAR (Chimur): |
hope you have already spoken on that point.
(interruptions)

SHRI SOMNATH CHATTERJEE: Eve-
rybody is helping your Finance Minister so
that he can reply. ¥ you do not have pa-
tience, what can 1do? Why are you interrupt-
ing? Is this a matter of frivolity? Is this a
frivolous matier that we are talking of ? (/nter-
nuptions) These documents were deliber-
ately kept back from Pariament. Therefore,
the Worid Bank has imposed a condition that
there would be a review, mid-term roviaw,
mid-term consultation to be heid prior 10
end-January, 1952. )
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t further quote:

“In addition to serving as a catalyst to
promote greater coordination among
the various line Ministries...” Minis-
tries of the Government of india, not
ofthe US.A. ... “.... to which the SAL/
SAC programme relates, the review
woulkd provide a forum to discuss with
the authorities....” authorities of the
Govemment of india...." the recom-
mendations of several high level
Committees established by the Gov-
emment and their incorporation, to
the extent appropriate, inthe 1992/93
Budget....”

Thersfore, there has been a discussion
with regard to mid-term position, with regard
10 the recommendations of the review com-
mittee, review committee consisting of the
Government of India's representatives as
well as the IMF, the World Bank and the
International Development Association.
Therefore, they are aware of it. They have
decided that they will dictate what is 10 be
incorporated in the 1992-93 Budget. This
was deliberatly kept back from us. And, the
hon. Finance Minister has taken a plea that
he had not received the leiter of 12th Novem-
ber, 1991. -He never said that there was an
agreement, the Repoit of the World Bank
which he was ultimately forced 1o disclose,
from which this very serious disclosure has
been made. We are concemed about .
Therefore, we wrote to you. We would ke to
know categorically from the hon. Finance
Minster whether the Finance Minster in his
Budget has included this. (Interruptions)

SHRIVILAS MUTTEMWAR: This istoo
much. How can he disclose that nowbefore

presenting the Budget? (Intenruptions)

MR. SPEAKER: | will take one minute,
1 will request the hon. Members 1o under-
stand the solemnity of the occasion. We are
going 1o present the Budget notto the Parfia-
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moent alone but this present Budget is being
presented to the entire people of this coun-
try. | am allowing one or two Members 1o
expross their views.

(interruptions)

MR. SPEAKER: If Members are getting
up, interrupting and speaking, you are not
supporting the Finance Minister or the Par-
kament or me also. You please bear with
one or two Members who are expressing
their views in one or two minutes. Then, | will
request the Finance Minister to go to the
Budget.

(interruptions)

SHR!I SOMNATH CHATTERJEE: | will
take hali-a-minute. That is why we made a
request to you to see that the rights of the
Members are not prejudiced or taken away.
Therefore, we made a request, ¥ it is not a
part of the Budget, as they say, then that
should be made available to the Members of
the House. We would fike to know what is
there in those mid—{erm recommendations
made by the Review Committee. Therefore,
we made this request...

MR. SPEAKER: Ireceived your request.

SHRI SOMNATH CHATTERJEE: With
respect we made a request fo you fo see that
the rights of the Members are fully protected
and they are made aware of the contents of
the relevant document as mentioned in the
provisions quoted above. That is signed by
all the leaders from this side.

When you have permitted me, if the
Treasury Benches feel that the voice of the

opposition can be throttied in this mannerby -

their stil minorily ruling party, despite all
manipulations played they are still in minor-
ty, then we shall not sit here idle for the
purpose of being tortured, being throttied.
Woe shall take all steps consistent with the
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dignity of this Parliament as we have been
doing and not taking it away as they are
doing. Therefore, we want a clear and
satisfactory answer from the Finance Min- -
ster on this.

MR. SPEAKER: | am allowing Advanij
and then 1 am requesting the Finance Minis-
ter later on. ‘

SHRI LAL K. ADVANI(Gandhi Nagar):
Mr. Speaker, Sir, ever since when a news
item appeared in a daily newspaper the
‘Indian Express’about the secrecy of Budget
being violated by the Finance Minister
through a lefter written to the World Bank in
November, this House has been witnessing
veryuproarious scenes. Many of us ex-
pressed misgivings that an established tra-
dition of this House, if it has been violated or
breached, we should take it seriously. Nor-
mally, 1 would not have liked to raise this
issue foday taking into account the solem-
nity of this occasion. But because you have
permitted a couple of Members to raise
some points, therefore, belore the Finance
Minister presents his Budget, | would like to
emphasise the same point that my colleague
yssterday pointed out that there can be two
opinions, whether in the present economic
situation, this country ought fo go to the
World Bank or the IMF to secure assistance
or we can manage on our own. And thatcan
be debated at length in the course of the
Budget discussion othbr occasions. Once
we agree to go to the IMF of go to the World
Bank, they would naturally be imposing
conditions and we would have to respond to
it. As i said...(Interruptions)

Mr. Speaker, Sk, | say, along with my
colleagues, that a gross impropriely was
committed. Whether it can be technically a
breach of Budget secracy or not is a malter
for you to judge and decide on the basis of
the privilege motion. But agross impropriety
had been committed when in the course of
theso letters in which we could have dis-
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cussed policy, we could have speit out our
responsetothe conditionality, but the moment
we say that we propose to do this in the
coming Budget of 1992-93, | feel and my
colleagues feel that an impropriety was
committed. &t would have been better if we.
(Interruptions). 1 would conclude that in so
far as policies are concerned, as Shri Indrajit
said yesterday, they are very often Part A of
the Budget. And till now Part A and Part B
both have been demand secret. Butthere is
one particutar Report which has been pre-
pared and submitted to the Government,
whichisthe Chelliah Committee Reportwhich
deals with taxation. And this taxation is the
crucial and vital part of any Budget. {f that
Chellish Committee’s Repott has also been
discusuq with the world Bank, then | am
afraid that a very serious lapse has been
committed by the Finance Minster. If it has
not happened, | would feel reassured.
Therefore my simple question would be,
whather the Chelliah Committee report on
taxation reforms has also been discussed
with the World Bank or not. (Interruptions)

THE MINISTER OF FINANCE (SHRI
MANMOHAN SINGH): Mr. Speaker Sir, |
had appointed two committees. (/interrup-
tions)

- The Narasimhan Committee Reportwas
placed on the Table of the House in Decem-

[Transiation]

SHRI RAM VILAS PASWAN (Rosera):
Mr. Speaker, Sir, we have written a lefter to
you ........ (Interruptions) ......first you please

MR. SPEAKER: Your leader has al-

ready spoken. You should not speak. (Inter-
- ruptions) .
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SHRI RAM VILAS PASWAN: No one
has got the right to mortgage the country.
This Government wants to morigage the
country....(Interruptions) First you listen
please....(Interruptions) ’

[Engiish}

MR. SPEAKER: Please take your seat.
{ am not going to hear you.

(Interruptions)

SHRI RAM VILAS PASWAN: 1 am not
going to yield also

MR. SPEAKER: You have to.

{Interruptions)
MR. SPEAKER: This is not going on

" . record.

(Inteiruptions)*

MR. SPEAKER: This is not correct.
allowed yourleaderto speak...(interruptions)

MR. SPEAKER: Not like that.

(Interruptions) *

MR. SPEAKER: | dont appreciate this
kind of imposition by the Members on the
House itself. | allowed the leaders to ex-
press their views. This is unusual to allow °
the Members to speak before the Budget is
presented. Yet, with defence tothe letter and
with defarence to the leaders 1 did allow. |
would appreciate Shri Paswan who is the
Deputy Leader of his Party to take into con-
sideration that his leader has spoken and he
may please cooperate with the Pasliament

.and cooperate with the Finance Minister and

cooperate with the country.

_* Not recorded
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(Interruptions)

SHRI BASU DEB ACHARIA (Bankura)
You allow some leaders of otherparties also.

SHRI MANMOHAN SINGH: | wish to
assure you that there is no leakage of the
Budget. | repeat that. | wish to assert that
1 have committed no impropriety of any kind.
(Interruptions) -

MR. SPEAKER: May | request the hon.
Members not to clap because we woud like
to hear what the Finance Minister is saying?

(Interruptions)

SHRI MANMOHAN SINGH: | am an-
swering that. (Interruptions)

Hon. Leaderof the Opposition has asked
a specific question about the Chelliah Com-
mittee report. | wish to assure this House
that this is a top secret document, it has not
been made available to anybody outside the
Ministry of Finance. We have notsharedthis
report with anybody outside; neither with the
IMF nor with the World Bank. Therefore
there is no question of Budget leakage.

| had intended to place this Repcrt on
the Table of the House. | had already given
notice. You had agreed that | could place
that report on the Table of the House on 3rd
of March. If you permit me today, | am ready
to place that Report right here on the Table
of the House.

MR. SPEAKER: You have the permis-
sion.

17.19 hrs.
PAPERS LAID ON THE TABLE,
'-..»-5" " T e c Fs N

.
LR M O

Chelliah Commiittee-Report
[English)

THE MINISTER OF FINANCE (SHBI
MANMOHAN SINGH): The summary of the
Report is being placed on the Table of the
House right away with your permission.

PHALGUNA 10, 1913 (SAKA)

General Budget, 10
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[Placed in Library See. No. LT~1397/92].

As far as the main Report is concerned,
two copies of the Report are being placed in
the Library of the House. {Placed in Library
See. No. LT-1398/92).

I wish to assert once again and assure
this August House that there has been abso-
lutely no leakage of any Budget secrets. |
accept full responsibility for this. (fnterrup-
tions)

MR. SPEAKER: Mr. Finance Ministerto
present the Budget. '

17.20 hrs.
“GENERAL BUDGET, 199293 -
(English]

THE MINISTER OF FINANCE (SHRI

MANMOHAN SINGH): Sir, | rise to presént
—————— A Y et g - s o
the budget for 1992-53,

The fiscal year now drawing to a close
has been a difficult one by any standards. It
has been a year of crisis and of crisis man-
agement. It has also been a year of great
economic challenges and bold new initia-
tives.

Honourable Members wouid recall that

- when the new Government assumed office

eight months ago, we inherited an economy
onthe verge of collapse. Inflation was accel-
erating rapidly. The balance of payments
w?yln “Serious trouble. The foreign ex-
Wsewes were barely enough for two
weeks of imports. Foreign commercialbanks
had stopped lending to India. Non-Resident
Indians were withdrawing their deposits.
Shertages of foreign exchange had forced a
massive import squeeze, which had halted
the rapid industrial growth of earlier years
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and had produoe& negative growth rates
from May 1991 onwards.

This is the grim legacy we inherited.

Our first and immediate challenge was
to arrest the slide ad restore India’s credibil-
ity both domestically and in the eyes of the
world. To achieve this objective we had to
take immediate measures to avert a default
inn international payments and also take
steps to restore macro—economicbalancein
the economy in the short run, with a view to
controlling inflation and reducing the bal-
ance of payments deficit to a manageable
level. Our medium term objective was to
place the economy back on the path of high
and sustainable growth.

The new Government toock several ini-
tiatives in pursuit of these objectives. We
took emergency measures to prevent a
default in external payments, which wouid
have been highly disruptive. The previous
Government had already decided to use a
part of the goid held by the Reserve Bank of
India to mobilise temporary liquidity abroad.
We did not consider it prudent to reserve this

-~ decision. But we promised to redeem the
goid at the earliest opportunity and we have
kept our word. We began the process of
restoring macro—economic balance by seek-
ing to reduce the fiscal deficit which had
grown very large in the previous year. We
also embarked onamediumtermprogramme
of structural reform, including new initiatives
in trade policy and industrial pelicy aimed at
improving the efficiency, productivity and
international competitiveness of Indian in-
dustry. Ourlongerterm objective is to evolve
a pattern of production which is labourinten-
sive and generates larger employment op-
portunities in productive higherincome jobs,
and reduces the disparities in income and
wealth between rural and urban areas.
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Production wasboundto sufferin ayear
of crisis and this has happened in 1991-92.
Agricultural production was below target in
the kharif season, but prospects for the rabi
crop look good. Industrial production suf-
fered because of severe import compres- -
sion and tight credit conditions. However,
the infrastructure sectors, which are the
foundatnon on which future industrial growth
depends, have done well, Overall, | expect
GDP growth in 199192 1o be around 2.5%.
| expect a distinct improvement in 1992-93,
and a return to high growth in 1993-94.

- However, this revival can be achieved only if

we persevere unflinchingly with the process
of stabilisation and structural economic re-
form begun in the current year.

Stabilisation and structural adjustment
are never painless or quick, especially when
we are dealing with imbalances and struc-
tural rigiditie~ which have built up over sev-
eral years. It willtake sustained effort, over
at least three years, to bring the economy
back to a path of rapid and sustainable
growth. A firm commitment to austerity, the
pursuit of excellence and the promotion of
efficiency and productivity for the benefit of
the common people has to be an integral
part of this effort. Given our limited re-
sources, our people cannot afford to copy
the soulless consumerism and the wasteful
life styles of the affluent countries of the
West. Conspicuous consumption has to be
actively discouraged. The virtues of thrift
have to be emphasised. The owners of
wealth, as Gandhiji used to say, must learn
to regard themselves as trustees of society.
We cannot postpone structural reform and
adjustment, but we must ensure that the
burden of adjustment on the poorer and
weaker sections of our society is amelio-
rated to the maximum possible extent. We
are travelling through difficult and uncharted
terrain, where no action is without attendant
risks, and success will not always be imme-
diate. We need patience, parseverance and
national cohesion if we are to succeed.
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& has been alleged by some people that
the reform programme has been dictated by
the IMF and the World Bank. We arefounder
members of these two institutions and it is
our right to borrow from them when we need
assistance in support of our programmes.
Aslenders, they are required to satisfy them-
selves about our capacity to repay loans and
this is where conditionality comes into the
picture. All borrowing countries hold discus-
sions with thesae institutions on the viability of
the programmes for which assistance is
sought. We have also held such discus-
sions. The extent of conditionality depends
on the amount and the naturally type of
assistance sought. However, | wish to state
categorically that the conditions we have
accepted reflect no more than the imple-
mentation of the reform programme as out-
lined in my letters of intent sent to the IMF
and the World Bank, and are wholly consis-
tent with our national interests. The bulk of
the reform programme is based on the elec-
tion manifesto of our Party. There is no
question of the Government ever compro-
mising our national interests, not 1o speak of
our sovereignty.

Although the full fruit of our policies will
take time to materialise, | am happy to report
to the House that we have made substantial
progress even in this short space of eight
months. We have achieved our mostimme-
diate objective of restoring India’s credibility
and pulling the economy back from the slide
into financial chaos. Our foreign exchange
reserves have been rebuilt to about Rs.
11,000 crores. Non-Resident Indians are
no longer withdrawing their deposits. We
have successfully concluded arrangements
with multi-lateral financing institutions such
as the IMF, the World Bank and the Asian
Development Bank to ottain quick disburs-
ing funds to supportthe balance of payments
in the current yeaar.

Inflation remains adifficult problem, and
one to which we attach the highest priority.

PHALGUNA 10, 1913 (SAKA)
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because inflation hurts the poor and the fixed
income earner most of all. inflation was
accelerating in June 1991, when our Gov-
emment came to power, and the annual rate
ofinflation reached a peak of 16.7%in August
1991. Since then, the rate of inflation has
come down to about 12%, but | am painfully
conscious that this is still fartoo high. We are
determined to bring inflation under control.
This is why the Budgetfor 1991-92 focussed
on the need for fiscal discipline. | am confi-
dent that as we persevere with fiscal disci-
pline in 1992-93, and this we must do if we
want to bring prices under control, the rate of
inflation will come down substantially in the
coming fiscal year.

Our ability to fight inflation has been
considerably enhanced by the improvement
in our foreign exchange reserves. This has
enabled us to relax the restrictions imposed
last year on imports, thus ensuring near
normal availability of essentialimports inthe
months ahead. This will help production and
ease inflationary pressure. The comfortable
reserves position has also given the Govemn-
ment greater flexibility to finance additional
imports of essential items to deal with short-
ages and break inflationary expectations.

The Government will remain fully alert
and vigilant on the prices front and will use
the Public Distribution System to counter
inflation andin particularto protect the poorer
sections of the population from high prices
and shortages. The Prime Minster an-
nouncedon 1stJanuary this yearthe launch-
ing of the revamped Public Distribution
System ig about 1700 of the most backward
blocks of the country. We are determined to
ensure that foodgrains and essential com-
modities reach the poor and the under-privi-
leged in adequate quantities and at afford-
able prices.

Next to inflation, our major problem in
the short term is the management of the
balance of payments. We have averted
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collapse and gained some flexibility, but a
sustained improvement in our external pay-
ments position requires much more. Our
export eamings have suffered badly this
year, mainly because of the disruption of
trade with the former Soviet Union, and also
because of recessionary conditions in world
markets. As aresult, we have notbeen able
to finance our normal import requirements.

There are some who argue that all we
need to do to solve our balance of payments
problem is to compress our imports. 1 would
fike to point out that import compression has
already been carried to the extreme and any
further compression can only be at the cost
of both growth and employment. Imports of
non-essential consumer goods in today's
shouid certainly continue to be discouraged.
However, we must recognise that the only
lasting solution to our balance of payments
problem lines world not in compressing
imports but in a rapid expansion of exports.
A growing economy needs a growing vol-
ume of imports of fuel, and other industrial
inputs and also of capital goods embodying
most modern technology. Thisis nottodeny
the importance of self-eliance, but self-reli-
ance in today's world of integrated global
markets cannot be achieved merely by re-
ducing import dependence and insulating
the economy from the world. Following that
path will only lead to more import controls
and promote inefficiency and corruption. It
will perpetuate an environment in which
indian entrepreneurs will not have the flexi-
bility they need to compete with other devel-
oping countries in world markets. The result-
ing inability to export will actually make us
more, rather than less, dependent on the
outside world. Our vision of a self~reliant
economy hasto beof an economy whichcan
meet all its import requirements through
exports, without undue depaendence on arti-
ficial external props such as foreign ald. |
suggest to this august House that this is
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precisely the vision of self~reliance as be-
queathed to us by Jawaharlal Nehru as
elaborated in the Third Five Year Plan, and
translated to the realitios of today’s world.

While introducing the new trade policy
last year, Government had indicated that it
would be our objective to move towards
convertibility of the rupee on the current
account. The achievements of convertibility

" is a sign of economic strength and a move-

ment towards true self reliance. We are now
ready to take the next important step in this
direction by introducing a new system of
partial convertibility. The new system is
designed to provide a powerful boost to our
exports as well as to efficient import substi-
tution. &t will further reduce the scope for
bureaucratic controls which contribute to
both inefficiency and corruption. It will also
greatly reduce the incentive for illegal trans-
actions in foreign exchange. Under the new
system all foreign exchange remittances,
whether earned through exports of goods or
services, or other remittances, will be con-
verted into rupees in the following manner:
4% of the foreign exchange remitted will be
converted at the official exchange rate while
the remaining 60% will be converted at a
market determined rate. The foreign ex-
change surrendered at official exchange rates
wili be available to meet the foreign ex-
change requirements of essential imports
such as petroleum and oil products fertilis-
ers, defence and life saving drugs. Allcther
imports of raw materials, Lomponents and
also capital goods will be madefreely import-
able on open General Licence but the for-
eign exchange for these imports will have to
be obtained from the market. There will be
a specified “negative list" of raw materials,
components and capital goods which will
continue to be importable only against li-
cences. There will be .. change in the
import policy for consumer goods which will
remain restricted as at present. Foreign
exchange required for other payments on
private accountincluding travel, debt service
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payments, dividend#. royalties and other -

remittances will also have to be obtained at
the market rate.

The new system will replace the system
of Eximscrips. There will be no needtoissue

Eximscrips for each export transaction as .

the new system will operate through the
banks. Instead of a premium on Eximscrips,
exporters will have the benefit of the pre-
mium on 60% of their eamings inthe foreign
exchange market. What is more, the incen-
tive for eaming foreign exchange market.
What is more, the incentive for eaming for-
eign exchange will now be available to
remittances from our workers abroad. There
is no reason why our workers, who earn
foreign exchange by the sweat of their hard
labour abroad, should be denied inventives
presently given to only exporters of goods
and professional services. |salute-our work-
ers from Kerala and other states working
abroad. What | have announced today is a
small token of our apprsciation . of their
magnificent contribution to India’s foreign
exchange eamings.

With these changes we will have
achiaved a major simplification of trade pol-
icy, efiminating licensing and the associated
bureaucratic delays and inefficiencies overa
wide range of items. We will also have
imroduced a self-balancing system to man-
age a large part of the balance of payments.
The total volume of imports will be automati-
cally regulated by the available volume of
foreign exchange. Scarcity of foreign ex-
change will be reflected in a premium which
will accrue to exporters and to those making
remittances thus providing a built in incen-
tive to increase this flow. The details of the
new exchange system are being notified by
today the Reserve Bank of India. The

changes in trade policy are being notified

separately by the Commerce Ministry.

One of the reasons why foreign ex-
change is diverted to illegal channels is the
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illegalimport of gold. Itis time we tock a bold
step to recognise the realities of the situation
and legalise the import of gold. Government
proposesto allowreturning Indians and NRis
to import 5.kg of gold per passenger with a
modestimport duty provided the gold as well
as the import duty is financed from foreign
.exchange eamed abroad.

Many Honourable Members of this
House have suggested thatthe Government
shouldintroduced a Gold Bond, whichwould
help to mobilise the idle gold resources of
ordinary citizens to supplement official re-
serves. | had indicated in Parliament that
this should be considered only when the
balance of payments situation improves, and
adequate conflidence has been built in the
capacity of the Government to manage the
economy. This has now been achieved. Our
reserves are large and do not need supple-
menting, but | see no reason why patriotic
citizens should be denied the opportunity to
contribute their mite to the development of
India’s economy. 1 propose to introduce a
scheme under which citizens can obtain a
Gold Bond inreturn forgold. The bond would
be for a period cf five to seven years and
would be liguidated by retum of goid, or
equivalent value, at the option of the holder.
It would enjoy a small interest, which will not
attrac: income—-tax. The bonds will also be
free of wealth tax and gift tax. As an added
incentive, holders of such bonas will not be
asked any questicns about the source of the
gold holding. The Reserve Bank of india is
preparing a detailed proposal along these
lines.

One of the indiatives of the new Indus-
trial Policy is a new approach towards for-
eign investment, which can play a vital role in
upgrading our technology levels, integrating
our industry into the global economy and
brining in non—debt resources. The Govemn-
ment proposes to actively encourage foreign
investment in critical infrastructure sectors
where capacities are inadequate and needs



19 General Budget,
[Sh. Manmohan Singh]

for investment are large. A policy 1o encour-
investment, in the Power sactor has already
- been announced. Another area which is
critical for our future development, and for
management of the balance of payments, is
the hydro-carbon sector. Government has
akready announced that joint ventures willbe
permitted in both exploration and develop-
ment, including development of existing
fields. The Govemnment will welcome pro-
posals for private investment, including for-
eign investment, in production, refining and
marketing of ol and gas, with a view to
maximising the growth potential of this cru-
cial areas.

Concern is sometimes expressed that

the policy of welcoming foreign investment
our sovereignty. These fears are misplaced.
We must not remain permanent captives of
afearof the East India Company, is  nothing
has changed inthe past 300years! Indiaas
a nation is capable of dealing with foreign
investors on its own terms. Indian industry
has also come of age, and is now ready to
enter a phase where it can both compete
with foreign investment, and also cooperate
withit. Thisis thetrend alloverthe world and
we cannot afford to be left out. The House
can rest assured that we have enough policy
instruments at our disposal to ensure that
enterprises with foreign equity function in
accordance with our national priorities.

The new approach %0 industrial policy
calls for a review of regulations such as the
Foreign Exchange Regulation Act, which
introduced a great deal of detafled adminis-
trative control over companies where the
foreign equity exceeded 40% and also on

non-resident Indians. The Reserve Bankof -

by granting general exemption from several
of these controls applicable 1o Indian com-
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panies with foreign equity and to non—resident
indians returning 1o india. There are other
restrictions which prevent Indian companies
and Indian residents from entering into vari-
ous types of commercial relations with
companies abroad without prior approval.
These provisions in my view are out of fine
with the needs of today’s economy, where
Indian businesses will have 10 deal exten-
sively and with speed with their counterparts
abroad, requiring expeditious decision
making. The Government proposes fo intro-
duce comprehensive amendmentis 1o the
Foreign Exchange Regutation Act to bring
in line with the requirements of the new
policy.

In my Budget speech last year | had
referred to the importance of financials sec-
tor reform and had announced the establish-
ment of a Commiitee on the Financial Sys-
tem. The Narasimham Committee has
submitted its repont which has been tabled in
Parliament. While commending the prog-
ress made by the banking system in several
directions, the Committee has drawn atten-
tion to serious problems posed by the dete-
rioration in the financial health of the system
because of low profitability, poor portiolio
quality and inadequate provisioning for bad
debts. The Committee has made compre-
hensive recommendations for reform cover-
ing all aspects of banking, including the
introduction of better capital adequacy nomms,
better provisioning for bad debts, rationali-
sation of the provisions for directed lending
and the associated interest rate structure.
The thrust of the Committee’s recommenda-
tions is to move to a more efficient and
competitive banking systemincluding alarger
role for the private sector. Many of the
recommendations can be implemented very
quickly. Others need further consideration.
The Government proposes to implement the
recommendations of the Commiltee in a
phased manner.

As afirst step in implementing the rec-
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. ommendations of the Narasimhan Commit-
tee, the Government has decided o begin a
phased reduction in the Statutory Liquidity
Ratio (SLR) which at present locks up large
quantities of bank funds in relatively low
yielding Govemnment securities. Accord-
ingly, the SLR on incremental domestic lia-
bilities of the commercial banks is being
reduced from 38.5% to 30% with effect from
1992-93. This reduction is in line with the
proposed reduction inthe fiscal defick, which

will reduce the Central Government's need

to borrow from commercial banks. It will
release funds for banks to expand credit to
agriculture and industry. The markei oor-
rowing of the States will not be affected.
Steps are also being taken to develop an
active market for Government securities
which will make Government less depend-
ent on statutory borrowing from the banks in
future.

In view of the dedline that has already

taken place in the rate of inflation, it is pos- .

sible to provide some relief in the interest
rates charged by the Banks on commercial
advances. Honourable Members will be
pleased to know that the Reserve Bank of
India is separately notilying a reduction in
the floor level of interest rates on commercial
advances by one percentage point.

Financial sector reform also includes
reform of the capital markets, which will
increasingly play a vital role in mobilising and
allocating resources from the public. Sev-
eral initiatives announced in my Budget
speech last year have. since been impie-
mented. The Securities and Exchange Board
of India(SEBI). has now been established on
a statutory basis. As we gain experiencs,
additional powers will be given to SEBI to

strengthen its capability. The Government

has also issued guidelines which will govern
the operation of new private sector mutual
funds. Govemment has also decidedtogive
permission 1o companies with a good track
record fo issue convertble debentures or
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equily to investors abroad and to extend to
these issues the same tax benelits as are
available for Offshore Mutual Funds. This
will enable Indian companies totap the large
pool of equily funds available in world capital
markets. We will also consider ways of
allowing reputable foreign investors, suchas
pension funds, to invest in our capital mar-
kets, with suitable mechanisms to ensure
that this does not threaten loss of manage-
ment control.

The role of the Controller of Capital
Issues in the Finance Ministry needs to be
reviewed, especiafly in the context of the
emerging industrial and financial scenario.
The practice of Govemment control over
capital issues, as well as over pricing of
issues, has lost its relevance in the changed
would of today. htistherefore proposedto do
away with Government control over capital
issues including premium fixation. Compa-
nies will be allowed to approach the market
directly provided the issues are in conformity
with published guidelines relating to disclo-
sure and other matters related to investor
protection. Govemment proposes o bring

‘necessary legislation to implement this

decision.

In presenting the Budget for 1991-92 |
had announced the Government’s intention
to establish a National Renewal Fund with
the objective of ensuring that the cost of
does not fall to heavily on the workers. This
Funds was intended to provide a social safety
net which would protect the workers from the
adverse consequences of technological
change. The Govermnment has now estab-
ished the Fund. The Fund will provide
assistance to cover the cost of retraining and
redeployment of labour arising as a resuk of
modernisation and restructuring, and also
provide compensation to labour affacted by
restructuring of an industrial unit. Govern-
ment aiso proposes to approach muktitateral
financial institutions to meet part of the re-
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quirement for the National Renewal Fund. it
is estimated that about Rs. 1000 crores

would be available from the Intemational -

Development Association to be used for
social safety net schemes under the Fund
including special schemes for unorganised
sector workers. In this context we would
work out a scheme 1o upgrade the technol-
ogy of handicrafts which employ a very large
number of people in the decentralised sec-
tor. Honourable Members may rest assured
that the Government is firmly resolved to
protect the interests of labour while dealing
with the problems of industrial sickness and
structural reforms.

Agriculture is the foundation of our na-
tional prosperity and no strategy of eco-
nomic development can succeed in our
country if it does not ensure rapid growth of
production and employment in agriculture.
Nor can we hope to provide sufficient jobs
for our growing rural labour force unless we
can transform the economy of our rural ar-
eas. This calls for a multi-pronged strategy
involving effective implementation of land
reforms, large investments in irrigation and
drainage, improvement in water manage-
ment systems, control of land degradation,
strengthening of the credit system and im-
provements in agricultural extension and
research. Much of this effort has to be made
by the State Governments since Agriculture
is a State subject, and it is our hope that
State Governments will give these issues
the highest priority. The Centre onits partis

firmly committed to continued funding and
" revamping of the various poverty alleviation
schemes, which are a major element in our

development strategy.

Special attention needs to be paid to
supporting innovative ideas for generating
income and employment in rural areas
through support to various types of
agri-business. As an experimental meas-
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urs, Government proposes to set up a Small
Farmers’ Agri-Business Consortium as an
autonomous corporate entity funded by the
Reserve Bank of India, NABARD and IDBI.
The Consortium will include representation
from various Development Boards dealing
with individual crops and Public Sector Cor-
porations dealing with agriculture and
agro-industries, private sector companies,
banks, scientific organisations and farmers’
associations. The Consortium will function
on the principles of economic efficiency,
environmental soundness and social equity
and will organise 12 major projects in
1992-93 in ditferent parts of the country, ~
based on a mix of enterprises with active
participation by State Governments and farm
families. The programme will be expanded
as we gain experience. We must begin a
new chapter in our agricultural history where
farm enterprises yield not only more food,
bui more productive jobs and highe: income
in rural areas.

| now turn to the Revised Estimates for
1991-92. Our major macro—economic ob-
jective in 199192 was to reduce the fiscal
deficit in order to restore macro—~economic
balance in the economy. | am happy to
inform the House that we have succeeded in
this objective.

The Budget Estimates for 1991-92
providedforatotal expenditure of Rs. 113,422
crores. Unlike in the past, when Revised
Estimates of expenditure improriably showed
substantialincreases over BudgetEstimates,
this year they are marginally lower by Rs.
320 crores. On the revenue side there has

. been a large shortfall of Rs.3760 crores in

customs revenue owing to the severe import
compression during most of the year, but this
has been partially offset by higher realisa-
tion from excise duties and income tax so
that the shortfall in gross tax revenues is Rs.
1869 crores. The, non-{ax revenues and
capital receipts are significantly higher. Asa
result total receipts are estimated at Rs, 106,



25 General Budget,

070 crores which is higher than the Budget
Estimates of Rs. 105,703 crores.

The Budget deficit in the Revised Esti-
mates for 199192 is Rs. 7032 crores which
is lower than the Budget Estimate of Rs.
7719 creres, and much lower than in
1990-91, when the budget deficit reached
staggering figure of Rs. 11,347 crores. The
fiscal deficit, which takes into account all
borrowing, is Rs. 37,792 crores in the Re-
vised Estimates. This is almost identical to

the figure of Rs, 37,727 crores in the Budget

Estimates, and is much lowerthanRs. 44,650
crores in 1990-91. With this, we have suc-
cessfully reduced fiscal deficit from about
8.4% of GDP in 1990-91 to around 6.5% in
1991-92.

The reduction in the deficit was made
possible by enforcement of strict discipline
on the expenditure side. Certain additional
expenditure provisions became necessary
after the Budget was presented. The most
notable of these was the additional require-
ment for fertiliser subsidy, consequent on
the decision to restrict the price increase
from 40% proposed initially to only 30%, and
also the fact that the rupee cost of imported
fertilisers was higher than assumed in the
Budget Estimates. As aresult, the provision
for fertiliser subsidy has been increased
from Rs. 4000 crores in the Budget Esti-
mates to Rs. 4800 crores in the Revised
Estimates. Even this amount does not fully
cover the subsidy claims for 1991-92 and
some amount will spitl over into the next year
as is normal commerical practice. A sepa-
rate provision of Rs. 405 crores has been
included in the Revised Estimates for the
schemefor supplyingfertilisersto smallfarm-
ors at the pre—revised prices.

| have also had to increase the Budget
provision for food subsidy by Rs. 250 crores
on account of the delay in increasing issue
prices. An extra amount of Rs. 550 crores
has also been provided for the export sub-
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sidy. This subsidy was abolished on 3rd July
1991, butthe claims in the pipeline appearto
be much more than was originally antici-
pated. These demands for additional ex-
penditure have however been offset by
savings located within the sanctioned Budg-
ets of various Ministers.

Thedifficult rasource positionin 1891-92
had its impact on Plan expenditure. Overall
resource constraints forced the Government
to restrict Budget support for the Central
Plan and the Revised Estimates for this item
are 7% less than Budget Estimates. Despite
the marginal reduction, efforts were madeto
ensure that projects of high priority are not
affected, and the reduction has been
achieved mainly by regulating the release of
funds to match the actual progress of
schemes on the ground. However, Central
Assistance for State and UT Plans was
stepped up by Rs. 651 crores, mainly on
account of larger rupee requirements of
externally aided projects.

The House will be happy to note that
even though the Central Government’s own
expenditureinthe Revised Estimatesisbelow
the Budget Estimates, the total transfer to
the States by way of share of taxes, and
Central Plan assistance is higher than the
Budget Estimates by Rs. 1683 crores. This
more than offsets the shortfall in small sav-
ings loans of Rs. 1365 crores. We have not
allowed our fiscal difficulties to come in the
way of meeting our obligations to the States
in any way.

| now turn to the Budget Estimates for
1992-93 . The Eighth Five Year Plan com-
mences from 1st April 1992 and aims at the
objective of achieving near full employment
in a period of ten years. The investment
requirements of every sector are large, and
it is important that Plan allocations should
enable implementing agencies to make a
good start, espacially in the infrastructure
sectors, However we have had to work
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within the imits imposed by the continuing
need 10 restore macro—-economic balance,
which is essential ¥ we are 1o contain infla-
tion and manage the balance of payments.
This calls for a further reduction in the fiscal
deficitin 1992-93. Larger Plan expenditure
can be accommodated within a smaller fis-
cal deficit i, apart from increasing tax and
non-{ax revenues, Govermnment’s non-Plan
expenditure can be contained. | must admit
that this has indeed been a daunting task.

Interest charges are the largest single
item of non-Plan expenditure and account
for Ra.32,000 crores in the Budget Esti-
mates for 1992-93. This represents an
increase of Rs. 4750 crores over the Re-

vised Estimates for 1991-92, which is larger

than the increase in total non—Plan expendi-
ture of Rs. 4405 crores. This means that in
1991-93 all other items of non—Plan expen-
diture taken together will be actually lower
than in the current year. Honourable Mem-
a committed expenditure reflecting the
cumulative effect of past deficits. This item
can be controlied only by reducing the reli-
ance on borrowed funds, and | intend to do
this by reducing the fiscal deficit for 1992-93.
However, the benefit of this action will be felt
only by Finance Ministers presenting the
Budget in future. | venture to think that my
successors as Finance Minister will be able
10 sleep far more peacefully than has been
my lot thus far. :

ForﬁnDduniSoMeaslampmvid-

ing Rs. 17,500 crores, an increase of 7%

over the provision of Rs. 16,350 crores inthe
current year. Combined with some econo-
mies and tight expenditure control, | am
confident that this allocation will enable our
armed forces 1o fulfil their responsibilities in
ensuring the security and defence of the
nation.
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in the elaction Manifesto of our Party,
we had committed oursalves to find an inno-
vative solution to the long standing demand
of Defence pensioners for “One Rank One
Pension”. An Empowered Commiittee, un-
der the chairmanship of Raksha Mantri and
comprising ex~servicemen and some distin-
guished Members of Pariament represent-
ing the major political parties has looked into
the issue and its recommendations have
been accepted by the Government. Accord-
ingly, Government has sanctioned adhoc
increase in the pension rates applicable to
Delfence personnel. This decision effective
from 1.1.92 will benefit over six lakh Armed
Forces pensioners of altranks, of whom over
two lakhs are jawans, some of whom retired
after 1.1.86. Government has also ordered
grant of ex-gratia Family Pension to the
families of deceased Reservists not in re-
ceipt of Family Pension. These benefits will
entail an expenditure of over Rs. 120 crores:
per annum at current rates of dearness re-
lief.

Subsidies are another important com-
ponent in non—Plan expenditure. Lastyear,
Food, Fettiliser and Export subsidies were
the three major subsidies and their rapid
growth has been one of the main factors
behind the unchecked growth of non-Plan
expenditure. We made animportant change
this year by abolishing export subsidies.
However, some subsidy payments stilf re-
main in the pipeline, and | am providing Rs.
480 crores on this account.

Food subsidy is a part of our system of
food security for the poorer and weaker
sections of our population and is a basic
element in our social policy. | am providing
an allocation of Rs. 2500 crores on this
account which should be sufficient for the
normal requirements of the system. The
revamped Public Distribution System being
implemented in 1700 backward blocks will
require an additional allocation of Rs. 250
crores on account of the additional subsidy
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and also the cost of constructing a larger
number of godowns with a capacity of 3 lakh
tonnes. The allocation for these itams willbe
augmented in the course of the year to meet
the requirements fully.

This brings me tofertiliser subsidy which
has grown into the largest single subsidy in
our system. There is no doubt that fertiliser
is an essential ingredient for agricultural
production, and agricultural development is
vital not only for economic growth in general,
butalsoto ensure rising levels of income and
employment in rural areas. In 1980-81, the
fertiliser subsidy was 12% of the total alloca-
tion in the Central and State Plans taken
together for Agriculture, Rural Development,

Special Area Programmes and Irrigationand -

Flood Control. It increased to 33% in
1991-92. A Parliamentary Committee is
currently looking into the whole issue of
fertiliser pricing and subsidy including alter-
natives for restructuring the subsidy. | pro-
pose to wait for the report of this Committee
and take a view, on this matter later in the
year. Taking all factors into account, | am
making a provision of Rs. 5000 crores for
fertiliser subsidy in 1992-93.

18.00 hrs.

Other items of non—Plan expenditure
have been tightly constrained in the alloca-
tions provided to keep thefiscal deficit within
manageable levels. ! have requested my
colleagues in all Ministries to review the
expenditure control system in their Minis-
tries 10 ensure that every possible step is
taken to enforce economy so that the provi-
sions being made‘in the Budget Estimates
are not exceeded. As in the last two years,
inthe Budget Estimates for 1992-93 also no
separate provision is being made for the

additional deamess allowance instalments

that may become payable in that year. All
Ministries will be expected to absorb the
additional expenditure on this account within

the approved Budget provisions.
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With these provisions, the total alloca-
tion for non—Plan expenditure stands at Rs.
84.475 crores, higher by Rs. 4,405 crores
compared to the Revised Estimates for
1981-92. But then, as | mentioned earlier,
the increase in interest expenditure alone is
Rs. 4,750 .crores. Honourable Members
would appreciatethatthe large requirements
for interest and subsides make 1t difficult to
reduce non—Plan expenditure further and
this limits the extent to which the budget can
support Plan expenditure. Nevertheless, i
have tried to provide adequately for all the
critical areas of Plan expenditure.

Centralassistanceforthe Plans of States
and Union Territories is being stepped up
from Rs. 14,710 crores in Budget Estimates
1991-92 to Rs. 16,111 crores in 1992-93.
This increase of Rs. 1401 crores, coupled
with an increase of Rs. 2237 crores in the
states share of taxes, even at the existing
levels of taxation, should enable the States
1o substantially increase the allocations for
the various Plan programmes.

The total Central Sector Plan outlay for
1992-93 hasbeenfixed at Rs. 48,407 crores.
This is based on budgetary support for the
Planof Rs. 18,501 crores, and a contribution
of Rs. 29,906 crores from intemal and
extra-budgetary resources of the various
undertakings/enterprises. The internal and
extra-budgetary resources fortunately show
a sharp increase of 25% over the current
year's level and this is critical to achieve the
substantial increase in the Plan outlays of
the various infrastructure sectors. Thus the
outlay for the Railways stands increased
from Rs. 5325 crores in the current year's
Budget Estimates to Rs. 5700 crores in the
next year's Plan; Shipping from Rs. 617
crores to Rs. 1222 crores; Civil Aviation from
Rs. 433 croresto Rs. 1036 crores; Telecom-
munications from Rs. 3203 crores to Rs.
4500 crores and Fertiliser industry from Rs.
411 crorestc Rs. 1234 crores. The outiay for
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Power has been fixed at Rs. 6411 croras,
end for Petroleum at Rs. 6054 crores.

The allocation for Rural Development

Programmesinthe Budgetis Rs. 2610crores,

which is somewhat iower than the Budget
Estimates of 1991-92 though it is higher
than the Revised Estimates. This however
presents only pant of the total efiort we are
making in support of the weaker seciions in
our rural areas. The Government is deeply
conscious of its special respcnsibility to
protect tha noorer sections of our society,
especially in rurai araas from the burdens
that would othenviss beforced uponthemas
the economy goes through the process i
macro—economic stabilisation and eccnomic
restructuring. it is therefore propcsed to
earmerk &n additional allocation of Rs. 500
crores from the corpus of the National Re-
nswal Fund for employment generation
schemes to supplement the normal employ-
mant generationthroughthe Jawahar Rozgar
YYcjana, particularly inthose arezas wherethz
pressure for s:.ch employment is seen to ba
more then in earliar years. The additione!
aliocation of foodgrains, through the Public
Oistribution System in the 1700 most back-

ward blocks at a subsidised rate is another ~

important step fcr protecting these vulner-
able sections of society from ihe pressure on
prices. Taking the proposed additional alic-
caiions on these accounts together with ths
Plan provision inthe Budget, the total allocz-
tion to rura! development would show a
substantia! increase cver the current yeas.

Tha Plen outlay for the vita! “amily
Woelfare programma has been stepped up
from Rs. 749 crores in the current yearto Rs.
1000 crores next year reflecting the Govern-
ment’s firm commitment to tackle the popu-
lation problem. The outlay for the pro-
grammas of the Ministry of Welfare has also
been increased trom Rs. 479 crores to Rs.
830 crores reflecting fully Government's
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commitment to protectios: of the weakar
sections cf society.

Despite severe resource constrainis,
most of the other sectors which are largely
dependent on budgetary support for their
Plan outlays have been provided at least the
same order of budget support as in the
current year. | would have liked to provide
more but we also have {o live within the
constraint of available resources. 1 would

" particularly like to point outthat we mustgiva -

up past the practice of judging the quality of
cur Plan effort by the increase in the outiays
provided for in the Budget. Our resources
are scarce and there is 2 vast unexploited
potential for improving the productivity of
available resource use. There has to be
much tighter scrutitiy of various claims on
resources and much greater emphasis cn
how 10 ge! more out of available existing
rasources. We canno! simply spenc surway
into prosperity,

Gross tax receipts at existing rates of
taxationaie estimated nextyearat3s. 75,541
crores compared to Rs. 67,300 crores in the
curren: yea's Revised Estimates. The
States’ shareof taxes isplaced at Rs. 118,492
ciores showing an increase of Rs. 1293
crores cver the current yea:’s Revisad Esti-
inates iNon-tax revenues next year show
an increase of Rs. 2689 crores over the
current vear's Revised Estimates. This in-
cludes Rs. 416 crores of deferred dividends
from the Railways. Next year's estimates
assume an increase of Rs. 423 crores from
dividends and profits of public sector enter-
orises. Unlike in the past, it is proposed to
ansure that these enterprises transfer as
dJividend or surplus profit, a reasonable part
of their posttax profits instead of determining
the dividend payable merely on the basis of
capital investment. The Reserve Bank of
India will also transferring a larger share of
its profits.

Under Capital Receipts, | have taken
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creditfor market borrowing i Rs. 5000 crores.
This is significantly lower than the amount of
Rs. 7500 crores in the Budget Estimates for
the current year and reflects our objective of
reducing the fiscal deficit and consequently
the recourse to borrowed funds. Extemnal
assistance including grants, but net of ra-
payments, is estimated at Rs. 5374 crores.

The disinvestment inpublic sector equity
undertaken in the current year has been
successfully completed. There is scope for
continuing this process in 1992-93 with a
view to raising non—inflationary resources
for development. | am accordingly taking
cradit for a receipt of Rs. 2500 crores from
further disinvestment of equity holding in
public sactor enterprises. in addition to this
amount, Govemnment will consider a further
sale of equity of Rs. 1000 crores to provide
resources to the Nationa! Renewal Fund in
1992-93, which can be used for various
schemes of assistance to workers in ths
unorganised sector, including women work-
ers, who may be adversely affected by the
process of economic restructuring. These
resources will also be used to fund the spe-
cial employmant creating schemes in back-
ward areas which | have mentioned eatlier.

Thus, at existing ratas of taxation, total

receipts are placed at Rs. 114, 215 crores
and total expenditure at Rs. 119,087 crores.
This leaves a gap of Rs. 4872 crores.

| now tum to what to do sbout this
gap.

While presenting the budget last year, |

drew attention to the need for a comprehen- *

sive reform of both the direct and indirect tax
system and had explained that lack of time
had made it difficult to do as much as | wouk!
have liked in this regard. Subsequently, the
Govermnment set up a Tax Reforms Commit-
tee under the Chairmanship of Dr. Raja J.
Chelliah. The Committee has since submit-
ted its Interim Report. The Report distills the
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wisdom of some of our most distinguished
exper's on the complex subject of reform of
both direct and indirect taxes and | have
drawn heavily upon it in framing my Budget
proposals. The summary of recommenda-
tions contained in the Report has already
been placed today on the Table of Patrlia-
ment to enable fuller appreciation of the
analysis of the Committee and the rationale
for its recommendations. As | mentioned
earlier, the full report is diso being made
available in the library of Parfiament.

There is a consensus among fiscal
experts, based on experience gained all
over the world, that a moderately progres-
sive tax structure combined with strong en-
forcement is the best way of encouraging
honesty and voluntary tax compliance. The
Chelliah Committee has endorsed this view
and has recommended that our direct tax
system would be more effective i thw income
tax regime had lower rates of taxation, with
a narrower spread between the entry rate
and the maximum marginal rate, and a
minimum of tax incentives. | agree with this
assessment and | propose to restructure the
personal income tax inthe following manner.
i propose to enhance the exemption limit for
income tax levy from Rs. 22,000 at present
o Rs. 28,000. This will provide substantial
relief to the taxpayers in the lower income
group and | am sure it will be weilcomed by
the Honourable Members, many of whom
had urged such an adjustment even last
year. | hope this will convince tham that | am
an attentive and sensitive listener to what
goes on in this august House. | further
propose that there will only be three tax rate
slabs, with the entry rate of 20* per cent,

" applicable upto Rs. 50,000 a middie slab of

30 per cent. upto 1,00,000 and a maximum
rate of 40 per cent. above Rs,. 1 lakh. A

_comesponding revision is also being madein

the case of specified Hindu undivided fami-
lies. Because of the severe resource con-
straints, | am compelled to retain the sur-
charge at 12 percent. for one more year, but
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this will be payable oniy by those whose
lneomoueoodsmpmqneldm.

With the reduction in tax rates, a num-
ber of tax exemption, which conferred large
benefits on higher income tax payaers are no

longer justified. Itherefore, proposetoabolish -

the deductions under sections 80L, BOCCA
and 80CCB of the income-tax Act. The
computation of income from house

is also being rationalised in respectof certain
deductions presently being allowed. The
provision under section 88, which provides
for tax rebate in respect of specified savings
such as Life insurance, Provident funds etc.
will however continue, as these are normally
availed of by fixed salary eamers. Infact, !
propose to widen its scope by including
within #ts purview contributions to Pension
Funds set up by the National Housing Bank
and by Mutual Funds. | am also providing
that those who wish to continue contributing
to the savings schemes which until now
qualified for deduction under section 80 CCA
and 80 CCB, can get tax rebate under Sec-
tion 88 of the Income—tax Act. -

R is said that the child is the father of
man, but some of our taxpayers have con-
verted children into tax shelters for their
fathers. Thetax law provides for clubbing of
income from gifts given by parents but this
does not apply to other income, including
income from other gifted assets ad the prac-
tice of cross gitting is widely used to evade

clubbing. The Chelliah Commiltee has rec--

ommended that in order to plug this loop-
hole, which accounts for a substantial leak-
age of revenus, the income of a minor child
should be clubbed with that of the parent.
There is merit in this suggestion and | pro-
poss to accent it. Recognising however the
existence of a number of child prodigies,
espacially child artistes in our country, |
propose to exciude their professional in-
come, as also any wage income of minors,
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from the puwiewdsueil clubbing. The
practice of clubbing the income of minor

children with that of the parent for tax pur-
posesisinvogqeinanumborcfcoumﬁa.

The revenue loss on account of the
restructuring of income-iax rates attradtion-

, ally estimated will be Rs. 1500 crores.

However, this will be offset by the proposed
abridgement in the concessions and tax
exemptions and the change in the tax treat-
mentof minor's income. H, as | expect, lower

" tax rates will lead to better tax compliance,

there will be a net revenue gain even though
it is not possible to quantify it. Iif tax—payers
cooperate with me and revenue eamings go
up significantly, | propose to reward the tax-
oayers with a further cut in income tax rates.
The ball is now in their court.

In a country with a populatior of over
800 million, hardly 7 million persons pay
income and corporate tax. it is therefore
necessary to attract new taxpayers into the
tax net. With this end in view, | propose to
introduce a presumptive tax system in re-
spect of shop keepers and other retail trad-
ers with an annual turnover below Rs. 5
lakhs. In order to enable them to avoid the
difficulty of maintaining detailed account
books, filing a complicated tax retum and
going through the normal assessment pro-
cedure, asimplified scheme hasbeenworked
out under which the taxpayer will give only
brief particulars of his tumover and pay just
Rs. 1400 as tax for that yeas. This should
enable may potential taxpayers in this cate-
gory to overcome their psychological hesita-
tion of getting into the tax system. The
scheme is being introduced on a purely
optional basis and is intended only for thase
who may have taxable income and wish to
avall of this simplified procedure. With the
increase inthe exemption limitto Rs. 28,000,
those with atumover of lessthan Rs. 2.5
lakhs to Rs. 3lakhs may wellfind thatthey do
not have to pay this presumptive iax.
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. The present tax treatment of long term
capitalgains has been criticised onthe ground
that the deduction allowed in computing
taxable gain is not related to the period of
time for which the asset has been held. It
does not take into account the inflation that
may have occured over time. The Chelliah
Committee has, suggested a system of in-
dexation to take care of the problem and |
propose to accept its recommendation.
Taxable capital gains will be computed by
allowing the cost of the asset to be adjusted
for general inflation before deducting from
the sale proceeds. The adjustment factor for
each year ‘will be notified by the Central
Government. The long term capital gains
thus computed will be taxed at 20 per cent.
in the case of individuals and HUFs, 40 per
cent, in the case of companies, firms, asso-
ciations of persons and bodies of individu-
als, and 30 per cent. in the case of others.
The new system will favour those whose
whose capital gains accrue over a longer
period, while those making capital gains
over a shorter period will pay a higher tax.
This is as it should be. The cut off date for
valuetion is also being shifted from 1st April,
197410 1st April, 1981. With thesechanges,
| propose to withdraw the standard deduc-
tion in computing taxable capital gains and
2lso the examptions under section 54E for
capital gains invested in specified assets
and section 53 in respect of capital gains
arising from sale of residential hquse.

While 1 am simplifying the income—-tax
siructure, | should extend some conces-
sions directly to certain categories of taxpay-
ers who deserve sympathetic consideration
from the Govemment.

Many individuals have to maintain handi-
capped dependants which often imposes a
heavy burden uponthem and thisis aburden

“which society would seek to lighten as much
as we can. | therefore propose to increase
thededuction available to such persons from
Rs. 6,000 at present to Rs. 12,000 paryear.
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Further, the scope of this tax concession is
being made avallable to all taxpayers irre-
spective of their income.

Women who take up employmant de-
serve special consideration and encourage-
ment. |, therefore, propose 1o increase the
standard deduction from Rs. 12,000 to Rs.
15,000 in the case of working women having
total income upto seventy five thousand
rupees. |hopethis will convince Honourable
lady members of this House about my com-
mitmentto the cause of social and econorfic
uvpliftof Indian women. Thy only quid proquo
{ expect from them is to defend the budget
regardless of their party affiliations. My wife
may be somewhat suspicious of the soft
comer | have for working women. But |
expect my daughters to fully support this
noble act of their father.

Taking note of the financial dificulties
often encountered by persons in old age and
as a token of my regard for such senior
citizens, | propose to give a tax rebate of 10
per cent. on the net tax payable by persons
who have completed 65 years of age and
whosaegrosstotalincome is belowRs. 50,000,

Having regard to the fluctuating nature
of income eamed by authors, playwrights,
artists, musicians, actors andsportsmen and
in recognition of their contribution 10 the
enrichment of the cultural life of the nation,
the tax rebate forthem in respect of specified
savings under section 88 of the Income—tax
Act will be increased from 20 per cont at
present to 25 per cent.

The victims of the Bhopal Gas Disaster
are 1o get compens:tion on the basis of tho
Supreme Court judgement. Having regard

. 1o the human dimensions of the tragedy, |

propose to exempt, in all cases, the compen-
sation received by such recipients from in-
come tax liability.

‘thave received several representations
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for widening the scope of exempting medical
expenses for both salaried and
self-employed persons. | propose to sub-
mmmﬂnpmbbm relating to
hospitalisation and medical insurance. Tdx
benelifs 10 salaried persons will no longer be
imited to treatment in a few govemnment
recognised hospitals only. Similarly, for
se¥-employed persons, the deduction avail-
able for medicalinsurance is being enhanced
from Rs. 3,000 10 Rs. 6,000. i must however
own up 10 a personal interest in this conces-
sion, since | may also have 10 join the ranks
of sell-employed persons if the opposition
has iis way. Shri Somnath Chatterjee: Are
you sure that they will not drive you our?

Exomption from income-tax is now
available 10 the employees of the public
setior on paymems made under the Volun-
tasy Retirement Schemes. | propdse 10
axtend the benefit of the exemption, subject
1o certain guidelines, 10 tha employees in the
private seclor as well.

There has been a long standing criti-
cism that by subjecting the income of both
partnership firms as well as the partners to
taxation, we are engaging in double taxa-
tion. The Cheliah Committee has aiso
stressed that doubie taxation in this regard
should be avoided. | agree that we should
avoid double taxation and | propose, as a
measure of reliel, 10 treat the fim as a
sepasate tax entity and do away with the
taxation of the same income in the hands of
pantners. | propose to allow deduction to-
wards interest and salary payments made tn
partnersfrom the income of the firm and thens
tax the bafance income in the hands of the
furn at afist rale of 40 percent. The propor-
tion of deduction aliowed decroases with the
income level of tha firm and is 0 designed
that thetotal tax incidence on smallfirms and
professional firme will be reduced. The
partners wilinotbe taxed ontheirshareinthe

FEBRUARY 29, 1992

199283 40

income of the firm though they will be liable
10 pay tax on salary and interest income.
This method will resuk in enormous simplifi-
cation from the point of view of taxpayers as
well as tax administration as the proposed
scheme will do away with complexities,
essociated with the procedure relating o
registration of firms, rectification of partners’
assessments when firns’ assessments are
revised, etc.

Last year, | introduced provisions relat- -
ing to tax deduction at source in respect of
interest on term deposits with banks and
commission payments. There has, how-
ever, been considerable criticism from tax-
payers about the implementation of these
provisions. | have also received representa-
tions from a number of Members of Parlia-
ment seeking withdrawalofthese provisions.
The system of tax deduction at source is a
useful tool and one of the well recognised
methodsof enforcing tax compliance in many
countries. However, a harassed Financs
Minster has to be sensitive to the opinions of
Honourable members of Parliament even
when they differ from his own convictions.
Therefore, ! proposa to withdraw these twe
provisions.

The Woealth~tax Act, 1957 has far too
many exemptions making its administration
enormously complicated. The valuation of
certain assets such as shares also presents
problems, since very high market values
reflecting speculative activity can lead 0 a
heavy burder: on shareholders who are long
terminvestors. Thereisalsonodistinction at
present betwsén productive and
non—productive assets. The Chelliah Com-
mittee has suggested that, in order t0 on-
courage the taxpayers to invest in produc-
tive assets suchas shares, securities, bonds,
bank deposits, etc. and also o promote
investments through Mutual Funds, these
financial acsets should be exempted from
wealth tax. Wealfth tax should be levied on
indivicuals, Hindu undivided families and all
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companies only in respect of non—productive
easets such as residential houses including
farm houses and urban land, jewellery, bul-
lion, metor cars, planes, boats and vachts
which are notused forcommercial purposes.
The Committee has further suggested that
such tax should be at the rate of one pe:
cant., with abasic exemption of Rs. 15 lakhs.
1 propose to accept this recommendation
end | hope this change will encourage in-
vestments in productive assets and discour-
age investment In ostentatious

non-productive wealth.

Earlier in.my speech | have rafarred to
the importance which the Government at-
taches io the capital market and the special
role of mutual funds including private sector
mutual funds. in order to treat atl mutual
funds alike in tax matters, | propase to ex-

empt from income tax mutual funds in both -

public sactor and private sector recognised
by the Securities and Exchange Board of
India. | had also referred to e scheme
permitting Indian Companies to issue con-
vertble bonids and equityto investcrs abroad.
| proposeto tax the income and capital gains
from these issues at a concessional rate of
10 per cent., as is applicatle of Offshora
mutual funds. It is hoped that these meas-
ures will give a new thrust io the capital
market in the country.

Last year, ! had e:xtended expenditure
tax o cover air-conditionad restaurants in
order to mop up additionalresourcas. | have
received several representations that this
provision falls heavily on innumerable res-
taurants and small establishments which are
patronised meinly by the middle class. it has
been suggestad thet airconditicning in res-
taurants, unlike in homes, is no longer a

tuxury item of the rich. The largest number

of such complaints have come from Bom-
bay. l-hvinglwodinBombayfortwoanda
hall yezrs, ! have specia!l regard for tha
citizens of this gieat city. This has been
reinforced by their voting behaviour in tha
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recent elections to the iiunicipal Corpora-
tion. | therefore, feel a special obligation to
respond. | propose to withdraw this levy as
far as the restaurants are concerned. Let it
be known that voting Congrass () is both
rood golitics and good aconomics.

However, | have made centain changes
in the scope of the Expenditure tax Act
relating to hotel receipts. | propose to en-
hance the qualifying limit for liability relating
to room charges of the hotelfrom the present
Rs. 400 per day to Rs. 1200 per day. Inview
ot the exchange rate adjustments under-
taken recently, there is no longer any need
for exempting expenditcre made in foreign
exchange from the tax. ! am, accordmgly
withdrawing this eremptior..

With a view to providing support io the
cooperative sector, ! propose to exempt all
cooperative societies including urb:.n coop-
erative socielies engaged in the business of
banking from ths purview of interest-tax Act.

I recognise the need for a raform of the
comporate tax system. This is also an area
whers rates of taxation need to be lowered
and ! would !ike to give advance notice of my
intention to begin lowering them as soon as
possible. | hope the opposition will not use
this statement to bring a breach of privilege
motion against ma for having leaked the
Budget secrets when | present the Budget
for 1993-84. Howaver, as the detailed rec-
ommendations of the Chelliah Committee
on corporate taxation are yet ta be received,
{ propose to defer major restructuring in this
area urtil after | have received #ts recom-
mendations. Accordingiy, for the prasent
there will be no change in the rate structure
as well as the surchargs. In this budget, |
propose to make just iwc changes. Ordinar-
ily, deoreciation anc investmert aliowar.ce

. carried forward from earlier years is set off

against the curren incoma. ! line with thd
of depre.l ation allowar:se
brought abou! last year, ! propose that ir.

.
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respect of assessment ysar 1991-93, the
quantum of sst off for carried forward depre-
ciation and investment allowance inthe case
of companies, where such amount exceeds
Rs. 1,00,000, shall be fimiked to two-third of
such amount and the remaining one-third
will be allowed to be adjusted in the assess-
ment year 1993-94. Further, having regard
to the widespread criticism that the
income-tax Act has artificial ceilings in re-
gard to certain business expenses, | am
liberalising some of the items on the basis of
the recommendation of the Chelliah Com-
mittes. ’

Having regard to ths complexities of our
tax laws, | have been receiving representa-
tions that the Government should give Ad-
vance Rulings whenever a taxpayer has
doubts about the tax liability in respect of
intended transactions. This practice obtains
in a number of countries. There are certain
practical difficulties in implementing such a
suggestion. However, in the intersst of
avoiding needless ftigation and promoting
better taxpayer relations, a scheme for giv-
ing Advance Rulings in respect of transac-
tions involving non-residents, is being
worked out and will be put into operation
soon. The scope of this can be extended
subsequently on the basis of experience
gained. The Govemment is also planning to
set up the National Court of Direct Taxes in
order to ensure that litigaiion in direct tax
matters is settled expeditiously. Along with
this, the Government would a!so like to bring
forward, as soon as possible, a Bill on Direct
Taxes Code, integrating therein all the three
direct taxes so as t0 make the law easily
understandable and tax administration
simple.

! do not propcse 1o take up the time of
<he House with other minor changes in the
Cirect Tax Laws.

FEBRUARY 29, 1992

1992-93 44
My proposals on direct taxes are esti-

" mated to yield a net revenue gain of Rs. 705

crores. Of this amount, Rs. 435 crores will
accrue to the States. ‘

i how turn to the proposels ralating to
indirect taxes. '

A long standing complaint of our indus-
try. and of experts in trade policy is that our
customs tariff rates are too high and iicreas-
tngly out of line with the trends in our com-
petitor countries, all of whom have reduced
tariffs to very moderate levels. My colleague
the Honourable Commerce Minister has
fepeatedly told me that we cannot expect to
compete with these countries in the world
markets if we persist with high tariff rates
which have the effect of creating a high cost
industrial structure. This is in fine with the
directions lhadindicatedin mybudget speech
last year. The Chelliah Committer., which
was asked to look into ali aspects of customs
duties, has recommended reduction in the
general level of tariffs, a reduction in the
dispersion of the tariff rates and a rationali-
sation of the system with abolition of numer-
ous end-use exemptions and concessions.
The Committee has also rightly suggested
that the process of reform should be gradual,
so as to moderate the impact of the adjust-
ment, both interms of possible revenue loss
and the pace at which domestic industry is
exposed to competition. { propose to acton
these recommendations by making a sub-
stantial start in this budget on reforming the
customs tariff structure.

Last year : had begun the process of
reducing import duties by lowering the ad
valorem rates of basic plus auxiliary duties
of customs to a maximum of 150%. | now
propose to lower the peak tariff level further
by reducing the basic plus auxiliary rates of
import duties (inclusive of specific duties) to
a maximum of 110% with the excegtion of
passenger baggage and alcoholic bever-
ages. The loss of revenue on accountof this
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proposal as tradilionally esiimated is Rs.
1700mm.ﬂrrwghlfoolﬁoouldbemuch
fower in praciice.

My next proposal relztes to the duty on
capital goods. The general duty on capital
goods, including project imports, is currently
at 80% which is belowthe peakrateof 110%.
However, there s a good for giving
priority to reducing the duty bn capital goods
because high duty on caphal goods consti-
tutes a permanent increase in the cost of
production for the life of the unt. In order to
encourage new investment in export ori-
ented industries, we shoyld move to a lower
duty rate on capital goods at an accelerated
rate. |therefore, propose to reduce the duty
rate on project imports and general machin-
ery from 80% to 60%. In the case of capital
goods including project imports for electron-
ics industry, | propose to reduce the import
duy from 60% to 50% . !n relation to capital
goods for projecis of coal mining and crude
petroleum refining, | propose a deeper re-
duction in the import duty prescribing a uni-
form rate of 30%. In the case of power
projects, the present concessional duty rate
cf 30% or 40% is being rationalised to a
uniform rate of 30%. | also propose o
reducethe import duty on other capital goods

currently attracting duty above 80% by 10

percentage points. The existing concession
inthe duty rates available tothe components
of specified machinery enabling those tems
to be imported at rates below the rate appli-
cable to the machinety is proposed to be
continued. These changes will not adversely
affect the competitive position of the indian
capital goods industry especially in view of
the exchange rate adjustment effected last
yoar. These proposals involve a loss of
revenue of about Rs. 840 crores.

in view of the raduction of tariif peaks, | -

have also taken the opportunity to remove
someafthe end-use notifications for conces-
sionalduty imports. Inthis process of ration-
alisation, some duties may go up marginally.
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However, in view of the overall reduction of

duty rates, industry should be able 1o ebsorb
such marginal increases. -

- Inmy lastbudget | had proposed certain
rationalisation of the rates of auxiliary duty of
customs. | propose to further rationalise the
auxiliary duty structure by reducing the
number of duty slabs to four.- The loss of
revenue on this account is estimated at Rs.
25 crores.

Agriculiure is the badrock on which our
aconomic development depends and the
vital inputs for this sector have always been
accorded apreferentialtax treatment. Inline
with this principle, | propose to reduce the
duty rate on 15 specified pesticides from
110% at present to 75%, by adding them to
the list of pesticides eligible for this conces-
sion. | also propose to reduce the import
duty ontwo pesticide intermediates irom the
present level of 120% 1o 65%. So also |
propose to exempt three specified pesticide
intermadiates completely from excise duty.
These proposals involve a revénue loss of
about Rs. 8 crores.

Successiul agricultural development
cells for injection of new seeds which can

increase productivity and imported seeds
end planting material can help in this proc-

- @ss. | therefore, propose to fully exempt

{rom import duty, oil seeds, seeds af vbge-
tables, flowers ahd ornamental plants; tu-
bers and bulbs of flowers; cuitings or sap-
lings of flower plants; and seads of frult-plants
and pulses, jor the purpose of sowing and
pianting. In order to ensure efficient trans-
planting of seedlings, | also propose to re-
duce the import duty on ‘rics ransplanters
from 80% to 40%6.

The ¢.>tro—chemica industry suffers
from high duty rates on certain basic feed-
stocks which are the building blocks of the
industry. There is a case of duly reduction
and rationalisation in this area. |therslore,
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propase 10 reduce the import duty on propyl-
ene from 12% to 80%, on butadiense from
55% to 40% and on benzene from 40% to
25%. | also propose a uniform import duty of
40%for ethylbenzene and styrene which are
essential inputs for the manufacture of poly-
styrene. Similarly, | propose to reduce im-
port duty on certain specified feedstocks
which find use in the manutacture of polyeth-
ylenes form 120% to 40%. The loss of
revenue on account of the proposals would
be around Rs. 26 crores.

As a measure of relief to the asbestos
cement industry which serves the housing,
water supply and irrigation sectors, | pro-

pose 10 reduce 10 import duty on asbestos -

fibre from 90% %0 70%. The proposal in-
voives a loss of revenus of Rs. 18 crores.
« -

Films in our country have become an
important vehicle of national integration. 1
have thersfore 1o worty about the economic
health cf this important industry. In order to

give refief 1o the film industry, whichis facing -

increasing competition from cable TV and
video, | propose 10 recduce the import dutyon
unexposed colour negatives of cinemato-
graph film by 20 percentage points from the
existing level. The loss of revenue involved
in the proposal is Rs. 8 crores.

1 propose 10 reduce the import duty on
specified itoems of machinery required forthe
manvfacture of fly ash and phosphogypsum
bricks and buliding components, as a con-
cessionto W.B. which does not means Woric
Bank, but West Bengal.

Lﬂmaanﬁd_bmém ‘

industry {had exempted standard newsprint
fully from customs duty. Being under such
strong attack from the Opposition, 1 feel my
support base in the Press could do with
soma strengthening. | now propose ‘o fully
exempt glazed newsprint which is presenthy
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aitracting importduty of B. 550 per metricton

frompaymentof duty. The proposalinvolves
a revenue loss of about Rs. 3 crores. :

! have already mentioned that import of
gold by Indians indluding persons of indian
origin as part of their baggage will now be
allowed. Every such passenger will be al-
lowed tobring upto five kilograms of gold and
the import duty on such gold will be Rs. 450
per 10grams, which works out to 2bout 15%
in ad valorem terms. This duty will be pay-
able convertible ioreign exchange. | am
corfident that this step will be weicomed by
all, except those engaged in the hitherto
profitable business of smuggling this metal
into the country.

The restructuring of custoins duty being
eitempted in this Budget is the beginning of
a process in which our customs duties are
gradually reduced, over a three to four vear
pericd, to levels comparable with those in

.other developing countries. | would like to

reassure Honourable Members that they
need have nofear that the process of reduc-
ing duties will lead to the deindustriakisation
of india. On the contrary, the reduction is
necessary to give the Indan industry an
environment in-which & can increase its
competitiveness through abso:ption of tech-
nology and greater integration with the world
economy. This is essential if we are to
achieve true self reliance. We shall take
sffective promotional measures to build up
the competitive strength of Indian industry.
The proposed restructuring of customs duty,
together with the other changes in customs
duty results in a net loss of Rs. 2023.35
crores. The loss is estimated ¥ we allow for
a substantial improvement in the balance of
paymeris, permitting a larger volume of -
impons and therefore, a higher lavel of cus-
toms revenue.

in the field of excise duties, 1have bsen

. guided by the objectives of rationalising the

excise duty structure, providing reliefs where
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necessary and, of course, raising additional
resources to offset the revenue loss from
- restructuring of customs tariifs,

While presenting the budget for
1991-92, | had refetred to my intention to
rationalise and simplify the procedures, rules
and regulations pertaining to indirect taxes
so that the delays in the system are elimi-
nated and the interface beiween the tax
collector and the tax payer is reduced to the
minimum. | propose to make arn advancein
this direction by abolishing ficensing controls
on production and manufacture under the
Central Excises and Salt Act, 1944. The
assessees would simply be required to reg-
ister themselves with the central excise
authorities. At present assessees are ré-
quired to get their central excise licences

. renewed every five years. Registration will

be valid as long as the assessee continues
the manufacturing activity. | am propesing
suitable amendments in the law 1o this end.

Hoenourable Members would be aware
that a Settlement Commission was estab-
lished in 1978 under the Income-tax Act,
1981. | propose {o sgt up a Settlement
Commission, on similar lines, for dealing
with customs and central excise disputes
beiween the Department and the assesses.
1trust this witl help in speedy settlament of
tax disputes. -

Honourable' Membeis may aiso recall
that a law was enacted in 1986 for the
- gstablishment of an appellate tribunal for the
adjudication of disputes relating to the deter-
mination of the rates of duties of customs
and central excise and to the valuation in
pursuance of Article 323%B of the Constitu-

tion. Due io unavoidable reasons, the tribu--
nal could not be established. | proposs to -

introduce legislation to suitably amend the
Customs amd Central Excise Revenues
Appeliste Tribunal Act, 1986 and set up ths
tribunel, '
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The housing sector is important, bath
socially and for employment generation and
as such deserves special treatment. | pro-
pase to fully exempt from excise duty bricks
and tiles having a minimum content of 25%
of red mud, which is a waste pfoduct of
aluminimum industry. |also proposs to fully
exempt light weight concrete building blocks
from excise duty. Further | propose to re-
duce the excise duty on pre-fabricated build-
ings from 15% to 5%. ! also propose tc fully
exempt doors and windows madaé of plastic,
iron and steel which incidentally would con-
serve our dwindling forest cover. Further, |
propose to exempt completely panel doors
which are cumrently attracting 30% excise
duty and about which | raeceived a large
number of representations from the hon.
Members. The proposal involve a reventie
loss of about Rs. 4 crores.

The glass container industry has baen
going through a lean period. | propose t0
reduce aexcise duty on glass containers from
40% to 30%. The excise duty on glass
containers manufactured by semi-automatic
process and mouth blown process will also
be recuced from the existing levels of 30%
and 15%10 20% and 10%, respectively. The
proposals involve a revenue loss of Rs. 30
crores.

At present there is a wide dispersion of
duty rates :among various -sectors of the
textile industy. My primary aim o this sector
is to simplify and rationalise the tariff struc-
ture and to reduce the duty differential be-
tween the vaiious textile fibres and yams.

{ propose to rationalise and restructure
the excis< duty on cotton yam.and celulosic
spun yam. On cotton yam, ! propose fo
reducethe multiplicity of rates by having only
five duty slabs. Excise duty on cellulosic
spun yarn is also being similatly rationalised
by having only three slabs.

) !élsoproposttonisothoﬁuﬁu
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duty onviscose fbrefrcmRs. 10.50t0Rs. 12 -

perkg., on viscose filament yam{rom Rs, 12
toRs. 15 perkg., andon acrylicfibre from Rs.
9.24-10 Rs. 12 per kg. The duty rates on

polyester blended yams are also being ra-
. tionalised.

Rags and synthetic waste are both raw
materials for the shoddy woollen industry. }
propose to equate the import duly incidence
on both at 110%.

With a view to raising the revenue from
additional excise duty the proceeds of which
go to the States, | propose 10 increasse the
duty on processed cotton fabrics by restruc-
turing the duty slabs.

Several units in the nylon and polyester
filament yarn industry are passing through
difficult imes. As a measure of relief, |
propoee to reduce the excise duty on nylen
filament yam from Rs. 63 to Rs. 55 per kg
and also to reduce the import duly on
caprolactum from 80% to 50%. | also pro-
pose to reduce the excise duty on polyester
filament yarn from Rs. 70 to Rs. 62 per kg.

To promote usa of jute by the handloom
sedor.lpropoeobfqllyoxemhneyamin
hanks from excise duty. Simiarly, jute prod-
ucts manufactured in rural areas by regis-
tered co-operative societies, women's
co-operatives, etc. are also proposed to be
fully exempted from axcise duty.

As a measure of refief 10 the silkk indus-

ty. | propose to reduce the impost duty on
raw sik from 5% to 30%.

The package of proposais roldinﬁb
e taxtile industry involve a revenua reduc-
iondmns.am: ) .

1 would now take up the proposals for
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rationalisation and additional revenue mobi-

At present axcise duty is levied on ad
valorer basis on some commodities and at
specific rates on others. Over the years, for
administrative reasons, ad valorem duties
have been steadily replaced by specificrates
or ad valorem-cum-specific rates. Ad val-
orem duties are preferable 10 specific duties
as they ensure buoyancy in revenue on
account of increase in prices, and the Chel-
liah Committee has recommended switch-
ing over to ad valorem rates for a number of
commodities. t has also recommended that
whaere spaecific rates are retained, the same
should be revised every year taking into

. account the price ‘nflation. | propose to

make a modest veginning by switching over
to the ad valorem mode of levy where fea-
sble.

In respect of major non-ferrous metals,
namely, copper, lead and zinc and products
thereot, | propose to fix a uniform advalorem
ievy of 10% in the place of existing specific
rates of duty. As regards iron and steel, the
excise duty on primary and semi-finished
forms thereof is generally charged at spe-
cific rates of duty. For administrative rea-
sons, | propose to retain the specific rates of
excise duty on items like ingots and certain
rolied products like bars, rods, etc., other
than cf stainiess steel. In respect of these
products, | propose fo raise the existing
rates, which are presently between Rs. 300
and Rs. 1800 per metrictonto retes between
Rs. 400 and Rs. 2000 per metric ton. How-
ever, in respect of iron forgings and other
steel products, | propose to prescribed a
uniiorm excise duty of 10%. The proposals
involve a revenue gain of about Rs. 400

In my budgst speaech last year, | men-
tloned that every Finance Minister has to do
his bit to curb smoking which is injurious 1o
health. This injury to health is continuing and
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{ would be failing in my duty if | did not make
one more attempt to use the fiecal instru-
ment in this worthy cause. While | do not
propose fo increase the duty on non-filter
cigaretties of less than 60 mm in length, the
duties on allother cigarettes are being raised
by Rs. 30 to Rs. 100 per thousand depend-
ing on the length. The gain in revenue from
the proposals is of the order of Rs. 325
crores. ‘

I proposae to increase the excise duty on
certain plastic resins, namely, polystyrene,
low density polyethylene, high density poly-
ethylene and polypropylene from 3C% to
40%. The revenue gain from the proposal is
Rs. 165 crores.

Watches attract a very low rate of duty
of 5% which is out of line with the general
duty structure. | propose fo raise the rate to
10%. The revenue gain from the proposal is
estimated to be Rs¥12 crores.

1 propose tc increase the excise duty on
cement from Rs. 215 to Rs. 290 per metric
ton. The excise duty on cement produced in
mini cement plants will also go up from Rs.
90 to Rs. 165 per metric ton, thus maintain-
ing the existing duty differential of Rs. 126
permetricton infavour of mini coment plants.
However, | propose o reduce the duty on
white cement from 40% to 35% to bring the
incidence closer to that on ordinary cement.
The estimated revenus gain from these
proposals is Rs. 376 crores.

| propose to raise the excise duty on
paints from the existing levels of 15% and
30% 10 20% and 35% respectively. The
revenue gain on account of the proposal is
sstimated to be Rs. 35 crores.

{ propose to increase the excise duty on
organic surface active agents from 25% to
30%. The proposal would yield an additional
revenue of Rs. 50 crores.
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At present two-wheelers such as mo-
worcycles and scooters attract excise duty in
slabs of 10%, 15%, 20%, 25% and 30%
depending onthe engjne capacity. Ipropose
fo rationalise the duty structure by levying a

.uniform duty of 15% on all two-wheslers of

engine capacity upto 75 cc and 25% on all
others whose engine capacity exceeds 75
cc. lalso propose to increase the excise duty
on light commercial vehicles from 10% to
15%. The proposals involve a revenue gain
of Rs. 80 crores.

i propose to increase the excise duty on
cocoa and cocoa based preparations from
15% t0 25%. The proposal involives a reve-
nue gain of Rs. 24 crores.

i propose to increase the excise duty on
wires and cables by five percentage points
fromthe present levels. The additional reve-

nue from the proposal is expected to be of
the order of Rs. 60 crores. .

1 also propose to revise upwards the
existing specificrates of excise dutyontyres,
tubes and flaps. However, | propose to
reduce the duty on moped tyres from Rs. 30
atpresentto Rs. 25 pertyre. The proposals
involve a revenue gain of Rs. 40 crores.

Special excise duty is being levied at
present atthe rate of 10% ofthe basic excise
duly; certain essential tems such as tea,
coffee, sugar, matches, kerosene and va-
naspati are fully exempted. In addition, high
speed diessl oil and two wheslers attract
special excise duty at 5%. | now propose to
raise the special excise duty on products
which are presently attracting a 10% rate of
duty to 15%. However, this increase will not
be applicable to petroleum products. | also

. proposeto exempt from this increase certain

consumer durables like motor cars and
consumer electronics such as television sets,
as these industries are currently passing
through a difficult phase. This proposal
invoives a revenue gain of Rs. 1025 ciores.
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[Sh. Manmohan Singh}
The exemgtion thet i ara giving to tha moior

car sector is at the raquest cf tha Chial
MinistudWodBongs! .

SHRi souuﬁm CHATTERJEE

{Bolpur): What is wrong in that? | am very

happy that hs is conscious of West Bengal
becauso k& is the only senshio stata.

SHR{ MANMOHAN SINGH: The
changes in trads policy introdused last year
have eliminated the differential inventivas
or export 2t higher stages of inamsiacture.
While auniform pattem of incsntiva is genar-
elly to be preferred, there is a case of intro-
ducing some disincentives for exports of
certain primary products where tha sama
product carn be easily exporiad in vaiua
added form. ! proross to imnose an export
duty cf 10% on exports of cerizin types cf
finished leather and or: unpclished granits in
orderto encourage exportarstoshifttoleather
products a2nd polished grenite. ! 2m zalso
imposing an export duty of 5% on iron ore.

The proposals are expected to yield an.

addition2] revenue cf Re. 142 crores.

t have also prepcsad cartain amand-
ments in tha Financa Bill seeking to elfect
changes in the e:cise and customs taviff.
These amendments 2re gansrally anabling
provisions and have no revenue implication.
Besides, there 2re proposzis for amend-
ment cf some of the existing notXications. in
order to sav3 ths tima of the Houss, ! do not
proposa 1o recount tham.

Theproposals withregerdtochangassin
axcise duty cutlined above are likely to yield
additional revenue of Rs. 2515.70 crcres.
The concessions and reliefs announced
2ggregatb to Rs. 304.80 crores. Out of the
net additional sharable revanue from excise
duties of Rs. 2210.90 crores, the Centre’s

share would be Rs. 1146.53 crores and the -

States’ share Rs. 1064.37 crores.
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The nat impaci of my proposals on
customs and oxcise duties taken fogether
amount to an additional mobilisation of only
Rs. 187.55 crores on indirect taxes. Since
the lossincusiomscutissfalis entirely onthe
Centre whareasthe gain inexcise revenueis
shared with the Siates the impact on the
Centre's revenua is a loss of Rs. 876.82
crores while tha Stetes will gein as much as
Rs. 1084.37 crores.

- Copias of natifications giving effect to
ine changas in customs and aexcis2 duties
effeciive from the ist March. 1892, will be
12id cntha Tebie cf the House in due course.

Vaking cirect andindiracttaxes together
tha changes . have proposad are axpacted
o result in a net ravenue loss cf Rs. 517
crores to tha Centra whilathe States will gain
Rs. 1500 cro:es. Consequantly the esti-
mated ysar end budget deficit of tha Centre
for 1992-93 will be Rs. 5389 crores and the
fiscal daficit for that yaar will ba Rs. 34408
craras.

Our nctisn wiflrsmain eternzlly grateful
to Jawaharlal Nehru for his vision and insis-
ienca that tha scclal and economic trensfor-
mation of Indiz had to take pleca in the
frameworic of an opan sccisty, committed to
parfiamentary democracy and the rule of
law. India’s davaelopmant is of tremendous
signiiicenca tor the future of the developing
world. To reakse our development potentiai,
wa have to unshaclde the human spirit of
creativity, idealisri, adventure and enter-
prise that our paople possess in abundant
measura. We hava to hamess all our latent
rasources for a second industrial revolution
and a second agricultural revolution. Our
economy. polity and society have to be ax-
traordinarily resilisnt and alert if we are to
take {ull edvantage cf the opportunities and
to minimise the risks associated with the
increasing globalisation of economic proc-
esses. We have to accept the need for
re-structuring end reform ¥ we are 10 avoid
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an increasing marginzlisaticn cf India in the
evolving worid economy. The economic
policy changes brought ebout by our Gov-
emment under the inspiring leadership of
Prime Miricler, Narasimha Rao, in the last
eight motis are inspired by this visicn. Our
perty is an inheritor of gre2! traditions of
national setvica. True to this heriiage, we
commit ourselves to providing a firm and
purposeful sensa of direction to the reform
ryocess so that this ancient land of [ndia
regains its glory and rightful placs in the
omitv of nations. This budget represents a
contribution t¢ the successful implamenta-
tion cf this great naticnal enterprise, of build-
ing 2n India iree from the fear of war, want
and exploitation, an India werthy of tha
dreams of the founding fathers of cur repub-
lic. We shall pay any price, bear any burden,
make any sacrifice to realise thosa dreams.
India is on the move again. We shall mai:e
the future happan.

Sir, lhave come to the end of my labcr.
Tonight, 1 feel like going to the theatre. Let
the assassins ba informed, | am preparad ic
meet their onslaught. -

As apoet says,
*Sarphirosbi i tamanna 2b K*.é:.'.ara
dil main hai, dekhana hai for Kitna
baguei kat! main Lai®

Sir, | commend the Budgat io this Au-
gust Housa.

PHALGUNA 10, 1913 (SAXA)
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19.29 hre.

FINANCE BILL, i592°
{English)

MR. SPEAKER: The Finance Minister
mzy now move for Isave to introcduce the
Financa Bill, 1992, '

THE MINISTER OF FINANCE (S“R!
MANMOHAN SINGH): | beg to move for

laave to introduce a Bill to give efiect to the
finencial propssals of the Central Covern-

ment for the finaicial year 1562-93.

MA. SPEAKER: The question is:

“That leave ba grantod to introduce a
Bill to give effect to the financial pro-
posals of the Central Goverrn.ment for
the financial year 1992-93."

Tha inotion wes asopted
*s

SHR! MANNMOHAN SINGH: 1 introduce
tha Gill..

MR. SPEAKER: The Finance Bill, 1992
nas been introduced.

i thank the hon. Members for their coop-
eretion and | declara that tha House stands
adjourned to meet again onTuesday, the 3rd
March et 11 2.m.

19.01 kre
The Lok Sabha than Adjourned tii] Elavon

of the Clock on Tuesday, March 3, 1992/
Phalguna 13, 1913 (Sake)

¢ Pbl;shed in the Gazette of [ndia, Extraordinary.v Pest I, Soction-2, dated 27.2.1992;
** Introduced with the recommendation of the President.
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