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Economic Situation

160. SHRI B. V. DESAT: Will the Mi-
nister of FINANCE be pleased to
state:

(a) whether production and produc-
tivity in firm and factory sectors,k are
looking up but the Indian economy is
not still out of the woods because of
the uninttrrupted march of inflationa-
ry trend, monefary extensions, trade
gap and the consequent problems of
foreign exchange scarcity;

(b) whether this was the view ex-
pressed in the RBI reports;

(¢) whether it has also pointed out
(i) that the IMF loan cannot he view-
ed as a suflicient condition for streng-
thening of the economy, (ii) that it
wil] not provide balance of payments
support in the immediate future, (iii)
that eflective price stability can be
achieved only through improved grow-
the of overall production and producti-
vity through higher investments and
optimum utilisation of the available
resources; and

(d) if so, to what extent Govern-
ment have taken/propose to take
steps in this regard?

THE MINISTER OF FINANCE
(SHRI PRANAB MUKHERJEE): (a)
and (b) RBI report on Currency and
Finance, 1980-81 provides a detailed re-
view of economic situation durjng the
vear July 1980 to June 1981, It is not
possible {0 ascribe the interpretation
stated in part (a) of the question to
the Report.

(c) It is stated in the Report that
the loan sanctioned to India by the
IMF under its Extended Fund Facili-
ty in jtself cannot be viewed as a suf-
ficient condition for the strengthening
of the economy and states that the re-
quirements of economi¢c management
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» are more investment and more effec-
tive utilisation of available resources.
1t is also stated that the IMF loan
should provide the balance of payment
support in the immediate future.

(d) As a result of steps taken by
the Government so far there has been
a significant improvement in the eco-
nomic situation. The detailed review
of the economic situation and polices
will be presented in the Economic
Survey 1981-82 and the Budget for
1982-83.

Fisca] Policies adopted by State
Governments

161. SHRI B. V. DESAI: Will the
Minister of FINANCE be pleased to
state:

(a) whether the Reserve Bank of
Indis has severely indicated State. Go-
vernments for adopting rigid and es-
capist fiscal policies which are not con-
ducive to the economy growth and
will have an adverse impact on na-
iion's economy;

(b) whether it has also expressed
deep concern over the fact, that in
spite of improvement in firm and fac-
tory production in 1980-81 and antici-
pated increase In 1981-82, States re-
venues gre tending to decelerate;

(c¢) whether it has also pointed out
that the combined estimates of the
p‘cates for 1981-82 show a considerable
deficit for the third year in succession
despite substantial devolution of re-
sources from the Centre.

(d) whether R.B.I. has also found
that the State Government underta-
kings, particularly State Electricity
Boards and Road Transport Corpora-
tions, would not be able to ensure re-
turns and contribute resources to fina-
lise the annual Plans; and

(e) if so, the action his Ministry
propose to take in view of this attitu-
de of the State Governments?,
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THE MINISTER OF FINANCE
(SIIRI PRANAB MUKHERJEE): (a)
The Reserve Bank of India has, in its
annual study of the State finances du-
ring 1981-82 published in its Bulletin
of August 1981, made certain ¢comments
on fhe fiscal polices adopted by the
State Governments, in which it has
mentioned that there are indications
of the emergence of rigidity in the
budgetary  position of the States
which may not be conductive to eco-
nomic growth, There is no indictment
of the State Governments in the afore-
said publication. The Reserve Bank of
India has separately clarifiel that
the rigidity is reflected in the small
growth rate assumed in the budget es-
fimates 1981-82 in respect of aggregate
receipts and developmental] expendi-
ture as compared to the larger rates of
growth in the preceding years.

(b) Such an observation has heen
made.

(c) Yes, Sir.

(d) Yes, Sir. The Reserve Bank of
India has clarified that this observa-
tion is based on the statement made in
the Sixth Five Year Plan 1980—85 that
the State Electricity Boards and State
Road Transport Corporations are ex-
pected to incur huge losses at the ex-
isting levels of tariffs and fares.

(e) The Deputy Chairman, Planning
Commission, has had a series of dis-
cussions with the Chief Ministers of
all the states (except West DLengal)
for finalising the Annual Plan 1982-
83 when he had discussed the resour-
ces of the States for the current year
also. At these discusions a more rea-
listic estimate of aggregate receipts
and expenditure was made. The State
Electricity Boards and State Road
Transport Corporations have tzken a
number of steps to improve their re-
sources position and State Govern-
ments have promised to ensurs better
performance by them. It has also been
decided that the current year-end ae-
ficits would be adjusted in such a man-
ner gs to enable the States to have a
Plan size in 1982-83 that does not re-
tard the pace of development. The





