Title: Continued General discussion on the Budget (General) for 1998-99 and Demands for Excess Grants
No.13,14,17,65 and 81 in respect of the Budget (General) for 1995-96. Shri Yashwant Sinha replied to the
debate. Motion under Consideration - adopted
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">*SHRI ANNASAHEB M.K. PATIL (ERANDOL) : Hon'ble Speaker, I beg to lay my speech on the General
Budget for the year 1998-99 on the Table on the House.

At the outset I congratulate the Hon'ble Prime Minister, Shri Atal Bihari Vajpayee and Hon'ble Finanace
Minister, Shri Yashwant Sinha for their bold action to represent the revolutionary Budget. Sir, this Budget is a
unique one and is the only Budget to consider the real problems of all the Indians.

This budget 1s good for all the Indian inhabitants dwelling in cities & villages.

I welcome the solution to the problems of agriculturists & rural masses. The true India is in Villages and the
Government has taken very essential and proper steps to uplift the villagefolks. It is heartening to note that the
plan allocation to the Ministry of Agriculture is by 58%. It is also heartening to note that Rs. 1627 crore have
been kept for Rural Water Supply to benefit one lakh inhabitation - irrigation and water development
programmes are welcomed. Various Steps to boost the morale and credibility of the farmers is praiseworthy.

In the Industrial field more attention is given to sustain the financial and market constraints. I welcome the
support of Central Government to the ruining state of small & big industries. The Finance Minister reflected his
1mage in improving the conditions of common men for their needs of food, clothing and shelter.

In the sphere of shelter he has brought various schemes of housing.

No progress of India would be achieved if we do not pay attention to infrastructure and therefore the steps taken
in the direction of development of infrastructure in the Budget are most creditable. Moreover the Budget



provision of increased outlay to the tune of 35% in Energy, transport and communication is a well-voiced
decision.

I must congratulate the Finance Minister for his consideration and previsions of enough increased funds for
education, youth development programmes, free education to girls and so on.

*Speech was laid on the Table.

The Finance Minister has also considered various encouraging schemes on Finance and Capital Markets, inflow
of capital through NRIs, Disinvestment in PSUs, Direct & Indirect taxes.

I once again congratulate the Hon'ble Prime Minister, the Finance Minister and the Government for presenting
such an excellent Budget for all Indians.
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">*SHRI VINOD KHANNA (GURDASPUR): Sir, I would like to congratulate our Finance Minister, Shri
Yashwant Sinha on presenting the Bharatiya Janata Party's maiden Union Budget. He had an unenviable task,
having inherited a legacy of almost fifty years of inefficient handling of our economy.

As India enters the 21st century, there are many daunting challenges that face our great country. I believe that
our Honourable Finance Minister has made a valiant effort to remedy the complex problems that face our nation.
This Budget has provided a new thrust to our ailing economy by providing support in critical areas so as to
catalyse growth, while displaying prudent fiscal management. Realizing that the economy had slowed down due
to the absence of spending in the infrastructure sector and other core areas, the Finance Minister has sought to
provide the needed impetus for the development of these crucial sectors.

Much has been said in support of the Budget, and I do not wish to repeat what has been stated. The essential
areas addressed by the Budget are expansive, with the key features focusing on:

* Agriculture and Rural Development
* Small Scale Industry

* Private Investment in Industry

* Housing

* Infrastructure

* Education and the Youth

* Information Technology

* Fiance and Capital Markets

* Non-resident Indians

* Public Sector Reform, and

* Direct and Indirect Taxes

*Speech was laid on the Table.

Sir, I hail from the film industry, and now represent Gurdaspur in Parliament, which is a largely rural
constituency. On the face of it, there cannot be two more diverse worlds, one that appears to be ethereal, and
one, which is rooted solidly in the earth. Yet it is the film world that has taught me a lot. one of my earliest
lessons being "Mero Gaon Mera Desh". As the film profession took me often to the hinterland of India, I



realised that the essence and the future of India lie in its villages. So, I would like to concentrate on the
provisions of the Budget dealing with agricultural and rural development, and the film industry.

Sir, I whole heartedly endorse the view that if there is one sector that has the potential to bring about a higher
plane of economic growth and development in India, it is the agricultural sector. In fact, it is an area that
demands the attention of the world.

The world over we see a shift from surplus to scarcity. By the year 2020, the population of the world is expected
to go from 5.7 billion to 8 billion, and food output will have to increase from 1.8 billion tonnes to 3 billion
tonnes just to keep up with the growth in population. With existing trends however, it is expected that declining
grain outputs will lead to a grain shortage of 286 million tonnes by the year 2020. Agriculture will in the future
be driven by the need to get more from the same resources. With the world fish catch stagnating at 115 million
tonnes and milk output stagnating at 387 million tonnes, we will have to get more output from the land than
from the sea. Even from the land, 80 per cent of growth will have to be through the intensification of outputs
from existing lands, with an emphasis on multi-cropping, productivity, and a shift in focus to post-production
operations.

India is the third largest agriculture produce in the world, being the largest producer of tea, sugar, fruits,
vegetables and milk, and the second largest producer of rice. Yet, we have the largest wastage in the world.
Thirty per cent of our fruits and vegetables and eight per cent of our cereals get wasted. Our food output is
lagging behind our population growth, and to feed our increased population in the year 2020, we will have to
increase our food output by 66 per cent over our current output.

In this scenario, I applaud Shri Sinha for giving due importance to the agricultural sector in his Budget, which is
in line with our National Agenda of doubling food grain production, as stated by our Honourable Prime
Minister, Shri Atal Bihari Vajapaye.

Plan allocation to the Ministry of Agricultural has been increased by 58%, and that for the Watershed
Development Programme has been increased 31%. the allocation for Accelerated Irrigation Benefit Programme
has also been increased by 58%.

Sir, during my election campaign, an issue was made of a non-issue. It was falsely alleged that I did not even
drink the water of Punjab. Sir, I relish the water of Punjab, and I believe that we are much more fortunate in
Punjab that many of our brothers and sisters in the rest of our motherland, who are compelled to drink putrescent
water. In the circumstances, | laud the allocation of Rs. 1627 crore for rural water supply which is to benefit one
lakh habitations.

I fully endorse the marginal increase in the price of urea to protect the long-term health of our soil by restoring
the balance on the use of nitrogenous, phosphatic and potassic fertilisers.

The Finance Minister may, however, consider exempting imported Naptha from the levy of 8% special, non-
modvatable, additional duty of customs, as Naphtha is the basic raw material for the production of fertiliser
industry. This eight per cent levy on Naphtha will lead to a cost push effect and effect domestic industry
adversely, and in the long term will also impact the agricultural sector. I therefore urge the Finance Minister to
kindly consider providing exemption to Naphtha from the levy of 8% special, non-modivatable ADC.

I commend the multi-pronged boost to rural credit in the Budget.

Sir, I believe that there is tremendous scope for improvement in our agricultural sector. Our potential is
enormous. We can increase our output by 900 million tonnes per annum, which is worth US § 78 billion, and is
150% of our current produce if we attain the same levels of productivity as our neighbours in China. We can
generate 12 crores of additional employment from wasteland development alone. And we can increase our
exports by Rs. 10,000 crores through the processing and export of the 30% wasted fruits and vegetables.



Sir, I have seen for myself that our farmers are as hard working as, if not more so, than those anywhere in the
world. While they form the bedrock of our society and our economy, they have unfortunately not received the
support they deserved from successive governments over the last fifty years or so. I, therefore, would once again
like to congratulate our Finance Minister on giving due importance to agriculture sector.

Sir, while the film industry is extremely thankful to the Finance Minister for having considered some of its long
overdue demands, on behalf of the film industry, I would like to bring to the attention of Shri Sinha a few
anomalies. The film industry feels that additional customs duty of 8 per cent should not be levied on the import
of positive and negative raw film as raw film 1s not manufactured in India at all, but is imported to the country.
Similarly, the film industry urges that no additional customs duty of 8 per cent should be levied on the import of
motion picture cameras, digital recording and mixing machines and laboratories' printing machinery as none of
these items are manufactured in India.

Sir, whereas customs duty on Jumbo roles of colour positive and negative raw film has been reduced from 25 per
cent to 10 per cent, we request you to instead apply this reduction in duty to finished roles of 1,000 ft. or 400 ft.
each, as Jumbo roles are not imported into India.

Sir, the film industry is also hopeful that measures will be taken to rationalise the contradictory interpretations
by the income tax authorities as regards Section 80 (II) (C) of the Income Tax Act. The film industry urges that
income from the export of the Indian films be exempt from income tax, as is income from other exports.

Sir, with these words, I, once again, commend the Finance Minister on the Budget he has presented.
">15.01 hrs

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Mr. Speaker, Sir, I rise to reply to the discussion
which has taken place in this House, spread over the last three days. But, before I proceed with the discussion on
the Budget, [ would like to respond to a very important issue which the hon. Member, Shri Natwar Singh has
raised. Though it 1s not within the jurisdiction of the Ministry of Finance, still on behalf of the Government I
would like to assure the hon. Member and the entire House that Kashmir is an inalienable part of India, will
remain so and that there is no way in which anyone can coerce India into discussing Kashmir in any other forum
except bilaterally with Pakistan. That is the policy of the Government and that will continue to be the position of
the Government of India.

Mr. Speaker, Sir, we left this House this morning at 3.00 o' clock. The discussion on the Budget continued. Some
really interested, faithful Members who wanted to express their points of view on the various aspects of the
Budget stayed on, including some very senior leaders like Shri Motilal Vora.

SHRI P. SHIV SHANKER (TENALI): When you said, ‘some faithful hon. Members', do you mean others are
not faithful?

SHRI YASHWANT SINHA: No, I did not mean it.

SHRI MURLI DEORA (MUMBAI SOUTH): The others are more faithful as they were watching it on
television.

SHRI YASHWANT SINHA: We carried on a long discussion. About 56 hon. Members of this House have taken
part in the Budget discussion. I am grateful to each one of them for the interventions that they have made. I am
particularly grateful to the Members of the Opposition for the positive aspects which they have identified and
appreciated in the Budget. I am very grateful to the Members of the Treasury Benches that they have picked on
the weeknesses of the Budget and pointed them out in this House. This has been the spirit in which this Budget
has been discussed in this House, which is extremely encouraging for me.

Sir, we got off to a very impressive start by Shri Murli Deora opening on behalf of the Congress Party. I
listended intently to what he had to say for almost an hour. I found that when he took off, he had on board our



friends from the Left who kept on appreciating, applauding and praising the remarks that he was making until he
ditched them midway. And, when he started supporting some of the other aspects of the Budget, the Left kept
quiet and they disassociated themselves from the approach which he was enunciating on behalf of the Congress

Party.
SHRI INDRAJIT GUPTA (MIDNAPORE): Then the Right took over!
SHRI YASHWANT SINHA: Yes.

We had a brilliant intervention from my immediate predecessor, Shri Chidambaram who kept the House spell-
bound for nearly 60 minutes. Everyone listened to him with rapt attention including myself and I have taken
copious notes of the points which he has made. I have taken copious notes of the points which have been made
by all the hon. Members, and as I proceed it will be my endeavour to cover as many of the points which have
been made as possible within the time at my disposal. While I say, Shri Chidambaram made an absolutely
superb speech, the danger of the immediate predecessor speaking on the Budget of his immediate successor is
always a little dicey. I recognised it and, therefore, when I was the Finance Minister for a brief period and Dr.
Manmohan Singh succeeded me, I was the Member of the other House. I never intervened once in the Budget
debate.

I go on to the philosophy and the other issue which Shri Chidambaram has raised, but I will refer to two issues
right in the beginning because I found that he was trying to take some mileage out of these two issues which
really when I enquired into the matter, I found that they were not perhaps the issues on which he should have
tried to take that mileage.

He is not present in the House now. He had come to me after his intervention and he had told me that he had
some urgent preoccupation in Chennai and he might leave. One of the issues on which there were cries of
‘shame, shame' from the Opposition benches was the issue of handlooms. Shri Chidambaram told the House that
84 lakh people were engaged in the handlooms sector; that that was one of the most important sectors and; that I
had reduced the allocation in the Budget for the handlooms sector. I have checked it up in the expenditure
statement of this year's Budget. I find that the only Head under which the handlooms budget has been reduced is
the Head of Janata Cloth Scheme where the allocation has been reduced from Rs.30 crore in the RE of previous
year to Rs.10 crore in the BE of this year. When I went into the detail I found that this reduction became possible
because the Janata Cloth Scheme which was subsidised by the Government was closed down when Shri
Chidambaram was the Finance Minister. I could not have made provision for a scheme which he had closed
down. When I deduct that Rs.20 crore, I find that there is absolutely nothing in the Budget provision for the
handlooms sector on which anyone could take any exception.

The other point which he raised -- on which my friend Shri Baalu immediately got up and demanded that the
Finance Minister must immediately explain the position -- was the case of the Infrastructure Development
Finance Corporation (IDFC), which Shri Chidambaram had set up when he was the Finance Minister. He said
that though he located the headquarters of this institution in Chennai, the Board meetings were being held
mostly in Mumbai. He was very angry. He asked as to why this was happening. He told me that I must do
something immediately. I have checked up on the facts. The first meeting of the IDFC was held on the 5th of
February, 1997. Until February, 1998, a period of 12 months, eight meetings of IDFC Board have been held, all
this during the period when Shri Chidambaram was the Finance Minister. Except one meeting which was held in
Chennai, all the other meetings have been held outside Chennai - six of them in Mumbai and one in Delhi. There
is only one meeting which was held in May after I had taken over and that was held in Mumbai. I am told,
without any intervention from my side, that the first Annual General Meeting of the IDFC is taking place on
June 26, at Chennai. I have nothing to do with it. I do not claim any credit for it. They had already taken that
decision. But the fact for which I will take credit before this House is that I have instructed the IDFC that they
must, as far as possible, hold all their Board meetings in Chennai in future.



meetings at Chennai. The question was of having the headquarters located at Chennai. My point was whether
you were going to have the headquarters of IDFC at Chennai or not.

SHRI YASHWANT SINHA: It is already located in Chennai.

As I said, the positive features of the Budget have been appreciated even by Members of the Opposition for
which I am extremely grateful. But, some aspects have been strongly criticised. When my friend Shri Murli
Deora was speaking on the Budget, he even read out from some media reports in the House on what somebody
has said and some other commentator has said about this Budget. I have been left wondering, "After all, what is
it that I have done in this Budget that I am being subjected to all this criticism?"

What is it? It has not taken me long to find the answer. The criticism is, Sir, it arises from the fact that I have
tried to establish a balance in this Budget. Shri Chidambaram told me, "You should never talk of reforming the
reform process." We have talked of reforming the reform process and we shall continue to talk of reforming the
reform process until the reform process is reformed. And the criticism that I am facing as the Finance Minister
of this country, of this Government arises out of the fact that we are trying to reform the reform process.

I have heard the debate which had taken place and which had again spread over three days on the problems
faced by the farmers of this country, the suicides which they were committing. This House spent three precious
days discussing that very very human and important issue. While delivering my Budget Speech, I said, it would
be the endeavour of the Government to ensure that no farmer committed suicide, no farmer even went to jail for
this.

Now, what is the commentary that I received. In one of the papers - I will draw the attention of Shri Maran, I
will not name the paper, and I will not name the author - this is what the author has to say. I quote:

"If you sit back with your eyes closed during the early part of Mr. Sinha's speech, it could well have been Mrs.
Gandhi holding fort."

It is very flattering for me to be compared to that great lady. When I am quoting, this Government is determined
to create conditions so that no farmer goes to jail for a loan repayment default. Now, what is the further
comment? Why a farmer on earth should be put above the law? I would like the House to take note of it. Never
mind the survey across the length and breadth of the country would be hard put to come across many instances
of anyone, least of all a farmer rotting in jail, because of non-payment of bank dues. They may be in jail for
umpteen other reasons, but non-payment of bank dues is not one of them. This is the mindset. You talk about the
farmers in this House, you will not be understood - I am not talking of this House, I am talking of outside, you
will not be understood - it will not be appreciated, because I tried to establish a balance in this Budget. Balance
of what? The balance was between agriculture, between rural development, between rural employment, between
small scale industries, between housing, especially on the rural sector, between infrastructure, between
something for the NRIs on the one hand and tax reforms, financial sector reforms, capital market, PSUs reforms,
insurance, promotion of foreign direct investment on the other. This is the balance that I was trying to establish
in this Budget and that is the reason why this Budget is being rubbished. I would like to say with all the
emphasis at my command, Sir, that whatever be the criticism, as I said, in my Budget speech, if we have picked
up the flag in our hand, nothing shall daunt us, we shall continue to march forward because that is the direction,
that 1s the goal in which the Government would like to take the country.

There 1s no way 1n which we shall, as in the past, neglect the interests of rural community in order to please
some other sections of society. It has been said, there is no focus. It is so because it 1s a balanced Budget. If it
was imbalanced, then there would have been a focus. It has been said, it is a pedestrian Budget because I have
talked of a common man in this Budget. Therefore, it is a pedestrian Budget. I accept the criticism. Shri Maran is
not here. While quoting some newspapers he said that it lacks vision.

It is because other people have put on blinkers, that is why my Budget lacks vision.



Sir, there is a philosophy and this philosophy is not something which we crafted in the Budget. This is the
philosophy on which all of us on this side of the House have been working for a long time. We have had our
differences with the seven years of the reform process and I am making absolutely no secret of it.

When I was listening to Shri Bhajan Lal speaking from here on behalf of the Congress Party, with the best
intention and best will in the world, I could not differ with him because he was talking of the Kisans of rural
India, of rural development and saying all kinds of things which we have been saying when we were in the
Opposition. Now, we always said and this is what we have reflected in our national agenda of governance that
we shall proceed with reforms, we shall proceed with liberalisation. But the sequencing of the reform process is
very very important and proper sequencing, as we understand it, enjoins upon us to first open up the internal
economy. We must remove all those constraints in regard to the internal economy which still exists and
thereafter we are saying, we must calibrate globalisation. Calibrate globalisation, this is what we are saying. We
are against mindless globalisation and I would repeat it once again that that will continue to be our policy.

Shri Chidambaram also made the point that what is the philosophy of this Budget. You cannot spend your way to
growth. You cannot achieve prosperity by spending. He said, "'investments must be encouraged'. He was quoting
his predecessor, Dr. Manmohan Singh in support of his thesis. I agree with him. I have no difference in
approach. He tried expenditure, he tried to spend his way to growth but that is not the way [ am planning
expenditure in this Budget. It is not consumption expenditure which I am increasing like Shri Chidambaram did.
It is investment expenditure in this Budget which I have enhanced significantly, considerably.

I have said, Sir, if I could quote from my Budget Speech briefly, that "as far as infrastructure is concerned, it is
not merely the Government expenditure to provide a strong stimulus to infrastructure in larger public and private
investment in these sectors' but also I recognise the role of investment. I recognise the role which investment
must play in growth, both public as well as private, and that is the approach in this Paper. It is not consumption
expenditure of which I am talking. When I have increased the plan to Rs.72,000 crore, which is an all time high,
I am not talking of consumption expenditure when I have increased the expenditure over infrastructure, I am not
talking of consumption expenditure. When I have increased expenditure over the rural infrastructure, [ am not
talking of consumption expenditure. Something like 10,000 to 15,000 crores of rupees worth of additional
money is going to flow into the rural areas as a result of this Budget and that is going to generate demand.

What is the philosophy of this Budget? The philosophy of this Budget is that demand must be generated in order
to give momentum to this economy and that demand will come from sectors where the largest number of our
people live, from the rural areas. If the rural areas do not generate demand, there is no way in which only urban
India, industrial India can go forward at the cost of rural India. Therefore, I have taken all those steps. It is not
merely good social policy, it is good economics that demand must be generated. It is only when that kind of
demand is generated that the investment demand will be generated. It is when that sector does well that we will
be able to do well on the export front. That is the approach in this Budget.

Shri Murli Deora was very concerned and generally, I am also concerned at what was happening to the Bombay
Stock Exchange.

No Finance Minister makes the Budget for the Stock Exchange, he makes the Budget for the people of the
country. I am not disregarding the Stock Exchange. Mind you, I am not one of them. I do not believe in what one
of my predecessors had said. ... (Interruptions)

SHRI MURLI DEORA: I had talked about the entire capital market of India and do not say, *‘Mumbai Stock
Exchange'. The capital market is not confined to the Stock Exchange only. You know that. ... (Interruptions)

SHRI YASHWANT SINHA: I will come to that.

Sir, I was looking at the figures. I am sure that my friend, Shri Murli Deora must be equally aware of them
because he represents Mumbai. What has been the position in the last five years? After each Budget, there has
been a steep decline in the Sensex. After each of the four Budget of Dr. Manmohan Singh and one of Shri P.
Chidambaram, the Mumbai Sensex went down like anything. It was only once, in all these five, six years, only



once, after Shri Chidambaram's famous ‘dream Budget' of last year, the Sensex went up. Sir, I would prefer to be
in the company of Dr. Manmohan Singh than in the company of Shri P. Chidambaram. I would like that the year
should end as well as those years ended rather than the year of the famous "dream Budget' when the Sensex went
up immediately after the Budget. I have great regard for Dr. Manmohan Singh. I had disagreed with Dr.
Manmohan Singh then also when he said, "I do not lose my sleep over the stock market.' I worry about the stock
market. | am concerned with the stock market also among other things. And, therefore, Sir, in the Budget, we
had outlined a number of steps to improve the capital market. Did I not say that we would bring a law to bring
trading in derivatives possible? I said it in my Budget speech. On that day, immediately after I read my Budget
speech, I had also tried to find out what had depressed the market. That was because I did not say anything about
buy back of shares. That is what it was. Now, my predecessor, Shri P. Chidambaram had made a mention of this.
He said that the then Government was committed to buy back of shares. That Government went without
implementing that. ... (Interruptions)
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Now, Sir, as far as buy back of shares is concerned, I am in touch with my colleague. When Shri P.
Chidambaram was the Minister of Finance, the Company Law Board was under his charge. It is now with my
colleague, the Law Minister. I am in touch with the Law Minister. I did not want to repeat an empty promise in
this Budget. There was no point because my predecessor had already said it in the last year's Budget. Therefore,
Sir, as far as buy back of shares is concerned, we will take a view in consultation with my colleague, the
Company Affairs Minister because it lies within his jurisdiction and he must be consulted in the process. So, it 1s
nothing, I mean, we are not doing anything to artificially depress the market just as we will not do anything to
artificially prop up the market. The market has its own discipline. The market behaves in its own way.

The other point which was made was in regard to the assumptions made in the Budget. Various hon. Members
said, “You have made assumptions. You said that you are going to spend more money but it is not going to come
true.' This was the criticism which was made. I am surprised that among others, Shri P. Chidambaram also made
that criticism. Here I have got some figures. He said, "Shri C. Subramaniam, when he was the Finance Minister
and presenting the Budget, had very proudly presented the Budget which had crossed Rs. 100 crore because in
those days Rs. 100 crore had a meaning.' He said that Shri Yashwant Sinha is the first Finance Minister, who is
presenting the Budget which has crossed Rs. 1 lakh crore as far as the Central Plan was concerned. He went on
to say, ‘But he is not going to achieve it.'

Then, let me come to Internal Extra Budgetary Resources (IEBR). IEBR is an important part of the Central plan
in every year. | have been looking at the figures. Every year, there has been a shortfall. In 1991, it was 5.7 per
cent. Then it came to 6.1 per cent and 10.4 per cent. It was 5.8 per cent in 1994-95. It was 8.2 per cent in 1995-
96. It was 1.28 per cent in 1996-97. It was 14.9 per cent in 1997-98. In the last dream Budget of Shri
Chidambaram, the shortfall on the IEBR fund was almost 15 per cent. He said that because there was a shortfall
on the IEBR, your figures would also not be achieved.
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Now I cannot buy that argument. In these two years of Shri Chidambaram, the IEBR was 12.8 and 14.9 per cent.
I know he faced difficulties. He himself said in this House that there were two Governments; one Government
came and went and the other Government came. His whole plan was disturbed. I am not blaming him. But I
would like to assure the House that the plan that we have made and the plan projections that I have put before



this House are something we have every intentions of achieving. I would go personally after the PSUs which
have to raise these international extra budgetary resources. Sir, there will be a personal monitoring at my level to
make sure that they do get these resources which we have put for them in this Budget and I am quite confident
that the kind of abysmal performance which has preceded in the last two years will not be repeated this year.

Again you might say that I have depressed the expenditure and I have raised the revenue. I have again looked at
all these figures carefully. Now I must make my projections. Every Finance Minister has the right to make
projections and the House has the right, the country has the right and the people have a right to judge whether
those projections are genuine, realistic or not. [ would like to tell you there have been shortfalls. In 1993-94, Dr.
Manmohan Singh, presented a Budget where he said that the fiscal deficit would be of the order of 4.6 per cent.
What was the fiscal deficit at the end of the year? It was 7.4 per cent. Things went wrong. He could not control
the situation. So the fiscal deficit went way beyond 7.4 per cent. Shri Chidambaram had said last year that he
would control the fiscal deficit at 4.5 per cent. There were circumstances beyond his control. He could not do
anything and the fiscal deficit had gone up to 6.1 per cent. Now I will take the fiscal deficit at 5.6 per cent. I
could have also gone back to 5 per cent. I could have impressed a number of rating agencies and international
investors by saying that it is going to be five per cent. I could have gone back to that. But I wanted to be realistic
and that is why, I have fixed it at 5.6 per cent. And I intend not only to keep it there but also [ want to improve
upon that performance. If 5.6 per cent at the end of the year becomes six per cent, [ will be a very sad person.
But if it goes back to 5.3 to 5 per cent, then I will come before this House and say we have been able to do well.
That is the kind of approach that I have in this Budget.

I had looked at the expenditure GDP figures. I have looked at the tax GDP figures and there is nothing
absolutely to suggest that any of these figures are unrealistic. [ will not take the time of the House in repeating
those figures.

Now in the debate, every Member, who spoke from the Opposition parties and some from this side, expressed
concern in regard to sanctions. What is going to be the impact of sanctions? How are we going to meet the
challenge of sanctions? This is what was pointed out. [ have some figures. I again do not want to blame anyone.
But I would like to say that there was a pressure. The rupee, the capital market and every other issues have been
raised. Why did the rupee come under pressure? Why did the capital markets depress?

Sir, if we have globalised our economy in the last seven years, if we have gone global then I have said this in the
other House than we cannot just say that we will take whatever is beneficial to us and we will reject what is
adverse. We have to take the good with the bad.

Is 1t because of my Budget that the Hangseng in Hongkong has fallen? Is it because of my Budget that the Yen
has touched an all time low against the dollar, to 146 Yen? It was less than 100. Shri Natwar Singh would
remember that there was a time when the Yen was against the dollar and it had come down below 100 Yen per §$.
Today it has gone up to 146. East Asia melted down. We are all aware of what happened and what is happening
to East Asia. If we are a global economy, all these things are going to impact upon us. They will create pressure
and we will have to find solutions to them. It was not because of sanctions alone that this is happening. It is
because of a very peculiar situation obtaining in East Asia.

MR. SPEAKER: Shri Yashwant Sinha, one minute. Hon. Members, at 3.30 p.m. the House has to take the
Private Members' Business and Resolutions. The reply of the Finance Minister is not yet completed. If the
House agrees we shall take up the Private Members' Business after the House passes the Demands for Excess
Grants and the Appropriation Bills. Please continue, Mr. Minister.

SHRI S. JAIPAL REDDY (MAHABUBNAGAR): I suggest that the Private Members' Business may be taken
up after the Discussion under Rule 193. We have been waiting for so many days. You were good enough to
include it.



MR. SPEAKER: Shri Jaipal Reddy, please understand. There is no time for the Discussion under Rule 193 now.
It will remain alive for later consideration in consultation with the BAC.

SHRI S. JAIPAL REDDY : No, no, you have made a solemn promise to discuss it, after what happened in
Maruti.

MR. SPEAKER: Please continue, Shri Yashwant Sinha. Shri Jaipal Reddy, you must understand.
SHRI S. JAIPAL REDDY : What is the difficulty? We can go back to the discussion after one hour.
MR. SPEAKER: Let the reply be complete.

SHRI BASU DEB ACHARIA (BANKURA): After the reply is over the Discussion under Rule 193 should be
taken up.

SHRI YASHWANT SINHA: I was saying that there have been pressures on the rupee. Shri Deora will recall that
in February 1996 the rupee had touched a level of Rs.38 to a dollar; Rs.38 to a dollar in February 1996. We were
aware of the pressure which was created on the rupee as a result of East Asian melt down in November 1997.
We are aware of the steps and measures the UF Government had to take in January 1998 in order to arrest the
decline. Shri Jaipal Reddy a Member of that Cabinet is sitting in the House. These things happen and it is the
duty of the Government of the day to ensure that orderly conditions prevail and I would like to assure this House
and, through this House, the people of this country that this Government is all determined both to maintain the
stability of the currency as well as the stock market. We will do whatever it needs to be done in order to ensure
that.

I would like to point out one thing. The risk premium at the secondary market has jumped by about 200 to 250
points following the East Asian prices. It had jumped, however, by about 100 points after the imposition of the
sanctions. But it 1s now running by about 50 basic points compared to March 1998.

A question was raised about the sanctions. My colleague the Commerce Minister said that [ would deal with in
reply to the Budget debate. The sanctions have been imposed. But the only country in the world which has
imposed sanctiones is the U.S.A. No other country has imposed sanctions. Other countries for their own reasons
may have deferred or frozen the overseas development assistance that they extend to this country. But no other
country has said that it was imposing sanctions on India.

countries for their own reasons may have deferred or frozen the overseas development assistance that they
extend to this country. But no other country has said that it was imposing sanctions on India.

It is only the United States which has a law which makes it mandatory for them to impose sanctions and the U.S.
has imposed that sanction. But the U.S. has not, till date, defined the scope of that sanction. Now, when I am told
have I not factored the sanctions into my Budget, then what do I do? What was the choice before me? The
choice was that I could have gone to the hon. Prime Minister; I could have come before this House and I would
have said that I am postponing presentation of the Budget until the U.S. defines the scope of its sanctions; until
the other countries make clear how they are going to deal with us, and,then, I will come with my Budget.
(Interruptions).

SHRI SHARAD PAWAR (BARAMATI): No one wants to postpone it.

SHRI RAJESH PILOT (DAUSA): You could have a contingency plan. (Interruptions). SHRI YASHWANT
SINHA: I am saying that [ have been asked why I have not factored the sanctions in my Budget. I could not
have. There was no way in which I could have because none of my budgetary figures are going to be affected by
either U.S. sanctions or because of deferment of the loans temporarily by any other country. Everyone knows
that we have a long pipeline.
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I would like to assure the House, through you, Sir, that there is nothing which could have compelled me to factor
the impact of sanctions or the deferment of loans in this Budget because no on-going project has been stopped
and all the disbursements are going on as usual. Yes, I have said, 50 basis point. Some impact might be there
after the sanctions are defined on commercial flows and I will take care of that.

I would like to say to this House, through you, Sir, when the sanctions come, when the world unites to make life
difficult for India, then will that be a time when we shall be divided between the Treasury Benches and the
Opposition? Would not this nation stand up as one person and face the challenge which the world shall throw
upon us? That is the way in which this country shall face the question of sanctions.

Now, it has been pointed out that this Budget is inflationary.

FEd g ST, 9g 7 F |

Now, those who know about these things would know that there are various factors which affect the rate of
inflation. One of them is a supply of money, M-3 as it is called. Unfortunately, last year, it went up beyond the
target which had been fixed. It grew by something like 17.5 per cent. We all know that M-3 impacts with a lag
and that lag may well be there this year. | am not denying it. (Interruptions). This year, as far as M-3 growth is
concerned, we are determined to keep it at the target level of 15 to 15.5 per cent. This is about M-3.

Then, I will come to growing rate of wholesale price. It has gone up. It was something like 5 per cent; now it has
gone up to about 6.5 per cent. I have gone into the whole question in some detail. I find that there are two items
which have contributed to this growth 1n inflation, that is, vegetables and fruits. Why only vegetables and fruits?
Potato alone has gone up by 315 per cent. Kumari Mamata Banerjee was making that point yesterday.

Yes, 315 per cent because 1t had been a bad year. We all know, we are aware of the unseasonal rains, the
continuance of the cold spell, as a result of which these produces have been affected and as a result of which the
prices have gone up. But the beneficiary is the kisan of this country. Yes... (Interruptions).

SOME HON. MEMBERS: No.
SHRI YASHWANT SINHA: Yes.
AN HON. MEMBER: Beneficiary is the middleman, not the farmer.

SHRI YASHWANT SINHA: Sir, last year there was a glut of potato crop. The potato crop had rotten in the
fields. The farmers ran from pillar to post. They did not get the proper price. They suffered huge losses. But then
this is seasonal.

AN HON. MEMBER: Last year potato was selling at Re. 1 per kilogram.

SHRI YASHWANT SINHA: Yes, sometimes the farmer loses because there is a glut, sometimes the farmer
gains because there is short supply. This is what has happened. I have carefully looked at the rate of inflation and
the commodity price index and I would like to assure the House that apart from fruits and vegetables and some
edible oils, there is absolutely nothing in the rate of inflation which suggests that there is a secular growth
upward. There is no secular growth.



SHRIMATI GEETA MUKHERIJEE (PANSKURA): Excuse me, Shri Sinha.

SHRI YASHWANT SINHA: I am not yielding, Madam. I lose my chain of thought.

SHRIMATI GEETA MUKHERIJEE : Have you consulted Mrs. Sinha about the daily expenditure?
SHRI S. JAIPAL REDDY : He will not consult her. She belongs to our party.

SHRI YASHWANT SINHA: Sir, there is nothing which points to a general direction 1n rise in prices. These are
seasonal factors. We will get over them and we will keep the prices under control.

It has been pointed out by many Members that the Budget is anti-farmer. How is it anti-farmer? We have not
looked at the whole slew of schemes that I have proposed in the Budget for the farmers. I have a small note here
from a report which said that a very eminent scientist, Shri M.S. Swaminathan, while talking about this Budget,
had said that: "This Budget will impart growth to the rural economy, to agriculture." That is his opinion. He does
not belong to the BJP or to the ruling coalition.

Now, why am I being criticised? One point was picked up, that is, urea. In deference to the wishes which have
been expressed by the Members on this side and in deference to the wishes of Shri Murli Deora who has some
potted plants in his apartment in Mumbai, the Government has decided to withdraw even that 50 paise per
kilogram which was there...(Interruptions).
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SHRI YASHWANT SINHA: Sir, I can understand the discomfiture of some sections in this House but we
decided that we would not let that small, little thing remain between a pro-farmer budget and us and, therefore,
we have taken this decision in the larger interest of the farming community...(Interruptions)
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MR. SPEAKER: Shri Rajveer Singh, please sit down.
... (Interruptions)

SHRI YASHWANT SINHA: Mr. Speaker, it has also been said that the Budget militates against the interest of
the common man. Now, I can anticipate that the definition of the common man might vary, but there are whole
lot of things in this Budget. The first thing is micro-banking. Why have I given so much importance to micro-
banking in this Budget? Because it was not possible for the common man, the common person in the village to
go and secure a loan of Rs. 500. I know of people in the area in which I live. There are widows and other women
who would work during the day, who would go from field to field to collect vegetables and sell them in the
nearest urban conglomerate, but they will not get Rs. 500 to buy vegetables. There are artisans, there are
craftsmen and there are weavers who want to buy tools and set up their own little shop and workshop, but they
will not get Rs. 2,000 or Rs. 5,000 from the bank because they do not have any maan-baap. That is why, I have
introduced this concept of micro-banking.

I have said that we will do it through self-help groups. I know that it is not physically possible for any bank to
have so many people who can go into into every rural area. So, we will organise them. Sir, I call upon all the
Members of this House that when they go back to their constituencies, they should talk about this scheme of
self-help groups. Let us form those self-help groups. Let us involve the NGOs. Let us set up new NGOs so that
the poor people, the common people in the villages and rural areas ....(Interruptions)

PROF. P.J. KURIEN (MAVELIKARA): There is nothing new. This is something which we are having from the
time of Indiraji.
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SHRI YASHWANT SINHA: Sir, nothing is ever new. This is something which we want to push forward in a
very big way. Somebody was saying that there was nothing big in this Budget. He said so because this is
something which will not appear to be big. If two lakh families are covered in the rural areas, 1t may not be big
for them; it is big for me, it is big for us. Therefore, this is what we are doing.

Regarding safe drinking water, our Government has assured this House with all the emphasis at our command
that we shall see that there is not a single village in this country which does not have potable water in the next
five years. We wish to attack this problem as strongly as possible, and ensure that we provide drinking water. ....
(Interruptions)
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SHRI SANSUMA KHUNGGUR BWISWMUTHIARY (KOKRAJHAR): Sir, I would like to draw your
attention in this regard ....(Interruptions)

MR. SPEAKER: Please do not do this. Please have order in the House. No more clarifications please.
... (Interruptions)

SHRI YASHWANT SINHA: I am coming to that. We have had discussions on the suggestions that [ have made
in this Budget in regard to public sector undertakings.

SHRI SANSUMA KHUNGGUR BWISWMUTHIARY (KOKRAJHAR): You have scheme for providing
drinking water etc. for rural poor people....(Interruptions)

MR. SPEAKER: He is not yielding. Please take your seat.

SHRI SANSUMA KHUNGGUR BWISWMUTHIARY : Where the State Government is not interested in
providing that sort of a facility, what action will be taken by the Government of India? ....(Interruptions)

MR. SPEAKER: Nothing will go on record.
(Interruptions)*
MR. SPEAKER: Shri Bwiswmuthiary, please take your seat. He is not yielding.

SHRI YASHWANT SINHA: Sir, when i1t came to public sector reform and when it came to insurance, it was
exactly the point at which our friends from the Left Parties got off the aircraft of Shri Murli Deora because he
was supporting these measures in the Budget.

SHRI BASU DEB ACHARIA (BANKURA): That was his personal view.

SHRI YASHWANT SINHA: Mr. Speaker, Sir, I would like to say and I would like to assure Mamtaji also that it
is not the intention of the Government to close any undertaking which can be revived and we shall do all that is
within our power to make sure that closed undertakings are revived. In order to make that happen, in less than
three months that we have been in office, we had already taken a decision to revive - Prof. Soz is not here; he
was talking about Jammu and Kashmir - the Watch Unit of the HMT in Srinagar. We are spending Government's
money to revive that unit. We have taken a decision to convert loans of Rs.791 crore into non-cumulative
preference capital shares and give a fresh loan of a huge amount to revive the Visakhapatnam Steel Plant which
was in difficulty.

KUMARI MAMATA BANERJEE (CALCUTTA SOUTH): What about the modernisation of IISCO?
SHRI YASHWANT SINHA: That is also under our consideration.

Sir, we have restructured the main frame of the Computer Unit of the Electronics Corporation of India and I am
personally looking into every case of a public sector undertaking where it can be revived. But I would like to
plead before you that it has been said that a unit cannot be revived by all studies repeatedly carried out by
independent people.

KUMARI MAMATA BANERJEE (CALCUTTA SOUTH): It is the State Government.

SHRI YASHWANT SINHA: Yes. (Interruptions) What do we do on that?

*Not recorded.
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SHRI PRAMOTHES MUKHERJEE (BERHAMPORE) (WB): Mr. Speaker, Sir, the hon. Minister should make
a comment on the National Textiles Corporation. (Interruptions)

MR. SPEAKER: Shri Pramothes Mukherjee, he is not yielding. Please take your seat.
... (Interruptions)

SHRI YASHWANT SINHA: Sir, we have offered a very interesting, a very attractive package to the workers.
(Interruptions)
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SHRI PRAMOTHES MUKHERIJEE : Sir, the Minister should make a comment about....(Interruptions)
MR. SPEAKER: Shri Pramothes Mukherjee, he is not yielding. Please take your seat.
... (Interruptions)

SHRI YASHWANT SINHA: Sir, he has spoken. I have not spoken. [ did not interrupt him. He was speaking last
night. Did I interrupt him when he was speaking? Why is he interrupting me? (Interruptions)

MR. SPEAKER: Shri Pramothes Mukherjee, please take your seat.

SHRI YASHWANT SINHA: Sir, the point which I would like to make is that if a worker wants to work we have
offered him a very attractive package for him. We all want him to work. Nobody is happy when we take the
salary home to him and say: "there is no work for you, you just remain idle, sit at home and do not do any
work." This is not the kind of society that we want to build and therefore, I had announced a package. Now we
are trying to improve upon that package. I would like to take this House into confidence and inform the House
that the Prime Minister has already appointed a Group of Ministers to go into that package to make it more
attractive so that there is absolutely no problem and, wherever it is necessary, in public interest to take such
decision keeping in view the interest of the workers uppermost in our minds, it is only in those cases that such a
step will be taken. I would like to assure the House that we are not anti-worker in any way and it will be entirely
wrong to suggest that.

SHRI YASHWANT SINHA: It is my privilege to yield to her ... (Interruptions).



SHRI N.K. PREMCHANDRAN (QUILON): You are always yielding to that side. Why are you not yielding to
this side? ... (Interruptions).

SHRI SATYA PAL JAIN (CHANDIGARH): She is a lady. She has been given the right... (Interruptions).

SHRI PRAMOTHES MUKHERIJEE : Mr. Minister, I would request you to make a comment on the National
Textile Corporation... (Interruptions). People are dying of starvation... (Interruptions)

MR. SPEAKER: Shri Mukherjee, please sit down.
... (Interruptions)

KUMARI MAMATA BANERIJEE : Sir, they are spoiling the situation ... (Interruptions). Sir, [ want to assure the
hon. Members from Bengal... (Interruptions).

SHRI N.K. PREMCHANDRAN : Sir, who is she to assure us?... (Interruptions).
KUMARI MAMATA BANERIEE : Sir, they have spoiled the situation... (Interruptions).

SHRI YASHWANT SINHA: Sir, on the question of exports, a number of Members made the points. Shri Murli
Deora also referred to it. He said that we are not giving importance to exports. I would like to inform the House
that this 1s one of those rare occasions where the Exim Policy preceded the Budget. Normally, the Budget comes
first and the Export-Import Policy comes later. Due to the peculiar situation obtaining this year, my colleague,
the Minister for Commerce announced the Export-Import Policy first in April and the Budget came later in the
month of June. A number of very significant steps have been announced in the Export-Import Policy. Exports
are very important for us. Therefore, there is no way in which the topmost attention and priority will not be
given to exports. In the slew of measures which have been announced by the Governor, Reserve Bank of India
yesterday, export credit has been made cheaper and we are committed to doing everything which is within our
power to see that India's exports pick up. It is not a fantastic news but it 1s re-assuring that as against minus ten
per cent growth last year in April, this year, at least, there has been a positive growth of two per cent. As the year
goes on, I am quite confident that we shall be able to do better on the export front with the kind of measures that
we have in mind.
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SHRI YASHWANT SINHA: Sir, every policy must be judged by its implementation. I agree with that. If we fail
on the implementation front then this Budget will not succeed ... (Interruptions).

THE MINISTER OF STATE IN THE MINISTRY OF RAILWAYS, MINISTER OF STATE IN THE
MINISTRY OF PARLIAMENTARY AFFAIRS AND MINISTER OF STATE IN THE MINISTRY OF
PLANNING AND PROGRAMME IMPLEMENTATION (SHRI RAM NAIK): Sir, it is highly objectionable.
Every now and then he is interrupting.
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(At this stage Shri Lalu Prasad and some other hon. Members left the House)

16.00 hrs.
Sir, I will just finish in five minutes.

Sir, with a view to better implementation, what is it that we are going to do? I have said in my Budget Speech
and I would like to draw the attention of this House once again that this whole concept of Plan and non-Plan,
this whole concept of Capital and Revenue in our Budget is absolutely a distortion. Therefore, this need a fresh
look. I have said in my Budget Speech that we propose to appoint a Task Force, which will look into the concept
of Plan and non-Plan and Capital and Revenue. We will have two "Heads'. One "Head' will be "Development',
and another ‘Head' will be "Non-Development'. This will clearly show the distribution of Government
expenditure between development and non-development.

We have also said that there are a plethora of schemes that are Centrally-sponsored. We all, representing the
people of our constituencies here, are aware of the fact that if you go and ask any officer in the field, he will not
be able to name those schemes, much less implement them. Therefore, Sir, we have decided that we will adopt a
uniform pattern. We will decentralise the planning process. There 1s no way in which anyone sitting in Delhi
should decide whether a village should have a road first or a school building first or should have drinking water
first or should have any other facility first. Therefore, this is a responsibility which must be given to the
democratic institutions at that level, and we must have faith in those democratic institutions. Therefore, we wish
to decentralise expenditure and we wish to decentralise the authority further. This also will be covered by the
Task Force.

Then, there are a whole lot of employment schemes. ... (Interruptions)
MR. SPEAKER: Please do not disturb him. Please take your seat.

SHRI YASHWANT SINHA: We have decided that there will be two types of schemes -- the self-employment
scheme and the wage employment scheme.

Now, Sir, [ will come to some other important things which I have to say. Many hon. Members have expressed
concern about the likely impact of the special additional customs duty of eight per cent that I have proposed in
my Budget. Some Members have suggested that I should withdraw this levy, and some others have suggested
that while it is desirable in principle, the incidence may be reduced, lest it result in a significant rise of cost of
production. I have also received a large number of representations from various sectors of trade and industry in
this regard. They have generally asked that while the rate of special additional duty may be reduced to about
four per cent at par with Central Sales Tax rate, the levy may be extended to traders as well. This is their
suggestion. I am grateful for the views expressed by the hon. Members. I have given my very careful
consideration to this matter taking into account the views expressed on behalf of various sectors of industry also.
I find that the consensus is that while the levy is justified to afford a level playing field to the domestic
producers, the cumulative burden of duty at the rate of eight per cent may be a bit too high, especially in view of
the development on the rupee front in recent days. In deference to the wishes expressed by the hon. Members
and balancing the interest of domestic producers and the consumers, I propose to reduce the rate of duty from
eight per cent to four per cent.

Sir, demands have also been made from some quarters for imposing this duty on traders. I am unable to do so for
the simple reason that the justification for this levy lies in imposing duty where local taxes are not payable and
traded goods pay local duty, therefore, I have decided to exclude them from this levy.

The exporters have also represented to me that the levy may affect their export effort. This is not my intention.
As I have said, it is our policy to maximise exports. I have, therefore, decided that the special additional duty
will not apply to inputs and capital goods imported under special export-related schemes.



I have also decided to allow drawback of the special additional duty of customs which might be levied at the
time of import for export-production. For this purpose, I will move an amendment in the Finance Bill at the
appropriate time.

I am just expressing the intent.
These changes will be notified with effect from tomorrow in regard to this.

Now I would also like to inform the House, through you, that I have received a number of representations
against the proposed withdrawal of exemption from withholding tax on interest paid by Indian companies on
foreign bonds. While the general principle of extending withholding tax requirements 1s sound, many investors
and organisations have argued that this exemption is a longstanding practice and this removal will disturb
financing arrangements for projects, especially in infrastructure in environment which is somewhat volatile at
this moment.

Keeping in view the importance of strengthening investment activities and specially investment in infrastructure,
I reconsidered the matter and decided to continue this exemption. Necessary amendment will be brought in the
Finance Bill.

I have also received a number of other representations on a specific indirect tax changes proposed in the Budget.
(Interruptions) We shall study these representations very carefully and consider any modifications are needed at
the time of consideration of the Finance Bill.

In the meantime, I have instructed the Revenue Department to take special care to ensure that newly assessable
units are not put to any inconvenience. Therefore, until a decision in regard to the representations received has
been taken by us ...

SHRI HARIN PATHAK (AHMEDABAD): Will they do it now?
SHRI YASHWANT SINHA: Not for the time being. That is what I mean by inconvenience.

Therefore, these are some of the decisions which we have taken. When we come to discuss the Finance Bill, 1
will, if there are issues after consideration, come forth with amendments as usual on our own. Now that we have
removed some of the issues in this Budget which were impinging on some specific interests, I think that there
will be absolutely no objection even from the point of view of the Opposition benches in getting this Budget
now passed unanimously.

MR. SPEAKER: I shall now put the Demands for Excess Grants (General) for 1995-96.
The question is :

"That the respective excess sums not exceeding the amounts shown in the third column of the Order Paper be
granted to the President out of the Consolidated Fund of India to make good the excess on the respective grants
during the year ended 3 1st day of March, 1996 in respect of the following demands entered in the second
column thereof: -

Demand Nos. 13, 14, 17, 65 and 81."

The motion was adopted.
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