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MR. SPEAKER : The hon. Minister of Finance will now reply to the debate on price rise.

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): Sir, I am grateful to the hon. Members for the
very useful and constructive debate that took place yesterday. The debate was initiated by Dr. Chinta Mohan and
then from the Opposition Benches was led by Prof. Vijay Kumar Malhotra.

12.56 hrs.
(Mr. Deputy-Speaker in the Chair)

Sir, we discussed price rise in the last Session. This is not the first time price rise is discussed in
Parliament. Price rise is discussed from time to time. In fact, the issue of price rise has been discussed in

virtually every Session of Parliament for many years. For example, this was discussed in the Lok Sabha on the

9th of July, 1998, between the 3™ and 8™ of December, 1998, 27t of April, 2000 and I sincerely hope that Prof.

Malhotra and his friends will recall what was said during those discussions also. ... (Interruptions)
SHRI MOHAN SINGH (DEORIA): And the same thing will be repeated today. ... (Interruptions)
SHRI P. CHIDAMBARAM : It will not be there. I will tell you why.

MR. DEPUTY-SPEAKER : Please do not disturb.

SHRI P. CHIDAMBARAM : Sir, we are talking about both inflation measures, the WPI, CPI, and other indices
as well as the prices of essential commodities actually in the market. The first is a phenomenon that we find in
virtually every developing country, and we find today even in developed countries. The second is a
phenomenon that we find from time to time and I will explain why that happens. Prof. Ramadass is not here. |
think he made a very significant contribution. Perhaps, Prof. Malhotra and others were not present at that time. |
think he made a



very significant contribution explaining the difference between these two. In my own way [ will try to
explain.

Let us first look at the WPI. Today, for example, the Department will report — not my Department but the
Department that is responsible for collecting this data — that the WPI has again declined from last week’s 4.68 to

about 4.52 or so. If you look at WPI, in 1998-99 for four weeks between 1% of July and 200d of July WPI was 7

per cent and more. ... (Interruptions)

. o HaR A (Sfén fieet) - Wikma safsda & fov so @, &1 oy & &% 72 21 ... (2@uE) It was

only 15 per cent. ... (Interruptions)

SHRI P. CHIDAMBARAM : [ am coming to that. I have tried to make a distinction. ... (Interruptions) If you
want to reply on my behalf, I will sit down. I have made a distinction. Malhotraji, I made a distinction between
WPI and prices in the market and I said I will deal with both. I said so. Kindly listen to me. You do not need the
earphone. I am speaking in English only. You do not need that. Maybe the translation is saying something else.
... (Interruptions) Let us look at the WPI. I will tell you why that happens and what is the impact.

Again, from 215 October to 27 December, 1998 the WPI was over 7 per cent. It touched 7.3 per
cent[krr26].

13.00 hrs.

For the most part of 2000-01, the WPI was well over six per cent. It touched a high of 8.8 per cent on
13.1.01. In fact, when the change over from the NDA Government to UPA Government took place, the WPI was
on the rise. It rose from a low of 1.6 per cent on 24.3.04 to 5.6 per cent when the new Government came. The
point I am making 1s that WPI rises and falls for a variety of reasons. The two main reasons are cost-push
inflation and demand-pull inflation. World over, fuel prices have increased and metal prices have hardened.
Take, for example, fuel prices. The NDA Government, if I may say this, was extraordinarily lucky regarding fuel
prices. Fuel prices were about $ 23 a barrel in 2003-04. Today, as you know, it is $ 70 a barrel. It is three times.
Metal prices have hardened throughout the world. When these prices harden - these are inputs like fuel - there is

a cost-push inflation and the cost-push inflation is reflected in the WPI.

The second reason for WPI to increase is demand-pull inflation. There is so much more demand, and
supply does not catch up with demand. Take, for example, cement and steel. Now, we complain about cement
prices being high and steel prices being high. Why? The demand for steel and cement is so high today but even
at these prices, people are willing to borrow money to build their own homes or buy their own homes. Home
loans are growing at 44 per cent. People are willing to leverage their current income and their future income in
order to borrow and build their home or buy a home. When the cement capacity and steel capacity does not
match the demand for cement and steel, naturally prices rise. This is demand-pull inflation. We find it in every
developing country. You take credit for the growth that you recorded in 2003-04 and we take credit for the high
growth that we have recorded in 2004-05 and 2005-06. If the economy is growing at eight per cent or more,
inevitably, there will be some demand-pull inflation. Capacity has to match up with the demand for these items
and commodities.



When the WPI increases, with a lag, the CPI will also increase because wholesale prices will get
reflected in the retail prices and that is what has happened since the month of March-April. We are taking steps
to moderate cost-push inflation and demand-pull inflation. On cost-push inflation, we are taking steps on the
fiscal side. We have cut customs duties and we have cut excise duties. If necessary, we will take further steps.
On the demand-pull inflation side, monetary steps are being taken. The Reserve Bank of India has taken a tighter

monetary stance and the monetary steps that the Reserve Bank of India takes will moderate inflation.

But that does not satisfy the common man because these are numbers. These numbers are relevant. These
numbers are something which Members of Parliament should be aware of. These numbers will indeed have an
impact upon retail prices of essential commodities for the common man. This discussion is about essential
commodities. Now, why are prices of essential commodities going up? One of the reasons is that general
inflation is going up because of cost-push factors and demand-pull factors.

The other and the more important reason, with which we are directly concerned today, is supply shocks.
What has happened is that three commodities which are essential have driven this price rise. These commodities

are wheat, pulses and sugar. Now, we can go into each one of these. Take, for example, wheat[S27].

The advanced estimates for the production of wheat in 2004-2005 -- contrary to what was said here --
placed it at 74 million tonnes. Finally, the estimates placed the final wheat production only at 68 million tonnes.
In the year 2005-2006, the advanced estimate placed it at as high as 73 mullion tonnes, but the final wheat

production was only 69.48 million tonnes.

There has been a decline in wheat production, and it was less than what was anticipated or projected. As
a result of this, the public stocks dwindled. This was because the off-take of wheat takes place through the PDS,
open market sales, etc. The projections for the current year are good, but we will have to wait and see how the
monsoon behaves, and what eventually the crop turns out to be. Let me give you the figures of procurement for
2005-2006 compared to the previous year 2004-2005. In 2004-2003, as I said, the production was about 68.6
million tonnes. Nearly, 15.9 million tonnes came to the market, out of which 14.77 million tonnes were actually
procured, that is, about 147 lakh tonnes of wheat was procured. This represents 92.84 per cent of arrivals in the
market. In 2005-2006, only 13.64 million tonnes arrived in the market, which was slightly less than the arrivals
of the previous year, but only 9.22 million tonnes were procured, that is, 92 lakh tonnes were procured. This

means that 67.6 per cent of the arrivals was procured in the market.

I am not trying to fix blame, but virtually every State that was given a target including Punjab, Haryana,
and Uttar Pradesh all failed to meet their target on procurement. Since procurement declined and the overall
production was not as anticipated or projected, there was a psychology of scarcity. Therefore, the wheat prices
started to rise. This is essentially a supply-side shock and a supply-side deficit. In order to meet this supply
shock, the Government decided to import wheat. Now, this decision has been taken, and wheat 1s arriving in the
Indian ports and prices have shown a declining trend in the futures or forward markets as well as in the spot
markets. This will get reflected in the actual retail market with a time lag. If the total availability of wheat in the
country -- public stocks and private stocks -- is less, then you can augment the total stock of the country only by
import. If there are adequate private stocks, then you can find ways to convert private stocks to public stocks,



but if the total availability of public stocks and private stocks taken together is not adequate, then this can only
be augmented in the short run by import. In the long-term, of course, we must increase production and
productivity, but in the short-term this can only be increased by imports. This 1s precisely what the Government

is doing, and it will get reflected in the retail prices as it was in previous years with a time lag.

The next point about which I would like to talk is pulses. This country is chronically deficit in
pulses, and this deficit is not there from this year or last year, but this deficit has been there for many
years. We have always imported pulses, which is why pulses are an OGL. In 2003-2004, the total
production of pulses was 149 lakh tonnes, and we imported 17 lakh tonnes; in 2004-20035, the total
production of pulses was 131 lakh tonnes, and we imported 13 lakh tonnes; in 2005-2006, the total
production of pulses was 139 lakh tonnes, and we imported 16 lakh tonnes. This problem has been
accentuated this year because the pulses that we consume are largely available only in Myanmar[ak28].

In Myanmar also, there has been a decline in production. Pulses are not available in Myanmar in the
quantities that we want, but we have allowed import of pulses. These pulses will come, whatever quantities are
available will come, but as long as there is an overall shortage between demand and supply, I am afraid, prices of
pulses will not moderate immediately. When new supplies arrive, when the new crops come, then alone prices of

pulses will moderate. ... (Interruptions)

SHRI MOHAN SINGH : Next year!

SHRI P. CHIDAMBARAM: In the current year, whenever the next crop comes. ... (Interruptions) I think, the
hon. Member wants to speak. If you permit him, let him speak.

IUTETY HEIed  : |l Off B 31U wWiiE e B o ST, S a1 aiferg|

... (&Tagr)
SHRI P. CHIDAMBARAM: Please listen to me first; you keep on asking questions.

MR. DEPUTY-SPEAKER: Please do not disturb the Minister. This is not the proper way. Nothing will go on
record.

(Interruptions)™ ...

SHRI P. CHIDAMBARAM: You had a debate in May when the Minister of Agriculture answered all your
questions. I am duty bound to answer on behalf of the Government, but we are answering 1ssues which were
answered in May. If a further discussion is required, I am sure, the Minister of Agriculture will come and
answer. However, I am answering on behalf of the Government as to why we are short of pulses, and why the

demand and supply gap in pulses has increased.

Thirdly, in 2002-03, the total sugar production was 201 lakh tonnes, in 2003-04, it fell to 139 lakh
tonnes, and in 2004-05, it fell to 130 lakh tonnes. I will tell you why.



* Not Recorded
1. fasa $aR "Aegtan  : weiey, fha @1 &1 9 wigw e @1 8, S @ e e 2. (gaur)

SHRI P. CHIDAMBARAM: In 2003-04, it was your Government, and from 2004-05, our Government is there.
If the policy that we pursued is wrong, then the policy that you pursued is also wrong.

I will tell you why. If you ask me a question, you must wait for a while.

MR. DEPUTY-SPEAKER: Please address the Chair and not the individual Members. There should be no

running commentary please.

SHRI P. CHIDAMBARAM: One was the deficiency in rains, and the other was that farmers switched from
sugarcane to other crops, which were more remunerative. Prices of sugar fell to Rs. 15 to Rs. 16; it pleased the
consumer, but it did not please the farmer. So, he switched over from sugarcane to another crop. This is a double
edged sword. If prices for the consumer have to be maintained, one has to keep in mind the prices for the farmer

also. ... (Interruptions)

SHRI GURUDAS DASGUPTA (PANSKURA): It is a dangerous argument.

SHRI P. CHIDAMBARAM: What is dangerous?

SHRI RAJIV RANJAN SINGH ‘LALAN’ (BEGUSARAI): It is not based on reality.

IUTEE HEIGT  : HAl Ot BT U 91 GH DY o1 ST, IHD 919 Y (YT 91T B oI T

... (caadr)
MR. DEPUTY-SPEAKER: This is not the way.

SHRI P. CHIDAMBARAM: If you have to increase sugarcane prices for the farmer, then, inevitably, we have to
increase the price that is fixed under the Sugarcane Control Order and consequently sugar prices will increase.

... (Interruptions)

SHRI RAJIV RANJAN SINGH ‘LALAN’ : Give them subsidy.

SHRI P. CHIDAMBARAM: We will come to that question. If you increase the prices of sugarcane, the price of
sugar will also rise. When prices of sugar fell sharply in these two years, the sugarcane farmers switched over
from sugarcane to another crop. This 1ssue was raised and this was answered in May. I am telling you that you

need to find a balance between prices for farmers and prices for consumers. ... (Interruptions)

PROF. VIJAY KUMAR MALHOTRA : It is a fallacious argument.



SHRI P. CHIDAMBARAM: This argument may be fallacious for you, but this argument is logical from my

point of view. In 2005-06, the production was 191 lakh tonnes. In 2006-07, the crop that is starting from 15 of
October promises to be a good crop. Once this crop starts coming, once this sugarcane is crushed and sugar is

produced, prices will decline.

Now, Sir, let us look at the price situation.

o1, fasTa PAR AegiaT  : #Eled, W3l Off S P dldd = €, 98 S el &1 WEy W W b BRIS| Nl DI glerd dgd @R
B T B 3FR S¥I ORE BT TA19 &1 ® a1 39 G | T G 7. (@agE[R29]) wH B A1 e, a8 78 99 g

U HEIGY & 3T Ul #Al il H1 9@ a A o |

. fISTT AR Fe@3T @ oY b @ € fF gt 91d G o, R FA Of W & 9@ 9 @ A, G BT B BrIar T8 8
Sy &4 WS W aIdhamSe Hd Bl

SHRI P. CHIDAMBARAM: Anyway you have decided to do that, what is the point?

13.15 hrs.
(At this stage, Prof. Vijay Kumar Malhotra and some

other hon. Members left the House.)

2t Iroftg 3o fiE ‘o’ @ SUTene WISy, S99 U 7 d1 $is BRIDA & SN 7 BIS db ol Ig Ward W Al & Raard
2 gafaw 89 o ¥ &1 afitdR & 2l

SHRI P. CHIDAMBARAM: Anyway, it is Friday afternoon. You will have to go early. ... (Interruptions)

13.15 % hrs.

(At this stage Shri Rajiv Ranjan Singh ‘Lalan’ and some

other hon. Members left the House.)

... (Interruptions)

SHRI P. CHIDAMBARAM: If you sit down and listen, you will get an answer. If you go out, I will still answer
... (Interruptions) Sir, the only way to bring down the prices of these key essential commodities is ...
(Interruptions) Sir, he 1s going out. He should go quietly.

MR. DEPUTY-SPEAKER: Please do not disturb the House.



SHRI P. CHIDAMBARAM: The only way in which prices for the housewife, for the common man will come
down in the retail market of essential commodities is to augment supply of these commodities. As long as there

1s a supply side shortage, supply deficit ... (Interruptions)
SHRI GURUDAS DASGUPTA : You should tackle blackmarketing.
SHRI P. CHIDAMBARAM: I will deal with that.

SHRI BASU DEB ACHARIA (BANKURA): What about the assurance you have given two months back that
all the essential commodities will be made available at reasonable prices.

IUTeAE WSy : Rere # $o T o @ 2
(eagm) *. ..

SHRI P. CHIDAMBARAM: You have asked the question. Now wait for an answer. I am answering in a

responsible manner. What is the point in raising your voice against me?

MR DEPUTY-SPEAKER: Achariaji, this is not the way.

* Not Recorded

SHRI P. CHIDAMBARAM: That this is an unprecedented phenomenon, that these prices will never come down,
these are wrong assumptions. Take Toor Dal for example. In 1999 its price was Rs.34 per kg; it came down to
Rs.26 per kg when supply was augmented. Take onions. Its price was Rs.11 per kg in 1999; it came down to
Rs.8 in 2000. Today its price 1s Rs.4. ... (Interruptions)

SHRI GURUDAS DASGUPTA : What is the reason for suicides by farmers?

SHRI P. CHIDAMBARAM: Listen to me. I am answering. It can only be done by augmenting supply. ...

(Interruptions) You are not listening. ... (Interruptions)
SHRI BASU DEB ACHARIA : Farmers are not getting the right price.

MR. DEPUTY-SPEAKER: How can I allow you to interrupt the hon. Minister?



W. X YTl Aed (FRAe) : od 6 @ U Bl €, ol GXdl eIl §, 9/ el gl & a1 HEW & Oial 8, I BIg ad el
2. (aaur)

IS HEIed : I Ugdd 9d1d o1 «, [ I8 ol
... (craEm)

SHRI P. CHIDAMBARAM: Is this not a relevant figure? I am giving you only relevant figures.

Ol XM MUTA qed : 919 fHaH & U BIdT 8, 99 Xl 8l §, 9@ A8l &K1 ®, d A& &l g1 9 ST & a1l §, 9
TN 9aT o & "l Off dHSI & STl H IASNHR el a1d Tel a1 aIed & 9ol 8H Fed A AqTHaSe Hd &l

13.16 hrs.

(At this stage, Prof. Ram Gopal Yadav and some other hon. Members left the House.)

SHRI P. CHIDAMBARAM: Sir, [ think they do not wish to get an answer.
SHRI GURUDAS DASGUPTA : That price was wrong price.

SHRI P. CHIDAMBARAM: That is what I am saying, that price is wrong.
SHRI GURUDAS DASGUPTA: But you are taking satisfaction.

SHRI P. CHIDAMBARAM: I am not taking satisfaction. I am saying that price 1s wrong. Therefore, when prices

rise in the retail market, prices will come down once you augment the supply.... (Interruptions)

MR. DEPUTY-SPEAKER: I will not permit the hon. Minister to be interrupted like this.

SHRI P. CHIDAMBARAM: You have asked a question and you must wait for the answer. ... (Interruptions)
SHRI BASU DEB ACHARIA : You have spoken for 20 minutes.

SHRI P. CHIDAMBARAM: You have spoken for fifty minutes. Please wait for the answer.

IUTES HEIGY : 9P| Wid @H B & d1g MTH! §HY foar S, oftew §ia § S seve &, a8 Rars § =gl en|

#ft aga I : die-da # S dren S g, a8 A Rere | S @y

JUTES HEIGd ¢ fhe O I8 STYT SIaTd WH B Tl DY Ui | U @A W @ 8, g9HT g3 @are 2
off aga AR @ T WA W, W& B A1 @ BT AS A @ 2. (ayE)

SHRI GURUDAS DASGUPTA : Sir, may I point out that interruptions are a part of Parliamentary proceedings?



SHRI P. CHIDAMBARAM: I accept that. But it looks like I am interrupting you.
SUTETE ARIGY : 3P W WA B B 918 H AMUBT FHT 4N, AT 9§ geve 7 B R31][KMR30]|
IUTEIE HElGd  : WEMHUA Sfl, 3MUd! 91 Rere wR 78l o @l 811 feel sorry. This will not go on record.

(Interruptions)™ ...

YT TEIGT : MU S5 G a of | 3MUdt ard Reprs w= 78 o & B

... \&adgrH)

* Not Recorded
MR. DEPUTY-SPEAKER: Please continue, Shri Chidambaram.

... (Interruptions)
SHRI P. CHIDAMBARAM: Therefore, the only way to bring down the moderate prices ..... (Interruptions)

SUTEAS HEIGd @ 3R 1Y Al A8 @red o § fAfiwex wed 97 & forg weal

... (S9gmH)
MR. DEPUTY-SPEAKER: Let him to continue his speech.

... (Interruptions)

#ft A TS ARG (FIFRYR) : WPR $V Gifvifed W& Al ..., (FauE) ARt a HE g axgelt & d=a € L.
(TIET)

MR. DEPUTY-SPEAKER: Only Shri Chidambaram’s speech will be recorded.
(Interruptions)* ...

THE MINISTER OF STATE IN THE MINISTRY OF CHEMICALS AND FERTILIZERS AND MINISTER
OF STATE IN THE MINISTRY OF PARLIAMENTARY AFFAIRS (SHRI BIJOY HANDIQUE): Yesterday,
the hon. Minister was listening to the speeches of the hon. Members for more than six hours. Allow him to

speak for half-an-hour. ... (Interruptions)

IuTene HEley ¢ ffAver Wi | Ul 6 He YAl § 317 3eT € A1 YA ol



13.23 hrs.
(At this stage, Shri Gurudas Dasgupta and some other

hon. Members left the House.)

MR. DEPUTY-SPEAKER: Nothing should be recorded.
(Interruptions)™ ...

13.24 hrs.
(At this stage, Shri Basu Deb Acharia and some other

hon. Members left the House.)

* Not Recorded
SHRI P. CHIDAMBARAM: It is most unfortunate. ... (Interruptions)

sft A5 IS A1ET ¢ SHIER) W 919 96 @ o, .. ()

MR. DEPUTY-SPEAKER: I know that. I agree with you. g5&! ¥a @& @€ 3mu @ikt A o, [ will allow

you. Before that, let him to complete his speech first.
... (Interruptions[s32])

#RIGy, S wra e fham o @1 21 fefhlere Wi a3-a8 sHERt gri et @t o <@ 21 39 R @
el W T St BT Blg SR A8l AT B, . (TEF)

MR. DEPUTY-SPEAKER: Nothing is going on record and nothing should be recorded.

(Interruptions)™ ...

st =y ARG : &H A wA St Y 91 @ Raga Rige € sufon Hed ¥ ard ST R

13.25 hrs.

(At this stage, Shri Devendra Prasad Yadav and some other hon



Members left the House.)

PR A 8 (W) : oFar 7 g4 are faam €1 &F Sedr B @ Sare G, ()
MR. DEPUTY-SPEAKER: Nothing should be recorded.
(Interruptions)* ...

SHRI P. CHIDAMBARAM: Sir, as I said — I repeat it — the prices of these commodities — wheat, pulses and

sugar — will come down once the supply is augmented. ... (Interruptions)
MR. DEPUTY-SPEAKER: Please listen to the hon. Minister; he is on his legs.

... (Interruptions)

* Not Recorded
IUTEe HEIGT  : HAt St BT U 9T FHIE B SIfoTY | SHP 91 3FR MY WYEIHRON AT 8, Al IMYb qHA e S|

SHRI P. CHIDAMBARAM: The prices of wheat, sugar and pulses which are the primary drivers in the primary
articles group, will come down once the supply is augmented.

I will read out the measures taken on the wheat side, on the sugar side and on the pulses side. Once these
supplies are augmented, the prices will come down. But why I refer to the figures of 1999 is that it is wrong to
assume that merely because seasonally or because of shortage on the supply side, the prices have risen to a level

and that they will never come down; it is a wrong assumption.

Toor Dal for example was selling at Rs.34 a kg. in 1999. It moderated down to Rs.26; it was in fact,
Rs.33 in 2004 and today it is at Rs.33 or Rs.34 and it will moderate. Similarly, for wheat, there was a high point
when the prices were high, but once supplies are augmented, they will come down. In the case of sugar, in fact,
in 2002 and 2003, the sugar prices crashed to Rs.15 and Rs.14.50 and the consumers were happy, but what do
the farmers do? They switched over from sugarcane to some other crop. Then the prices rose to Rs.17 and then,
they went back to grow sugarcane. Today the prices are between Rs.19.50 in some places to Rs.21. When the

new crop comes, it will moderate.

There is no magic-wand; the only way to moderate prices is to augment the supply of these commodities.
The Minister of Agriculture was here in May to reply to a debate. He narrated the steps that we are taking to
augment the supplies. Today, he answered a question in Parliament in the Rajya Sabha on the steps taken by his



Ministry to augment supplies. Let me simply, if necessary, read out the steps that he is taking in wheat, in sugar

and in pulses. These steps, in course of time, will augment supplies and the prices will come down.

There are other 1ssues which need to be addressed and that 1s what, I think, 1s concerning the people. One

is how far do we use the Essential Commodities Act and how can that be an instrument to moderate prices. It is

true that on the 15™ of February 2002, the NDA repealed all control orders. That was pursuant to a Conference
of Chief Ministers; the repealing order did provide that the State Governments could obtain prior permission of
the Central Government and pass control orders[V33].

We have advised the Chief Ministers that if they wish to pass Control Orders, they can obtain prior
permission of the Central Government and make their own Control Orders. The Ministry of Food and

Consumers Affairs is examining whether the Control Order, which was made on the 15t of February 2002,
should be re-visited and whether the State Government should be authorised to pass Control Orders even
without prior permission. Obviously, I cannot answer for the Ministry of Food and Consumer Affairs. The
concerned Minister should answer that but the matter is under examination. Even as the law stands today, I said
this in the Rajya Sabha, the Chief Ministers have the powers to pass Control Orders with the prior permission of
the Central Government. Let me assure this House if any State Government wants to pass the Control Order, the
Central Government will grant permission promptly and they can pass the Control Orders. These Control
Orders can be passed for fixing stock limits, for enabling de-hoarding, for stopping price manipulation and for
stopping black-marketing. These Control Orders can be passed. The EC Act contains powers and I would
appeal to the State Governments, having regard to the local situation, if they wish to pass the Control Orders,
they can be granted permission by the Central Government to pass the Control Orders. They can pass the

Control Orders.

The second issue is about the future trading. I wish Shri Yadav was here. He is the Chairman of the
Standing Committee. The Bill is before his Committee. My colleagues and I have requested him to place the
Report of the Committee on the Bill quickly before the House. Yesterday, | had a talk with him, that the Bill
must come back to the House. Today, the regulator of the forward market has very skeletal powers. In order to
arm him with greater power, a Bill has been introduced and the Bill is pending in Parliament. I would urge the
Chairman of the Standing Committee, I can only request him, to place the report concerning the Bill before the
Parliament so that in this Session both the Houses can pass the Bill, and we can arm the regulator with more

powers.

The larger question, whether future trading in key essential commodities should be totally banned, is a
question that is being examined by the Ministry of Agriculture, Food and Consumer Affairs. And I am confident
that at an appropriate time the Minister will make a Statement in that behalf. But even to take measures which
are strong and efficient measures, I think it is necessary to arm the regulator with greater powers. I think it is
absolutely important that that Bill 1s passed, with or without the amendments that the House may agree. I once
again urge the Standing Committee to place the report concerning the Bill quickly so that those powers can be
given to the regulator.



Pending that, the Ministry of Agriculture, Food and Consumer Affairs has taken a number of
steps. Let me read them for the record so that the hon. Members will know what steps are being taken

On wheat, a decision to import 5 lakh tonnes, was taken on the ond February, 2006.

Another decision to import 30 lakh tonne was taken on 2ond April, 2006.
Wheat has been brought under OGL at the concessional Duty of five per cent.

Regulatory measures taken by the Forward Markets Commission are: initial margin of all the futures

contracts in wheat has been increased from 5 to 5.3 per cent to 10 per cent with effect from 24™ june. On 28t

of June, an additional special margin of 10 per cent on all ‘net’ long position was imposed. The limit in open

position was reduced by 50 per cent on 27 of June. Aggregate limits on all on-going contracts was reduced
from 80,000 tonnes to 40,000 tonnes for the Members and from 20,000 tonnes to 10,000 tonnes for clients. The
limits for near month contract was restricted to 8000 tonnes for Members and 2000 tonnes for clients.

FMC has increased the cooling off period to 30 minutes as against 15 minutes.

Steps have been taken and when the law is passed more powers will be available to the regulator and he

will take more steps.

On the question of pulses, let me read out the measures taken by the Ministry of Agriculture, Food and

Consumer Affairs.

On 8™ of June, 2006 a decision was taken to allow import of pulses at zero import duty. Ban on export
of pulses was notified. NAFED has placed orders for Urad and Moong and they are expected to arrive in
August, 2006[R34].

The Government of Delhi has taken steps for providing urad dal and moong dal at the rate of Rs.38 per
kilogram and their procurement cost is Rs.31 per kilogram. It was agreed that they would supply these varieties
of pulses to the Delhi State Civil Supplies Corporation at Rs.37 per kilogram. The Kendriya Bhandar is selling
pulses — urad and moong dal — at Rs.38 per kilogram. We have asked the State Chief Secretaries to undertake
similar initiatives in their respective States.

The State Governments can play a pro-active role, procure commodities and distribute them through
whatever outlets they have to moderate prices. As regards sugar, [ have no doubt in my mind that having regard
to the prices of sugarcane that we given to the farmers, a reasonable price has to be paid for the sugar, otherwise,
the farmers will not get reasonable price for the sugarcane. The prices today are ranging between Rs.19.50 per
kilo to Rs.21. But when the new sugar season starts, they will moderate further by perhaps a rupee or a rupee

and a half and prices of sugar will also moderate.

We are looking at the supply side. It is really an issue that falls within the domain of the Ministry of
Food, Civil Supplies and Consumer Affairs. But [ am very happy to answer on the measures taken on the



supply side. I have already told you the measures taken by my Ministry on the fiscal side and the measures
taken by the RBI in consultation with my Ministry on the monetary side. As WPI and CPI moderates and supply
side augments, the prices will come down. There 1s no reason to assume that there would be a relentless

increase in prices or that once the price goes up, it will never come down.

On PDS, there was some question. [ think again there are misconceptions. We have not reduced the
allocation of PDS. Let me give the figures. In 2003-04, rice and wheat put together, the allocation was 71.59
million tonnes; in 2004-05, the allocation was 72.05 million tonnes; in 2005-06, the allocation was 72 million
tonnes. There has been no reduction in the allocation of rice and wheat taken together under PDS. In fact, in
2003-04 and 2004-05, the same quantity of rice and wheat was allocated. In 2005-06, because of shortage of
wheat, we reduced the allocation of wheat by six million tonnes but increased the allocation of rice by six
million tonnes.

The Members are not here. What is the position of the offtake? We allocated nearly 72 million tonnes.
The off take in 2003-04 was only 50 million tonnes. The offtake in 2004-05 was 41.47 million tonnes. The
offtake in 2005-06 is only 42 million tonnes. The State Governments should answer. There is an allocation but
there is no off take. The quantities must be lifted and pushed through the PDS. Where the Public Distribution
System is efficient and functioning, the quantities are pushed through but where the PDS is not functioning, as is
the case in some States — I do not wish to name the States — there is no offtake and then people blame that you
are reducing the allocation. We are not reducing the allocation. Therefore, the Members must really take their
State Governments to task, how much was allocated to the State Governments, how much was lifted and how
much was actually distributed through the PDS. If they stayed back to listen to this answer, maybe some of
these answers would be inconvenient to some Members. But I have to give the truth. We are not reducing the
offtake. We are not reducing the allocation. There is no intention to reduce the allocation to the PDS. If further
information is required, I would request you to address the Ministry of Food and I am sure he will be very happy

to furnish the information in writing.

Sir, this year when the procurement season starts, we intend to ensure that the targets are met. Last year,
the target of 162 lakh tonnes was fixed for procurement of wheat but we only procured 92 lakh tonnes. This
year, I hope the State Governments will cooperate with the Central Government and achieve the target for
wheat. The procurement of rice has been very good. In fact, it has been slightly more than the target. Rice
stocks are ample and rice prices are stable. Once the procurement of wheat takes place effectively this year, you

will find that also helps in removing the psychology of scarcity and moderating prices[r35].

Sir, there were some questions about the issue price of wheat. I do not know from where the hon.
Members have got the impression that this Government has increased the issue price. The last time the issue
price of wheat or rice was increased was in July, 2002. That was the last time Government increased prices. We
have not increased the issue prices either of wheat or of rice for BPL or for APL families, which means that the
subsidy burden is still being borne by the Government. There is no reduction in subsidy. The issue price of BPL
for wheat was Rs. 450 per quintal and Rs. 565 a quintal for rice. It was Rs. 610 a quintal for wheat and Rs. 830 a
quintal for rice for APL. There has been no change since July 2002.



Sir, there were questions as to why we are importing wheat. I thought this was answered by the Minister
for Agriculture in the month of May. I was here when he answered; it appeared in the newspapers. We are
importing wheat in order to augment the total stock of wheat in the country — both public stock and private stock
taken together. In order to augment the total stock of wheat we are importing wheat. Now, the landed cost of
wheat is between, between the first tender and the third tender about Rs. 8000 a tonne and Rs. 9000 a tonne. The
economic cost of procurement of wheat, including procurement cost, storage cost, holding and distribution cost
is between Rs. 10,300 and Rs. 10,700 a tonne. We should procure wheat from our farmers. At the same time,
when there is a total shortage in the stocks in the country — public stock and private stock taken together — we
must import wheat and we are importing wheat at an economic cost from whatever sources are available in order
to augment the stock. There is no contradiction between procuring wheat at a reasonable price from the farmers
and importing wheat at an economic cost. Both can co-exist, both have co-existed in the past and both will co-

exist in the future also.

Sir, there was one last question about petroleum. There is again a misconception that the petroleum price
rise really does not hurt the Government, it gives the Government a bonanza. I have already read out the
petroleum prices. The average petroleum prices were 28 dollars in 2003-04. Today the average price in the last
three months has been 68 dollars. The price has, in fact, gone up to as high as 74 dollars. The bulk of the burden
1s borne by the Government and the oil companies. Now, look at the revenue from the petroleum sector. Last
year, in 2005-06, we budgeted for a certain amount of revenue in the petroleum sector. We ended with Rs. 1864
crore less than the budgeted amount. There was no bonanza to the revenue. In fact, in 2005-06, we budgeted for
Rs. 64,738 crore and we actually collected only Rs. 62,874 crore. I will tell you, why. There was a surplus in the
customs head but there was a shortage in the excise head. Because of high prices, import of petroleum products
declined and that affected customs duty collection and the volume growth of diesel was only 1.5 per cent as
against the projected four per cent. No bonanza came to the exchequer. In fact, this Government has reduced
customs and excise duties for petroleum products. For example, customs duty on crude has been reduced from
10 per cent to 5 per cent. Customs duty on petroleum products has been reduced from 20 per cent to 10 per cent.
We have followed Dr. Rangarajan’s report and switched over to substantially specific duty rate for excise and
small part of ad-valorem duty. It 1s this Government which has reduced customs and excise duties on petroleum

products[snb36].

Can we reduce it further? If it is the question of the power to reduce it further, then obviously, the answer is
yes, we have the power to reduce it further. But if I reduce customs duties and excise duties, I will have to take
a hit on the revenues. I am willing to take a hit on the revenues provided we can control some expenditure,
provided we can impose some new taxes. Now it is all right to suggest to reduce customs duties and excise
duties on petroleum but do not impose any new taxes and do not cut down any expenditure How do we balance
the budget today? The budget is not balanced. The budget has a 3.8 per cent fiscal deficit. Therefore, one has
to balance the interest on revenue and expenditure sides. If I get a bonanza on the customs and excise, then
surely, I should reduce it. But, as I have said, there was no bonanza. In fact, last year, we took a hit on the BE
figure of Rs. 1864 crores and the collection upto May this year also does not show that there is a bonanza
because the price of crude oil is going up. With the price of crude oil going up, you might get a little more on the
customs side but it will immediately have an impact on the excise side.



Anyway, these are matters under consideration. As and when fiscal steps are necessary, we will take
fiscal steps. RBI is taking monetary steps and the Ministry of Agriculture, Food and Consumer Affairs are
taking steps on the supply side. These three measures, namely, fiscal measures, monetary measures and supply
side measures will moderate prices. We will have to add, these measures by regulatory measures. As regards
the regulatory measures under the Essential Commodities Act, as [ have said, the State Governments are free to
take them and on the regulatory measures which we have taken under the Forward Markets Act, we are awaiting
the Report of the Standing Committee and the passing of the Bill in this Parliament Session so that some more

measures can be taken.

Let me assure that the Government is acutely conscious of the responsibility that prices must be
moderated. In 2004, the WPI index was 8.5. I came to this House and said that we will moderate the prices and
the prices did moderate. Again, let me assure the House that we will take whatever steps are required to be
taken to moderate the prices. We should not spread a sense of scarcity or a sense of alarm. Prices will moderate

in future.

PROF. CHANDER KUMAR (KANGRA): Sir, I would like to know from the hon. Minister on one
point. He has given very detailed measures to see that prices of some commodities will come down. In
spite of these measures, when the prices will not come down, then what should be done? You are going
to subsidise some essential commodities and the Public Distribution System is already in practice in
some States. Through the PDS, you are going to subsidize some essential commodities like two or
three pulses so that every common man can purchase them through the PDS. How long will you take to
initiate this process? You have to instruct the State Governments that this 1s the channel that they
should take and to give essential commodities at subsidised rates through the PDS in panchayats,
cooperative societies and Fair Price Shops so that people can get immediate relief.

SHRI K. FRANCIS GEORGE (IDUKKI): Sir, the hon. Minister has said that off-take of PDS goods has not
been commensurate with the allotment that has been made to the States. That is not true as far as Kerala is
concerned. In the case of Kerala, allocation of wheat by PDS has been reduced from 46,190 metric tonnes to
19,113 metric tonnes from June, 2006 to March, 2007. In 2005-06, our average off-take of wheat has been
30,841.80 metric tonnes. It has now been reduced to 19,113 metric tonnes. As per the Minister’s assurance
here, I would request the Government to restore the allotment of wheat to Kerala which is very much proper in
its off-take by PDS specially in the case of wheat. I would request him to restore that quota as far as Kerala is
concerned.

MD. SALIM (CALCUTTA — NORTH EAST): The hon. Member from the Congress bench has just now put
the question. There should be proper supply of essential commodities in the market which are required by the
common man, the lower middle class, the middle class and the poorest of the poor. We have the PDS now. In
this situation, will the Government consider strengthening the PDS so that 14 items are guaranteed secured
supply and see that hoarding will not take place[bru37]. ?

It is because people know that they are going to get things at a reasonable price and at a fixed price
throughout the country. That would check this thing. That would correct the ills and the distortions which



happened during the NDA regime under the Essential Commodities Act.

SHRI KINJARAPU YERRANNAIDU (SRIKAKULAM): Mr. Deputy-Speaker, Sir, the duty of the elected
Government 1s to provide all the essential commodities at affordable prices to the common men. At present we
have a Public Distribution System. The Government of India should immediately convene the Chief Ministers'
Conference on this issue. This is a national issue and not a party issue. Even the hon. Prime Minister and
Madam Sonia Gandhi convened a Chief Ministers' Conference of only the Congress ruled States, not of all the
States. That is why there are no control orders. When NDA was in power, they scrapped all these things. But
there is a clause and even now there is a scope. If State Governments want it, then we are ready to give
permission. Hoarding takes place everywhere. To prevent all these things, the Finance Minister should convene
a Chief Ministers' Conference to discuss as to why the prices are increasing. We are discussing about PDS and
other things. But the ground reality 1s that people are suffering. This is not my statement alone. Even Madam
Sonia Gandhi asked the hon. Prime Minister and the hon. Finance Minister to look into the situation. In this

scenario, will the Finance Minister convene a Chief Ministers' Conference on this issue or not?
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SHRI VARKALA RADHAKRISHNAN (CHIRAYINKIL): Sir, in my State of Kerala there was statutory
rationing which existed for over half a century[r38](:39). It was a very successful system of distribution. The
prices could be controlled during this period. Now, as we all know, our State is deficit in production of many
essential commodities. We are deficit in rice production, we are deficit in wheat production and many other
essential commodities. Previously there was a supply from other States without interruption. The States of
Andhra Pradesh and Tamil Nadu have supplied foodstuffs to our State. This supply prevented in rise in prices of
essential commodities. Now, the supply 1s put an end to. The Central Government is not coming to the rescue
of maintaining this effective Public Distribution System. Public Distribution System is the only remedy for
controlling the prise rise of essential commodities.

Now, take for example,the food supplies. Even if wheat is not useful for human consumption, we take the
delivery of that wheat. We take delivery of unused wheat; we take delivery of spoiled rice which is unfit for
human consumption. It is because of the acute scarcity and price rise. So, I would request the Central
Government to make supply easier so that an effective Public Distribution System can be maintained.



SHRI PRABODH PANDA (MIDNAPORE): Sir, in our State, West Bengal, M/s. Reliance has set up a lot of
petrol pumps. They are charging more on petrol and diesel, more than the Government rates. How have they

got such a right to charge more prices in petrol and diesel is not clear to us. It should be cleared.

Secondly, about the Public Distribution System, I would request the Government to introduce the
universal Public Distribution System so that each and every person can get food grains.

SHRI P. CHIDAMBARAM: Sir, there are only three broad issues on which clarification are sought and I
thought I had explained them. But I would be quite happy to explain once again. Rice, wheat, sugar and
kerosene are supplied through the PDS. All of them are subsidised today. There is no question of reducing the
subsidy there. As I said, we have not increased the issue prices of rice and wheat. Therefore, the subsidy level
increases as the procurement price goes up. We are not reducing the subsidy and effectively the subsidy has
gone up. The issue price remains constant and the procurement price is high and the subsidy goes up. We are

not reducing the food subsidy.

Secondly, whether more commodities should be added to the PDS is a larger question which cannot be
answered by the Minister of Finance in the course of a debate on price rise of essential commodities. We should
raise that as a policy issue. It should be addressed by the Minister concerned. So, I would urge you to raise the

question. This is Parliament and you are entitled to debate on all policy issues.

Again, on taxes, I thought I had explained it, but the Hon. Members want me to explain it again. This
Government has kept customs duties, excise duties on crude and petroleum products under control. Let me once
again give the figures. In May, 2004 when we took over on crude oil the customs duty was 10 per cent, today it
is five per cent; on petrol, the customs duty was 20 per cent, today it is 7.5 per cent; on diesel it was 20 per cent,
today it is 7.5 per cent; on LPG it was ten per cent, today it is zero per cent; on kerosene it was 10 per cent,
today it is zero per cent. I am talking of customs duty. Have I cut customs duty or have I increased customs
duty? We have cut customs duty. Look at excise duty. On LPG, the excise duty was 16 per cent in their
Government, today it is zero per cent; on PDS kerosene it was 16 per cent, today it is zero per cent. | have
abolished the excise duty on LPG and kerosene. I cannot go below zero. On crude oil, petrol and diesel,
pursuant to Dr. Rangarajan Committee Report, we have switched over substantially to a specific duty system and
a very small portion ad valorem[R40].

14.00 hrs.

In [Rs41]May 2004, on petrol, it was 30 per cent plus Rs.7.5 per litre. Today, it is eight per cent ad
valorem plus Rs.13 a litre.  On diesel, it was 14 per cent ad valorem plus Rs.1.5 per litre. Today it is eight per

cent ad valorem plus Rs.3.2 per litre.

We have gone by Dr. Rangarajan Committee. We have not increased the tax rates on the petroleum
products, on the contrary we have cut Customs Duty and Excise Duty. As I have said, if you want me to cut
more, that is a question which can be considered, but [ have to find corresponding savings on expenditure side or



I have to impose new taxes to raise more revenue. These are not questions which can be answered saying ‘will
you cut duties?’ If you say ‘No’, you are a bad chap and if you say ‘Yes’, you are a good chap. It is not so easy
to answer these questions. These questions will be balanced with the larger question of making a budget.
Therefore, we have cut Customs Duty to the extent possible and as I said, our minds are open, if necessary, we
will take further fiscal measures.

MR. DEPUTY-SPEAKER: The House stands adjourned to meet again at 3 p.m.

14.01 hrs.

The Lok Sabha then adjourned for Lunch till

Fifteen of the Clock.



