Title: Discussion on the Supplementary Demands for Grants (General) for the year 1999-2000.
16.38 hrs.

MR. CHAIRMAN: The House will now take up ltem No.13. The time allotted is four hour. Hon. Members are requested to speak on the
Demand and in brief so that maximum number of Members may participate in the debate.

Motion moved:

"That the respective supplementary sums not exceeding the amounts on Revenue Account and Capital Account shown in the third
column of the Order Paper be granted to the President out of the Consolidated Fund of India to defray the charges that will come in
course of payment during the year ending 31st day of March, 2000, in respect of the folowing demands entered in the second column
thereof - Demand Nos. 3, 5 and 6, 8 to 12, 15, 17 to 20, 23, 29 and 30, 33, 38 and 39, 42 and 43, 45 to 48, 53 to 55, 57 to 59, 62, 65
to 67,69,71,73,751t0 77,79, 81,83 to 85, 87,95 and 101 to 103."

SHRIMANI SHANKAR AIYAR (MAYILADUTURAI): | would like to begin by congratulating the Finance Minister on the signs of revival
which we have had the opportunity of seeing in the economy in the last few months. The stock market is booming as never before.
Exports are showing signs of revival, indeed encouraging revival. The rate of inflation is at such a low level that some economists are
even disturbed at how low is the level of inflation.

The Agricultural production, by and large, has been satisfactory. It has been particularly good in the area of foodgrains. The signs for
the future, that is for the next six months, are perhaps even better than the performance of the last six months. On all these grounds, |
think, the Government is to be congratulated.

But at the same time, | think, we have to ask ourselves the question whether the Finance Minister is able or lucky. At a personal level, |
have known the Finance Minister for the last 30 years. We have had opportunities of working together as civil servants. So, with
regard to his personal ability, | have no doubts nor wish to cast any doubts. But whether the signs of revival that we have seen in the
last few months are sustainable or not, in those terms, I think there is no cause for euphoria and there is some cause for caution about
the significance that we should derive from the indicators of things being a little better now than they have been for the last three years.
| sound this note of caution on the question of revival because for one thing there seem to be very varying predictions about the rate of
growth that the economy will actually attain in the current fiscal year. | have seen some rather optimistic predictions from the Finance
Minister. We have heard somewhat less encouraging sounds from at least one member of the Planning Commission and economists
-- as is the custom with economists -- do not always have a similar view on how things are going. What we can say is that the economy
is likely to grow at a higher rate this year than it has grown in the last two-three years. How much better, | for one, would like to reserve
judgement until we come to the presentation of the Budget and the receipt of the Economic Survey for the next fiscal year. At the
moment, | would say that itis good that there are signs of recovery. But we should not let ourselves be overtaken by over optimistic
predictions. Also, | think, we must not fall into the arithmetical illusion of thinking that it is rates alone that matter without taking into
consideration the base upon which these rates are calculated.

The Finance Minister is lucky because his immediate predecessor"s performance was so poor that it was possible for him to - in
comparison to himself in the year 1998-99 and in comparison to his predecessor in the two years that followed the fall of the Congress
Government -- give an account of himself this year which could be a statistical illusion unless it is maintained into the future. My very
best wishes to him for maintaining it into the future because if his performance is good, then the country's performance is good. Ido
not wish to deny the country the opportunity of growing because | wish to deny Shri Yashwant Sinha the opportunity to further grow.

Apart from the low base from which we have started and therefore, the indication that this might be something of a statistical illusion, |
would also like to draw the Finance Minister"s attention to serious sectoral imbalances which are there in the economy. At the
beginning of the 1980s, to take one striking example, the second biggest Indian import after crude oil was edible oil. Then came the
oilseeds technology revolution that was initiated in the Congress Government of 1985-89 and carried further forward in the period
1991-96 with such enormous success that India became a net exporter of the products of oilseeds. Now, within three years, we have
reverted to the position which obtained nearly 20 years ago when edible oil has become a major import into this country. Not only
does this have a serious adverse impact on the balance of payments but this flood of edible oil imports into the country is seriously
threatening the green revolution that took place in the dry land which is where oilseeds are grown.

Similarly, we have seen what appears to us to be completely unwarranted imports of agricultural products like wheat and sugar which
have also had an adverse impact upon our farmers. The first sectoral imbalance, therefore, to which | would wish to draw attention and
underline is that the economy is doing much better for the industrial corporate sector thanit is for the farmer, at least in terms of what
Government policy is doing. The Lord has been kind and compensated for some of the Finance Minister"s faults; we had a good
monsoon and, therefore, production has gone up. But the performance of the Government of India in the last 18 months with regard to
the farming sector has not been such as to enable the farmer to take full advantage of nature"s kindness to him.

Within the industrial sector itself, there are some segments of Indian industry which have picked up extremely fast, but there are a lot of
others which are virtually stagnating. These include several engineering industries and we have heard complaints particularly from
automotive parts manufacturers as also from some industries engaged in engineering, particularly of the heavy engineering and
structural engineering kind. Therefore, | would say that while overall figures might be encouraging in some respects, particularly in the
manufacturing sector, there are segments of the manufacturing sector which seem to be in urgent need of special attention.

Also, we have a low rate of inflation today. But there is a serious danger that there could be a kind of cascading inflation that could
come about over the next few months partly on account of the Government"s financial imprudence in not being able to manage the
fiscal deficit and partly on account of the rising international prices of petroleum products - |am thinking particularly of diesel - which
could translate themselves through the economy into a much higher rate of inflation to the detriment of real economic growth.
Consequently, | would sum up this survey, this thumb nail sketch of the Indian economy at midyear by saying that the economy is doing



well, but the Government"s finances are not doing equally well.

When it comes to the Government”s finances, our attention must first go to the fiscal deficit. Now, there is no really knowing until the
Finance Minister clarifies this as to what is the fiscal deficit that we are faced with in the current financial year. We began this financial
year on the reassuring note given by the Finance Minister that he might be able to hold down the Central Government fiscal deficit to
even perhaps four per cent. It looks as if it is going to be nearly six per cent and there is the danger that it could go even higher than
that. Perhaps even more worrying than the Central fiscal deficit is the way in which the fiscal deficits of the States are going virtually
haywire. We have already had a doubling, it would appear, of the fiscal deficit of the States as a percentage of GDP from around 2.7
per cent to around 4.3 per cent. Putting it all together it looks as if the real deficit of the governments in India, not the Government of
India but the governments in India, as a percentage of the Gross Domestic Product could be ten per cent or above. That simply is
unsustainable.

What worries me about the climbing of fiscal deficits of the States at a time when the Centre itself is unable to control its own deficit is
the alliance politics that has now got institutionalised by the BJP-led National Democratic Alliance, for the NDA contains a large
number of parties. They are significant really only at the level of one State or perhaps two States, not more than that, and the pressures
that these parties will be exercising on the Central Government to not keep State deficits in check is a very real danger. We have
already seen that in the current financial year the kind of cap that had been placed on the borrowing of the States in the previous
financial year has been eased up.

| fear that in the interest of playing good politics, the Finance Minister might be persuaded to play bad finances. After all, he is nota
technical appointee. He is a political appointee. He belongs to a political party which is part of a political alliance and this political
alliance contains so many interests who are narrowly limited to their respective States. | think it would be in the interest of the nation as
a whole to sound this note of caution that we have already seen an exponential increase in the contribution of State Governments to
the overall fiscal deficit and it could get even worse.

The Finance Minister himself has very recently warned of India walking into an internal debt trap. Walking into that internal debt trap is
likely to be accelerated rather than braked in consequence of alliance politics. Therefore, | would really, with all the power at my
command, stress that the Central Government cannot limit itself only to concerns about the fiscal deficit in the Union Budget. The
Finance Minister has no option but to address himself to the overall deficit in this country which includes the State deficits and
therefore, to ensure that not only does the Centre keep its house in order but that it keeps its house in such order as to compensate for
the gross disorder that is prevailing in the Finance Ministries of many State Governments.

Sir, at the end of the day, it is not in the stock market but on the shop floor that we are going to discover how really the economy is
growing. The stock market is behaving in a bizarre manner. It is rising at a rate that bears is no resemblance whatsoever to the real
rate of growth in the economy. When the Finance Minister was on this side in the other House rather than in the distinguished position
in which he sits now, he and | had served together on a Joint Parliamentary Committee whose origins lay in a bizarre expansion of the
stock market back in the first half of 1992. | would like to remind him of that and say to him that it would be inappropriate for him today
as the Finance Minister to take more than a certain amount of satisfaction at the way the stock market is going. | do not think the stock
market is reflecting the reality on the ground. Therefore, there is the danger of this bubble bursting and when this bubble bursts, | trust
that he will not be caught saying that he lost little sleep over what is happening in the stock market.

In the light of this, | would like to state that we, in this side of the House, particularly our section of the House, are faced with a curious
problem. We are being described as the BJP"s "B" team in economic policy. That is hardly our fault. What the emperor has done is to
steal my clothes. He came into this House in 1998 as a favoured son of the Swadeshi Jagran Manch. He gave us in his first Budget a
resounding account of what it means to be Swadeshi. Over the next 18 months, he has said that he defines Swadeshi as Videshi. He
has taken our policies and our programmes and adopted them as his own. We can naturally only endorse him when he abandons his
own position to accept our position. But | do not think that means that we end,once he has finished exhausting using our clothes, as his
"B" team for, then, he will have to invent his own policies and his own programmes.

Compared to the confusion over Swadeshi in his ranks, there is clarity in our ranks over our economic policy as stated at Pachmarhi.
We have reaffirmed at Pachmarhi our belief in the socialistic pattern of society as enunciated at Avadi. We have reaffirmed our faith in
the mixed economy and we have reaffirmed our belief in planning for development. | am deeply concerned over the growing nexus
between this Government and big business. We have had captains of industry announcing at the end of an election that they would
wish to have this particular gentleman as the Finance Minister.

Now, given my own personal relationship with Shri Yashwant Sinha, | can confide in the House that |am very happy that he has been
reappointed as the Finance Minister of India. He is an able man and particularly given the quality of talent in his party, he is an
exceptionally able man. However, when we have a situation in which leaders of industrial conglomerates, like the Confederation of
Indian Industry, not only appoint but anaint the Minister of Finance, inform the Prime Minister that this is their particular preference.
then, it makes for concern. For if we do not have any apprehensions about the role of business in the life of our nation, then we might
as well hand over the governance of this country to the Confederation of Indian Industry. But so long as there is a role for the State in
controlling and regulating the corporate sector for people to become Minister of Finance on the basis of good chits issued to them by
the head of an organisation like the Cll, is, | think, undesirable.

I do not think our current Minister of Finance invited this endorsement. But since he has received it unsolicited, I think it is in the interest
of the country as a whole that the Ministry of Finance should keep its distance from the corporate sector. And the keeping of that
distance is not much in evidence as revealed by the Finance Minister"s former Economic Adviser which demonstrated that. This
nexus on television...

SHRIRUPCHAND PAL (HOOGLY): I will just remind the hon. Member about the speech made by their leader, Shrimati Sonia Gandhi,
in a recent meeting of the She has been accusing the industrialists why they should not be closer to the Congress Party.

SHRIMANISHANKAR AIYAR : | promise that | will send the hon. Member a copy of the speech of the Leader of the Opposition with



notations underlining certain words so that he can better understand what she said instead of relying on Ganashakti"s reports about
what the Congress President stated.

I am only drawing attention to this because of the attempt being made by the corporate world to project itself as being extremely close
to North Block and the lack of an attempt on the part of North Block to keep at least a dignified distance between itself and the
members of the corporate world.

We have had in the last 18 months disturbing examples of the Ministry of Finance, in collusion with other Ministries concerned ,playing
with things like tariffs and referral prices. We saw this with respect to steel. We then had seen it with respect to wheat just now. We
have also seen it with regard to sugar. The WTO certainly does oblige us to increasingly open up the market for imports into India. But
it has not taken from us the right to utilise tariffs as a way of protecting the Indian economy or of protecting our security.

In attempting to protect the economy, a major step was taken a few days ago by the Minister of Finance in announcing a 50 per cent
tariff on the import of wheat by roller flour mills. This was a decision which could have been taken partially or fully at any time since
May, 1999. It was deliberately postponed for six months before being brought into effect. Why? There is cause for legitimate concern
here. Is this the consequence of the close relationship between the corporate world and North Block which is growing or is it
happenstance or is it negligence on the part of the Government? | do not know which itis. But the industry itself and agriculture have
been crying themselves hoarse for the last six months that wheat imports are taking place at a time when there is such a glut of wheat
in our godowns that the new crop is not being picked up adequately and prices are rising in the market. Therefore, when we see this
happening in steel, when we see this happening in wheat, we see that sugar imports were continuing into this country from a country
with whom we were at war - the WTO itself provides that on security considerations you can cut off, without further ado, trade 17.00
hrs.

One wonders whether the game being played by the Finance Ministry at the behest of other Ministries, including the Prime Minister"s
Office, is really in the economic interest of this country or in the political interest of this party. That is why we would like to have
clarifications which will enable us to believe that there is an honest Government functioning here in the national interest and not a
dishonest Government functioning in the interests of the corporate sector.

Sir, when llook at the Budget that the hon. Finance Minister presented several months ago, | could not have said this has my
electorate had not the kindness to elect me the Eleventh or twelfth Lok Sabha, | couldnt, therefore, | am taking the advantage of
saying it now.

Ten paragraphs of his speech were devoted to the agricultural development of India, the rural sector. Something like 90 per cent of his
speech was devoted to the corporate sector. It is not he who is reponsible for this as an original sin, his predecessors too have been
increasingly giving attention to the corporate sector at the cost of other sectors of the economy. | think we must not allow
disproportionate attention to be given to the corporate sector in the Ministry of Finance because if the Ministry of Finance starts
dealing virtually exclusively with the corporate sector, then perhaps he should be redesignated as the the Minister of Corporate Affairs
and we can have a quite different Minister to deal with the finances of the country as a whole.

What is necessary is for the Finance Minister to recognise that the State must not abdicate its responsibility to the poor, and we are a
poor country. Two-thirds of our labour force is in agriculture but agriculture accounts for only one-third of our GDP. Therefore, the
attention that you gave to the corporate sector, while it might dazzle the eyes by having a beautiful Hyderabad or a beautiful Delhi or a
booming Mumbai, will be nothing as compared to the suffering of the people engaged in agriculture or rural development activities
who account for a disproportionately large number of Indians engaged in those occupations.

Rural poverty in India has yet another dimension which the Finance Minister must take account of. In rural India, whereas only 20 per
cent of the population of Punjab and Haryana is below the poverty line, the figure goes up to 63 per cent in Bihar. There are such major
variations in the incidence of poverty in the country as a whole that it is for the Finance Minister to use his Budget as an instrument for
accelerating poverty eradication in States where poverty is larger and helping those States who are nearer the margin to pull the rest
of their population above the poverty line.

That kind of attention is given so readily to an ESSAR that runs into problems in New York or to a private sector power project in
Visakhapatnam and things like that. The Finance Ministry are so preoccupied with looking after the interests of a few rich Indians and
very rich multinationals that they completely altered the Telecom Policy because they were threatened by a few Indian business
houses and their multi-million multinational partners. But when it came to wheat, they could not find the time to pay attention to the fact
that the Indian farmer was suffering on account of wheat import. It is this kind of distortion that | am warning against.

We also have variations in the rate of poverty eradication. For example, in Rajasthan, between the late "50s and early "90s, the
reduction in the share of the population below the poverty line fell by only one per cent, from 46 per cent to 45 per cent, whereas in
States like Tamil Nadu and Kerala, both of whose poverty levels were higher in the late "50s and both of these States had a poverty
ratio of 69 per cent, they brought it down to 41 per cent and 33 per cent respectively. So, the performance of States with regard to
poverty eradication is varying greatly. What the Finance Minister ought to be doing is using his powers, both of the purse and of
persuasion to get these kind of inequalities also changed.

We need employment, we need credit, we need food in the rural areas. Those are the three most important instruments of poverty
eradication, yet the amount of time dealt with on these subjects in the Budget is so disproportionate to what is given to the corporate
sector.
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To remove poverty apart from employment credit and food, decentralization is the single most important element. Now, both Shri
Yashwant Sinha and myself have been bureaucrats. So, no one knows better than us the ills of the bureaucracy. So long as the
bureaucratization and politicisation of grassroots development continues, thus long there would not be grassroots development. We
do need to bring in the Panchayat Raj institutions. Yet, | do not think that any Finance Minister till today has taken into account the
Panchayat Raj institutions" fiscal deficit in calculating what the overall deficit of the country is.

Now, Sir, under the Constitution, we have the State Finance Commissions, many of whom, | think, most of whom have presented
specific recommendations which are at varying stages of implementation in the States, and that will result in large sums of money
going to the local bodies for their development. What we need to know is whether there is a rectification of the currentimbalance
where the States place upon local bodies big responsibilities for raising revenues, to keep the revenues so raised for themselves and
for their own expenditure. So, a Finance Minister, | think, now in the light of the 1992 Constitution Amendment, the Reports of the State
Finance Commissions, and above all the Report that is due to come shortly from the Khusro Commission, the Eleventh Finance
Commission, which has been specifically mandated to look into the finances of the local bodies, will have to address these issues
when he is dealing with the finances of this country.

In the light of this, | would now come to the specifics of what we have before us. We have a Supplementary Demand for Rs. 14,500
crore in terms of net cash outgo. There are a few thousand crores of rupees which are accounted for in other ways and, therefore, | do
not wish to go into that because that is merely a matter of accounting. What we now have is that a sum of Rs. 14,500 crore is being
asked from us, which cannot but aggravate the fiscal deficit and which cannot but compound the current fiscal crisis. This is what is
disturbing the macro economic framework. If the macro-economic framework is disturbed, then there is very little hope for micro-
economic decisions to be able to reverse the adverse consequences of going wrong with the macro-economic framework.

| am particularly concerned that the proposals that have been placed before us are much more disproportionately on the Revenue
Account, which means that the increase that is being sought by the Finance Minister is much higher as a percentage of the Revenue
Account,then a percentage of the total expenditure. We must see as to how this has happened.

There is one Demand, which is now not only unavoidable but to be supported, and that is, the Demand for replenishing the Army, the
Armed Forces stores for the Army, the Navy and the Air Force on account of the unfortunate war that took place in Kargil between May
and July of this year. Of course, | wish to state now that that war was avoidable. If the Government had been just a little bit more alert
about the intrusions that had been taking place for close on eight months before they were identified in the Kargil sector, perhaps we
would not have had to suffer this war at all. But we would deal with these matters in detail after the K. Subramaniam Committee Report
is presented to us. For the moment | just wish to flag this. But when | see that Demand No. 17, which relates to Defence Pensions, itis
50 per cent higher than the Budget Estimate and it constitutes 25 per cent of the total demand for net cash outgo that is being
presented to us by the Finance Minister, | ask myself whether this could not have been anticipated earlier.

For, in the papers that have been circulated to us, Demand No.17 for a sum of Rs.3,675 crore is explained as follows:

"The Supplementary Grant appropriation is required to meet additional expenditure on account of payment of arrears to pre-1986 and
post-1996 pensioners, deamess relief to re-employed and other pensioners, ex-gratia payment, leave encashment, medical
allowance, restoration of commutation, etc."

All these are not related to Kargil. They could have been anticipated when the Budget was presented. They should have been
anticipated when the Budget was presented but they were not so anticipated. What | want to know from the Finance Minister is this.
Why were they not anticipated? Were they not anticipated to help him to present a pretty picture when he presented the Budget? Or
are there real inescapable reasons for suddenly burdening us with Rs.3,675 crore on this account when it should really have been
done earlier.

In a similar manner, |turn to Demand No.29, "Transfers to State and Union Territory Governments", which also accounts for 25 per
cent of the total net cash outgo that he has mentioned. Most of this money, almost all of it, is for creating an Extended Ways and
Means Advances Facility for reforms-linked assistance to State Governments. Was he not contemplating reforms at the time of the
presentation of his Budget? Did he not know what these reforms would be? Could he not know and guess that these reforms could
have an impact on the finances of the State Governments? Why did he not anticipate this Extended Ways and Means Advances
Facility at the time of the Budget? Why now? Why at a time when the country has to pay for something as unavoidable as the Kargil
war do we have to be burdened to the extent of 25 per cent by financing a facility which should have been thought of before he moved
into his second stage of reforms?
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Lastly, the Finance Minister, in Demand No.79 has asked for another Rs.1000 crore. If we take up the two demands that | have
already mentioned which amounts to Rs.6000 and odd crore, nearly Rs.7,000 crore, plus this Rs.8,000 crore, itis more than 50 per
cent of the total you are asking for. He has asked for Rs.1032 crore for investment in the National Highway Authority of India. Now,
investing in this is a good idea but for him to bring it on us in the middle of a year when we are in a serious financial crisis is wrong.
Either he should have anticipated this level of expenditure in March and said it was part of his Budget, in which case, of course, all the
plaudits that he got from those very same gentlemen who have now anointed him as the Finance Minister, would not have been
available, or, he should have deliberately, responsibly delayed making this provision until the next Budget. It is this kind of fiscal
indiscipline on the part of the Finance Minister that is landing us increasingly in the double helix of the financial crisis. Therefore, |
would urge the Finance Minister to take all these points into serious account before he concludes this debate and asks us to vote for
his Grants. We will vote for his Grants but only after we have satisfied ourselves that he is going to be more responsible in the coming
six months than he has shown himself in the last six months.
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">SHRIRUPCHAND PAL (HOOGLY): Mr. Chairman, Sir, | shall confine myself to some of the items in the Supplementary Demands
for Grants and | will not go beyond that. Only when necessary, to illustrate my point, | shall refer to the original Budget provision.

">The hon. Minister got another opportunity to correct the fiscal distortions that had been taking place and which has been a matter of
great concern to the whole nation. The interest burden has gone beyond control. As has been referred to by my hon. colleague here on
the other side, itis going to such an extent that if you take into account the fiscal deficits of all the State Governments put together it is
to the tune of about ten per cent of the G.D.P. But the hon. Minister of Finance has not cared to correct the fiscal distortions that are
taking place, although we have been assured about an Expenditure Commission.

">0n one occasion | have heard that there have been some suggestions about resorting to article 292 of the Constitution and have
some gap on the borrowing. if adequate and timely steps are not taken for fiscal correction, | think whatever is being proposed now or
whatever is going to be proposed in the next Budget after two months, it will all be a meaningless exercise.

">| am first coming to the items of the Supplementary Demands for Grants. There are five items which are there in the Supplementary
Demands for Grants. The first is Defence. This is, perhaps, the largest Supplementary Demand made in recent years in respect of
Defence. Of course, the near-war situation, or whatever you call it, in Kargil was there which is one of the basic causes which was
unforeseen.

">l may agree on it, but pension, dearness allowance, and payment of dues or arrears have all been jumbled up together. Could the
pension amount not be foreseen?

">Sir, | have a point to make on the Supplementary Demands for Grants itself. Only new expenses or unforeseen expenses can be
taken into account in the Supplementary Demands for Grants. For example, let us take up Defence. This is the latest report of C&AG;
of course, this is a civil one. In this, there is a reference to Defence Services at page 106. According to it, the voted original Grant was
Rs. 36,643.82 crore, the Supplementary Grant was Rs. 1,268.37 crore, and the unspent provision was Rs. 1,460.21 crore. it means
that when the Supplementary Demands for Grants were placed before the House, they had already about Rs. 200 crore unspent or
unutilised money and yet they made such a Demand. This is only one illustration. | have so many such illustrations.

">Now, | am making a reference to the Thirteenth Report of the PAC (1996-97) relating to the Ministry of Defence. | am just quoting the
relevant part only. It says:

">"The Committee"s examination has, however, revealed that the mechanism of obtaining Supplementary funds was used by the MoD
during a particular year in a rather casual and routine manner, without carefully conducting a proper assessment of the expenditure
incurred or likely to be incurred by them against the funds already made available to them. The net result was that Supplementary
funds of the order of Rs. 157.95 crore obtained under voted portions of the two Grants relating to Defence proved unnecessary as the
final savings of Rs. 227.88 crore, in these cases, far exceeded the Supplementary allocations."

">Then, |am reading the last part. It says:

">"What has disturbed the Committee more is the fact that MoD had obtained Supplementary funds even for those segments in four
Grants where original provisions were still more than adequate, despite withdrawal of funds through reappropriations therefrom."

"> mean, Sir, the Supplementary Demands for Grants have become a ritual. The budgetary exercise has become casual and there is
lack of seriousness init. They do not care to look into it. | can quote any number of observations made by very important Committees,
particularly the PAC and the C&AG. We are going to pass these Supplementary Demands for Grants. But my plea is, the Chair has a
responsibility here and Iwould seek your protection, henceforth the Appropriation Accounts must be submitted to Parliament before
the Supplementary Demands for Grants are presented. | am making a reference to the Defence Services Appropriation Accounts. It
has not been submitted for the previous year. When it is submitted after the passing of the Supplementary Demands for Grants, it
becomes a useless or a futile exercise. Parliament cannot be taken for a ride; Parliament has a role, that is, to exercise its control
over the executive. We would be failing miserably in performing that responsibility, if we are deprived of such important information
which can only come through the Appropriation Accounts,

">We pass the Supplementary Demands for Grants as casually as they are being presented, without any proper assessment of the
needs and the quantum of funds that are lying unutilized. On several occasions, the funds could not be utilised even at the end of the
financial year. This is my first submission.

">Secondly, second item has been mentioned as, Transfer to States -ways and means. Could it not be foreseen? Could the
Government not foresee it? Now, they are saying there is Rs. 3000 crore for transfer to States. This, of course, includes both the
States as well as the Union Territories. Now, | have a question to ask. The Tenth Finance Commission has categorically pointed out
about devolution and about transfer of funds to the States. There should be a transfer to the extent of 29 per cent of the total revenues.



What has happened to that?
">SHRITRILOCHAN KANUNGO (JAGATSINGHPUR): It has been accepted but not yet been implemented.

">SHRIRUPCHAND PAL : Yes. Day before yesterday we heard that the Chief Minister of Andhra Pradesh has submitted a
Memorandum. Many States, for that matter, have been doing it. Just yesterday | was talking to Shri Farooq Abdullah, the hon. Chief
Minister of Jammu & Kashmir. All States, irrespective of the party in power, are in such a bad financial position that they are even
unable to pay salaries to their employees.

">MR. CHAIRMAN : Please conclude now.
">SHRIRUPCHAND PAL : Sir, Iwould be making only brief and relevant points.

">Sir, the State Government of Madhya Pradesh have failed to pay salaries to the college teachers of that State for several months
now. Unless restructuring of the financial relation between the Centre and the States is taken up seriously, there would be friction
between the Centre and the States thereby resulting in further deterioration in the financial condition of the States, which might finally
awaken the Centre as well.

">SHRITRILOCHAN KANUNGO : Already it is causing friction between the Centre and the States.

">SHRIRUPCHAND PAL : Sir, the Centre can borrow recklessly and desperately without any limit. They can go to any extent to
borrow. The Chief Minister of Andhra Pradesh, the Telugu Desam Party is a partner of this ruling combine, has demanded that the
State should be given the right to borrow without reference to the Central Government. This is a point which should be taken care of.

">8Sir, |am happy that Rs. 850 has been allotted as Central Assistance to the State of Jammu & Kashmir. But there is an
apprehension in many quarters in respect of many States, | am not talking about the State of Jammu & Kashmir alone, that the money
allocated to the States should be utilised for the purpose for which it has been allocated to them. The State of Jammu & Kashmir
needs reconstruction of primary and secondary schools, primary health centres, hospitals, roads etc. which have been ravaged by the
terrorists on different occasions. | am happy that Central Assistance has been provided to the State of Jammu & Kashmir.

">Sir, a sum of Rs. 1,353 has been allocated for the construction of the National Highways. Out of that amount, Rs. 547 crore has
been allocated for maintenance of the roads.

">MR. CHAIRMAN: Please conclude now.

">SHRIRUPCHAND PAL : Sir, | have a point to make and | hope, we all shall agree with it. During the Budget, Re. 1/- per litre was
taken as cess. Fifty per cent of the income from the Excise and Customs was to be given for the road fund. What has happened to
that? How much amount of money was realised on that and how is that fund being transferred for road development?

">Sir, | come to the next point. There are five items - defence, civilian pension, transfer to States, allocations and loans. The Central
Relief Fund and the National Calamity Relief Fund should be taken resort to in cases of rarest and severest natural calamities. You
know, Sir, that nothing comparable to the recent super cyclone in Orissa has occurred in the last two hundred years. | do not know how
many people died. However, no provision has been made for extra assistance to Orissa, not only to Orissa but also to West Bengal
which was seriously affected by heavy downpour and flood. The Government of West Bengal demanded an amount of Rs.721 crore.
After the Central team visited the State, it had recommended a meagre Rs.135 crore. Even that has not been given. The same is the
case with Andhra Pradesh which was afflicted by floods. The same is the case with Bihar.

">When the Government comes to the House here to present the Supplementary Demands for Grants, it should take care of the
demands of the States, particularly those States which are afflicted by natural calamities.

">Sir, Parliament is supreme and it cannot be treated casually. On many occasions in the past, the budget exercise was undertaken
by the Government in such a manner that it did not take into account the obvious expenditure that they may have to incur in the year.
Sometimes, the Government comes to the House with Supplementary Demands for Grants very casually even when the original
budget is left unspent. On many occasions in the past | had made a mention of these things.

">Finally, |would once again request the hon. Finance Minister to make some provision for the States of Orissa, West Bengal, Andhra
Pradesh, Bihar and the other States which have been the victims of natural calamities.
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SHRIBIKRAM KESHARI DEO (KALAHANDI): Mr. Chairman, Sir, | fully support the Supplementary Demands for Grants placed
before the House by the hon. Finance Minister. This has been brought about to defray the charges which will be accruing in due
course and to meet the deficits which have arisen out of the Kargil war and other unforeseen expenses besides the regular
expenditure of the Central Government.

">Mr. Chairman, Sir, | would like to stress here that this Government of Shri Atal Bihari Vajpayee - particularly Shri Yashwant Sinha
who has again got the responsibility of holding the Finance Ministry - has proved that the previous Government during the 12th Lok
Sabha had served the nation to its utmost. | come from the State of Orissa which is one of the most backward States of the country, as
per the Lakadawala Committee Report; the people living below the poverty line in Orissa is more than 60 per cent. Therefore, this
clearly indicates that the State of Orissa has been completely neglected in the past by the previous Governments and specially the
region known as KBK. The KBK region comprises of the districts of Koraput, Kalahandi and Bolongir, where there were allegations of
starvation deaths, where there were allegations of migration and where there were allegations of children being sold for Rs.20. This
was the picture during the period of the Congress Governments which ruled the State of Orissa and the country.

">0ur Government tried its best to remove these black spots in our democracy and had initiated the KBK programme with utmost
dedication and vigour. Today you can see that most of the projects in those areas had been sanctioned during the period of the 12th
Lok Sabha. | would therefore plead with the hon. Finance Minister, through you, Sir, that the irrigation projects which were not
completed may be completed during this financial year itself and the problems of poverty may be solved.

">As |was going through the Budget papers, | saw that the unprecedented attack by Pakistan on Kashmir in Kargil sector has
affected the Indian Exchequer to a great extent. That is why, they need additional funds to defray charges on account of Operation
Vijay, for transportation work of the Army, for transportation work of the Air Force, etc. It is also seen that additional moneys have also
been given to poverty alleviation programmes. In Demand No.71, it has been clearly mentioned that an amount of Rs.91 crore has
been earmarked for the IRDP programmes, an amount of Rs.340 crore has been earmarked for economic assurance schemes and
an amount of Rs.120 crore has been earmarked for special loan assistance for DRDA.

">This clearly indicates that this money will go to the backward areas of the country where it is needed the most. It is also seen that
this sector was completely neglected by the previous Government. Today, our Government is bound to remove poverty from the
society and the country.

"> would like to remind the august House that Navaratnas, where the organised sector of the country works, are in dire straits.
">18.04 hours (Shrimati Margaret Alva in the Chair)

">They are in dire straits. Take the example of SAIL, take the example of NALCO, take the example of Hindustan Cables, or NEPA
Limited or Burns India Limited. All these companies were runby political postings previously lacking expertise, thereby leading to the
failure of these projects. Today, they should have been blue chip companies of the country but they have turned poor companies and
they are inred because of bad management and policies of the previous Governments.

">The Government have taken steps to take the economy towards liberalisation. A few days ago this House has passed several Bills
like the Insurance and the FEMA Bills. This would give boost to the economy which is in a poor

">state which this Government inherited from the Congress Government. This dying economy has to be improved. New legislations
have been brought forward to take full advantage of the liberalisation.

">Before | conclude, | would like to make a mention about the cyclone that swept Orissa. Recently my State, Orissa, was ravaged
because of the super cyclone. Cyclone of this nature which has hit the Orissa coast is unprecedented and unheard of. The hon. Prime
Minister has provided grants to the extent of Rs. 950 crore. |thank the hon. Prime Minister for that. This issue was discussed in this
House a few days ago.

">The Orissa Government has messed up the whole situation. It is unable to execute the relief work properly. Scandals, one after the
other, are coming up in the relief work. From this, one can understand that the Congress which should be humane in its approach
towards the flood-affected and cyclone-affected people, is behaving very callously. | plead to the Government that steps should be
taken on a warfooting, a machinery should be set up, to see that the benefits of the relief work reach the affected people. There has
been an announcement to the effect that Cyclone Reconstruction Committee would be set up. This should be set up immediately.



">With these few words, | conclude. Thank you.

">SHRIJ.S. BRAR (FARIDKOT): Madam, | would like to bring to the notice of the Government and the House that Guru Teg
Bahadur's Martyrdom Day falls on 13th December. Earlier, the Delhi Government declared holiday on 24th November, but when it
came to know that it is on 13th December, it has declared holiday on 13th December. | got it confirmed that the House never
transacted any business on this historic day. If the House has never done business on this day, this time it should be considered.

SHRIPRAVIN RASHTRAPAL (PATAN): Madam, hon. Finance Minister has approached this House with a request to withdraw huge
sum from CFl. Infact, itis a mini Budget and it is not a Supplementary Demands for Grants. Before the House gives him permission,
through you, I would like him to inform the House as to whether his Budget proposals providing facilities and exemptions are
successful or not. Generally, the party in power, when it goes to the elections, talks of poor people, unorganised sector and
agriculturists. But immediately after elections, the Government holds its first meeting with audience to INTUC, AITUC and other trade
unions and other vulnerable sections represented by certain NGOs and Parliamentarians. | was employed in the Revenue
Department. | would like to know from the hon. Minister as to what is the status of the black money in this country.

">For all these years, the industrialists and rich people of this country were demanding that the Government should reduce the tax limit
if it wants to collect more tax from the people. According to me, the present limit is one of the lowest in the world. As per many
economists, as also the Press Reports, if one compares the rate of collection linking with the index and inflation, in spite of the
reduction in limit the Government could not collect enough tax as compared to the tax collected in the year 1991. Let the House know
the response of the hon. Minister. Why, even after the decision of the Government to infroduce a heavy reduction, particularly in direct
taxes, people did not respond? | welcome Corporate Tax but | do not welcome a Finance Minister selected by a corporate sector.
During the last two to three years, the Government has not paid proper attention to various social sectors. | would like to bring to the
kind notice of the hon. Finance Minister a few areas from where the country can get more and more revenue without imposing tax. For
all these years, we have somehow ignored these areas.

">As a Revenue Officer, | was posted at a minor port known as Bhavnagar. Under Section 192 of the Income Tax Act, | was supposed
to give clearance certificate for the departure of cargo steamer. | enquired from them as to what was being exported because
Bhavnagar is not manufacturing any particular item which can be exported. | was shocked, astonished, surprised to know that they
were exporting rice husk and marble chips which are otherwise thrown away in our country. | then enquired from the exporter as to
what they were doing with these two articles. | was informed that rice husk has about 8 per cent of rice bran oil. We do not undertake
that job here as a result tonnes and tonnes of rice husk is being exported from a minor port to foreign countries. | also enquired about
the marble chips which we throw away. | was told that they convert it into a powder which was again imported by our country for
beautifying big bungalows.

">Sir, | come from a constituency which is agro-based. About 60 per cent to 80 per cent of China Grass or the Isabgol is being
produced in Patan, Rajasthan and Gujarat. | was surprised to know that the Isabgol being produced at Mehsana and certain districts
of Rajasthan was exported to Japan and America by Air. | enquired as to why it was being exported. | was told that we do not have the
processing machines which Americans or Japanese have. It is processed there and again sent back to our country at a cost which is
twenty times more. Itis used as a laxative. Ifitis enclosed in a capsule, it can act as a medicine. Like these, there are many sectors
from where the Central Government can earn more revenue. If the Government could eamn revenue from these sectors, there would not
have been any need to approach the House with this Supplementary Demand.... (Interruptions) Madam, | am making points.

">MR. CHAIRMAN : There are so many more speakers even from your Party and there is not enough time. | cannot give more than 10
minutes to each Member.

">SHRIPRAVIN RASHTRAPAL : The Government should not go for mega cities, info cities and macro cities. | am making the
statement with a responsibility. This Government is pro-urban, pro-rich, anti-poor, anti-villages and anti-agriculturists.

">| will give you a small example. | come from a State where in human system of carrying night-soil on head is even now going on.
There are no funds with the Central Government or the State Government for removing that. But we have sufficient funds for flyovers,
over-bridges, mega cities, metro cities and what not. My State Government had requested the Central Government to give Rs.100
crore for drinking water. My State Government requested for Rs.600 crore only. but it was not given. Hardly Rs.40 crore to Rs.50 crore
was given. So | would request the hon. Finance Minister that before this House passes this Bill, kindly come forward and tell what was
the result of various schemes, namely, SAMADHAN, etc. announced by you for the rich people. We would also like to know whether
the blackmoney has come down or it has increased.

SHRITRILOCHAN KANUNGO (JAGATSINGHPUR): Madam, Chairperson, | have been hearing with rapt attention the illuminating
speeches from both sides on the Supplementary Budget. | heard hon. Shri Mani Shankar Aiyar when he was eulogizing our macro
economic achievements. There is no harm if macro economic achievements are eulogized. But the state of micro economic
imbalances has been ignored. When he was telling that in all sectors of the economy, there will be good growth and good
achievement, they have forgotten one part of the country, namely, Eastern part of India -- Orissa -- which has lost everything. If one limb
is suffering from disease how can you say and vouch that the growth is balanced one and we have achieved very many good things. |
have been always holding this view. The Constitution was so framed, the laws thereunder were so enacted, the administration at the
Centre so beloved and the politics is so designed that they have stood always to the detriment of the interest of the backward classes.
It was emphasized at the time of framing the Constitution that if such provisions were there, if the Constitution would contain such
provisions then the backward States like Orissa, Bihar, Assam (C.P) and Madhya Pradesh would remain always backward. During 52
years of Independence, these four States have remained backward and if such Constitutional provisions will continue, if such attitude
will continue then those States will remain always backward.

| shall confine myself to one or two areas only. Madam, we have to keep in mind articles 292 and 293 of the Constitution. The Finance
Minister has rightly told that we are moving into the debt trap. | am asking one small question. Under article 292, there is a provision



that we should limit our borrowing and debt.

If | remember correctly, only Prof. Madhu Dandavate, when he was the Finance Minister, announced in this august House that by the
end of the year he would bring in a legislation to limit our borrowing as required under article 292. But he did not see the end of the
year and that was not enacted. Never before did a Finance Minister say that and after him it has never been told or attempted by

anybody.
SHRITARIT BARAN TOPDAR (BARRACKPORE): That was a phrase only.

SHRITRILOCHAN KANUNGO : The borrowing should be limited; the debt should be limited for the Centre as well as for the States as
required under article 293. My point is very simple. Today some States, particularly backward States, have staggering debt burden.
As you know, as per the provisions of article 293, a State cannot borrow a single copper coin from outside or from anybody without
the permission of the Centre. It has been said that as per Gadgil formula, in the Plan assistance, there will be 70 per cent loan and 30
per cent grant. As a result, the outstanding debt burden is mounting up constantly. Therefore, very recently, the C.M. of Andhra
Pradesh has rightly demanded that article 293 should be amended and freedom should be given for borrowing by the States. My point
is, it was there in the Government of India Act, 1935. But it is not there in our free and Republic Indian Constitution. It has been taken
away. Had that been there, the States could have grown on their own. It was not given to them and therefore the debt burden has been
mounting up constantly due to the faulty policy of the Centre.

Secondly, | have always been maintaining that laws made under the Constitution are so enacted that they have stood against the
interest of the backward States. | may give you one example. articles 269 and 270 are not only similar; they are same. The language
used in both the articles is the same. But Income Tax has been brought into the divisible pool and the Finance Commissionis
empowered to devolve it among the States. But, so far as other taxes under article 269 are concerned, they are not devolved. Both the
languages are the same, | don"t say similar.

If people look at the Central Sales Tax, they would see that Maharashtra is earning a revenue of more than Rs.1500 crore every year. It
is a developed State as per Indian standards. Whereas Orissa, as per one report of 1994-95, had earned only Rs .4 crore. Had it
gone into the divisible pool, things would have been different. Similarly, Consignment Tax has been incorporated in the Constitution of
India in 1982, but no law has yet been enacted. As a result, backward States like Bihar, Orissa and West Bengal too are deprived of
this.

It is not only that. I told you day before yesterday regarding the royalty on minerals. By no stretch of imagination royalty on minerals is to
be imposed by the Centre under the Constitution. It is not at all within the power of the Centre. Itis a State subject. Itis there in the
State List listed as ltem No. 50...(Interruptions)

MR. CHAIRMAN : Now, you have to wind up. We are running out of time.
SHRITRILOCHAN KANUNGO : Should | stop inthe middle? If you want that, 1 will do that.
MR. CHAIRMAN: | am requesting you to wind up as soon as possible.

SHRITRILOCHAN KANUNGO : | am doing that. But you are taking most of my time. | shall not take much time because |am a new
Member. | have not yet become a problem to the Chair. The old Members are there. Only, they are the problems to the Chair. Please
remember that the new Members are not your problem...(Interruptions)

Coming to the subject, royalty has been fixed by the Centre. Again, royalty has been revised arbitrarily. Royalty has not been fixed as
per the provision of the Act. Royalty has been fixed as per the caprice of the Central Government. As a result, | am telling you that
Orissa alone is losing about Rs.500 crore every year. How can Orissa improve its infrastructure? How will it provide money for social
services like education and health? These are the problems. These are the pertinent things that | am raising before the august House
to have a rethinking in the 50th Year of the Republic. This should be borne in mind. We should revise it accordingly. Unless we do that,
unless the micro-economic imbalances are corrected, | tell you that all the macro-economic achievements will become meaningless. |
feel it is absolutely a futile exercise. | shall tell you this boldly.

I know the ability of the hon. Finance Minister for quite a number of years. But | would again request him to look into the area to which
the successive Governments have turned a blind eye.

Last but not the least, | have made a request to the Finance Minister, to the Prime Minister and to the President of India to extend the
term of the Eleventh Finance Commission. Let the Eleventh Finance Commission give an Interim Report for 1999-2000 and then for
five years because the Members of the Thirteenth Lok Sabha will get ample time and opportunity to interact with them. | tell you why |
have told this thing. All the successive Finance Commissions have been given the responsibility to suggest means for sound finances
both of the Centre and the States. But not a single Finance Commission has ever made such recommendations to that effect. | have
requested the Govt. to extend the term so that the hon. Members of the Thirteenth Lok Sabha would get an opportunity to interact with
them. | hope the Finance Minister and the Union Government will look into it.

With these words, | conclude.

SHRIMATIGEETA MUKHERJEE (PANSKURA): Madam, at the outset, | would like to say that we all know that the economic situation
of most of the States is very bad. Some of the States are not being able to pay the salaries of their employees. Under the
circumstances, the recommendation of the Tenth Finance Commission to give the States 29 per cent of the total revenue has not
been carried out.

">At least that should have been there. | would have liked to see it in this supplementary Budget. West Bengal wanted Rs. 721 crore
for flood, etc. Unfortunately, there is no provision for that in this Budget. | do not want to go into the details again about Orissa.



Naturally, Orissa will need much more money.

">| was the first person to reach Bhopal after the Bhopal gas tragedy. So many years have passed and so many Governments have
gone. Unfortunately even after 14 years, they have to come and beg for their compensation. | see that Rs. 177 crore have been
allocated this time. | hope that this amount will really reach the victims of the gas tragedy and solve this problem once and for all.

">Now, | find that an amount of Rs. 50 crore is being given as an advance to the Central Government employees for buying motorcars.
| do not know the necessity to give this amount now when there is so much financial crunch.

">Then, |find that Rs. 8 crore have been given to the National Reconstruction Corps. Who are the people in the National
Reconstruction Corps? Is that not an outfit of the RSS? Is it a fact that this money has been given for financing the hidden agenda?

">Now, last but not the least is the question of black money. I would like to know how much black money has been realised during this
period. Everybody knows that if we could realise the black money, then, we shall not be in trouble because of our finances. But no
serious attempt is being made for retrieving the black money. Therefore, | would like to know from the hon. Minister how much effort
has been made in this regard. This being the situation, naturally, |am not in a position to support the supplementary Budget.
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SHRIV.P. SINGH BADNORE (BHILWARA): Madam, Chairperson, | thank you for giving me an opportunity to speak on the
Supplementary Demands for Grants. | support them. This is the Thirteenth Lok Sabha. Some people say the number 13 is a very
unlucky number.

">SHRIRAVIPRAKASH VERMA (KHERI): Who says?

">SHRIV.P. SINGH BADNORE : Some people have said it. But the Thirteenth Lok Sabha seems to be a lucky one. There is a
turnaround in the economy of the country. There was a recessionary trend for some time. That seems to be over. That was because of
so many factors. There was a world wide phenomenon and there was a recession in most of the countries. The Asian tigers were also
facing a lot of economic crisis.

">| think the captains of the industries of our country have also welcomed the NDA"s agenda. It is supported by the Congress also.
Madam, let me come to the point. There is some worrying factor which needs to be addressed by the Finance Minister.

">ltis true that the IRA, FEMA, TRIPS Patents and Trade Mark Bills are all coming up and they have been welcomed also. But the
worrying factor is that as to why the industries in India are closing. Why is it that the joint ventures made by most of our big industries
are being bought over by the MNCs? If this trend goes on in the new millennium, in the 21st Century, in ten years, | suppose, most of
our big industries would have been bought over by the MNCs. Now, have you really thought about it? | am not right now talking about
swadeshi and videshi. Let us forget this. We are all in favour of giving a boost to the industry and this is what | am talking about. Have



you really given this a thought? | think, it was a welcome idea and it was good that the captains of our industry were also taken to
Seattle. They were also a part of the discussions there. But the worrying factor is that unless we give them a level-playing field, | think,
they will not survive.

">Let us take the example of the car industry. | do not want India to go back to the days of Ambassador and the Fiat. Those days are
over. But still can Indica compete with the Honda or Toyota? Can they compete with all these modern cars? Even that one industry, the
Tatas, which has a name, will not be able to survive in the 21st Century. This is what | want to ask you about.

">Madam, the other problem is that they do not have the investment which is required for taking up the competition of the MNCs. Have
you thought about that? If the money which they raise here is at the rate of 14 per cent to 17 per cent and the money that the MNCs are
getting at three per cent to four per cent, then | want to ask whether there is a level playing field.

">Then, there is also a problem that you have to think about. There are advantages and disadvantages of globalisation, of free market
access, but unless all these problems are addressed, | think, our industries are going to face a big problem.

">MR. CHAIRMAN : Thank you very much for being brief and to the point.
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DR. NITISH SENGUPTA (CONTAI): Thank you Madam, Chairperson. First of all, | would like to thank the hon. Finance Minister for the
excellent macro-economic management of the economy in the last two years or so. May | remind him, through you, Madam, in his last
Budget speech he mentioned that he was going to introduce a "Zero based" Budgetting and now | would like to know whether he took
any steps in that direction or not; if so, with what results.

">Madam, Chairperson, the basic problems in the economy today is, as | conceive it, in the Budget for instance, it is consumption of
expenditure, the Government has totally failed to contain consumption expenditure; secondly, failure to bring about reforms and turn
around in the public sector; and thirdly, related to it, is the question of subsidy -- failure to control subsidy.

">Madam, Chairperson, while | do support these grants fully, | also oppose some of the points made by some of the Members of the
Opposition who asked as to why is it so big an amount, Rs. 1600 crore. The hon. Finance Minister could not have anticipated the
Kargil war or the Orissa cyclone. At the same time, | also sympathise with the position of the Union Finance Minister who every year
expects that at least some Ministries would come to his rescue by producing a surplus but year after year he faces only newer and
larger demands from his colleagues.

">lt has become a psychological process that no Ministry would ever try to prepare its Budget for a lesser figure than the previous
years"s one. It is almost a kind of a compulsion that they have to project a figure larger than the previous year"s figure.

">Madam, Chairperson, macroeconomic parameters, as | said, are all very sound. Our economy has got a momentum of its own
where it is taking off without the kind of daily dispensation of policy favours by the Government of the day which we were accustomed



until about a decade or so. Subsidy has to be controlled. In public consumption expenditure, the biggest item perhaps is subsidy. For
instance, fertiliser subsidy was only of the level of not more than Rs.300 crore in 1979 when it was introduced. | do not know what itis
today.

">Coming to public sector reform, Rs.6 lakh crore are lying invested in various Central and State public sector units. Itis a very critical
area. Evenif it had got a retumn of five per cent to 10 per cent on the massive investment of Rs.6 lakh crore, the Government, whether
at the Centre or in the States, would not have been in such a sorry state. But nothing much has been done in this regard. it may be
partly due to lack of political will or maybe due to tremendous political pressure. Let us take the example of a company which
produces gold in Karnataka. | remember the production details of a company. The production cost of that company was about
Rs.11,500 per 10 grams of gold while the sale price for years was only Rs.4,500. You can well understand what the position would be
when the nation has to subsidise to the extend of the difference between eleven and a half thousand rupees and four and a half
thousand rupees. But it has gone on for three-four decades. There is nothing wrong in subsidy but it must come from a sector which is
generating a surplus. We have reduced our Central Government"s financial position to such an extent that no sector is generating
surplus now. Every sector is discounting more and more. Somehow, we seem to lack the political will to be tough and to control some
of these areas.

With these few words, | support the Supplementary Demands for Grants completely.
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SHRIM.O.H. FAROOK (PONDICHERRY): Madam Chairperson, | thank you for having given me an opportunity to speak. | would like
to draw the attention of the hon. Finance Minister to a difficult situation which we are facing in our State of Pondicherry. You know very
well that my State is living on your Grants as well as the taxation which we get out of sales tax. You have brought forward this uniform
taxation which | fully support. But there are difficulties which we are facing. One third of our Budget is our revenue and one third is our
Plan performance. The other is Grants. But by applying this uniform taxation in the Union Territory of Pondicherry, you are just giving a
very big blow to the whole economy of the State. Therefore, when you take up the case of uniform taxation which | support in all its
aspects, you have to take Pondicherry in a different level. What | would like to plead before you is, please treat Pondicherry on par with
the North-Eastern States on special status as far as the taxation is concerned.

">| would like to say that there is no raw material in my State. We have to get raw material from outside and there are more than 400
medium scale and small-scale industries which are thriving. If you apply this uniform taxation in Pondicherry, you would be not only
throwing more than two lak people into unemployment, but it will also be a severe blow to this Union Territory. | would like to appeal to
the hon. Finance Minister of this country to take a pragmatic view of the whole situation in his larger vision and kind heart and find out
a solution as far as Pondicherry is concerned.

">Therefore, | plead with you that our interests should be protected. While the bigger States can talk on very many subjects, | have to
bring to your notice only this subject. My Chief Minister and | gave a representation to you. Please go through the representation and
try to solve this problem.

">We are under the Ministry of Home Affairs. There are certain pay anomalies about which the Ministry is satisfied and which the
Ministry referred to the Expenditure Secretary. There are problems which have been there since the implementation of the Fifth
Central Pay Commission"s recommendations. Our Thasildar"s matter has been pending with you for a long time. It has been
approved by the Government of Pondicherry and sent to the Home Ministry, which has examined it thoroughly. | would like that such
small problems are sorted out easily.

">Please do not apply the same yardstick which you apply to other States. Kindly take a sympathetic attitude towards our State so that
| can also thrive under the shadow of the Minister of Finance.
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">SHRI TRILOCHAN KANUNGO : It is the subsidy on non-merit goods and services; not on merit goods and services.
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THE MINISTER OF FINANCE (SHRIYASHWANT SINHA): Madam, Chairperson, | must begin by thanking the hon. Members of this
House not only for having participated in such a lively manner in this debate but also for having sat up late so that we could complete
this business of Supplementary Demand. If | have only one regret, it is here that my friend of over three decades, Shri Mani Shankar
Aiyar is not here to hear the reply.

">Madam, Chairperson, those Members -- and | suppose all of us -- who are familiar with Parliamentary practice are aware of the fact
that according to the traditions and according to the Parliamentary practice, Governments bring three Supplementary Demands - one
inthe Monsoon Session of Parliament, the other in the Winter Session, and the final one along with the Budget. This is the tradition.
Unfortunately, as the Lok Sabha was dissolved, we could not bring the first batch of Supplementary Demands for this year in the
Monsoon Session of Parliament, and therefore, this Supplementary Demand that we have brought is actually two Supplementary
Demands and not one. | would like the hon. Members to please remember that the size of the Supplementary Demands and the net
cash outgo of Rs.14323.79 crore is on account of the fact that it is two Supplementary Demands in one.

">Now, other issue which has been raised in the House by many hon. Members is in regard to management of the finances of the
Government of India in a manner that such Supplementary Demands do not become necessary. Naturally, a conclusion which has
been drawn is that because we are poor in management, therefore, it has become necessary for us to bring a Supplementary
Demand of this kind. Shri Mani Shankar Aiyar is not here but Shri Rupchand Pal is here. He questioned about a number of items
which | will deal with very quickly explaining as to why we did not anticipate this at the time of framing the Budget.

">l must say that the Members have been very kind to me and they have said that these Rs.3243 crore on account of Defence
Services which is ascribed to the Kargil Operation could not have been anticipated. It is a matter of opinion whether it could have
been. A point was raised whether we could not have anticipated the Defence pension which amounts to Rs.3676 crore and civil
pension of another Rs.500 crore and over Rs.4000 crore going by way of pension and various other allowances for retired personnel.
It could not have been anticipated as we do not prepare the estimates in the Finance Ministry. The estimates come to us from the
various Ministries. In this particular case the estimates would come to us from the Ministry of Defence and we would examine them, of
course. But they are the once who would know what exactly is their requirement under this Head for the whole year. They also could not
anticipate it at all because of the Fifth Pay Commission. It could not be anticipated because the arrears on account of Fifth Pay
Commission are trickling in. There are many issues in relation to Fifth Pay Commission which are still being seftled.

">Another Member, Shri M.O.H. Farook, who has now gone away, raised an issue of some pay scales relating to Union Territory
Senvices. Many issues relating to the Pay Commission are still being settled and this pension payment is spread over various banks
all over the country, treasuries all over the country, even a part of Nepal and the exact amount just cannot be calculated. This is a
situation that we faced last year; this is a situation that we are facing this year. It is only when the demand materialises that it becomes
possible for us to provide for it in the Budget. Therefore, Iwould like to plead that it was not on account of any effort or any desire on
my part to conceal parts of the expenditure that | told the Ministry of Defence to suppress Rs.3600 crore of Defence pensions, arrears
and other allowances

">and to allow me to fiddle with the fiscal deficit. No. | could not have done it. | will plead with Members not to ascribe such lowly
practices to me. Therefore, these two points are explained.

">Extended Ways and Means of Advances to the States, Rs.3000 crore. This was an issue raised as to why we did not anticipate it. It
was very loudly raised in this House. We are such dumb people that we could not anticipate this and therefore we did not provide for it
and now | am coming surreptitiously through a supplementary demand and am trying to raise it. Madam Chairperson, | will take just
two minutes of the valuable time of this House on this point. The National Development Council held a meeting on the 19th February
1998. In the National Development Council also the same point was made which has been made in this House, namely that the
finances of the States have been literally rent asunder, that they have been completely devastated because of the impact of the Fifth
Pay Commission. Rs.20,000 crore is the additional impact of the Fifth Pay Commission on the finances of the State Governments.
So, Chief Minister after Chief Minister who spoke in the NDC meeting told the Prime Minister that they cannot face the situation and
something ought to be done.



">The Prime Minister, when he was winding up, instructed me as the Finance Minister of the Government of India that | should call a
meeting, as quickly as possible, of Chief Ministers and Finance Ministers of various States and sit down with them to work out what
exactly needed to be done in order to bail the States out. | could call that meeting on the 20th March 1999, 20 or 21 days after the
Budget had been presented. In this meeting with the State Finance Ministers and some Chief Ministers who attended it we could
reach certain conclusions. The conclusions were that the Government of India will constitute a high powered committee under the
Chairmanship of the Secretary of the Planning Commission, the Secretary (Expenditure) of the Finance Ministry will be a member,
and that we will discuss the issue with each State Government because there was no one solution. We knew, the States knew that
there were structural problems relating to each State. Each State was in a different category. There was no one category. Therefore,
we decided and each State Government accepted that while the Government of India should come forward to help the State
Governments, the States must also take steps to help themselves.

">Therefore, the idea came that we sit down and discuss a medium term structural adjustment plan with the State Governments. We
took a number of steps to see that from April this year itself we started helping the States in a much more effective manner than we
had done in previous years. These discussions went on and with many States we have reached an understanding and there are many
States with which we are in dialogue and we will be reaching an understanding. We are putting our heads together with them. [am
discussing it with the Chief Ministers to find out how the fiscal problem of the States can be taken care of. We have now evolved the
Fiscal Facility Fund of Rs.3000 crore in order to be able to help the States get over their problem this year and in the medium term,
that is, three to five years. Thatis why, this provision could not have been made in the Budget. It came after the Budget. This is the first
opportunity where | could come to Parliament and take the approval of Parliament for this Fiscal Facility Fund. So, this could not have
been anticipated. This is something that we are doing to help the State Governments.

">20.00 hrs.

"> would like to say this because Shri Mani Shankar Aiyar also made the point that because the NDA consists of so many allies, | am,
therefore, under pressure to let go the fiscal discipline and help the States which are in alliance with us or the political parties which
are governing some State or the other. | can assure the House, through you, Madam, that there is no politics whatsoever when |
discussed these issues with the Chief Ministers of the States. We have here nine States with which we have entered into some kind of
an understanding in regard to fiscal correction programmes. These States are Mizoram, Punjab, Himachal Pradesh, Rajasthan,
Nagaland, Orissa, Manipur, Sikkim and Uttar Pradesh. Can anyone tell me that this is based on politics? Can anyone say that | am
favouring the Government of Rajasthan or the Government of Orissa because they belong to an alliance partner of the NDA? No. We
are looking at each State and we are trying to help that State and helping it means that we are sitting down with the State and working
out a plan of action so that the State concerned could correct the fiscal situation.

">| entirely agree that the fiscal situation has to be corrected. So, the sum of Rs.3000 crore could not have been anticipated. This is a
facility that l am creating for the first time. | am taking the credit for the fact that at no point of time has any other Finance Minister
created such a facility to help the State Governments. We have the ways and means facility. But this extended ways and means facility
is a special facility to help the State Governments.

">Then there is Rs.850 crore Central Plan Assistance etc. The total adds up to Rs.13,769 crore. About Motor Car Advance and the
House Building Advance, Shrimati Geeta Mukherjee can say that we should not give it to the employees. But there is an obligation
because these are provided for by rules and we cannot anticipate the whole expenditure. It all depends on how many people want it.
So, there is Rs.200 crore provision for that. All these add up to Rs.13,769 crore out of a total of Rs.14,323 crore. The point that | am
making is that the bulk of this expenditure could not have been anticipated when | was framing the Budget, when | was preparing the
Expenditure Statement for 1999-2000. There is absolutely no trick, no fiddle in this. | have not done anything of which | could stand
before this House and feel sorry about.

| am grateful to the various hon. Members of the House. Shri Mani Shankar Aiyar, Shri Nitish Sengupta and some other hon. Members
referred to the fact that the economic indicators are looking good. They are looking good. But itis not | alone who am saying this. In
fact, lwas very cautious. | agree with Shri Mani Shankar Aiyar that no Finance Minister can afford to be over-optimistic. | am certainly
not over-optimistic. | am certainly not complacent. | shall never rest on my oars. | was the one who described, when we had the first
quarter results of this year, that there are tender sings of revival. "Tender" is the word that | had used. Then, the second quarter results
came in. There was some confirmation of the fact that the revival was going to hold. Then, we have the part of the third quarter which
indicates that things are looking up. But we will have to continue to work hard in order to ensure that this revival of the Indian economy
is sustained. Nobody is under any delusion - certainly | am not - in regard to what needs to be done.

Shri Mani Shankar Aiyar was asking me whether | am able or lucky, whether it is all happening by itself or whether the Government
could take some credit. | would not like to take the time of the House in claiming credit. But, perhaps, it is both. | have here the figures
of the growth in cement and steel, the two sectors which had been very badly affected by the recession. Cement production has grown
in the first six months of this fiscal year by 18.8 per cent and steel production has gone up by 4.3 per cent. It is improving continuously. |
can certainly take credit for the fact that it is because of the concessions that | had announced for housing and for construction in this
Budget that all these activities have picked up and that is leading to greater consumption of cement and steel.

Now, there are sectoral imbalances. Those sectoral imbalances will have to be corrected. We are continuously reviewing the
programme and the various aspects of economic development. | would only like to say that, yes, it is true. Many of us are here.
Certainly, Shri Mani Shankar Aiyar and | were Members of the Joint Parliamentary Committee.

SHRIV.P. SINGH BADNORE : You are not replying to Shri Mani Shankar Aiyar. Are you? ... (Interruptions) We are also contributing to
the debate.

SHRIYASHWANT SINHA: He started the debate. ... (Interruptions)
SHRITRILOCHAN KANUNGO : What about the regional imbalances?

SHRIYASHWANT SINHA: |am coming to that.



We were Members of the Joint Parliamentary Committee. Therefore, nobody is more acutely aware of what goes on in the stock
market than perhaps me because | not only was a Member of the Committee which studied it but | am also the Minister of Finance of
this country today. But | would like to say because | have said this in this House before - that if the stock markets have gone up, we
should not look for some scam somewhere or there is no point in being a prophet of doom and saying that this is going to burst. Just
because it has gone up, it must burst. | am not interested in where the Mumbai Sensexis. | am only interested as the Finance Minister
of this country in the safety of the market. As far as the safety of the market is concerned and as far as the security of the investors is
concerned, | have no hesitation in saying that the various steps which have been taken by the market regulator, namely, SEBI, there is
absolutely no danger of that thing happening and the market being in any kind of danger.

Now, the question was raised in regard to road cess because one of the items here is Rs. 1,900 crore for repair and construction of
the national highways. Now, Madam Chairperson, you would know it better than anybody else that when the Minister of Finance makes
his Budget speech in Parliament, there are many things which he says and which have not been provided for in the Expenditure
Budget which is prepared weeks in advance. If we wait for the finalisation of the speech, then neither the Revenue Budget nor the
Expenditure Budget will ever be able to see the light of the day. So, the Expenditure Budget is prepared. Then, the Revenue Budgetis
prepared. Finally, the speechis prepared. In the speech, we include it. This is not merely me but all Ministers of Finance have done it
before me. We include a number of new ideas. The surcharge in excise duty of Re. 1 on diesel was one such idea that we introduced
in order to garner resources for helping improvement of the national highways network in this country. Therefore, it could not have been
provided for in the Budget. All the money could not have been provided for in the Budget. That is why Supplementary Demands are
there. The whole system operates like that. That is why we are providing Rs. 1,900 crore by way of Supplementary Demands to help
construction of national highways.

Iwould also like to clarify, Madam Chairperson, through you that it is not a cess. The Cess Bill will come later to the House. That is
under preparation. Then, it will go from the Consolidated Fund of India to a separate Fund which will be the Central Road Cess Fund
or whatever name it is given. At the moment, all this money is coming to the Consolidated Fund of India. From here, it has to be
distributed for the purpose of construction of national highways and even other highways. So, that is as far as the road cess is
concerned.

Now, a number of other issues have been raised in the course of this debate. One issue which has beenraised is in regard to the
Calamity Relief Fund. Now, it is not Rs. 100 crore as Dr. Raghuvansh Prasad Singh has said. It has to be raised to Rs. 1,000 crore. |
think, the Calamity Relief Fund or National Calamity Relief Fund or National Fund for Calamity Relief has been discussed in this
House before. But the National Fund for Calamity Relief was recommended by the Tenth Finance Commission. That Fund was set up.
It had a corpus of Rs. 700 crore. It got exhausted in the first three years. Now under that Head, we have no money.

That fund is a joint fund, 25 per cent comes from the State and 75 per cent comes from the Government of India. That is how this fund
is built up. Now, apart from the National Fund, there are State funds also. When Tilakdhariji, who comes from a constituency adjacent
to mine, was making the point about Bihar Cyclone, then the State Calamity Relief Fund has been created with a view to meeting the
requirements of smaller natural calamities in each State. It is only when a national calamity of a rare severity takse place in some parts
of the country that we make money available from the National Fund for Calamity Relief. In this particular case we have not waited and
we will not wait.

As far as Orissa is concerned, we have gone full stream ahead and given all the assistance that Orissa wanted. | would like to take
this House into confidence that the then Chief Minister of Orissa had come to see me a couple of weeks ago. He told me that he
needed Rs.300 crore. Rs.300 crore is all that he asked for. He needed Rs.300 crore to help people rebuild their houses and |, without
batting an eyelid, Madam Chairperson, told him, "Mr. Chief Minister you have these Rs.300 crore, go, spend itand do not bother
about anything else. The relief work in Orissa should not be held up because you are looking at the colour of money. We will square up
the account at the end of the year. There is no problem." There has been no problem in regard to that.

But at this point of time, there is absolutely no difficulty in that regard. | had clarified it in the House the other day when | was answering
a question that the procedure is well settled, the State which is afflicted by a natural calamity, not the kind that Orissa has had but West
Bengal, for instance, or Bihar or any other State, they have to approach the Ministry of Agriculture. The Ministry of Agriculture
constitutes a team. That team goes there, studies the whole thing. The State Government makes its representation and then they
make their recommendation. If, from the Natural Calamity Relief Fund, some assistance has to be given, then there is a Committee of
Chief Ministers which meets and decides how much money should be given to each State. We will follow that procedure. There is
absolutely no difficulty, as far as any other State is concerned.

Now, the question of whether | am anti-poor, pro-poor, anti-rich, this that and the other. | am sorry that some hon. Members of this
House have raised those irrelevant issues, absolutely irrelevant issues. | do not want to join issue with them. But here | have The
Economic Times of 30th August 1999. Second time it has been said in this House that | am the nominee of the Cll -just because
somebody from the Cllin some wretched debate which | did not watch because | was not here, | was in my constituency at that time
fighting elections and waiting for the results -- said that Yashwant Sinha should continue as Finance Minister. | was the incumbent
Finance Minister. It was not that | was dropping from the Heaven. | was the Finance Minister of this country, but the question was
whether [ will continue as the Finance Minister or not continue as the Finance Minister. If somebody said, ‘I should be the Finance
Minister of this country”, | do not know what great sin has been committed and what nexus it establishes. How does it make me pro-
rich. | feel extremely hurt.

If | were to throw it back, I have this The Economic Times of 30th August, as | said, which says, "CEOs want Vajpayee as the PM, want
Manmohan as FM."

This was a survey carried out of the Chief Executives of corporate India and 61.4 per cent voted for Shri Atal Behari Vajpayee as their
favourite Prime Minister; 59.9 per cent voted for Shri Manmohan Singh as their favourite Finance Minister; only 20.8 per cent voted for
me as the nextin the line; and poor Shri Chidambaram was only 13.2 per cent. Now, can | hold this against Dr. Manmohan Singh and
say that he is a laity of the capitalists, corporate, this that and so on. Just because one goes to their functions, | will say, *Yes, if lam



invited by an trade association, any industry association, | will go, just I go to a Khadi and Village Industries Commission function, just
as lwill go to a farmer"s function." All these days that | have been the Finance Minister, | have not been spending my time dining and
wining with the CII.

So, what is this charge that is being levelled in this House?
MR. CHAIRMAN : | do not think that you should take it that way.

SHRI YASHWANT SINHA : No Madam, | feel hurt if it is repeated. Dr. Raghuvansh Prasad Singh was saying that | have no care for the
poor as if | have been elected from London or New York or where, | do not know. He knows how poor my constituency is. ...
(Interruptions)

DR. NITISH SENGUPTA : He was joking ... (Interruptions)

SHRIYASHWANT SINHA : He said it very seriously. ... (Interruptions)
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SHRI YASHWANT SINHA : Madam Chairperson, | would like to say that there are various important issues regarding the economic
development of this country. Now, this is not the occasion to discuss it in any great detail or give reply to all those issues. There are
issues of regional disparities; there are issues of class disparities; and there are issues of incentives to industry, incentives to
agriculture.

Iwould like to end by saying that this Government headed by Shri Atal Bihari Vajpayee, in the President's Address, has made its
intentions absolutely clear. The Prime Minister has said it very clearly that we are going to re-orient our development policy, the entire
development policy, in order to ensure that the poor people in the rural areas get roads so that there is rural connectivity; they get
power; they get water, both for drinking as well as for irrigation; they get housing; they get schools; they get hospitals; and finally, they
get employment. These are the seven core objectives of this Government. We are going to have a total re-look at the whole thing in
order to make sure that most of the development funds go to meet these basic needs. | would like to assure the Members of this
House, Madam Chairperson, through you, that this Government will be second to none in subserving the interests of the farmers, of the
toiling masses. We are totally committed to them and there should be no doubt whatsoever about our total commitment to this class of
people.

(ends)
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SHRI K.H. MUNIYAPPA (KOLAR): May | know from the hon. Minister the Budget allocation for SC and ST. Is it not less than five per

cent? You kindly explain if it is not more than five per cent. ... (Interruptions)

SHRI YASHWANT SINHA: The Budget allocation is given in the Expenditure statement. Please go and have a look atit. ltis all
published documents.

MR. CHAIRMAN : | shall now put the Supplementary Demands for Grants (General) for 1999-2000 to vote.
The question is:

"That the respective supplementary sums not exceeding the amounts on Revenue Account and Capital Account shown in the third
column of the Order Paper be granted to the President out of the Consolidated Fund of India to defray the charges that will come in
course of payment during the year ending 31st day of March, 2000, in respect of the following demands entered in the second column
thereof - Demand Nos. 3, 5 and 6, 8 to 12, 15, 17 to 20, 23, 29 and 30, 33, 38 and 39, 42 and 43, 45 to 48, 53 to 55, 57 to 59, 62, 65
to 67,69, 71,73,75t0 77,79, 81,83 to 85, 87,95 and 101 to 103."

The motion was adopted.



