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they may be posted as a peon.in some
office or school. But where should |
appoint them as a peon? There are no fac-
tories in Ballia, nor are any industrialists
ready to go there. In that case where
should these educated people go? | regret
to say that Bombay, Calcutta and Delhi are
full of people from Ballia. The only reason
behind this is that there is no job or work in
Ballia as a result of which its people are
scattered in every corner of the country. In
such a situation, | request that some facto-
nes should be set up in Ballia so that the
educated people may earn their daily
bread.

[English)

MR. CHAIRMAN ' Mr. Choudhary, how
much time would you require to conclude
your speech ?

[Transiation]

SHRI JAGANNATH CHOUDHARY:
With these words, | heartily welcome and
support the Motion of Thanks on the
President's Address

[Englisk)

MR. CHAIRMAN" The House will now
adjourn for half-an-hour to meat again at 5
P M. for the resentation of the General
Budget.

16.29 hrs.

The Lok Sabha adjourned to meat again
at seventeen of the Clock

The Lok Sabha re-assembled at Seventeen
of the Clock.

MR. SPEAKER in the Chair
17.00 hrs.

GENERAL BUDGET, 1988-89.
|English]
Sk.iil V. SOBHANADREESWARA RAO
(Vijayawada): The Finance Minister's
speech appears to be very weighty, Sir.
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MR. SPEAKER: What is your
assumption ?
PROF. MADHU DANDAVATE

(Rajapur) : We wish him a long life despite
the Budget.

MR. SPEAKER: That is a good omen.

Mr. Finance Minister.

THE MINISTER OF FINANCE AND
MINISTER OF COMMERCE (SHRI
NARAYAN DATT TIWARI): Sir, [ rise to
present the Budget for the year 1988-89.
//The Economic Survey for 1987-88 was
placed before the House a few days ago
and contains a detailed review of trends in
the Indian economy over the past year.
Economic performance and management
during the year have been dominated by
natural calamities Jof drought and floods.
The drought this year has been one of the
worst in this century, with 21 out of 35
meteorological sub-divisions receiving
deficient or scanty rainfall during the mon-
soon months. In most of the Eastern states
the problems was not ftoo little but rather
too much rainfall leading to devastating
floods. What is worse, this year of drought
and floods followed three successive years
of poor monsoon.

Despite the very severe strains and dis-
tress, the economy had demonstrated.
remarkable resilience. It had done so foy/
two good reasons. First, sustained devel-
opment and diversification of our econ-
omy, over the years, has created a capacity
to withstand temporary shocks. Second,
Government has responded with timely
interventions across a wide front to con-
tain the economic and social costs of the
drought.

The buffer|stock policy pursued by the
Government enabled us to build large food
stocks which stood at.23 million tonnes on
1st July, 1987. With the help of these
stocks, a massive and sustained effort was
lanuched to ensure adequate supply. of
foodgrains throughoutjthe country, partic-
ularly in drought affected areas. Other
important Government programmes to
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combat the drought included massive
expansion of relief and employment gener-
ating works, strenghtening of the public
distribution system, special efforts to.com-
pensate for shortages of drinking water,
fodder and power supply, action plans/to
grow contingency crops in the kharif sea-
son and to boost rabi production, mea-
sures for flivestock protection and large
scale imports of essential commodities
such as edible oils and pulses. These
supply measures were buttressed by care-
ful fiscal and monetary policies to make
available adequate resources [for relief
expenditures, without cutting back on the
public investment programme.

Thanks to these sustained efforts the
overall indicators of economic perfor-
mance have been better than in any pre-
vious year of severe drought. Thus
despsite the decline in agricultural produc-
tion, GNP growth in [1987-88 is expected to
be in the range of 1'to 2 per ¢ent, in con-
trast to a decline of 4.7 per cent in 1979-80.
Availahle data show that industrial produc-
tion in April-November 1987 rose by /10.2
per cent over the corresponding period of
the previous year. In contrast, in the
drought year 1979-80, there was an abso-
lute decline of 1.7 per cent in industrial
production. The overall rate of inflation in
the current financial year, asl‘neasured by
the Wholesale Price index, stood at 9.8 per
cent as on February 6, 1988 as compared
with inflation in excess of 21 per cent
recorded in 1979-80. Price movements in
respect of essential commodities are
being ‘monitored closely\at Central and
State levels and | would like to thank State
Governments for setting up control rooms
at the district level also. We have to keep
continuous vigil on the price front at all
levels, so that inflation is kept under
control.

The strains,imposed by the drought and
floods have highlighted some of the under-
lying strengths as well as problem areas of
our economy. In the face of successive
monsoon failures, our agriculture has
demonstrated its basic strength. We are
proud of our farmers. By their hard work
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and unflinching determination through the
years, they produced enough to enable us
to build substaintial food stocks. This
helped us to withstand the impact of the
current drought without acute food scar-
city and widespread economic dislocation.

Industrial production will show an
increase of more thar| 8 per cent for four
successive years since 1984-85. Theinfras-
tructure has performed well. Generation
of thermal power has made up the defi-
ciency in generation of hydel power and
overall, there was a growth of 7.6. per cent
in power generation in| the first nine
months of the current year. Productivity in
the Railways has shown significant
improvement. Coal production has
increased by 10.2 per cent in April-
December, 1987. The improvement shown
by the puplic sector in these areas is a

- matter offconsiderable satisfaction, and

bears testimony to the successful imple-
mentation of policies initiated by this
Government. Our workers have worked
hard to make this possible, and the nation
is greatful to them. Government attaches
the highest importance to building a
strong and vibrant public sector.

Exports| have recorded strong growth
over the last two years. After growing by
over 15 per cent in 1986-87, exports rose
by nearly 25 per cent in the first nine
months of the current year as compared to
the corresponding period of the previous
year {Over the same period, the growth of
imports was less than 14 per cent. The
trade deficit has been declining over the
past two years.

However, we must not be complacent.
As we look ahead, we must move deci-
sively to overcome some of the problemg
that have emerged on the'economic scene.
The four successive years of poor mon-
soons have caused considerable hardship
in our rural areas, reduced agricultural out-
put, and affected the momentum of
‘growth. We, therefore, have to give amajor
ithrust to agriculture in the remaining yea
‘of the Seventh Plan.
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We have done well in agriculture. Butthe
drought and floods have highlighted cer-
tain areas which require our urgent atten-
tion. The Prime Minister has directed that
an Action Plan should be formulated
quickly by the Planning Commission,
which would identify the/areas where
further measures can lead to early gains in
production. In 1987-88, an additional allo~
cation of Rs.236 crores has been made for
completion of irrigation projects in
drought affected States. In the coming
year, Plan outlays for Centre in. respecliof
agriculture and irrigation are being
increased by 40 per cent. If necessary, the
Government will make re-allocations
within the overall Plan outlay for 1988-89
and provide more resources for achieving
agricultural targets.

We have seen rapid growth in industry,
reflecting the success pf Government poli-
cies in stimulating investment and produc-
tion, and promoting technological
upgradation. We must ensure that this
momentum is maintained. Costs and pri-
ces need to be reduced. Indian Industry
must be made more competitive. Sickness

in industry has been a major problem. We «

have to/take further steps to combat sick-
ness. We must also upgrade skills train
workers and improve management. Indus-
trial development must make the best use
of our most abundant resource, namely
the skills of our people. Rapid growth of
industry is essential for generating
employment opportunities.

Sma[l/village and khadi industries have
a special place in our economic develop-
ment. These industries make use of locally
available resources and are instrumental in
creating job opportunities in smaller towns
and rural areas where the bulk of our
ple live. Speaking in this house, thirtyfive
years ago, Pandit Jawahar Lal Nehru had
told the nation, and | quote,

“] have no aoubt that we cannot raise the
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people’'s level of existence without the
development of major industries in this
country; in fact, | will go further and say
thatjwe cannot even remain a free.country
without them.... But we must always
remember that the development of heavy
industry does not by itself solve the prob-
lem of the millions in this country. We have
to develop the village and cottage industry
ina big’way, at the same time making sure (
that in trying to develop industry, big and
small, we do not forget the human factor.”

This overall approach continues to guide
us. h

Government has been taking several
measures to increase revenue, improve tax
compliance and enforce economic| laws.
These have yielded dividends and growth
of revenue in the past three years has been
quite satisfactory. The faster growth of
expenditure has, however, exerted sub-
stantial pressures on the fiscal situation.
We face unavoidable compulsions of
higher expenditure, for example, on
defence, developmenie™ social / services,
relief programmes and food and fertilizer
subsidies. As a nation, we must deal earn-
estly with the problem of mounting
expenditure.

As anticipated, the baiance of payments
situation had been under strain because of
several factors. These include higher
imports of edible oils and pulses/ increase
in imports of crude oil and petrdleum pro-
ducts, increasing protectionist tendencies
abroad, and unfavourable climate for offi-
cial development assistance. The environ-
ment for developing countries has also
been badly affected by upheavals in the
international economy, volatility of
exchange rates, and slow growth)of world {
trade. In order to reduce the impact of
these unfavourable developments, we
took vigorous measures to increase
exports and reduce the growth of imports.
These measures would need to be further
strengthened.
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India has followed a policy in debt man-
agement and has avoided probleéms of the
kind faced by several other developing
countries. We remain committed tg ensur-
ing long-term viability in our balance of
payments.

The challenges before us are many and
it is only through hard work, thrift and sac-
rifice that we.can build a self-reliant gtrong
and socialist ecpnomy. Asa humble politi-
cal worker, | am conscious that while we
have made tremendous progress, thereisa
great deal that remains to be done to
improve the condition of our people, par-
ticularly in rural areas.

Within the limitation imposed by [our
.overall resource situation, | propose to
take a number of steps to benefit farmers
promote small and village industries, pro-
vide relief to the poor protect and create
'more jobs, and generate self employment
opportunities for our people. ln.addition to
saugmenting the anti-poverty programme
such as IRDPYNREP endREEGP; Govern-
ment has decided to initatie a number of
measure to increase the flow of agricultu-
ral credit, strengthen the institutional
framework, enhance social security to the
weaker and vulnerable sections of the
society, particularly Scheduled Castes and
Scheduled [ Tribes, and promote better
housing for the rural poor. While some of
these programmes call for additional out-
lays, it is proposed to reorient and redirect
several of the existing programmes and
institutions to serve our social objectives
better.

In working out the package of measuresf
for agriculture, we have kept in view the
guidelines given by the Prime Minister
when he addressed the kisans the other
day. ’

FEBRUARY 29, 1988
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[Translation]

“In the next two-three years we must
give a strong thrust to agriculture. Special
attention must-be given to small and margi-
nal,iarmers, landless labourers and village
artisans. It shall also be our endeavour that
our schemes for rual development benefit
not only all the regions of the country but
aiso all the sections of the society. This will
strengthen gnd benefit the entire commun-
ity and help\us march forward.”

[English]

‘The financial condition of our
farming community has been aftected by
the drought. A number of measures have
already been taken such as reschedule-
ment of loans, conversion of short term
loans into term loans and lowering of rate
of interest in some cases. As an important
step forward, | am happy to inform the
House that today the Reserve Bank of
India is issuing instructions to bring down
the cost of agricultural credit. The rate of
interest on crop loans upto Rs. 7.500 is
being reduced by one and half per cent to
two and half per cent. The interest rate will,
henceforth, be reduced to 10 per cent for
loans upto Rs. 7,500 from the prevailing
levels of 11.5 pef cent and 12.5 per cent.
Similarly, for crop loans above Rs. 7,5000
and upto Rs. 15,000, interest rate will be
reduced to 11.5 per cent from 12.5 per cent
to 14 per cent. This reduction in interest
rates will benefit crores of agricultural bor-
rowers from cooperative sector, Regional

'Rural Banks and commercial banks, and

provide much needed relief to them.

In order. to increase the flow of credit
at reduced cost, ig has also been decided
that the target for direct finance to agri-
culture by public sector banks shold be raised
to 17 per cent of their total outstanding
advances by the end of 1988-89. Together
with added efforts by regional rural banks
and cooperative banks, the target for avail-
ability of direct credit by banks to agricul-
ture will thus increase by over Rs. 3,000
crores in 1988-89.
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In order to further reduce the cost of
inputs, Government is asking the fertilizer
companies, in both public and private sec-
tors, to give a discount of 7.5 per cent over
- notified prices for coming Kharif and Rabi
sowings. This will reduge the price of 4 hag
of urea by around eight rupees and eighty
paise. The companies should be able to
absorb the cost of this discount through
better inventory management. | am sure
our enterprising farmers will take advan-
tage of this discount and increase agricul-
tural production.

Timely use of pesticides and weedicides
has an important role in preventing crop
damage and improving productivity on our
farms. In order to IQwer their cost, | will be
announcing later in my speech, reduction
in import duties on selected pesticides/
weedicides as well as intermediates. At
the same time, selected pesticide items,
considered important for agriculture, will
be allowed to be imported freely by desig-
nated state and cooperative agencies. This
will ensurg that the existing manufactures
do not indulge’in monopolistic practices.
This measure will help our farmers.

In consultation with the Reserve Bank of
India, NABARD, the State Bank of India
and the Commercial banks, 1 am happy to
announce a new strategy on rural credit
designed to serve every village of the coun-
try. The commercial banks and the
Regional Rural banks together have over
40,000 branches in the rural and semi
urban areas of the country. The number of
villages exceeds’ five lakhs and seventy
six thousand. Under the proposed dispen-
sation, each bank branch in the country
will have a designated service area of
about 15 to 25 villages, as required, in the
neighbourhood of the branch. The branch
will be primarily responsible for meeting
the appropriate credit needs of its service
area. This country-wide arrangement,
supervised by the District Lead Bank
Scheme aiready operational, and further
supplemented by the rural cooperatives,
will go a long way to serve the credit needs
of the village community
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To help farmers affected by drought, we
have given a number of reliefs and conces-
sions by way of rescheduling of loans,
postpanement of all recoveries, and reduc-
tion in interest rates. It has been a long
standing demand of farmers and the coop-
erative movement that a separate National
Agricultural Credit Relief Fund should be

established to provide relief on a syste-"

510

matic basis. | am happy to announce that it .

has now been decided to set up such a
Fund. The corpus of the Fund will be pro-
vided by the Central and State Govern-
ment on an agreed basis. The criteria for
releasing money from the Fund will be
worked out by the Reserve Bank of India.

Before | turn to other matters, | would
like to refer to a subject which has been
close to all our hearts. | have a feeling that
the cooperative credit system, which
played such a pioneering role in the early
years of our Independence, has not grown
as fast as it could have. Cooperatives are
the best instruments for reaching our
farmers; they are also a symbol of self-
reliance at the village level. | believe that we
must now devote special attention to revi-
talising the entire cooperative sector. |
would invite the Hon'ble Members to give
this matter their personal attention and
also request them to send me suggestions
regarding the role that the Reserve Bank of
India, NABARD and the nationalised bank-
ing sector, should play in promoting the
growth of the cooperative movement. |
shall also be writing to State Governments,
who have a major responsibility in this
area.

The programme of rural electrification
has enabled countrywide utilisation of
ground water for irrigation with the help of
electric pump sets. However, some of the
poorer farmers have often been unable to
afford the one time cost of pump set instal-
lation. A special programme to be called
JALDHARA will be launched to assist mar-
ginal farmers in drought prone areas. This
scheme will provide them the benefits of
pumps sets for irrigation on nominal ren-
tal/lease charges. It is proposed that dur-
ing 1968-89 the benefits of this scheme in
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drought areas will be provided to about
fifty thousand farming families.

To imporve the quality of life of rural
families below the poverty line, including
Harijan and Adivasi families, | propose a
massive programme to be called KUTIR-
JYOT! for extending singlé point light con-
nections to househoids of their families.
The programme will meet the one time
cost of internal wiring and service connec-
tion charges. in 1988-89, five lakh house-
holds are proposed to be covered by this
programme. The cost of both the JALD-
HARA and KUTIRJYOTI will be met
through a cgmbination of grants and loans
to the State Electricity Boards b;f the
Rural Electrification Corporation.

People living in hill areas have to bear
the burden of higher transport costs in the
supply of Kerosene and LPG. Today
ffeight subsidy is given on Kerosene to
North Eastern States and Jammu & Kash-
mir. It has now been decided to extend this
concession to all hill areas. Similarly, it has
been decided that LPG cylinders would be
supplied to the customers in all his areas at
the same price as for the customers in the
nearest point in the plains. This will also, to
a large extent, help in conserving the forest
resources used for purposes of light and
fuel.

Sir, his budget speech last year, the
Prime Minister emphasized the high prior-
ity of the housing sector and had
announced the decision to set up a
National Housing Bank with an initial capi-
tal of Rs. 100 crores. Necessary legislation
has been passed and the Bank will become
operational shortly. Sir |MR. SPEAKER: |
am all attention, Sir.] in order to give a
special thrust to rural housing, the Reserve
Bank of India, along with some financial
institutions, will make a special additional
contribution of Rs. 100 crores to the
National Housing Bank. This entire addi-
tional amount will be used for promotion of
rural housing in several ways, including
setting up of specialised rural housing sav-
ings and loan institutions, if necessgy.
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In this context, it is also proposed to
extent the.role of the Land Development
Banks to cover the field of housing finance
for farmers. These banks exist in most dis-
icts of the country have strong apex
bodies and deal directly with the rural popu-
lation. They can also mobilise resources
for housing finance. The State Govern-
ments will be requested to carry out neces-
sary legislative measures to perniit Land
Development Banks to undertake housing
finance.

A new programme of housing for small
and marginal farmers with monthly
income of upto Rs. 700, is being launched
by Housing and Urban Development Cor-
poration. Under this programme, HUDCO
will provide assistance, upto specified
amounts, at low rate of 7 per cent interest
repayable in 22 years for -building or
improving a house. Assistance will also be
given for improvement of old homes, for
example, change of roof from thatch toftile.

A new scheme, called the “Village Abadi
Environmental improvement Scheme” will
be lauched by HUDCO this year. Projects
involving expenditure upto Rs. 2,000 per
family in villages with population not
exceeding 5,000, for improving rural abadi
infrastructure like drainage, sanitation etc.,
will be supported. The equity base of
HUDCO will be suitably strengthened to
help finance these programmes

Commercial Banks have also been pro-
viding help for rural housing, both directly
as well as through HUDCO. With their vast
branch network in rural areas, their role
should be further enhanced. Hon'ble
Members will be happy to know that, it has
been decided that commercial banks will
increase their lending for the housing sec-
tor to an-annuat level of Rs. 300 crores by
the end of the Seventh Plan.

There is great scope for using local low-
cost materials in housing. Our scientists and
engineers have also developed considera-
ble expertise in low-cost housing technol-
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ogy. It has been decided to set up a
national network of Nirman or Nirmithi
Kendras which will provide easy accegs
to low-cost housing materials and tech-
niques. It is proposed to set up.one Kengra
in each district. In the coming year, 100
Kendras in 100 districts will be set up.

landless labourers, artisans and
other very poor families in rural areas face
acute financial distress when their huts
and belongings are destroyed by fire. | am
glad to inform the House that it is proposed
to launch a new scheme to provide fire
insurance protection to them. The Govern-
ment, of India will bear the entire premium
cost. The scheme will be implemented by
the General Insurance Coporation of India
and its four subsidiaries.The GIC will
separately announce the details of the
scheme.

I also propose to take a major new initia-
tive for extending the system of social
security to the weaker sections of our
society. The Life Insurance Corporation of
India, which has done so much to spread
insurance culture throughtout the length
and breadth of our country, will be setting
up a separate “Social Security Fund” with
a corpus of Rs. 100 crores. Certain
changes are bein®made in the Income tax
payable by the Life Insurance Corporation
of India to make this possible. The Fund
will be used for financing life insurance
schemes for weaker and vulnerable sec-
tion of the population at subsidised rates.
The House will agree with me that the crea-
tion of such a fund will provide a solid
foundation for extending insurance cover
to the toiling sections of our society, for
example, landless labourers, handloom
workers, rickshaw-pullers; divers etc. who
work on daily wages or whose employ-
ment is casual. In respect of these group
insurance schemes, 50 per cent of the pre-
mium will be adjusted from the newly
created Social Seourity Fund, the balance
50 per cent of the premium being payable
by the beneficiaries concerned.
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Group insurance Schemes will also be
introduced for groups with regular
incomes like primary school teachers,
cooperative milk producers, and workers in
shops and commercial establishments.
Schemes regarding group insurance will
also be formulated for the benefit of arti-
‘'sans, tailors, barbers, masons, carpenters
and other similar groups.

While IRDP extends benefits to the fami-

. lies of the poor, these families face hard-

ship in the event of sudden death of the
head of the family. To give greater security
to the family, a group insurance scheme of
the LIC is proposed to be introduced to
cover around 3 to 4 million families under
IRDP assistance every year with effect
from 1st April, 1988. The insurance cover
will be Rs. 3,000, with double benefit in
case of accidental death.

| would now like to prepose some mea-
sures specifically for the benefit of Sche-
duled Castes and Scheduled Tribes. Many
State-level Scheduled Castes and Sche-
duled Tribes Finance/Development Cor-
porations are doing a good job in looking
after the special requirements of the Sche-
duled Castes and Scheduled Tribes. | now
propose setting up a National Scheduled
Castes and Scheduled Tribes Finance and
Development Corporation. This corpora-
tion will play a catalytic role in developing
schemes for employment generation and
financing ‘gilot programmes which can
then be taken by the State level Cor-
poration and other agencies active in this
field. This Corporation will also work with
nationalised banks and NABARD in
improving the flow of financial assistance
to the Scheduled Castes and Scheq.uled
Tribes. The objective would be to innovate
experiment and promote rather than repli-
cate the work of the existing agencies. |am
making a provision of Rs. 50 crores in the
next year's budget for this Corporation.

Hon'ble Members will be happy to know
that we propose to initiatera project for one
million wells under. the National Rural.
Employment Programmie and Rural Land-
less Employment Guarantee Programme
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by raising the percentage of allocation of
funds for the exculsive benefit of Sche-
duled Castes and Scheduled Tribes from 10
per cent to 20 per cent. Itis fitting that in the
year of Fortieth Anniversary of Independ-
ence, we initiate this massive programme
of construction of wells which will benefit
millions of small and marginal farmers
belonging to Scheduled Castes and
Scheduled Tribes.

| would now like to announce some mea-
sures for promotion of employment oppor-
tunities in the decentralised sector. The
handioom sector provides employment to
about 10 million weavers and others. This
important sector has been affected by high
prcies of cotton and other yarns. | pro-
pose to increase the subsidy on Janata
cloth from Rs. 2 per sq.metre to Rs. 2.75
per sq. metre. The impact of this relief will
be Rs. 40 crores ‘Government also pro-
poses to increase the target for janata cloth
for handioom from the present 500 million
metres a year t0-600 million metres in the
coming year. Later in my speech, | shall
be announcing a package of measures
which will Benefit the handloom sector by
reducing the cost of certain types of yarns.
At present, a standard rebate of 10 per cent
is being provided for Khadi. | propose to
extend this rebate to Kambals and
Kambalis.

It has been a long standing demand of
the tiny and small industries that there
should be a separate apex bank for them.
Hon'ble Members will be happy to know
that it has now been decided to establish a
Small Industries Development Bank of
India. The new bank will be a subsidiary of
the Industrial Development Bank of India.
The equity of the new bank will be Rs. 250
crores, and it will have its own separate
Board of Directors, including representa-
tives from the small scale sector. The new
Bank will also administer both the Small
Industries Development Fund established
in May, 1986 and the National Equity Fund
for providing equity support to projects in
tiny and small scate sector.
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New small scale units often experience
problems and delays in securing working
capital finance. In order to overcome this
difficulty, it has been decided that require-
ments of working capital upto Rs. 2.5,
lakhs for new tiny and small scale units,
whose project cost does not exceed Rs. §
lakhs, will be provided through a single
window. Thus, both term loans and work-
ing capital will be made available by the
same bank or institution. The details of this

scheme wjijl be announcegd by Industrial
Development Bank of India shortly.

A healthy capital goods sector is a pre-
requisite for self-reliance. Last year, while
presenting the Budget, the Prime Minister
announced a package of measures to revi-
talise the machine building industries. Later
in my speech, | shall be announcing cer-
tain measures which will carry this process
further for revitalising industries guch as
paper, cement, and textiles. These mea-
sures will help to stlmulate demi\d lower
costs and irnprove efficiency.

The Captial market is an important
source for mobilisation of savings for
industry and Government has taken sev-
eral steps to strengthen it. Last year, the
Prime Minister announced the decision to
set up a separate Board for the regulation
and development of the Stock Exchanges.
Necessary legislation in this regard is
under preparation and the Board is
expected to become operational soon.
Measures have also been taken to set up
Mutual Funds, lay down ground rules for
orderly = operations of the Stock
Exchanges, improve theif infrastructure,
facilitate share transfers and enforce better
discipline on companies entering the
market. Later in my speech, | shall be
annoucncing certain further measures which
will help to boost investment in new indus-
tries and generate more employment and
economic activity.

We have one of the largest pools of
scientific and technical manpower. Yet,
many of our young and new entrepreneurs
find it difficult to raise equity capital
because of the risk involved. This problem
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can be solved by allowjrig'Venture Capital
Companies or Funds to invest in new com-
panies in anticipation of futur-capital
gains. However, such companies at pres-
ent are not eligible for the concessional
treatment of capital gains available to non-
corporate entities. In order to overcome
this problem, it has been decided to formu-
late a scheme under which approved Ven-
ture Capital Companies/Funds will be
enabled to invest in new companies and be
eligible for the concessional treatment of
capital gains available to non-corporate
entities. Necessary legislative measures
will be taken to bring this into effect.

At present, a tax concession is available
for investment in the equity shares of new
industrial undertakings. Small investors
generally find it difficult to take advantage
of these concessions because of absence
of sufficient information about the pros-
pects of new companies. It has been
decided that concession now available for
direct investment in equity shares of new
industrial undertakings will also be avail-
able fo’'investment in special units of mut-
uval funds where the resources are
earmarked for investment in new projects.
This will help new companies to raise capi-
tal more easily.

| also propose to provide a separate
exemption upto Rs. 3,000 for income from
dividends under Section 80L of the Income
tax Act. This will be in addition to the exist-
ing concessions available for certain types
of incomes, including dividends upto Rs.
7,000 and a further Rs. 3,000 for income
from investments in Unit Trust of India
and certain othdr specified investments
which | am including in the Finance Bill.

Sharp fluctuations in international
exchange rates have posed problems for
exporters as well as for Indian industry. In
order to provide some protection to indi-
vidual projects from exchange rate fluctua-
tions, financial institutions will introduce a
new scheme whereby promoters of such
projects can have their foreign currency
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loans designated in rupees. The interest
rate on such loans will be variable and will
include an exchange premium. The details
of the scheme will be announced by the
Industrial Development Bank of India
separately.

it has been the policy of this Govern-
ment to encourage workers' participation
in management in industry. It is only
through interaction and involvement of
workers in management that we can
improve the overall performance, increase
productivity, and prevent sickness Govern-
mgnt has already announced a scheme to
facilitate such participation. | am happy to
inform the House that complete exemption
from Income tax will be given in respect of
all expenditure incurred by comp#nies in -
connection with introducing schemes for
workers' participation. Government has -
also introduced a scheme whereby 5 per
cent of the capital issues are reserved for
employees. In order to facilitate purchase
of shares by workers in their own compan-
ies, banks are being asked to provide loans
liberally for this purpose. Reserve Bank of
india will be issuing necessary instructions
shortly.

Working journalists have contributed a
lot to the country by their intellectual toil,
and suggestions have been received that a
Bill should be considered by the Parlia-
ment to provide a reasonable pension
scheme for them, Government will be tak-
ing appropriate steps in this direction after °
consulting all concerned.

Government attaches considerable
importance to strengthening economic
and cultural ties with Indian nationals
settled abroad. A number of facilities,
including fiscal concessions, have been
extended to Non-Resident Indians for
facilitating investments. In response to
representations received. Government
have now decided to introduce a new
scheme of Foreign Currency denominated
Bonds/Deposit Certificates for Non-
Resident indians on a non-repatriable
basis. The maturity period of these Bonds/
Deposit Certificates willi be 7 years and
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these will carry an interest rate higher than
that applicable to the repatriable foreign
currency non-Resident deposits. These
Bonds/Deposits will be free from Income
tax, Wealth tax and Gift tax

The fiscal regime for investments and
deposits by Non-Resident Indians in our
country has been made quite liberal. It is
the Government's intention to maintain fis-
cal stability. No changes will be made in
the tax treatment which might adversely
affect investments already made by Non-
Resident Indians.

The success of Non-Resident Indians in
many fields of scientific, economic and
cultural endeavour has been a matter of
great satisfaction to us. We cherish our
continued association with them.

| also propose to introduce certain mea-
sures for boosting small savings collec-
tions. | am particularly keen to mobilise
untapped rural savings. A new scheme
without tax concession, but with fiexibility
of encashment after two and half years of
deposit, is being introduced. The rate of
interest will progressively increase for
longer durations. The deposit will double
in value after five and half years. This
instrument will attract new investments as
it can be encashed as and when funds are
needed. The instrument will be called
KISAN VIKAS PATRA.

Last year a new savings scheme based
on the net savings principle, was
announced by the Prime Minister. Under
this scheme, 50 per cent of deposits upto &
maximum of Rs. 20,000 are eligible” for
deduction under Section B0CCA of
Income tax Act. However, in the year of
withdrawal, 50 per cent of the amount with-
drawn is added to the taxable income. The
interest rate on deposits was 9 per cent. It
has been decided to raise the interest rate
to 11 per cent. The new rate will be applica-
ble to existing deposits also with effect
from 1st April of last year. Further, the rate
of deduction at the time of deposit will be

raised from 50 per cent to 100 per cent with -

correspending increase in the amount

rvm——r
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subject to tax at the-time of withdrawal.
The amount eligible for deposit is also
being increased to Rs. 30,000 per annum
with effect from next financial year.

The doubling period for Indira Wkas
Patra sold from 1st March, 1988 will be
reduced to five years.

It is also proposed to continue the sale of
Rahat Patra beyond 29th February, 1988,
With the continuance of Rahat Patra, sale
of Capital Investment Bonds is proposed
to be discontinued from 1st April, 1988.

Sir, | have taken this opportunity to
announce certain measures for the welfare
of the weaker and vuinerable sections of
our society for generating greater employ-
ment opportunities, particularly in the rural
areas and for strengthening our productive
base. | am sure these measures will con-
tribute to fulfilling the aspirations of people.

Let me now turn to the Revised Esti-
mates for 1987-88 and Budget Estimates
for 1988-89

ReVised Estimates 1987-88

The Revised Estimates of total expendi-
ture in the Budget for 1987-88 are placed at
Rs. 66161 crores against Rs. 62942 crores
in the Budget Estimates. As the gravity of
the drought became clear, the first task of
the Government was to ensure that suffic-
cent resources were available with State
Governments in order to start relief works
and take other measures for alleviating the
distress caused by the drought. Central
Teams, were despatched to States and
decisions announced in record time in
respect of ceiings of expenditure for
States affected by drought and floods.
Expenditure from the Central Budget on
account of drought, ioods and other natu-
ral calamities is now estimated at nearly
Rs. 2,000 crores. This includes Centre’s
share of margin money, advance Plan
assistance for drought, non-Plan assist-
ance for floods and hailstorm, supply of
subsidised foodgrains in drought affected
areas, subsidised supply of seeds, provi-
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sion of rigs for drinking water and assist-
ance for Accelerated Rural Water Supply
Programme

There have been certain other inevitable
increases in expenditure, The subsidy on
indigenous fertilizers will go up by Rs. 300
crores. Food subsidy will also be Rs. 200
crores higher. | am sure Hon'ble Members
will agree with me that, under the circum-
stances prevailing in the current year, the
increases are fully justified. The liberalisa-
tion of pensionary benefits of Government
employees, particularly the Defence Servi-
ces personnel, is expected to add Rs. 374
crores to the pension bill in the current
year. Financial reliefs granted to certain
public sector enterprises are expected to
cost additional Rs. 417 crores by way of
subsidy, write off of loans etc. Interest
charges are likely to be Rs. 800 crores
higher than the original Budget provision.
Taking into account the other variations,
the total non-Plan expenditure during the
current year is estimated to be Rs. 1,971
crores highet than the original Budget pro-
vision of Rs. 39,265 crores.

Central assistance for State and U.T.
Plans is expected to be Rs. 1,127 crores
higher mainly due to larger advance Plan
assistance to States affected by drought.
Budgetary support for Central Plan is esti-
mated to be Rs. 121 crores higher—this
being the neteffect of increases in sectors
like agriculture, rural development, fertiliz-
ers, agricultural financial institutions, sub-
sidy for setting up industries in backward
areas, etc. offset by savingsin certain other
sectors.

Taking the Plan and non-Plan together,
there is an increase of Rs. 3,219 crores. As
a result of a series of mgasures undertak-
en by Government during the year, eco-
nomy consciousness has been created and
expenditure contained particularly in low

priority arbag.

Gross Tax Revenue is estimated to yield
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Rs. 1,028 crores more than the Budget Esti-
mates mainly under Income and Corpora-
tion taxes and Customs duties. The share
of States in taxes will be higher by Rs. 392
crores. Non-taX Receipts will be higher by
Rs. 2,201 crores. Of this, non-tax revenue
receipts are expected to fetch Rs. 765
crores more and capital receipts Rs. 1,436
crores more. Rs. 700 crores of the increase
in capital receipts will be from market
loans. '

Taking the variations in expenditure and
receipts into account, the current year is
expected to end with an overall deficit of
Rs. 6080 crores. Notwithstanding the
severe strain the events of the year have
cast on the Budget, this is close to the
original estimate of Rs. 5,688 crores.

Budget Estimates for 1988-89

The Hon'ble Members will agree that
Budget Estimates for the year 1988-89 are
being presented in a rather difficult envir-
onment. We have to ensure that, @espite
pressures on the Budget, there is no cut-
back in public investments, as that would
have an adverse effect on economic activ-
ity and employment. Accordingly, in fram-
ing the Budget for next year, highest
priority has been given to maintaining the
tempo of Plan investment.

The Central Plan for 1988-89 has been
fxed at Rs. 28,715 crores against the
approved outlay of Rs. 24,622 crores in the
current year, a step up of 16.6 per cent.
Even compared to the revised Central Plan
outlay of Rs. 25,701 crores, the next year's
outlay reprsents a step up of 11.7 per cent.
Central Plan for the next year will be
financed to the extent of Rs. 16,000 crores
from budgetary resources and Rs.12,715
crores from Internal and Extra Budgetary
Resources of public enterprises. With the
proposed outlay for 1988-89, we would
have achieved in four years more than 86
per cent of the Seventh Plan outlay in real
terms.

In addition, Central Budget for the next
“year provides Rs. 9,714 crores for assist-
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ance for State and UT Plans. The total Plan
expenditure in the Budget for the nextyear
is thus, Rs. 25,714 crores compared to Rs.
24,925 crores in the Revised Estimates for
the current year.

| am glad ta inform the House that the

total transfers from Centre to States: in
1887-88, including their share in taxes,
were Rs. 24,870 crores. In 1988-89 such
transfers are estimated at Rs. 26,348 crores
an increase of Rs. 1478 crores.

Several States have represented that
their liquidity position has been affected
by the drought and have requestea tor
some relaxation in the Ways and Means
limits. The Hon'ble Members will be happy
to know that Reserve Bank of India is rais-
ing from tomorrow the Ways and Means
limits by 40 per cent over the limits prevail-
ing prior to October, 1986. These were
stepped up by 30 per cent and 20 per cent
for different periods of the year in October,
1986. '

As mentioned earlier, it has been
decided to increase the outlays of the
Departments of Agriculture and Cooper-
tion and Water Resources by 40 per cent
above the current year's outlay. 1 also pro-
pose to provide Rs. 671 crores for fertilizer
projects in 1988-89. During the current
year, four new fertilizer plants, two each in
public and private sectors, are likely to go
into production. Fetilizer production is
expected to attain a level of 7.1 million
tonnes this year, an increase of nearly 40
per cent over the output at the commence-
ment of the Seventh Plan.

The major anti-poverty programmes,
namely, Integrated Rural Development
Programme (IRDP), National Rural
Employment -Programme (NREP) and
Rural Landless Employment Guarantee
Programme (RLEGP) will continue to be
the main instruments for generating
employment and increasing the earning
opportunities for those below the poverty-
line. Thus far, about 254 lakh families have
been assisted with a total investment of Rs.
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8,413 crores under IRDP. Forty percent of
these beneficiaries belong to Scheduled
Castes and Scheduled Tribes. Under
NREP and RLEGP, 7,006 lakh man-days of
employment were generated in 1986-87
which was substaintially higher than the
target of 5,115 lakh man-days. The target is
likely to be exceeded this year also.

These programmes have proved highly
successful in generating employment in
our rural areas. Suggestions have been
received for expansion of these pro-
grammes as well as for their reorgnisation.
The merger of some important pro-
grammes, like the National Rural Employ-
ment Programme, Accelerated Rural
Water Supply Programme, Rural Landless
Employment Guarantee Programme and
Desert Development Programme, and var-
ious other Anti poverty Programmes has
also been suggested so that available
resources can be more effectively
deployed to meet the twin objectives of
employment and creation of assets to meet
village needs. There is also need to provide
flexibility at the operational Ievel} In the
light of these suggestion, it is proposed to
undertake a thorough review of the
employment programmes in the coming
year to examine the possibility of having a
comprehensive programme.

Rural water supply continues to receive
high priority. The technology mission for
drinking water in villages and related water
management is being pursued vigorously.
in 1988-89, | purpose to provide Rs. 2,200
crores for the Department of Rural Develop-
ment, inclusive of Rs. 430 crores for rural
water supply and sanitation. As Hon'ble
Members are aware, the outlay on water
supply is in addition to the Minimum
Needs Programme outlay in the State
Sector.

Welfare programmes for the tribal peo-
p'® have to be based on respect and under-
standing of their culture and tradition, and
appreciation of their social, psychological
and economic problems. The main instru-
ment for the development of tribal people
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and tribal areas is the Tribal sub-Plan. As
the Hon'ble Members know, the Tribal
sub-Plans are financed by the State
Governments, Special Central Assistance,
Centrally Sponsored Programmes and
financial institutions. The Special Central
Assistance for Tribal sub-Plan for 1988-89
is Rs.185 crores. For Scheduled Castes,
Special Component Plans are being for-
mulated with the primary objective of pro-
viding occupational mobility and
economic strength. In the current year,
over 20 lakhs Scheduled Caste families are
likely to be benifited by these programmes.
An amount of Rs. 180 crores has been pro-
vided as Special Central Additive to Spe-
cial Component Plans for 1988-89.

Our human resources are the most
important resource of all. The quality of
manpower developed today will be deci-
sive in determining the pace and direction
of economic and social progress in the
future. In 1986, a new Education Policy
was introduced after extensive discussion
in Parliament and outside. In order to give
a good start to the new Policy, last year,
while presenting the Budget, the Prime
Minister raised the allocation for education
sharply to Rs. 800 crores from Rs. 352
crores in 1986-87. The actual expenditure
is likely to be of the order of Rs. 700 crores
Next year's Plan makes an allocation of Rs.
800 crores. Together with the non-Plan
provision, the total allocation for the
Department of Education in 1988-89 will
be Rs. 1,550 crores against the Revised
Estimate of Rs. 1,185 crores for 1987-88.

Improvement in the health status of the
population is an essential component of
the human resource development. To
achieve this, special emphasis is being laid
on establishing primary health facilities,
particularly in rural areas, launching con-
trol programmes for major communicable
and non-communicable diseases, aug-
menting facilities for medical and para-
medical education- and training and
providing ‘family welfare, maternity and
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child health, immunization and related ser-
vices. Under the National Leprosy Eradica-
tion Programme, multi-drug treatment hés
been extended to nearly 2.2 million cages
out of the estimated 4 millicn cases. The
Universal Immunization Programme is
being extended to 120 districts, besides
182 districts already covered. Health Con-
tingency Plans have been prepared for
drought affected States. | propose an out-
lay of Rs. 228 crores for medical and public
health programmes and Rs. 600 crores for
family welfare programmes for 1988-89.

Government have initiated a number of
measures to ameliorate the condition of
working women. These include pro-
grammes for raising skills and economic
development, supportive services for
wroking women and shelter and rehabilitation
for women in adverse circumstances. For
children, a nation-wide programme of
Integrated Child Development Services
has been in operation. An important objec--
tive of these ICDS Programmes is to
reduce childhood mortality, morbidity and
malnutrition. | am happy to inform the
Hon'ble Members that 1,738 Integrated
Child Development Services Projects have
been sanctioned for the most backward
rural areas, tribal areas and urban slums in
the country. During the remaining period
of the Seventh Five Year Plan we will be
covering most of the tribal blocks with
more than 30 per cent Scheduled Tribe
population and also the slums in big cities.
For the next year, | propose and outlay of
Rs. 235 crores for the Department of
Women and Child Development. We are
proud of our Youth. We are sure that our
heritage and our country’s future are sake
in their strong hands. Adequate provision
has been made for youth and sports activi-
ties in the coming year with an increase of
13 per cent over the current year.

Energy, Transport and Communica-
tions constitute the basic infrastructure of
the economy. A total allocation of Rs.
16,588 crores is being provided for these
sectors. This outlay represents an increase
of about 25 per cent over the current year's
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level, and accounts for about 58 per cent of
the total Plan outlay for 1988-89.

Electricity generation has been increas-
ing at an annual rate of 9 to 10 per cent
during the Seventh Plan. Though hydro-
generation ‘was adversely affected . by
drought this year, thermal generation reg-
istered an improvement of 16 per cent dur-
ing the first nine months of the current year
compared to the corresponding period of
last year. The plant load factor of the ther-
mal plants has improved further and is
expected to touch 55 per cent, the highest
in the last 10 years. | am prowviding for an
outlay of Rs. 3,963 crores for the Power
sector, that is, an" increase of over 32 per
cent over the cu - *1t year's outlay.

Coal is the primary and the most abund-
ant source of conventional energy in our
country. | am stepping up the provision for
this sector by 30 per cent, to a level of Rs.
1,733 crores for 1988-89. The production
of coal during the current year is expected
to reach 182 million tonnes as against the
last year's level of 166 million tonnes.

As Hon'ble Members are aware, our Pet-
roleum and Natural Gas sector has taken
great strides during this decade. The
rebound in international oil prices has
underlined the urgency for finding and
exploiting hydro-carbon resources. Signif-
icant discoveries during the year in
Krishna-Godavari Off-shore Region and
the Bhuvanagiri area of the Cauvery Basin
constitute promising rewards to our heavy
investments in oil exploration. The year
also saw the completion of the first section
trom Hazira to Bijaipur of the HBJ Pipeline
covering 642 kilometers. To maintain the
tempo of exploration and production of
crude oil and natural gas, | propose an
outlay of Rs. 3,395 crores for the Petroleum
sector.

In the field of communications | must
share with the House a sense of pride in the
work of the Centre for Development of Tel-
ematics. By developing a state-of-art elec-
tronic switching system, C-DoT has
demonstrated what we can achieve
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through proper organisation and marshal-

ling of our scientific talents. | am allocating

Rs. 1,873 crores for 1988-89 for the Depart-

ment of Telecommunications—an increase
of 44 per cent over the outlay for the cur-

rent year.

Government recognises the develop-
ment of our scientific and technological
capabilities as a necessary pre-requisite
for the economic development of the
nation. With this in view, | propose to
increase the outlay of the Scientific
Departments by about 20 per cent over the
current-year's level. We can take justifible
pride in the many achievements of our
scientists and technologists. While there
have been many notable developments
during the year, | would like to make a
special mention of one of these. On August
26, 1987, the Prime Minister had informed
the Hon'ble Mmembers that India was the
first applicant to be allotted a mine site in
the Central Indian Ocean by the Prepara-
tory Ccmmission for the International Sea-
bed Authority. This is significant step
forward in development of our scientific
potential. The mine site of 1,50,000sq kms.
contains a rich deposit of polymetallic
nodules.

Many other initiatives are envisaged in
the different sectors of the economy. How-
ever, | do not propose to take the valuable
time of the House with a detailed review of
all the remaining Plan programmes. The
full details are available in the Budget
documents.

The allocation for Defence is Rs. 13,000
crores against Rs. 12,000 crores in the cur-
rent year, Our armed forces, in the face of
unwarranted provocations, have done a
tremendous job of protecting our borders.
Our jawans are the nation’s strength. We
shall continue to provide them the requi-
site support in their efforts. Food and fertil-
izer subsidies are placed at Rs. 5,300
crores against Rs. 4,410 crores in the cur-
rent year. Interest charges next year are
estimated at Rs. 14,100 crores against Rs.
11,450 crores in the current year. The allo-
cation for export promotion and market
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development is Rs. 1,091 crores. The other
increases relate to grants payable to States
for revision of pay scales of university and
college teachers, grants and loans to for-
eign Governments, strengthening of
police forces and payment of Rs. 100
crores to Qil Industry Development Board.
A lump sum provision of Rs. 800 crores has
been made for additional D.A instaiments
that may become payable to Government
employees next year. | would liketo assure
the Hon'ble Members that | have kept the
non-Plan expenditure to the barest mini-
mum. Non-Plan expenditure in 1988-89
will thus be Rs. 47,896 crores against Rs
41,236 crores in the Revised Estimates for
the current year.

Coming to receipts, Gross Tax Revenue
at existing rates of taxation is estimated at
Rs. 41,985 crores. After payment of Rs.
10,682 crores to States and local bodies as
their share of taxes, the net tax revenue to
the Centre next year is estimated at Rs.
31,303 crores. Receipts from market loans
are placed at Rs. 7,000 crores, that is, the
same level as in the current year. External
assistance, net of repayments, is placed at
Rs 3,734 crores, against Rs. 3,184 erores in
the current year. Taking into account the
variations in other receipts and expendi-
ture, Budget deficit for the next year at
existing rates of taxation is estimated at Rs.
8,120 crores.

[Translation]

SHRAI BALKAVI BAIRAGI (Mandsaur):
Mr. Speaker, Sir,....

MR. SPEAKER: Tiwariji, you should also
sometimes listen to the language of the
heart. Just give us a few minutes’ time for
relaxation.

SHRI BALKAVI BAIRAGI: Mr. Speaker,
Sir, | have to quote only one couplet. We
have been listening to Panditji for the last
70 minutes continuously. Whatever he has
said we have swallowed it in toto akd
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cheered him all along. But 1 would like to
quote a couplet here:

“Hum Safar hoon Aapka Mazloom hoon
Muflis bhi hoon

Hath Kandhon par hi Rakhna, Jeb Mein
Mat Daalna”.

. MR. SPEAKER: He has referred to put-
ing the hand into the pocket...

SHRI NARAYAN DATT TIWARI: | would
also like to quote a couplet:

“Ae Dost Bata Doon Kya Fark Tum Mein
aur Mujh mein hai,

Tera Dard Darde Tanha, Mera Dard Darde
Jamana.”

[English]

| shall now turn to my revenue propos-
als. Every Budget has to raise some
resources for financing expenditure, and |
shall not be failing in my duty to do so.
However, | do believe that it is equally, if
not more, important to use fiscal policy for
achieving our wider economic and social
goals while, at the same time, providing
relief where it is due. | am sure, the Hon'ble
Members will find a strong link between
the proposals that | am about to make, and
some of the people-oriented initiatives that
| have referred to in Part A of my speech.

This House is aware of the fact that in
view of the exigencies of the situation, in
order to meet the formidable after-effects
of the drought of 1987-88, Government
took a decision to levy a surcharge of 5%
on income-tax for persons with taxable
income above Rs. 50,000, a surcharge of
10% on wealth tax for the assessment year
1988-89 and a 5% surcharge by way of
auxiliary duty of customs on imported
goods excluding essential commodities
like fertilizers, power equipment, life-
saving drugs and medical equipment, etc.
This timely action helped the country and
enabled the Central and State Govern-
ments to meet the requirements of a very
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difficult situation created by the drought.
This surcharge did not touch ‘essential
commodities.

In view of the continuing pernicious
effects of the drought and the natural
calamities, | propose to continue with
these surcharges for one more year. In
addition, it is now proposed to levy a sur-
charge by way of Special Excise Duty at
the rate of 1/20th of the Basic Duty of
Excise. The incidence of this surcharge
will generally be small; for example, it will
be only one quarter of one percent i.e.
0.25%, where the basic duty is 5% ad valo-
rem and one percentage point where the—
basic duty is 20%. \

Essential commodities and other priority
items which are presently exempt from
excise duty will continue to remain
exempt. | am also exempting from this
surcharge, certain other essential goods
of common consumption, namely, sugar,
matches, cotton fabrics, vanaspati, refined
vegetable oil, tea, coffee and kerosene.

Direct Taxes

Hon'ble Members will recall -that, in
August, 1986, a Discussion Paper on
Direct Tax Laws was presented in Parlia-
ment. After further discussions and con-
sultations among experts and the public,
the Government had introduced the Direct
Tax Laws (Amendment) Bill, 1987, which
was passed during the last Session.

SHRI V. SOBHANADREESWARA RAO
(Vijayawada): Passed with only fifteen
minutes discussion.

SHRI NARAYAN DATT TIWARI: Since
then, many representations have been
received from experts, concerned Associa-
tions, Chambers of Commerce and other
tax-payers Tegarding some provisions in
the Act. The following, inter alia, are the
main points made in these representa-
tions:—
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(1)  The proposed system of assess-
ment of partnership firms is too
harsh particularly on partnership
firms with small income, as such
firms, subject to certain deduc-
tions, will henceforth be taxed at
the maximum marginal rate. Cer-
tain other clarifications have also
been sought in regard to some
other provisions relating to taxa-
tion of firms.

(2) The levy of additional tax at a flat
rate of 30 per cgnt would be very
untair in cases of genuine doubt
regarding taxability of certain
receipts and that the levy of addi-
tional tax should itself be
appealable

(3)  The provisions relating to charit-
able trusts, voluntary agencies
and institutions carrying on
scientific research, etc. may
result in unintended hardship,
particularly as regards the treat-
ment of contributions to the cor-
pus of such institutions:

(4) The new Act providers for unfet-
tered discretion regarding re-
opening of assessments merely
on a change of opinion.

There are many positive features in the
Act, which will help the tax-payers by sim-
plifying the law, but there is also scope for
reconsideration keeping in view the
representations against some of its provi-
sions. In a democracy, Government
should always keep itself abreast of public
opinion and be fiexible enough to respond
to reasonable suggestions. Government
will bring a further amendment bill in the
Budget Session which will take care of
genuine grievances. After the Bill is intro-
duced, Government will be happy to con-
sider any further suggestions that the
Hon'ble Members may have to offer.

SHRI V. SOBHNADREESWARA RAQ:
Better Late than never
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SHRI INDRAJIT GUPTA (Basishat)
Refer to a select committee,

SHRI NARAYAN DATT TIWARI: A reas-
onable degree of stability in the Direct Tax
regime is desirable for inspiring confi-
dence and encouraging savings and
investment. | do not, therefore, propose
any change in the rate structure for per-
sonal and corporate taxes.

There is, however, a case for reducing,
to some extent, the brunt of the burden
borne by the fixed income groups. |, there-
fore, propose to raise the rate of standard
deduction from 30 per cent to 33-1/3rd per
cent of salary income and the ceiling from
Rs. 10,000/- to Rs. 12,000/-. This measure
will benefit about a million tax-payers.

Hon'ble Members will recall that Estate
Duty was abolished from March, 1985.
This was done mainly because the Estate
Duty law was complicated and led to
procedural harassment to large numbers
of tax-payers at a time of great distress,
with negligible gain in terms of revenue.
However, there is a strong case on
grounds of social justice for taxing the
transfer of wealth through inheritance
especially where the volume of wealth
involved is large. This matter has been
under consideration of Government for
some time. Government have decided to
levy a tax on the transfer of wealth which
will be applicable to all. wealth-tax
assessees. The tax will be levied in respect
of assets subject to wealth tax. The method
for valuation of assets would be the same
as for the wealth tax. It will also be
administered by the wealth tax officer. The
rate of the wealth transfer tax would be 5
times the applicable wealth tax rates. This
new tax will avoid the rigidities and
,. procedural delays which characterised the
operation of the old Estate Duty Act. As |
have mentioned, it will be applicable only
to wealth tax assessees and will not affect
ordinary tax-payers. Separate legislation
in this regard will be introduced in this
Session.

The thrust of my other proposals in
regard to Direct Taxes is to strengthen
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incentives for export promotion and for-
eign exchange eamings, to encourage
savings and to stimulate the capital
market.

To encourage exports, | propose to
enhance the existing tax concession
under Section 80 HHC for export profits so
as to exempt 100 per cent of export profits
from income-tax. It is also proposed toJ
extend the benefit to supporting manufac-
turers exporting through Trading or:
Export Houses. A five-year tax holiday
presently available for units in Free Trade
Zones is also being extended to 100 per
cent Export Oriented Units. Replantation
and rejuvenation subsidies for rubber, cof-
fee and cardamom plantations are also
proposed to be exempted from income-
tax.

To promote long-term financing availa-
ble for construction and purchase of
houses, | propose to enhance the existing
concession available under Section 80L in
respect of interest and dividend income
received from companies providing such
finance. At present, such income is
Included under the general exemption
limit of Rs. 7,000. It is propsed to make
such income also eligible under the separ-
ate limit of Rs. 3,000 for UTI under Section
80L.

As an anti-evasion measure, | propose
to provide for assessment of income of
persons engaged in certain trades, like
liquor and forest contracts, at a reasonably
fixed percentage of the amount payable by
them while purchasing the goods. The tax
will be collected at source.

| also propose to tax under the head
“capital gains”, iIncome from transfer of a
capital asset by a holding company to its
wholly-owned subsidiary company or vice
versa, in every case wnere the capital asset
Is taken over as stock-in-trade at the time
of transfer.

Hon'ble Members will recall that in Part
A of my speech. | have already referred to
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certain changes being made in the
income-tax payable by LIC as well as cer-
tain fiscal measures to promote the equity
market. There are certain other minor
proposals regarding Direct Taxes in the
Finance BiIll.

The total effect of these proposals will
be a revénue loss of Rs. 201 cores, which
will be off-set by my proposal to continue
with the levy of surcharge on income-tax
and wealth-tax which will mean a gain of
Rs. 270 crores. Thus, the net increase in
revenue will be Rs. 69 crores.

indirect Taxes

Sir, | will now move on to the proposals
relating to indirect taxes. It has been my
endeavour to see that the basic thrust pro-
vided in the field of indirect taxes in the
Budget last year is carried forward. | have
proposals for providing stimuli’ to cover
agriculture and farming sectors, rural
employment, exports, health and medical
care, housing and construction activities,
technology upgradation and selected
industries such as cement, textiles, elec-
tronics, paper and plastics. There are also
isome important reliefs for the common
man.

Agricultural and other allied sectors

In Pat A of my speech, | have
announced several measures for the
benefit of the farmers, including reduction
in interest rates and reduction in cost of
inputs, such as fertilizers. | now propose a
number of fiscal reliefs for promotion of
agriculture and agro-based activities.

Monobloc pumpsets and submersible
pumpsets are important for irrigation. | am
exempting electric motors used in these
pumpsets from excise duty.

To bring down the cost for farmers, |
propose to fully exempt from excise duty a
large number of pesticide intermediates. |
am-also proposing to reduce customs duty
in respect of a number of pesticides and
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pesticide intermediates from the existing
levels of 105 per cent and 147 per cent to
70 per cent and 60 per cent ad valorem.
These measures will reduce the cost of
indigenous production and the end-
prices.

With a view to promoting modernisation
in the agricultural, horticultural, poultry
and bee-keeping sectors, | am providing
for full exemption from excise duty in
respect of machinery for these sectors
such as sprinkler systems, fodder mixers,
germination appliances, egg candlers, etc.

Cold storages are of great importance
for the marketing of agricultural produce ~
propose to reduce the excise duty on parts
and accessories going into the installation
of cold storage plants from 40 per cent to
15 per cent.ad valorem.

As the House is aware, the Government
has taken up an ambitious programme of
increasing milk production through
genetic improvement of cattle and buffa-
loes. Certain critical equipments, hor-
mones and drugs required for this
programme are accordingly being exemp-
ted from customs duty in excess of 25 per
cent ad valorem.

Food Processing and Packaging

Growth of food processing and packag-
ing industry can be of immense help in
increasing the value-added of agricultural
produce and raising incomes of farmers.
In continuation of certain measures for
growth of this industry, announced by the
Prime Minister last year, it is proposed to
further reduce the customs duty in respect
of 34 specified items of food processing
and packaging machinery from 55 per
cent to 35 per cent ad valorem. | also pro-
pose to reduce the excise duty an prepara-
tions from vegetables, fruits, nuts or other
parts of plants like jams, fruit juices, etc.
from 10 per cent to 5 per cent ad valorem.
Such preparations from vegetables and
fruits like jams, jellies, fruit juices, sauces,
ketchups and pickles, if manufactured in
rural areas by registered cooperative
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societies, Khadi & Village Industries Com-
mission and State Khadi & Village Indus-
tries Boards are proposed to be exempted
from excise duty altogether.

| also propose to reduce the excise duty
on aluminium foil from 25 per cent to 15
per cent ad valorem. This will help in hygie-
nic and scientific packaging of processed
food, drugs, condiments, etc.

Rural Employment

Off-farm self-employment provides a
major route for enhancing income and
earnings in the rural areas. Individually, a
micro-entrepreneur with low stayg
power is vulnerable to adverse market for-
ces. His success lies in cooperative ven-
tures. Hence, |-am providing for a special
scheme for generation of self-employment
in the rural areas. Under the proposed
scheme, specified products, namely,
radios, cassette players and recorders in
combination with radios, tape recorders,
voltage stabilizers, footwear of a value
not exceeding Rs. 75 per pair and a few
other items will be fully exempt from excise
duty, if they are manufactured in rural
areas by registered cooperative societies,
including self-employed” women’'s
cooperatives or cooperative societies
under the Scheme of Development of
Women and Children in Rural Areas or the
Khadi and Village industries Commission
or the State Khadi and Village Industries
Boards.

As Hon'ble Members are aware, there
are a large number of self-employed per-
sons working as carpenters, fitters, electri-
cians, plumbers, etc. To lend further
strength to their toiling hands and with the
twin objectives of increasing their produc-
tivity and earnings, | propose to reduce the
excise duty in respect of some hand tools
like files, screwdrivers, pliers, etc. from
20% to 10% ad valorem.
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To promote better accounting and to
relieve the traders, city-based shop keep-
ers, small businessmen, wholesalers and
small factory owners from the drudgery of
book-keeping at the end of the day, | pro-
pose to reduce excise duty from 20% to
10% on small electronic cash registers of _
assessable value of Rs. 10,000 or below.

Consumer Articles

| am conscious of the fact that common
consumers have been affected by some
price increase. | am anxious to give them
some relief within the constraints in which
| am operating. .

| propose to increase the upper value
limit from Rs. 25,000/- to Rs. 30,000/- for
the purpose of extending the concessional
rate of excise duty of 15 per cent ad valo-
rem in respect of a wide variety of com-
monly used toilet soaps. | am also
proposing to fully exempt from excise
duty laundry and carbolic soaps manufac-
tured in rural areas by cooperatives and
khadi and village industries sector. This
should lead in a reduction of prices of a
wide variety of commonly used toilet
€0aps.

So far, electric bulbs upto 60 watts have
been exempted from excise duty. With a
view to facilitating a brighter luminance in
houses, streets, work places, etc., | pro-
pose to reduce the excise duty in respect
of electric bulbs exceeding 60 watts from
Rs. 1.50 per bulb to Rs. 1.00 per bulb.

As a measure of providing a little more
happiness and education among children,
| propose to completely exempt from
excise duty toys, like toy scooters, toy
pedal cars, dolls, toy musical instruments,
scale models, recreational models, etc.
and inexpensive pencil sharpeners.

With a view to reducing domestic
drudgery, | propose to fully exempt from
excise duty certain domestic electrical
appliances from frying pans to saucepans.
| am also similarly exempting electric ket-
tles, water-boilers, toasters and automatic
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irons. | am also totally exempting stainless
steel utensils from excise duty.

As a further component of anti-
smuggling measures and to cultivate a
greater sense of time-consciousness and
to instil a spirit of greater punctuality among
thé school-going children, college stu-
dents, office-goers, the public generally
and, if | may venture to say so, politicians
like us also, | propose to reduce the excise
duty on wall clocks and quartz clocks and
parts thereof from 15 per cent to 5 per cent
ad valorem. | shall be announcing some
relief for indigenous watch industry later in

my speech.

In respect of glassware, | propose to
,'educe the excise duty in respect of a
number of items of tableware of common
use like jugs, cups, plates, bowls, etc.
manufactured by automatic process from
40 per cent to 25 per cent ad valorem and
those manufactured by the semi-
automatic or mouth-blown processes, to
20 per cent ad valorem.

. | also propose to exempt from excise
duty all children's films and all films
selected for the Indian panorama section
for International Film Festivals.

There can be no better auspicious occa-
sion than the Government's Annual
Budget to exempt sindoor, kajal
[Translation)

MR. SPEAKER: TFiwariji, you have estab-
lished peace in homes. Alta and

mahavar—the age-old symbols of glori-

ous and devout womanhood—from taxa-
tion and, accordingly, | hereby do so by
proposing to fully exempt these from
excise duty.

Health and Medicare

Our goal is to provide cheap and effi-
cient medicare to all our people. Towards
achieving this objective, availability of
essential drugs at lower prices has to be
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ensured. |, therefore, intend to align the
excise tariff, as far as possible, with the
new Drug (Prices Control) Order, 1987. |
propose to provide total exemption from
excise duties in respect of formulations
and bulk drugs which are specified in
Category | of the Drug (Prices Control)
Order. Intermediates for these drugs will
also be fully exempt from excise duty. The
House would recall that the drugs speci-
fied in Category | are required for the
National Health Programmes like T.B.,
Leprosy, Malaria, Filaria Eradication pro-
grammes and programmes for the control
of blindness and trachoma and prevention
of dehydration.

A concessional excise duty of 10% ad
valorem is being prescribed for single
ingredient formulations based on drugs
specified in Category 1l of the Drug (Prices
Control) Order. | also propose to continue
the existing excise duty, exemptions in
respect of specified cardiac drugs and
anti-TB, anti-malaria, anti-leprosy and
anti-diabetic drugs. Two anti-cancer
drugs and an important life-saving drug,
are proposed.to be added to the list of
exempted drugs. However, | propose to
withdraw the existing exemption from cus-
toms duty in respect of specified formula-
tions for which adequate indigenous
capacity has been built up. it is hoped that
these fiscal reliefs will encourage domestic
production and help better availability of
these vital drugs.

| propose to prescribe a nominal excise
levy of 5% on bulk drugs except those

scovered by Category | of Drugs (Prices

Control) Order. This will enable the manu-
facturers to avail of MODVAT credit in
respect of all dutiable inp'uts including
drug intermediates. | also propose to
reduce the import duty on 235 specified "

drug intermediates form 115% to 90% ad
valorem.

In the related field of medicat equip-
ment, the procedure for customs duty-free
import of hospital equipments, apparatus.
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appliances including spare parts and
accessories by Government and
Government-controlled hospitals is being
simplified. Similarly, the procedure for
import of specified sophisticated medical
equipment at a concessional duty of 40%
ad valorem is also being streamlmed In
respect of such imports by Non-F!esldent
Indians, financed out of their own iorelgn
exchange resources, the duty will be even
lower at 20%. Import of such equipment
when financed by Government to Govern-
ment assistance will be exempf from cus-
toms duty.

| propose to extend the concessional
duty to spare parts of such specified equip-
ments also at 40% ad valorem. The list of
medical equipment attracting conces-
sional customs duty at 40% ad valorem is
being enlarged by addition of 83 dental,
-ophthalmological, cardiological, gynaeco-
logical, general surgical and other medical
equipments. Components of these equip-
ments will also be charged duty at 40% as
against the existing levels ranging from
80% to 130% ad valorem in order to encour-
age domestic manufacture of these
equipments.

| also propose to reduce the gxcise duty
on these indigenously manufactured
equipments from 15% to 5% ad valorem.
The excise duty on X-ray films is als6 pro-
posed to be reduced from 15% to 5% ad
valorem. Excise duty on aluminium extru-
sions and square and round tubes used in
the manufacture of artificial limbs is being
exempted altogether.

| hope that our dedicated doctors
throughout the country will now be able to
modernise their hospitals and clinics a lit-
tle faster and patients will get better care
and treatment thereby.

Housing

As | mentioned earlier, in order to
encourage growth of housing it is neces-
sary to reduce the cost of house building
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material. Hence, | propose to provide a
general reduction in excise duty on
cement from Rs. 225 to Rs. 205 per tonne.
The existing differential in_excise duty
rates for certain categories of cement units
will also continue. The levy ratios for cer-
tain categories of cement umts are also
being reduced.

In order to protect the environment and
help divert demand from wood to metals,
excise duty on doors, windows and their
frames and thresholds for doors, made of
aluminium is proposed to be reduced from
20% to 15% ad valorem. Similarly, excise
duty on corrugated sheets of aluminium is
being reduced from 25% to 15% ad valo-
rem. | also propose to reduce the excise
duty on steel doors, windows and their
frames and thresholds for doors from 15%
to 5% ad valorem.

It is time that we think innovatively and
use unconventional materials for housing
which would be cheap and functional. The
excise duty on blocks, slabs, lintels, etc.
constituting structural intermediates and
components of pre-fabricated buildings is
being reduced from 12% to 5% ad valorem.
Similarly, fly ash bricks will pay a lower
duty of 5% ad valorem, and lympo, &
cement substitute, will bear a zero rate of
duty.

To reduce fire hazards, we should pro-
mote the use of fire extinguishers. With
this end in view, | propose to exempt fire-
extinguishers from excise duty.

Exports

To thrive in the highly competitive inter-
national market, our natural advantages
and production efforts have to be supple-
mented by adequate fiscal and other mea-
sures. In this context, | propose to take,
some further measures to promote
exports.

Concessional rates of customs duty
have been provided in the past in respect
of specified items of machinery for identi-
fied export thrust sectors. Eight more
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machines for the garments and hosiery
sector, twenty-three machines for the
‘leather industry, four more machines for
the gem and jewsllery industry and three
more items of textile machinery will now
attract a concessional rate of 35% ad valo-
rem. Specified items of machinery for the
tea, bicycle, silk and woollen industries are
being provided with a concessional cus-
toms duty of 35% ad valorem.

Ivory and Ivory powder are being totally
exempted from customs duty. This will
help reduce poaching in our jungles as
well as provide adequate raw material for
ivory handicraft industry, which is export-
oriented.

The value-imit of duty-free import of
commercial samples Is being enhanced
from Rs. 1000 to Rs. 5000 in a year; and for
duty-free import of prototypes of enai-
neering goods, from Rs. 1000to Rs. 10,000.

Full rebate of excise duty will now be
available for tea exported directly from fac-
tories. The procedure for claiming rebate
of excise duty on export of unblended tea
by merchant-exporters is being simpli-
fied. Green tea ié being exempted from
excise duty altogether.

Capital Goods

In the modern industrial world, obsoles-
cence takes place at a fast rate. Unless one
upgrades the technology continuously,
one is apt to be left out in the race. Follow-
ing Prime Minister’s guideline given in last
year's Budget speech, | had announced in
August 1987, a technology upgradation
scheme, under which fiscal relief was pro-
vided in respect of import of specified
items of capital equipments required for
manufacture of machinery covered by the
scheme at 35% ad valorem. To promote
domestic production of such machinery,
the customs duty on selected raw mate-
rials.needed for their production is being
reduced to 55% from the existing level
ranging from around 100% to 180%. These
include specified insulation materials,
copper conductors and special electrical
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steel sheets for power generation and elec-
trical equipment and clad steel plates for
manufacture of selected industrial
machinery specified in the technology
upgradation scheme. The customs duty on
boiler and pressure vessel quality steel
plates, turbine blade flats and stainless
steel plates required for manufacture of
machinery is also being reduced from 80%
to 55%.

Scientific equipment and spares

There have been persistent demands
from the scientific community for further
fiscal concessions in regard to consuma-
bles required for research and spares of
imported equipment. Keeping in view the
importance of scientific research, the
existing duty concession schemes are
being liberalised. The certification proce-
dures, which have been acting as hurdles
in the clearance of these goods, are being
simplified.

Some specified scientific instruments
and apparatus would bear excise duty of
5% ad valorem instead of the current rate
of 15%.

Textiles

The textile industry has a unique place
in the industrial map of India. It provides
jobs to millions of our peopte. It is a major
exports earmner, and is directly linked to
agriculture. Of late, the industry has suf-
fered from widespread sickness and
haphazard growth. Availability and prices
of raw cotton and cotton yarn have been
subject to considerable instabllity. Hand-
loom weavers are suffereing because of
yarn prices. Powerlooms have their prob-
lems too. While production of synthetic
yarn, which is used for blended fabrics
preferred for their durability by the com-
mon man, has expanded, prices of such
yarn have been very high. Smuggling has
been another problem which, despite
Government’s strong action, has had
some adverse effects on the economy.

In order to overcome these problems, in
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19856, Government had announced a new
Textile Policy. Its primary objective was to
increase production of cloth of acceptable
quality at reasonable prices. In line with
this policy, a number of measures have
already been taken by the Government.
These have yielded results as reflected in
the increase in production and availability
of cloth. | now propose to provide some
fiscal support to the endeavours of the

Ministry of Textiles in reviving this industry .

s0 that, once again, it can regain its rightful
place in our economy. My proposals,
which follow are based on a comprehen-
sive review of the duty structure relating to
the various segments of the industry with a
view to lowering prices, increasing the
demand for fabrics and increasing the
base of production.

In 1985, a scheme was evolved for mak-
ing available duty-free polyester staple
fibre to the handloom sector for manufac-
ture of designated fabrics under a scheme
approved by the Government. | now pro-
pose to reduce the excise duty on polyes-
ter filament yarn for manufacturing
handloom fabrics under a scheme for
supply management and distribution of
fabrics, to be announced by the Ministry of
Textiles. Similarly, viscose filament yarn
will bear a concessional rate of 50 per cent
of the existing duty, when the yarn is
supplied to registered handloom
cooperative societies or any approved
organisation for the development of
handlooms.

| also propose to exempt handloom
woollen fabrics processed by approved
independent processors from excise duty.
Raw wool imported by certain specified
handloom agencies is being exempted
from customs duty. The import duty on
acetate filament yarn is being reduced
from 60 per cent to 45 per cent.

In order to reduce prices of cotton yarn,
it is proposed to reduce the exclse duty on
cotton yarn of counts not exceeding 35 by
10 per cent of the existing rates. The excise
duty on cotton yarn above 35 counts is
being reduced by 3 paise per count. This
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will mean a reduction of upto a maximum
of 28.5 per cent, depending on the count of
yarn. Hank yarn for handloom is ajready
fully exempt to provide further relief to
handioom weavers, as | mentioned, the
subsidy on Janta Cloth is being increased
by 75 paise per square metre from Rs. 2/-
to Rs. 2.75..

Considering the fact that viscose staple
fibre would help substituting for cotton, |
propose to reduce the excise duty on vis-
cose staple fibre cleared for blending with
cotton from the existing level of Rs. 7 perkg.
1o Rs. 5 per kg. Simultaneously, | propose
to increase the duty on viscose staple fibre
used for other purposes to Rs. 8 per kg. to
divert more VSF for cotton blending.

The National Textile Corporation is
already manufacturing cheap fabrics
under a special scheme, for which polyes-
ter staple fibre is being supplied free of
excise duty. | propose to provide that
polyester filament yarn will be available at
a concessional duty rate of Rs. 10 per kg.
to the National Textile Corporation for
manufacturing fabrics under a duty credit
scheme. The details will be announced
separately.

In line with the Textile Policy, in order to
facilitate absorption of increased domestic
production, | propose to reduce fiscal
levies on man-made fibres and yarn. This
would also help revitalise the powerloom
sector which is facing problems of under-
utilisation of capacity and consequent
problems of unemployment. The duty on
polyester staple fibre is being reduced
from Rs. 25 to Rs. 15 per kg., and on
polyester filament yarn from Rs. 83.75 to
Rs. 53.75 per kg. At the same time, in grder
to ensure greater availability and to put
pressure on the domestic producers to
pass on the reduction in excise duties fully
to the consumers, import duties on these
items are also being reduced by about 25
percentage points.

The excise duty on nylon filament yarn
is being reudced from Rs. 70 to Rs. 40 per
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kg. and that on acrylic fibre from Rs. 10to
Rs. 8 per k. Customs duty on these items
is also being suitably redyced.

It is also proposed to reduce the excise
duty on nylon filament yarn for industrial
purposes such.as for manufacture of tyres
for cycles and industrial filter fabrics, from
Rs. 70 to Rs. 8.13 per kg. Nylon filament
yarn of specified deniers used for fishing
nets will pay an even lower concessional
duty of Rs. 4.55 per kg.

| also propose to reduce the excise duty
on certain specified textile machinery
required for modernisation of the mills
from 15 per cent to 5 per cent ad valorem.
The customs duty on certain specifies
machinery for. the garment, hosiery and
woollen industries is being reduced to 35
per cent, as indicated earlier.

Hon'ble Members will agree that these
comprehensive fiscal measures, sup-
ported by other measures takep by the
Ministry of Textiles, should give a boost to
the'textile industry and help protect jobs of
lakhs of workers. These should also

" improve the working of the mills of the
National Textile Corporation | fully expect
and shall insist upon the entire relief being
passed on in the form of lower prices.

At this point, | would also like to ask
manufacturers in all industries, where |
have granted excise concessions, to pass
on the excise relief to consumers in the
form of lower prices. Administrative Minis-
tries concerned are being requested to
keep a close watch on the price behaviour
of these commodities. | shall not hesitate
to withdraw the concessions, wherever
there is evidence of manufacturers taking
undue advantage of these concessions.

Electronics

We have been using the fiscal mecha-
nism for some time to give a boost to the
entire electronics sector. As a result of
Govemment policy, substantial growth
has taken place in this sector, giving
employment to lakhs of young men and
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women. A present, concessional rates of
customs duty of 680% or 70% ad valorem
are available in respect of specified items
of machinery for the electronics industry.
These concessions have been reviewed,
With a view to providing a stimulus and
keeping in view the latest advances in tech-
nology, | propose to extend a uniform con~
cessional duty of 60% ad valorem In
respect of 280 items of machinery for the
electronics sector.-

Customs duty on mouids, tools and dies
required by the electronics industry is
being reduced further from 80% %/80% ad
valorem. The coverage of the graded
structure of duties for raw materials, piece
parts and components for the industry is
being enlarged. Polycrystalline silicon will
now bear a lower duty of 35% instead of
the existing 80%.

Machinery and instruments required for
the manufacture of Rural< Automatic
Exchanges based on indigenous techno-
logy will attract a lower rate of duty of 30%.
A uniform rate of 100% is being provided in
respect of a large number of equipments
for telecommunication transmission,
satellite communication, switching, data
communjication terminals, television trans-
mission, studio and sound broadcasting.
Non-electronic components of these
equipments will bear a lower duty of 80%.
With a view to encouraging production of
high-tech items like Large-Scale Inte-
grated circuits, micro-processors and
other micro-electronics items, import of 22
items of machinery will be allowed at 15%
ad valorem.

At present, computers, computer sys-
tems and peripherals attract varying rates
of duty ranging from zero to 147.5%. As a
rationalisation measure, a uniform rate of
duty of 80% ad valorem plus countervail-
ing duty is being provided in respect of all
computers, computer systems, computer
peripherals and spare parts thereof. Soft-
ware will continue to attract the existing
rates of customs duty at 60% ad valorem.
As an export incentive, accompanying
computer software and start-up spares
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imported under the policy on computer
‘'software export, software - development
and training will be allowed at the rate
applicable to the hardware. Computerised
Numerically Controlled systems and their
parts at present attract a customs duty of
80%. This is being lowered to 55% ad valo-
rem. Excise duty on Computerised
Numerically Controlled systems is being
reduced to 5% ad valorem.

Colour TV sets of screen size exceeding
36 cms and of assessable value exceeding
Rs. 5,000 per set will now attract an excise
duty of Rs. 2,000 instead of Rs. 1,750. How-
ever, such sets of value not exceeding Rs.
5,000 will continue to attract a duty of Rs
1500 per set as at present Excise duty on
audio magnetic tapes is being enhanced
to Rs. 4 per square metre. Blank audio
cassettes are being exempted from duty.
Excise duty on computer software is being
reduced from 25% to 10% ad valorem.

Certain other industries also require a
boost for their further development. My
proposals now cover a number of such
industries.

Plastics

The House would recall that the cus-
toms duties on various plastic materials,
such as LDPE, HDPE, PVC and polypropy-
lene were lowered in September, 1987, in
the wake of the steep hike in the interna-
tional prices of these materials. Interna-
tional prices have since gone up even
higher and there is need for further reduc-
tion in customs duties. |, therefore, pro-
pose to reduce the basic customs duty on
LDPE from Rs. 3,000 to Rs. 2,000 per tonne
and on HDPE from 30 per cent to 20 per
cent ad valorem.

The auxiliary duty of customs on PVC is
proposed to be converted from ad valorem
to specific, and in the case of suspension
grade PVC is being reduced to Rs. 2000
per tonne to give a boost to the plastic
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industry and in the case of paste grade to
Rs. 4000 per tonne. In the case of poly-
propylene, auxiliary duty is being reduced
from 45 per cent to 30 per cent ad
volorem.

Automotive Sector

In the automotive sector, | propose to
extend the concessional rate of 55 per cent
customs duty in respect of parts for certain
additional compoments to be manufac-
tured by auto ancillaries for supply to fuel-
efficient motor vehicles. Parts of specified
as well as additional components of fuel-
efficient two-wheelers and light commer-
cial vehicles will now attaract a lower rate
of custom duty of 40 per cent ad valorem
as against the current rate of 55 per centad
valorem. Concessional rate of customs
duty of 55 per cent ad valorem in respect of
components required for the manufacture
of fuel-efficient cars upto 1000 cc under
phased manufacturing programme is pro-
posed to be made available for a further
period from 1.3.1988 to 31.3.1990. Fuel-
efficient motor cars of engine capacity
exceeding 1000 ¢cc manufactured under
approved phagsed manufacturing
progrmme  will, however, now attract
excise duty at the rate of 30 per-cent ad
valorem instead of the existing 25 per cent.

| propose to reduce the excise duty from
Rs. 1000 to Rs. 500 per body in respect of
bodies of such three-wheeler autorick-
shaws, which are used by the general pub-
lic in major cities.

Vegetable olls

In order to cut down on imports of yeget-
able oils, the Government had taken fiscal
measures in the previous years so as to
encourage domestic production of edible
oils. These measures have had encourag-
ing results. As a follow-up of the measures
taken in the last two years, | propose to
provide total exemption from excise duty
in respect of refined safflower oil. Rebate
for the use of solvent-extracted cotton
seed 0il in the manufacture of vanaspati is
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peing-increased from Rs. 3250 to Rs. 4000
per tonne. Rebate for the use of indigen-
ous plam oil in the manufacture of vanas-
pati is also being made available at the rate

of Rs. 3250 per tonne. Solveht-extracted -

sunflower and safflower oils will, hence-
forth, qualify for rebate at the rate of Rs.
3250 per tonne, if used in the manufacture
of vanaspati. | am also proposing an
increase in the rate of rebate from Rs. 320
to Rs 640 per tonne for the use of rice bran
oil in the manufacture of soaps.

Paper and Paper Board

| propose to reduce’ the excise duty on
paper and paper board manufacturd by
small paper mills by Rs. 100 per tonne in
each of the existing slabs. Paper and paper
board manufactured by mills using agri-
cultural residues like cereal straw,
bagasse, grasses and jute waste, etc.
already attract a lower rate of excise duty
of 10 per cent ad valorem plus Rs. 800 per
tonne. | propose to reduce this duty further
by Rs. 300 per tonne. Concession of 50 per
cent of the excise duty available to certain
new paper mills upto 31.3.1988 is being
continued till 31.3.1990.

Specified items of machinery for manu-
facture of newsprint are being provided
with a concessional rate of customs duty
of 25 per cent ad valorem.

| also propose to provide for import of
machinery for binding and multi-colour
sheet-fed off-set printing machine by reg-
istered newspaper establishements at con-
cessional rates of customs duty

Rolling Bearing Industry

In respect of 21 items of machinery for
the rolling bearing industry, a conessional
duty of customs at 35 per cent ad valorem
is being provided.

Watches

With a view to giving a futher boost to
domestic watch industry, | intend to
reduce customs duty from 55 per cent to
35 per cent ad valorem in respect of certain
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horological machinery and testing instru-
ments. The list of horological raw mate-
rials attracting concessional customs duty
of 25 per cent ad valorem is being
enlarged. In addition, my detailed propos-
als provide for a sound package for certain
specified parts.

Gilass and glassware

| propose to restore the concessional
rate of excise duty of 30 per cent ad valo-

'rem in respect of glass and glassware

manufatured by the semi-automatic
sector.

Energy Conservation

In our industrial processes, many of us
have remained rather unresponsive to the
need for energy conservation and energy
recycling. The concept of energy conser-
vation is still in its infancy in the country
and we have to provide some incentive in
that direction. Accordingly, 15 specified
energy-saving equipments are being
exempted from customs duty in excess of
40 per cent ad valorem.

Hotels

To promote tourism in the country, cer-
tain additional equipments required by
hotels are being extended a concessional
rate of customs duty of 90 per cent.

Rationalisation Measures

My proposals on the indirect taxes
include certain rationalisation measures.

(@)  Industry has found the MODVAT
system beneficial. The precedu-
ral problems faced in the initial
stages have, by and large, been
sorted out. | propose to rational-
ize rates of excise duty in respect
of a few commodities, including
paints based on synthetic poly-
mers, trailers, furniture, phthalic
anhydride and coated textiles as
a part of MODVAT corrections.
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(b)

()

(d)

(e)

(M

The scheme of excise duty con-
cessions applicable to small
scale industry relating to air-
conditioning and refrigerating
appliances and parts thereof Is
being slightly modified to enable
full utilisation of the MODVAT

credit.

| propose to align the excise tariff
relating to ferrous and non-
ferrous metals and articles the-
reof with the corresponding
chapters of the Harmonised Sys-
tem which would help reduce
classification disputes. Tariff
rates cf excise duty in respect of
items relating to iron and steel and
copper are being revised. The
effective rates of excise duty
would by and large be main-
tained. A uniform rate of excise
duty of Rs. 550 per tonne is being
prescribed in respect of unma-
chined forgings and forged pro-
ducts of steel. The basic customs
duty on ships, vessels and other
floating structures imported for
breaking up is being reduced
from Rs. 1035 to Rs. 750 per Light
Displacement Tonnage.

Certain proposals for rationalis-
ing and rounding oft of rates of
excise duty in respect of Petro-
leum products are being made.
These proposals have no signifi-
cant revenue implications.

The scheme of excise duty con-
cession to manufacturers of
tread rubber in the small scale

sector is being revised as an anti-

evasion measure.

As an anti-evasion measure, | am
also proposing to enhance the
basic customs duty in respect of
certain compound alcoholic
preparations of a kind used for

the manutfacture of beverages to
Rs. 80 per litre or 270%, whi-
chever is higher.

() There have been some reports
regarding under-invoicing in
respect of imports of galvanised
steel sheets, tin plates and cold
rolled steel sheets. In order to
deal with this problem, the basic
customs duty in respect of these
goods is being converted from ad
valorem-cum-specific rates into
specific rates.

(h) Specific rates of excise duty in
respect of air-conditioners upto
7.5 tonnes capacity are being
revised. Specific rates are also
being prescribed in respect of
air-conditioners exceeding 7.5
tonnes but not exceeding, 15
tonnes.

(i) As an anti-evasion measure,
excise duty on paste grade PVC
is proposed to be increased from
40% to 60% ad valorem. The duty
paid on the resin would be availa-
ble as MODVAT credit. Effective
rates of duty on coated textiles
are being suitably revised.

(i) In order to provide protection to
the indigenous industry, | am
proposing to enhance the basic
customs duty in respect of
Sodium Formaldehyde Sulphox-
ylate from 70% to 110% and:
Sodium Ferrocyanide from 70%
to 100% and iron powder from
40% to 70%. The basic customs
duty in respect of palm nuts and
kernels is also proposed to be
raised from 60% to 200% ad
valorem,

Legisiative changes and other changes
of minor significance: Apart from the
above proposals, certain amendments
have aiso been proposed in the Finance
Bill effecting changes in the excise and
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customs tariffs. These amendments are
basically enabling provisions without any
major revenue significance. Besides, there
are a few minor proposals for continuing,
amending or rescinding existing notifica-
tions including one for giving retrospec-
tive effect to an amending notification. To
save the precious time of the House, | do
not wish to dwell on them. | am also provid-
ing for amendment of some of the provi-
sions of the Customs Act, 1962, details of
which are in the Finance bill. A few amend-
ments to the Central Sales Tax Act, 1956,
are also proposed, so as to align the defini-
tions of certain goods of special impor-.
tance with reference to the Central Excise
Tariff Act, 1985.

Copies of notifications giving effect to
the changes in the customs and excise
duties effective from Ist March, 1988 will
be laid on the Table of the House in due

~ course.

Anti-smuggling drive: Our anti-
smuggling efforts yielded a seizure of Rs.
250 crores of contraband goods in 1987
which is the highest ever. | have instructed
the concerned authorities to relentlessly
continue the drive against smuggling, tax
evasion and black money. | also seek the
active cooperation of the State Govern-
ments, as it is with their assistance that we
can succeed in this task. | hope and trust
that the State Governments will also
mount active steps against hoarding,
black-marketing, smuggling and sale of
smuggled goods.

Revenue effect: Details of all the pluses
and minuses in respect of individual items
covered in my proposals are in the Explan-
atory Memorandum to the Finance Bill. In
the aggregate, my proposals in respect of
Customs and Central Excise duties out-
lined above are likely to yield additional
revenue of Rs. 515.75 crores from Cus-
toms duties and Rs. 749.17 crores from
Excise duties. The concesssions and
reliefs aggregate.to Rs. 209.44 crores on
the Customs side and Rs. 509.79 crores on
the Excise side. The net additional revenue
from Customs duties would, thus, be Rs.
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306.31 croes and that from Excise duties
Rs. 238.38 crores. In Excise duties, the
Centre's share would be Rs. 117.23 crores
and that of States, Rs. 122.15 crores. Outof
the total net additional yield of Rs. 545.58
crores, the Centre's share would be Rs.
423.54 crores and that of the States, Rs.
122.15 crores.

Taking into account the addtional yield
from the modifications proposed in direct
and indirect taxes and the revision
announced a few days ago in postal tariffs,
the year end deficit for the next year is
estimated at Rs. 7484 crores. Government
reiterates its determinaticn to closely mon-

~ Itor expenditure, maximise collection of

revenues andcontain the budgetary deficit.

Mr. Speaker, Sir, in framing the Budget
proposals, my guiding principle has been
the need to boost agriculture, help the
poor and generate more employment,
investment and growth.India's achieve-
ments since Independence are the result
of the untiring efforts of all our people.
Every section of our people has contrib-
uted to build the country’s economy. No
Single section or region or group can
claim exclusive credit for it. The nation's
Parliament as the supreme forum of our
democracy has also made an invaluable
contribution. In all humility, may | take this
opportunity to request through you, Sir, all
the Hon'ble Members of parliament, to
make this year's debate on the budget a
participaiory and constructive endeavour
to evolve a nationally accepted strategy to
achieve our goals. '

Let us be proud of what all of us together
have been able to do and if there are any
inadequacies or deficiencies, let us over-
come them collectively. Let us all join in
the exciting task of India's economic
development and do so by making it a
common fraternal partnership of the entire
Indian people. As our Prime Minister Shri
Rajiv Gandhi said a couple of months ago:

“Our socialism is our own. It isnota
foreign transplant. It is not cast in
someone else's ideological mould. it
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is rooted in our own history, our
culture, our realities; Ganghiji
enjoined us to work for the Daridra
Narayan, to wipe every tear from
every eye. This constitutes the moral
imperative of our socialism.”

This is also the message that this Budget
seeks to convey. Sir, | now commend this
budget to the House.

MR SPEAKER. | commend your endu-
rance also, Sir.

(Interruptions)

19.05 hrs.
[English]
FINANCE BILL* 1988
THE MINISTER OF FINANCE AND
MINISTER OF COMMERCE (SHRI

NARAYAN DATT TIWARI) Sir, | begto move
forleave to introduce aBillto giveeffect to the
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financial proposals of the Central Govern-
ment for the financial year 1988-89.

MR. SPEAKER: The question is:

“That leave be granted tointroduce a
Bill to give effect to the financial
proposals of the Central Govern-
ment for the financial year 1988-89."

The motion was adopted.

SHRI N}\RAYAN DATT TIWARI: Sir, |
introduce** the Bill.

MR. SPEAKER: The Bill has been
introduced.

The House stands adjourned to meet
again at 11.00 a.m. on Ist March, 1988.

19.06 hrs.
The Lok Sabha then adjourned till Eteven

of the Clock on Tuesday, March 1,
1988/Phalguna 11, 1909 (Saka).

* Published In Gazette of India Extraordinary,, Part i, section 2, dated?29 2 1988.

**Introduced with the recom mendation of the President.
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