14.02 hrs.
GENERAL BUDGET (2004-2005)- GENERAL DISCUSSION - Contd.
DEMANDS FOR GRANTS ON ACCOUNT - GENERAL,2004-2005 —Contd.
AND
DEMANDS FOR EXCESS GRANTS - (GENERAL)2001-2002 - Contd.

Title: Combined discussion on the Budget (General) for 2004-05, Demands for Grants on Account for 2004-05 and
Demands for Excess Grants in respect of Budget (General) for 2001-02. (Discussion concluded and demands were voted
in full).

MR. SPEAKER: Now, we go to General Discussion on the Budget.

* SHRIMATI MANORAMA MADHVARAJ (UDUPI): Sir, the General Budget- 2004 was supposed to be the economic agenda
of the United Progressive Alliance but with barely seven months to go, the Finance Minister thought it prudent to make it
look like a Vote-on-Account proposal.

The new dispensation wanted to settle down first and then come out with a full-fledge budget in February 2005. Probably
the new government felt that there are no major aberrations in the economic policy set down by the NDA that need
immediate attention. Further, it is an undeniable fact, the NDA Govt. has left behind a comfortable kitty and many on-going
project nearing completion, of immense utility to the masses.

The liberal economic regime NDA chose to follow, has its takers in the new dispensation for its potential to transform the
nation's health. But as coalition compulsions would have it, they have succumbed to the pressure of its allies on the
issues of disinvestment and FDI cap. Thus the UPA's vision as reflected in the budget- 2004 is blurred. Moreover the
economic projections for 2004-05 were based on anticipated good monsoons but as things stand now, almost a third of
country's cultivable land would come under drought. | wish the weather studies up, even if belatedly and bring rains to
the affected areas which have so far recorded scanty or sub-normal rainfall this season. Luckily we have buffer stocks to
tide over crises - thanks to NDA's management skill on food production and conservation. With every such conceivable
advantages on a platter, the UPA has fumbled on the opportunity to consolidate the gains achieved over the last few
years. The UPA wanted to break-off the beaten track of NDA for fear of tacitly admitting to the gains of Vajpayee
Government.

More than addressing the concerns of the common man the Finance Minister has gifted a special package for election-
bound Bihar with a big kitty of Rs.3225 crores. The boon to textile sector is expected to help the UPA in Maharashtra and
Tamil Nadu where polls are due soon.

| am surprised that a profligate and prodigal state like Bihar is rewarded with a special package whereas many other
states known to have a strict fiscal regimen are left in the lurch. With Bihar getting a special package, It is now clear that
the Government has been generous to favour states that have graduated from profligacy to plunder.

The proposed education cess is confusing. Education is very important but what is the main body of the tax revenue for?
At this rate can we have a cess for defence because defence is as important or for police because law and order is also
important. It seems wrong to place new taxes to fund specific expenditures. A lot of time will go in transferring the cess
content to the HRD Ministry. So the real impact will show only after a lapse of time. With no separate account for the
Education Cess, it is going to be a lapsable amount. The HRD Ministry will have to spend it in the same year. Going by the
expenditure pattern of the HRD Ministry and the States, utilising additional funds gained through cess will be an arduous
task.

Itis too much to expect from a hurriedly cobbled-up budget and the common man has to wait till February 2005 for a full-
fledged one, in which | hope every sector will have something to cheer up but till them they have some left-over bounty
bequeathed by the earlier NDA regime.

* Laid on the Table.
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*Speech was Laid on the Table.

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): Mr. Speaker, Sir, | am grateful to the hon. Members for
the very wide-ranging discussion that took place on the Budget proposals lasting late into the night, | believe, and
especially the hon. Member, Prof. Vijay Kumar Malhotra who initiated the debate from the Opposition benches.

The Budget Speech over the years has &#0;ssesses beyond an accountant's report. No Finance Minister is an
accountant. Especially, the Finance Minister presenting a Budget in the first year of a new Government is not a
mere accountant. It is my duty, | believe, to interpret the mandate to the best of my ability, to interpret it not only for
the hon. Members of this House but also for the people at large who voted us, and to convince this House as well
as the people that we are truthful to the mandate.

What is the mandate? It is a complex mandate. It is a mandate very different from the mandate, say, we got in 1991.
It is different from the mandate which the BJP and its allies got in 1998 and again in 1999. The mandate of 2004 is
a complex mandate which has sent to this Parliament a number of political parties. There are core constituencies
for each political party, and | have to, therefore, make an effort to address these core constituencies or core
&#0;ssesses&H#HO;.

| believe that this is a mandate to take another look at the reform process and ask ourselves the question, whether
any section of the people feels that they have been left behind. If the Government is the engine of change, that
engine must take with it, not only the bogies of urban India, but also a number of bogies which contain or carry the
people of rural India.

| believe that the electoral mandate that we have got a couple of months ago also requires me to re-visit some of
the priorities of the reform process and re-arrange those priorities. | believe that the mandate requires me to protect
and promote that part of the public sector which has created wealth and made India stronger, and at the same time
create greater space for the private sector. | also believe that the mandate requires me to consider people as a key
resource in any process of economic or national development.

Most of my task is already directed by the NCMP. The NCMP was not a pre-election manifesto. The NCMP is a
considered document, which was put together by the political parties both inside the Government and those
supporting from outside. Therefore, much thought, much reflection and much debate has gone into the making of
the NCMP. It is not my business to second guess the NCMP; my business is to be faithful to the NCMP. But the
NCMP is a roadmap for five years. All of us are indeed impatient; all of us would like everything to be done as early
as possible. Let me reiterate that it is a roadmap for five years. And this Government, | am confident, would remain
in office for five years to deliver its promises in five years. If there is any section of this House which has not
understood this mandate and has not come to terms with its defeat, it is, Sir, | am afraid, my friends on the opposite
side.

Perhaps, they thought that they would come back to power; perhaps many friends on this side also did not expect
to come to power. We have come to terms with the fact that we are in office, but they have not come to terms with
the fact that they are in the Opposition. ...(Interruptions) | can see that in the confusion amongst their ranks and
their careful avoidance of key issues in the TV bites that they give and in their body language. By the time they
travel from Manali to Ahmedabad, | can see the change that takes place; by the time they travel from Ahmedabad to
Delhi, another sea change takes place.



Be that as it may, let me deal with the philosophy behind this Budget. Firstly, people are the most important
resource, and that is why, this Budget emphasises education, health, nutritious noon meal scheme, drinking water
programme, universal health insurance scheme targeted towards families below poverty line, a new insurance
scheme for self-help groups, upgradation of 500 |, education loans, etc. All of these treat all the people of India as a
resource.

Second, investment is the key. Investment in agriculture, investment in industry and investment in services is the
key to growth. It is the key to employment. It is the key to incomes; and it is the key to maximise the welfare of the
people.

The third cardinal point is, delivery systems are extremely important. We cannot throw good money after bad. Nor
can we create, in our enthusiasm, bottomless pits and pour money into it in the mistaken belief that spending is
investment. Spending is not investment.

The fourth is — we can debate on this and | am sure we will debate this on many occasions — while we do not want
to be fiscal fundamentalists, we certainly must observe fiscal prudence. The economic laws are harsh and hard
laws. They do not bypass India. If these laws have worked well in over a hundred countries in the world, why
should we assume that these laws will not work in India?

It is, in this background, Sir, | would urge the House to look at the Budget that | have presented on behalf of the
UPA Government. Let me quickly, in the space of a few minutes, deal with each of these sectors. There is a slim
book which has been circulated as part of the Budget Paper. This is called, 'Key Features of Budget 2004-05' and
much of what | say is already in that book. It brings together under convenient heads what we have done to each
sector. Let us look at agriculture as | think that is fundamental to understanding the nature of India's economy.

Look at growth rates. Since 1991, in the three years when agriculture did badly, growth rates declined. In the years
in which agriculture did well, growth rates soared. If you net out agricultural GDP growth, you will find that the trend
of growth rate is more or less flat. It is agriculture which takes you to high growth rate or takes you to below normal
growth rates. Secondly, the bulk of the people of India are still dependent on agriculture and allied activities. How
can you ignore that cold fact? Therefore, agriculture occupies a pride of place in this Budget as well as in the
allocation of funds. It is possible that many hon. Members did not have time to plough through these volumes and
pool these numbers together. It is my job to do it for this House and | will do it to the best of my ability.

In agriculture we have made a bold beginning by addressing the key question of credit. There are some aspects
which need to be attended to. | have repeatedly pleaded, let us give ourselves a fair trial for three or four months
and we will re-visit the matter. Credit was the key issue and we have addressed it on the 18! of June. If we can
raise credit this year from about Rs.80,000 crore to Rs.1,05,000 crore, we will find the difference in agricultural
production next year.

The Accelerated Irrigation Benefit Programme is again an investment-oriented measure. Micro Irrigation and
Watershed Programme through NABARD to create one hundred thousand watershed structures is an investment-
oriented measure. Please remember the words | said: "spending is not investment'. Investment requires spending
but not every spending is investment. Look at the areas where we are spending. AIBP is investment-oriented and
Watershed Programme is also investment-oriented. RIDF with Rs.8,000 crore is again investment-oriented.

PROF. VIJAY KUMAR MALHOTRA (SOUTH DELH]I): What about the plan allocation? Have you reduced the plan
allocation or not? We are just asking for the banks.

MR. SPEAKER: Please allow him to complete. | will give you an opportunity to seek clarifications at the end but not
in between. Keep your arsenal ready.

SHRI P. CHIDAMBARAM: Have | come to the end of my speech? | think you should take a lesson from your Leader
who is listening patiently.

Every initiative that we have taken in agriculture is investment-oriented. Now, people have asked me what are the
new initiatives | have taken. The new initiatives are in the area of agro business. There were several sub-Sections
to Section 80 IB but no one thought of giving an exemption to agri business under Section 80 IB. For the first time,
we have given tax exemption to agri business. That is a change of direction. You were looking at urban India, we
now look at rural India. You were looking at non-agro business and we also look at agro business. We have
launched a National Horticulture Mission. Someone asked me what is the difference between the Technology
Horticulture Mission and the National Horticulture Mission. The Technology Horticulture Mission is confined to four
of the new and smaller States. The National Horticulture Mission encompasses the whole country. There are
farmers all over India, not only in these four States.

We have announced a major programme for restoring water bodies. A criticism was made that we have selected



only five districts. Factually, it is in- correct as | had said, "at least five districts'. But let me take it as five. As | said, |
do not believe in creating a huge bottomless pit and pouring money. Of Japanese, it is said that they take two years
to design and implement it in one year. We take one month to design, we promise to implement it in two years and
we take 20 years. As men of science and as men and women who must imbue a scientific temper, everything must
be designed, tested and validated before you put money. This is where delivery systems are important. | must know
how | am going to deliver the promise that water bodies in a district will be completely renovated. We must test it out
in five parts of the country. Maybe in ten districts. We will test it this year. We will record the results, we will validate
it and then we will launch it all over India. | believe, the time spent on reflection, planning, designing and testing is
time well spent before you throw money after a scheme and ten years later you discover that the scheme has not
delivered the results that you intended it to deliver.

We have given exemption for tractors, for dairy machinery and for agricultural hand tools. Why? All these are
investment related. If more tractors are used, if more dairy machinery is imported or bought and installed, and if
more agricultural hand tools are used, that improves productivity. Then, we have announced risk mitigation. | have
candidly said that | do not know which of the three schemes will succeed. Without much fore thought, the previous
Government plunged into one kind of scheme that is completely unsustainable. There is what the report said. So,
another scheme was tried last year and the third scheme is being tried this year.

Hopefully, one of them will succeed. This is again a mistake of not testing and validating your design and plunging
headlong into a scheme. But surely, one of the schemes, with modifications, will succeed and we will have, as |
have promised, a proper farm insurance scheme. For agricultural research we have raised the allocation from Rs.
775 crore to Rs. 1,000 crore.

Sir, 1 wish to assure this hon. House that throughout this year and the next and the next, agriculture will remain at
the centrestage and at the centre of this Government's focus. Year after year you will find that we will expand and
strengthen these programmes.

Sir, there are some disturbing facts which hon. Members must note. There is a growing divide between rural and
urban India. If you look at per capita consumer expenditure, in rural India it rose from Rs. 486 per month per person
to Rs. 531 per month per person. In urban India it rose from Rs. 854 to Rs. 1,011. The ratio which shows this divide
went up from 1.76 to 1.90. If you look at enrolment of children, the difference between rural India and urban India,
for the children in the age group between six years to 11 years, is 22 per cent; and for the children in the age group
between 11 years to 14 years, it is 21 per cent. If you look at the human development index - the last figure is
available for 1991, let us assume things have improved, -- in rural India the index is 0.34 and in urban India, it is
0.51. Gross capital formation in agriculture has stagnated at about 1.3 per cent of GDP throughout the period when
the NDA Government was in office. | am not blaming the NDA Government. | am not saying that they caused the
decline. But it has stagnated. There was no additional investment in agriculture. It stagnated at about 1.3 per cent
of GDP. That is why, | said, in the three years in which agriculture performed badly, namely 1997-98, 2000-01 and
2002-03, the GDP growth rate was only 4.8 per cent, 4.4 per cent and four per cent respectively. In the years in
which agriculture performed well, the GDP growth rate soared to new heights.

SHRI VIJAYENDRA PAL SINGH (BHILWARA): Can you relate it to monsoon?

SHRI P. CHIDAMBARAM: Obviously we have to relate it to the monsoon. But then, in order to make agriculture
reasonably monsoon-proof, we must attend to irrigation; we must attend to restoring our water bodies. Therefore, in
my scheme of things, in any investment in agriculture, the key aspects are: AIDP programmes and restoration of
water bodies.

Sir, in regard to industry | would like to say that like in any other country, industry provides the real motive force for
growth because it is technology driven; it is also human resource driven, we have the highest quality human
resources. It is science driven and it is also driven by markets. Therefore, we must pay attention to industry. As
everyone knows, there is a gap between savings and investments. This gap between savings and investments can
be left as a gap, in which event there would not be any investment. A powerful case has been made out all over the
world that foreign direct investment fills the gap between the savings ratio and investment. | do not think anyone
quarrels with FDI investment. The quarrel is, into what sector should the FDI flow and under what conditions should
it flow. Some friends think that | am under pressure from my Left friends. Frankly speaking, it is a great pleasure to
work with my Left friends. | have no problem with thema€]...(Interruptions) | am reminded of what Thiruvalluvar, my
favourite guide, said 2000 years ago. | will say it in Tamil first and then translate it.

"Ennporulla vaagach chelachchollith thanpirarvaay

nunnporull kaanba dharivu "



It means, "Say what you want to say sweetly and in a manner that will convince your friends.....(Interruptions) Listen
to what your friends will say with great attention, take both into account, and arrive at a decision which will be the
decision of a king." | intend to do exactly that. | will say sweetly and in a manner that will convince my friends. | will
listen to my friends. But, eventually, the Government will have to take a decision in the best interest of the
countrya€,...(Interruptions)

What are we doing? Firstly, we are making investment as the key stone to growth. So, we are setting up an
Investment Commission. For too long, this country was bogged down in a controversy and an argument over the
Disinvestment Commission. Let us look at the Investment Commission and let us look at it positively. There are
domestic investments, foreign investments, public investments and private investments. Every kind of investment
must be looked at and every opportunity must be looked at and, under whatever policy that we lay down, all
investments must be welcome in this country.

A signal must go not only to our industry but also to every investor in the world that India is open to investment
under whatever policy it lays down for attracting investment. This has been the key to growth of every country
including China. | do not think that we can afford to lose the race. Indeed, China did start in the early 1980s. It had a
ten or eleven year lead. | believe that today China has a lead of about six to seven years. But if we do not absorb
the lessons of China and other countries, | am afraid, the gap between a country like China and a country like India
may widen rather than reduce.

We are setting up a Board for reconstruction of public sector enterprises. Now, why did | choose the word
'reconstruction'? Public sector has gone through three phases. The first phase is the construction phase started by
Jawaharlal Nehru and Shrimati Indira Gandhi. The second phase is deconstruction phase which my friends are
responsible for. Now, we have the reconstruction phase. We will have to reconstruct some of our public sector
undertakings. That is why, | did not choose the word 'restructuring’ but | chose the word 'reconstruction' of public
sector undertakings.

A message must also go to all our public sector managers and employees that we will hold them accountable for the
money that Parliament gives to them, for the money that people give to them. They cannot destroy wealth. They
must create wealth and must share this wealth with the people. As NCMP says, after we try to help them, if they
remain chronically sick, as Chief Minister Mr. Buddhadeb Bhattacharya told me a few days ago, then what shall we
do? What shall we do with the industries which are chronically sick? The NCMP gives me the guide and | will go
strictly according to the NCMP guide.

We are setting up the National Manufacturing Competitiveness Council....(Interruptions) Please listen, Mr.
Malhotra. | am sure you are listening.

Please remember that we are competing with the world. We are no longer competing among ourselves.
Competitiveness is a function of many variables. Our industry has become competitive. But unless we run and keep
pace with the rest of the world, we will find that we are left behind. We are setting up NMCC which is an innovative
idea. We have found - | repeat the word 'found', - it is no longer a pie in the sky — we have found Rs. 40,000
crores which is available under the Inter-Institutional Group. | would urge the hon. Members to seek the
entrepreneurs who can access this fund for setting up new industries in their constituencies and in their States.

This is no longer a pie in the sky programme. This money is available and this money will be invested this year to
promote new industries.

On the power sector there were some remarks that | had not made any reference to the power sector. | thought it
was not necessary because | had made a reference to it in a speech outside this House. Let me tell you that ten
power projects have achieved financial closure with the total capacity of 3472 megawatts. This is an improvement
over the six that | had announced in the speech. Seven other projects with a capacity of 8067 megawatts are likely
to achieve financial closure within three months. IIG system has worked well and is working well. | am extending the
IIG system to other areas, particularly to airports, seaports and tourism.

We have granted initial depreciation allowance. This is the only demand which the industry placed. | am very happy
that industry has no wish list any more. Industry only wants an enabling environment in which they can compete
with minimum interference from the Government. Industry's one demand was that the initial depreciation allowance
of fifteen per cent must not be linked to additional capacity of 25 per cent and that it must be linked to a lower
additional capacity. | have accepted this demand and we have given them this. You will find greater and greater
investment this year as a result of this measure.

| am surprised that nobody from the Opposition mentioned — although some of my friends from this side were kind
enough to mention — about the very radical regime that we have brought in textiles. How did this happen? As | said,
it happened because of thoughtlessness. Suddenly, one day you invent the mythical CENVAT chain with forty holes



drilled into it, that is, with forty exemption notifications, starting from fibre to yarn to fabric to garment and then bring
in the poor handloom and the poor powerloom and say, "You are now subject to excise regime". | thought the
previous Government railed against the inspector raj. But what did you unleash on the handloom and powerloom
weavers? You unleashed the inspector raj. The transaction cost went so high that people were forced to close
down the handlooms. In district after district in Tamil Nadu, which | am personally aware of and the hon. Members
sitting here are aware of, the only demand of the voters from the candidate in the election was, "Will you go to Delhi
and abolish CENVAT?" The candidates who said, "l will abolish CENVAT", won by margins of two and half lakh of
votes. It happened in Rasipuram, Gobichettipalayam, Tiruchengode, Palani, Coimbatore and Erode. | think the
former Deputy Prime Minister must have visited Kumbakonam. Even in Kumbakonam there are weavers. | do not
know whether any one from that area met him and thanked him. If they thanked him for cooperating and abolishing
CENVAT, please accept that sense of gratitude. If they thanked him, it means they have thanked me and they have
thanked the whole House. Abolition of CENVAT will now create a level playing field. Now, you will find that
handloom, powerloom and mill sector thriving without being under the control of the inspector raj.

Sir, | now turn to employment. The Food-for-Work Programme is the key to address the immediate problem of
unemployment. It is not a lasting solution. Lasting solution is to create regular jobs in industry or agriculture or
services. But job creation won't take place overnight. Jobs are created by investment and high growth. But
immediately there is a problem of hunger, There is a problem of want. It has to be addressed. Therefore, the NCMP
talked about Food-for-Work Programme. Members asked me how much has been allocated for this. Last year the
cash component of Food-for-Work Programme was Rs. 3,712 crore. This year, even if you do not take into account
the additional GBS of Rs. 10,000 crore, the Planning Commission ‘will' - 1 underline the word 'will' - allocate an
additional amount for FWP. As against Rs.3,712 crore last year, we have already allocated Rs.4,050 crore. Please
add to that what the Planning Commission will allocate in the next two weeks. It is not that the Planning Commission
is going to sit over the issue for six months. In the next two weeks, the Planning Commission will allocate more
funds to the Food for Work Programme.

Hon. Members were looking at some figures and said that last year we had an additional Rs.4,888 crore. But this
Rs. 4,888 crore was not allocated as cash in the BE stage. It was because of drought-affected areas that a Special
Component in the form of foodgrains was done. The value of that foodgrains was Rs.4,888 crore. Surely, it is not
your wish that this year also there should be drought. It cannot be your wish. | want you to join me in praying that
we will have enough rains. But if there is drought like last year, over which we have no control, we will allocate
foodgrains and when that foodgrains allocation is made, it will be reflected in the RE stage and the foodgrains value
will be taken into account. But in terms of cash component to cash component, we have already allocated Rs.4,050
crore as against Rs.3,712 crore. Within two weeks from today, more funds will be allocated to the Food-for-Work
Programme.

As | said, the additional investment that is being made in agriculture, in industry, the private investment, the public
investment - | have already given the figures of equity and loan investment in public sector = all these will create
jobs. If we continue to grow at seven to eight per cent, jobs will be created. But that will take time. Until those jobs
are created, until those people are absorbed, we will have to persist with the Food-for-Work Programme. You will
find that | will make larger and larger allocations year after year depending upon the absorptive capacity and the
needs of the States.

Sir, before | go to some of the larger questions, | would touch upon a few other things. Questions have been asked
about what have we actually allocated to areas like rural development. Let us compare the BE 2003-04 with BE
2004-05. That is the proper comparison. Anyone who has got some knowledge of and acquaintance with public
finance will compare BE and BE. | will also compare the RE if necessary.

In the Ministry of Rural Development, there are several key heads. They are SGSY, Rural Employment, Rural
Housing, other Rural Development Programmes, Roads and Bridges, North-Eastern States, Wastelands
Development, Land Reforms, Rural Water Supply and Sanitation. These are the broad heads and some minor
heads are there. The total BE allocation last year was Rs.14,070 crore. The BE allocation this year is Rs.15,998
crore which represents an increase of 13.7 per cent. The nominal GDP growth - we have assumed - is 12 per cent
but the allocation for Rural Development rises by 13.7 per cent over the BE of last year. ...(Interruptions)

PROF. VIJAY KUMAR MALHOTRA : You should have the Revised Budget Estimates or the Interim Budget.
Compare with both of them. It is much less. ...(Interruptions) Sir, he is just taking the present estimates. Please go
to the Revised Budget. He is not doing so....(Interruptions)

MR. SPEAKER: This is very unfortunate. He is giving his own version. You are not bound to accept everything that
he says. But do not correct him. Very well, you may point it out later on. He has a right to an audience. What is this?

...(Interruptions)



SHRI P. CHIDAMBARAM: This is a completely unwarranted charge. | said that | would compare RE also if
necessary....(Interruptions)

MR. SPEAKER: What is going on in the House?

SHRI P. CHIDAMBARAM: | said that | would compare RE also. Either they do not listen to me or they are
deliberately playing hard of hearing. | said that | would compare BE and BE and | will also compare, if necessary,
BE and RE. | am going to compare that if both of you will kindly listen to me....(Interruptions)

Look at the RE now. Rs.4,888 crore, as | said earlier, was not a cash allocation. It was an allocation of foodgrains
because there was a drought condition. It is our collective and fervent prayer that there will not be drought
conditions this year.

So, if you were to take out Rs. 4,888 crore valuation for the purpose of comparing cash versus cash, allocation
versus allocation, if you compare that way, the increase in the BE over RE is 9.8 per cent. The increase in the BE
this year over the BE of last year is 13.7 per cent and the increase in the BE this year over the RE of last year is 9.8
per cent. Should — God forbid — there be a drought and should there be a requirement to allocate foodgrains, we
will allocate that, and when you add that, the increase will be more than 9.8 per cent. Therefore, Sir, they should do
their homework before levelling these charges. ...(Interruptions)

MR. SPEAKER: The Finance Minister can look after himself. Please take your seat.

SHRI P. CHIDAMBARAM: Sir, there are outlays for rural development in other Ministries also. We are looking only
at the Ministry of Rural Development. There are other Ministries where there are outlays for rural development. Let
us look at them now. There are heads like animal husbandry and dairying, agricultural research and education, etc.,
under the Ministry of Agriculture, there is the AIDP which falls under the Ministry of Water Resources, there are
heads like rural electrification, rural family services, agro-rural industries and Panchayati Raj which come under
various other Ministries. If you look at the BE in these Ministries in respect of Plan outlays for some of the
programmes which have a focus or an impact on rural development, the BE allocation in these Ministries last year
was Rs. 11,661 crore. Sir, they will not like the figure that | am going to quote just now. The RE came down to Rs.
10,391 crore. This year, the BE allocation, as against Rs. 11,661 crore, is Rs. 12,923 crore. There is an increase of
10.8 per cent, not just 8 per cent. | know they are very quick in their arithmetic, but they can slip. If you look at BE
versus RE, the increase is more than 10.8 per cent.

Sir, there was some criticism as to why did | call the Drinking Water Mission as Rajiv Gandhi Drinking Water
Mission. | am not naming the Mission after Rajiv Gandhi. It was named after Rajiv Gandhi in the year 1991. | am
simply removing the dust that was put on the name of the Mission. ...(Interruptions)

PROF. VIUAY KUMAR MALHOTRA : Mr. Speaker, Sir, we strongly object to this. Dr. Deen Dayal Upadhyay's name
was kept. He is referring to his name as dust. It is highly objectionable. It should not have come from Shri
Chidambaram. How can he behave like this? ...(Interruptions) How can he talk like this? It is highly deplorable.
...(Interruptions)

MR. SPEAKER: He has not used any unparliamentary word.
SHRI P. CHIDAMBARAM: Sir, what have | said? Is there anything unparliamentary? ...(Interruptions)
MR. SPEAKER: He has only mentioned the name of the Mission.

...(Interruptions)

SHRI P. CHIDAMBARAM: Sir, | have not said anything unparliamentary. So, | will not yield to anyone.
...(Interruptions)

MR. SPEAKER: The Leader of the Opposition wants to say something. If you yield, | will allow him.
...(Interruptions)

SHRI P. CHIDAMBARAM: Sir, let me complete what | was saying. ...(Interruptions)

MAJ. GEN. (RETD.) B. C. KHANDURI (GARHWAL): Mr. Speaker, Sir, this is not the way. ...(Interruptions)

MR. SPEAKER: He has not taken any other name. Please take your seat.

...(Interruptions)



SHRI P. CHIDAMBARAM: Sir, | have not completed what | wanted to say.

MR. SPEAKER: He has only mentioned the name of a Mission. He has not used any unparliamentary word. You
may have reservations. | find that the hon. Leader of Opposition wants to say something, depending on whether the
hon. Minister yields or not. Therefore, | am asking whether the hon. Minister is yielding or not.

SHRI P. CHIDAMBARAM: Sir, | want to finish this part and then | will yield to the hon. Leader of
Opposition...(Interruptions)

e HEled | g=iv el @1 am 1 formn, wrofta wieht e Sten 21
a€| (aaur)
ul. IS/ AR A=l : 3R A g4 die T8l <3, a1 89 ff feeft @t arert 78 <F11I4€] (aum)
SHRI P. CHIDAMBARAM: | am not yielding to Shri Malhotra&€] (Interruptions)
PROF. VIJAY KUMAR MALHOTRA : | am not asking him to yielda€| (Interruptions)
MR. SPEAKER: Nothing will be recorded.
(Interruptions) *

*Not Recorded.

ol. fasTa $AR A@AT : 3R TR a1 & aR d T & &1 g4 & smem 4€) (@r@um)

SHRI P. CHIDAMBARAM: Sir, they are not allowing me to complete this...(Interruptions) This is the Parliament of
India&€, (Interruptions)

MR. SPEAKER: The hon. Minister has said that he would yield to the hon. Leader of Opposition after he finishes
this part.

...(Interruptions)
MR. SPEAKER: Let us wait for him to finish this part.
...(Interruptions)

SHRI P. CHIDAMBARAM: Sir, | will finish this part and then if the hon. Leader of Opposition wants to say
something, | will yield to him.

What did | say in my speech and what | am saying now? The Mission was named in 1991...(Interruptions)

MR. SPEAKER: Nothing will go on record.
(Interruptions)*

MR. SPEAKER: | have not allowed to go it on record. Why are you so upset?
...(Interruptions)

SHRI P. CHIDAMBARAM: | am not yielding to Shri Malhotrag€! (Interruptions)

edsE HEIQd [ 98 @ da §1 89 8= e 49| T here is a convention in the House. He says that he will yield to the hon.
Leader of Opposition after he finishes this part.

...(Interruptions)
SHRI P. CHIDAMBARAM: After | finish this part, | will yield to the Leader of Opposition.
*Not Recorded.



PROF. VIJAY KUMAR MALHOTRA : That is not the questiona€; (Interruptions) He cannot say like
this...(Interruptions)

MR. SPEAKER: All of you sit down please.

...(Interruptions)
MR. SPEAKER: All right, | have requested him to yield to the hon. Leader of Opposition. Shri L.K. Advani, please.
i dre sv1 At (WiEtR) ;@ seng ofl, fag @t off 9T 9 @ 9, W o url vae [e R 9, dfea 39 w8 0 4€) (@)
# gg AR U (A1) : ward TE yv ® 9, ed v w A &€ (zaum)
MR. SPEAKER: You must have some patience to listen to the senior leader of the House.

...(Interruptions)
MR. SPEAKER: Nothing else should be recorded except hon. Leader of Opposition's observation.

(Interruptions) &€ *

=i drer ST ATl : 11 oFR RERRd St § B HEAl A8 § A Had suray & J 9 ufea Seare sutera St 9 firer 78 8, %
e T B F T whar g 5 W A1 9 9 o 9 99 an 7 40 (zreum)

4t ‘son diRA (FAe a) : Toie F feATA S F A9 FEl A o TR IGE| (FaumE)

THE MINISTER OF STATE OF THE MINISTRY OF SCIENCE AND TECHNOLOGY AND MINISTER OF STATE
OF THE DEPARTMENT OF OCEAN DEVELOPMENT (SHRI KAPIL SIBAL): Sir, what is this? It is not related to
this...(Interruptions)

MR. SPEAKER: Please sit down. This is very unfortunate.
...(Interruptions)

*Not Recorded.

MR. SPEAKER: Nothing is being recorded.

...(Interruptions)

=t drer &1 At - 99 U dieare oft A e g€ off, SHS ae S widGie |H el #4919 # g8 off, SW waw it werwn
H Y AT spgreter €A it ot ¥ <t oft 1G€] (araum)

MR. SPEAKER: This is very unfortunate. Hon. Members, we need not agree with each other on all matters. Of
course, there are political parties with different views, different ideologies and if any Member has to say something
only to suit everybody's desire, then this House need not function.

...(Interruptions)
SHRI L.K. ADVANI : Sir, he may disagree with my viewpoint. ...(/nterruptions)
MR. SPEAKER: "Right to say' is conceded.
SHRI L.K. ADVANI : But he has no right to speak about Deen Dayal Upadhyay as such. ...(Interruptions)
MR. SPEAKER: He has not said it.



...(Interruptions)
MR. SPEAKER: Kindly allow the Finance Minister to speak. Let him finish his speech. | will allow you.
...(Interruptions)
MR. SPEAKER: Advaniji, let him complete his speech.
...(Interruptions)
MR. SPEAKER: | am sure the hon. Finance Minister can look after himself.
...(Interruptions)

SHRI P. CHIDAMBARAM: They have completely misunderstood it. | have not uttered the words "Deen Dayal
Upadhyay'. ...(Interruptions) Please go through the record. ...(Interruptions)

MR. SPEAKER: | beg all of you to kindly listen to him.
...(Interruptions)

MR. SPEAKER: This is very unfortunate. He has not used his name. Let him finish.
...(Interruptions)

MR. SPEAKER: Very well, you have removed the dust.
...(Interruptions)

SHRI L.K. ADVANI : Sir, it is a technical defect. He did not use the words 'Deen Dayal Upadhyay'. | agree. But he
said that he was removing the dust. It is very unusual. ...(Interruptions)

MR. SPEAKER: Please listen to him till the end. | do not know what is written there. Can the Finance Minister of this
country not give a reply? Is this the way we function?

...(Interruptions)
M. RS FHR AeslsA = 57 A B el I T B AfreR TE 81 €| (yaem)
3eqE HEled @ et e fan| welt & g, @ Rea 8@ smem|
...(Interruptions)
MR. SPEAKER: This is very unfortunate. Please sit down. Yes, Mr. Finance Minister, you carry on.
Only the Finance Minister's statement will be recorded until | permit anybody else to speak.
(Interruptions) *

SHRI L.K. ADVANI : This is the technical defect. He has said that Rajiv Gandhi Mission was started in 1991.
...(Interruptions)

SHRI P. CHIDAMBARAM: | said the name ...(Interruptions)
SHRI L.K. ADVANI : He said: "All that we have done is to remove the dust." What does it mean? ...(Interruptions)

*Not Recorded.

MR. SPEAKER: Advaniji, let him complete his sentence. If there is any unparliamentary word, | shall remove it.
SHRI L.K. ADVANI : It is not the question of unparliamentary word. ...(Interruptions)

MR. SPEAKER: | understand your point. Let him finish his speech. After that, if you have any questions, you can



ask. Please sit down.
...(Interruptions)
MR. SPEAKER: Please sit down.
...(Interruptions)
SHRI P. CHIDAMBARAM: Sir, | am not yielding to anybody. ...(Interruptions)
MR. SPEAKER: There is the hon. Leader of the Opposition to look after your interest. Please sit down.
...(Interruptions)
MR. SPEAKER: Mr. Goyal, you are crossing the limit unnecessarily.
...(Interruptions)
MR. SPEAKER: Your learned Leader of the Opposition is looking after your interests here. Please leave it to him.
| am requesting the hon. Finance Minister to continue his speech.
...(Interruptions)

MR. SPEAKER: Please give me half a second. After this part, if you find there is anything derogatory to any hon.
Leader of this country, | shall see to it that it is removed. What more can | say?

...(Interruptions)

SHRI P. CHIDAMBARAM: | do not understand what is unparliamentary in this.
...(Interruptions)

MR. SPEAKER: It is very unfortunate.
...(Interruptions)

MR. SPEAKER: Let him explain. | am asking him to explain.

Mr. Chidambaram, you please explain. Whatever you wish to say, you go on.
...(Interruptions)

3eqE HERA 39 A afed|

MR. SPEAKER: You are not the Speaker. Fortunately for you, you are not the Speaker. Unfortunately, | am the
Speaker!

...(Interruptions)
SHRI P. CHIDAMBARAM: Sir, in my Budget speech, | said:

"The Rajiv Gandhi Drinking Water Mission was intended to be implemented in the Mission mode. In
recent years, however, new programmes have sprung up obscuring the original mission. More than
75,000 habitations are yet to be provided adequate drinking water. Government intends to bring all
drinking water schemes under the umbrella of the Rajiv Gandhi Drinking Water Mission. "

MR. SPEAKER: What is wrong?

...(Interruptions)
SHRI P. CHIDAMBARAM: Mr. Speaker, Sir, | am not yielding.a€} (Interruptions)
MR. SPEAKER: He has not yielded.

...(Interruptions)



SHRI L.K. ADVANI : When he made the speech, no one protested. It is only today when he explained what he
wanted to say, we protest. What he said was that he was removing the dust....(/nterruptions)

MR. SPEAKER: He did not say the name, but only said the name of the Mission.
...(Interruptions)
MR. SPEAKER: Please carry on with your next point.
...(Interruptions)
SHRI L.K. ADVANI : He has to apologize. ...(Interruptions)
We are sorry. ...(Interruptions)
MR. SPEAKER: You have made your point.
...(Interruptions)
14.58 hrs
At this stage, Shri L.K. Advani and some other
hon. Members left the House.
...(Interruptions)

MR. SPEAKER: Wait a minute. Please sit down. Nothing is being recorded. Why do you bother? What do you want
me to do? Shall | take them out? s wrgw faffrey @t §0 G| Asar F@ 3T 37U Brea AR B g e & d8 S|

...(Interruptions)

MR. SPEAKER: Please sit down.
...(Interruptions)

MR. SPEAKER: Mr. Harin Pathak, if you are going out, then do not disrupt the proceedings. You are boycotting.
...(Interruptions)

15.00 hrs.

MR. SPEAKER: Hon. Members, | am requesting you to come back to your seats and listen to the speech of the
hon. Minister of Finance.

...(Interruptions)
MR. SPEAKER: Hon. Members, please take your seats. Please preserve your enthusiasm for other occasions.
...(Interruptions)

SHRI P. CHIDAMBARAM: Sir, | wish hon. Members tune in to the BBC to listen to the debate between the Prime
Minister of the United Kingdom and the Leader of the Opposition there. Nothing unparliamentary was said. All that |
said was that the Rajiv Gandhi Mission was obscured. All that | did was to bring all water missions under the Rajiv
Gandhi Mission umbrella. | said and | say it. | said in the mildest of terms that | was just trying to remove the dust
that was put on top of the Rajiv Gandhi Mission's name. Now, what is unparliamentary? ...(Interruptions)

Let me say it for the record, there is in the Government, in the Ministry of Social Justice and Empowerment, a Deen
Dayal Upadhyaya Disabled Rehabilitation Scheme. Nobody has tried to remove that. Why are they getting touchy? |
never uttered the name of any other leader. | think, they were looking for an excuse to leave the House and they
have left the House. ...(Interruptions)

MR. SPEAKER: Shri Raghunath Jha, | am sure, everybody's performance is being watched by the Prime Minister
for future.

...(Interruptions)



SHRI P. CHIDAMBARAM: | just want to make a few more observations. The first is on fiscal consolidation. Please
remember that | am a servant of this House. This House passed the FRBM Act. The FRBM Act was passed in
August, 2003 but the Government did not notify it. As long as the Government did not notify it, it could do whatever
it liked. So, the Act was there but the Act was not in force. This Government, fully alive to its responsibilities, notified
the Act on the 51 July, and presented the Budget on the gth July. I urge hon. Members to kindly read a very
important document circulated for the first time in the history of independent India called 'Medium-term Fiscal Policy
Statement', which gives the roadmap as to how the revenue deficit and fiscal deficit would move over the next three
to five years. It also obliges us to restructure schemes and to control expenditure. The restructuring of schemes is
being taken up with all seriousness by the Planning Commission. Many of the schemes will indeed be restructured.

The NCMP requires us to transfer all Centrally-sponsored schemes to the States. All this is part of a new federal
philosophy. There must be a Central sector and there must be a State sector while all Centrally-sponsored
schemes must be transferred to the States except a scheme of national importance like family planning. All these
would be attended to and when we attend to all these things and control expenditure, we would be on the road to
fiscal consolidation.

Two important pilot projects have been announced. | have already mentioned about the one on water bodies. | want
to mention the other one on food stamps. Let me make it very clear that the public distribution system would be
strengthened. There is no going back on the public distribution system. All that we are doing is, since some very
eminent people have recommended that we must experiment whether food stamps would serve the objective better,
we have simply chosen one State and three contiguous districts. We want to make an experiment with food stamps.
If the experiment succeeds, we can extend the experiment because an experiment would give us new insights. After
all, we must develop a scientific temper. We must not be afraid to experiment. We must be willing to experiment and
to see what new ideas and new methods could be tried to make the public distribution system stronger and more
reliable, to serve the objectives of the public distribution system.

Finally, | am mandated to present a paper on subsidies. | have asked the National Institute of Public Finance and
Policy to prepare the paper. | will present the paper. When that paper comes and after the hon. Members have had
an opportunity to read the medium-term fiscal policy statement, | hope there will be another opportunity to have a
wide-ranging discussion on fiscal consolidation and fiscal reform.

Sir, | want to take a few minutes to talk about States' finances. We have done a lot for the States in this Budget.
The biggest step that we have taken is to reduce the interest on loans to States from 10.5 per cent to 9 per cent.
This reflects lower cost of borrowing for the Central Government which we are passing on to the States. If our cost
of borrowing comes down, we will pass on the benefits to the States in the future also.

We have also got a target of Rs. 40,000 crore in debts swap. Debts swap is a win-win for everybody. It is a gain for
the States and it is a gain for the Centre. The target is Rs. 40,000 crore, but my office has told me that this year we
will do better than the target of Rs. 40,000 crore. As | said in my Budget Speech, | propose to consult the States
and allow them to borrow more so that they can depend less on the Central loans. The cost of intermediation will
come down. If they borrow more directly from the market and not depend so much on Central loans, their interest
cost will come down. This is a long-standing demand of the States' Finance Ministers and Chief Ministers. We are
looking into it and we are trying to operationalise it this year.

Now, | would like to say a word about the Rashtriya Sam Vikas Yojna. | thought the Budget Speech made it very
clear. | did not claim to have introduced the Rashtriya Sam Vikas Yojna, but after having introduced the Rashtriya
Sam Vikas Yojna what did Bihar get last year. That is the question? The Rashtriya Sam Vikas Yojna has a Bihar
component, has a component for three districts of Orissa — Kalahandi, Bolangir and Koraput and a backward
district initiative. Nobody has tampered with that scheme. But what are the facts? During the last year under
Rashtriya Sam Vikas Yojna, only Rs. 1,073 crore was released, out of which Bihar got only Rs. 445 crore. This year
we have made a Budget allocation of Rs. 3,225 crore, three times that of last year. | wish | could give more to these
poor districts of India, but we have made an allocation three times more than that of the last year. We have asked
the Planning Commission to make an allocation after receiving programmes from the Bihar Government. | am
confident that Bihar will get a much improved and substantial package this year, surely several times more than the
measly sum of Rs. 445 crore they got last year. As | said in my Budget Speech, Rs. 3,225 crore is the initial
allocation and if more funds are required, we will allocate more to the Rashtriya Sam Vikas Yojna. Koraput,
Kalahandi and Bolangir will also get more money and the backward districts and some other districts will also get
more money. It all depends upon the States presenting viable and fundable schemes to the Planning Commission.
...(Interruptions)
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MR. SPEAKER: Please let him reply to your question.
...(Interruptions)

SHRI P. CHIDAMBARAM: Hon. Members must also note that this is something we are doing in the middle of the
year. But there is another major initiative announced in the Budget based on the NCMP to which everybody
including the RJD and other Parties are parties, namely, we are setting up the Backward States Grant Commission
and a Backward States' Grant Fund. We are going to allocate Rs. 25,000 crore over the next five years. Which are
the States which will get it? ...(Interruptions) Let me be very candid. Is Tamil Nadu going to get it? ...(Interruptions)

#t A 9 AR (FAFARYR) : F 4TI vH Ferdfhaee ansdr g
SHRI P. CHIDAMBARAM: No, | am not yielding. ...(Interruptions)

MR. SPEAKER: He is not yielding. He cannot reply regarding every State now. If the hon. Minister does not yield,
then nobody will be allowed to speak and nobody's statement will be recorded.

...(Interruptions)
SHRI P. CHIDAMBARAM: Which are the States which will get it? The Backward States will get it. ...(/nterruptions)

Sir, within the backward States and some other States there are backward districts, they will get it. Surely, this is
not going to go to the Southern States and the Western States. ...(Interruptions)

SHRI P.K. VASUDEVAN NAIR (THIRUVANANTHAPURAM): Why?

SHRI P. CHIDAMBARAM : It will not because they are not classified as backward States. Some districts may.
SHRI P.K. VASUDEVAN NAIR : Mr. Minister, the classification should be very carefully done.

SHRI P. CHIDAMBARAM : The Commission will do that. ...(Interruptions)

MR. SPEAKER : For that, the Commission is appointed.

SHRI P. CHIDAMBARAM : The Commission will look into it. The point is that the bulk of it will go to these States
which are poor and backward where a bulk of the poor of India live. Let us be candid. ...(Interruptions)

MR. SPEAKER : Everything is not being completed in July, 2004.

SHRI P. CHIDAMBARAM : The bulk of the poor of India — please understand my brothers and sisters — live in Bihar,
in Orissa, in Chattisgarh, in Jharkhand, in U.P., in parts of Rajasthan and parts of Maharashtra. This is where the
bulk of the poor live and they will get the money.

MR. SPEAKER : Also India's policy of 'Look East' also.
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MR. SPEAKER : He has said that.
...(Interruptions)
MR. SPEAKER : You have got a very competent Ministry there to look after this.

SHRI P. CHIDAMBARAM : Sir, for infrastructure | have already mentioned about the Inter Institutional group and |
want to specially mention about Sethusamudram and Vallarpadam. | visited Tuticorin. The responsibility of drafting
the DPR has been given to the Tuticorin Port Trust. The Chairman of the Port Trust has told me that he will have
the DPR prepared by the end of November. If the DPR comes by the end of November, we have an opportunity to
make a major announcement about Sethusamudram even before the year is over. ...(Interruptions)



SHRI N.N. KRISHNADAS (PALGHAT): What about Vallarpadam?

SHRI P. CHIDAMBARAM : Please wait. What is this? The same thing about Vallarpadam. For Vallarpadam, when
the project report comes, when the DPR comes in this year the announcements, will be made this year.
...(Interruptions)

There was some talk about the Golden Quadrilateral and that | have failed to mention it. Well, | support the Golden
Quadrilateral. We are very happy that the four major metropolitan cities are being connected. We are happy about
the East-West corridor, the North-South corridor. But let me give you some facts about the programme. The Golden
Quadrilateral was approved for 5,846 kilometres and the original target date was 31 st March, 2004 a date which is

now behind us. The target was extended to December, 2004 which is five months away. So far, as on 3pth June,
only 46 per cent work has been completed — 2,692 kilometres.

What have we done? We have not obliterated the Golden Quadrilateral. As against the amount of Rs. 3,442 crore
allocated last year, we have allocated Rs. 5,058 crore for the Golden Quadrilateral. We are not looking at it as a
partisan programme. We think this is important. Our highways must be made world-class. The attempt to connect
the metropolitan cities was started long before the NHAI. In fact, it was the United Front Government which created
this fund and the NHAI was given the money. It was the United Front Government which started it. They came and
called it Golden Quadrilateral. It is very good; we are very happy. Let it be golden, let it shine, let it do whatever it
can. ...(Interruptions) But the point is we have allocated Rs. 5,058 crore as against Rs. 3,442 crore.
...(Interruptions)

| want to say a word about defence capital expenditure. It is a very serious matter. The defence capital expenditure,
if you look at the figures of the last two years, has stagnated leading to an accumulation of bills. The hon. Minister
of Defence is here. | want to take the House into confidence to the extent possible. Certainly leaders can meet the
hon. Minister of Defence for further clarifications. We have provided an additional amount of Rs. 11,000 crore for
defence capital expenditure. Why?

We had committed liabilities as on the 15t of April, 2004, long before this Government came into office. Out of the
committed liabilities, Rs. 8,493 crore are required for three major contracts. These contracts were approved
immediately or shortly after the Interim Budget was presented in February, but no money was provided. We have to
pay these bills. We have to honour contractual obligations. In fact, without providing money, an amount of Rs. 4,396
crore was actually spent in the month of April and, therefore, when | came into office in the end of May, 2004 and
the Defence Minister brought this all for discussion, as a nation, which is obliged to honour contractual obligations
and pay its bills, we had to provide Rs. 11,000 crore. This is really ...(Interruptions) | will not make any charge
against anyone. It is poor Budget management. Let me put it that way. Mildly, this is poor Budget management.
Having left us this legacy of bills ...(Interruptions)

DR. SUJAN CHAKRABORTY (JADAVPUR): Since the expenditure is said to be borne in April, 2004, there is ample
reason to doubt about what actually happened. The details of this amount of Rs. 4,396 crore must be known to the
House. That must be arranged. ...(Interruptions)

SHRI P. CHIDAMBARAM: Therefore, the Defence Minister constantly reminds me that even this amount of Rs.
11,000 crore, which | provided, may not be enough. But | have been able to provide Rs. 11,000 crore. This is
absolutely necessary to &#0;ssesses&#0; our Army, to keep it in fighting-fit condition and, above all, to honour
contractual obligations which we have incurred as a sovereign Government on account of these contracts.
...(Interruptions)

i I dg Aead (FeqR) : R AW HdAS &1 G dgrdd ? A€ (Faur)

MR. SPEAKER: We are constituting MPLADS Committee. You make your observations there.
...(Interruptions)

SHRI P. CHIDAMBARAM: Sir, finally, | want to say ...(Interruptions)

MR. SPEAKER: Please sit down. You must have somebody to target. They are not there. Therefore, you are
targeting the Finance Minister.

...(Interruptions)

MR. SPEAKER: Shri Ramdas Athawale, you have made your point and you have made your presence felt since
morning.



SHRI P. CHIDAMBARAM: Finally, | want to say a word about the tax proposals and the revenue assumptions that
we have made.

MR. SPEAKER: | thought you said that it is your final point.
SHRI P. CHIDAMBARAM: Yes, this is my final point.

Sir, we have not under-estimated expenditure. Plan expenditure for 2003-2004 was Rs. 1,20,974 crore and the BE
for the current year is Rs. 1,45,590 crore. There is a jump of Rs. 25,000 crore in Plan expenditure. Similarly, Non-
Plan expenditure was Rs. 3,17,821 crore and we have now estimated it at Rs. 3,32,239 crore. Now, capital
expenditure is higher by 27 per cent and Plan expenditure is higher by 20 per cent.

We are not a tax-and-spend Government. Nobody suggests that tax-and-spend is a good policy We have provided
for expenditure. It will be my endeavour to keep expenditure within what has been provided. Adequate funds have
been provided. We have not under-estimated expenditure.

Likewise, we have not over-estimated revenue. | have simply taken the projections made in February, when they
are usually made having regard to historical growth rate and buoyancy, and added to that the transaction tax, the
cess and the arrears of tax revenue. | want to say a word about arrears of tax revenue. These arrears of tax
revenue have remained arrears and why they have remained arrears is a mystery to everyone. Why are they not
being collected? Now, we have collected the figures. The figures show the undisputed recoverable arrears are very
large. | am not revealing those sums because if | reveal those sums, then my target will become known to
everybody. A tidy sum can be collected and | assure this House that we are going to collect that sum using every
weapon in our armoury. We are going to collect these arrears because these arrears belong to the Treasury.

My only appeal to individuals and corporates on these arrears is that last year was a good year for corporates, last
year was a good year for income-tax &#0;ssesses, and they have the capacity to pay. | will try to collect the arrears
like a bee draws honey from a flower. But before the bee stings, | want the flower also to yield honey to the bee.

MR. SPEAKER: Well said and good conclusion.

SHRI P. CHIDAMBARAM: Lastly, on the tax proposals, | have got an announcement to make about the Security
Transaction Tax (STT). The Security Transaction Tax is a neat, efficient and easy to administer tax. Above all, it
has the great advantage of virtually eliminating tax avoidance. People have to come into the tax net and they will
leave behind them a tax trail.

There are two sets of intermediaries in the capital market. The first is a category which is subject to capital gains.
The second is a set which is subject to only income-tax on business profits. After hearing every intermediary in the
market and consulting with SEBI, | am satisfied that while the STT should stay, we should treat these two sets
differently. So, these are my revised proposals now.

» For those who are now paying capital gains tax on delivery based trade in equity, the rate is being maintained
at 15 basis points on the purchase price, but | will split the levy equally between the buyer and the seller.

» For unit holders holding units in equity-oriented mutual funds, | propose to treat such units as security and
extend the benefit of the new capital gains tax regime to such unit holders. However, like any other equity
traded in the stock exchange, they would now have to pay STT at 15 basis points on the purchase price of
such units.

« The second category, those who are now paying income-tax, like day traders and arbitrators, the rate for these
categories will be 1.5 basis points on the purchase price. They will be allowed to take the credit of STT
against business tax on profits.

» Derivative traders, futures and options, the rates for these categories will be 1.0 basis point on the value of the
transaction as defined in the Finance Bill. They will also be allowed to take credit for STT against business tax
on profits. Credit for STT against business income-tax will also be allowed in cases where business profits are
declared on delivery-based transactions.

« Buying and selling debt securities or bonds including Government bonds will exempt from STT. We want to
deepen the market.

« Similarly, units and mutual funds, other than equity-oriented funds, will be exempt from STT. Where STT is
attracted, the long term capital gains will be zero; short term gains will be 10 per cent.

« Where STT is not attracted or exempted, the normal capital gains tax regime will apply.

| am sure, this revised package, while we maintain STT at differential rates, will satisfy every intermediary in the
market.

With these words, | would commend this Budget to the House. | thank the hon. Members for the broad support that
they have given.



MR. SPEAKER: Now, | will allow two or three Members to seek clarifications. First, Shri Mohan Singh will get the
chance to ask one question; then, the hon. Member from Tripura, which is a backward State, will get the chance.
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SHRI KHAGEN DAS (TRIPURA-WEST): Has the hon. Minister got any specific proposal for removal of regional
disparities? He knows about the North-Eastern States. VWWhen he was the Finance Minister in the United Front
Government, he must have got an idea about the North-Eastern States. All the North-Eastern States are in debt
from head to foot. However, there is no specific proposal for a special debt relief package for the North-Eastern
States. | request the hon. Finance Minister to consider this.

SHRI N.N. KRISHNADAS : Sir, | have a point to make.
MR. SPEAKER: No. | cannot go on like this.

SHRI N.N. KRISHNADAS : Sir, | have only one point to make regarding imposition of the new tax on NRI deposits. It
is badly affecting the people of Kerala. ...(Interruptions)

MR. SPEAKER: | have given chance to three Members. No more requests please. That is enough. You have made
your point.

DR. RAM CHANDRA DOME : Sir, | would like to refer to the problem of presence of arsenic and fluoride in the
groundwater in West Bengal. This is a major problem in the country. ...(Interruptions) Adequate allocation has not
been made to combat this problem while a mega-project of desalination has been sanctioned to Chennai. This
issue must be taken care of. ...(Interruptions)

MR. SPEAKER: No more Members will be allowed.
...(Interruptions)

SHRI RUPCHAND PAL (HOOGHLY): Sir, this is a point relating to the small industry. | am not going to ask
questions about the steel prices, etc. All those things can be taken up at the time of discussing the Finance Bill. De-
reservation of 85 items from the small-scale sector is a matter of serious concern to our countrymen.

MR. SPEAKER: Nothing more. | have been liberal. | have allowed Shri Mohan Singh because he had asked for it.
Shri Khagen Das was allowed because he represents a backward State. If you misuse this indulgence, what can |
do?

...(Interruptions)

MR. SPEAKER: Nothing will be recorded. | would not allow this. There is too much of indiscipline. Let the hon.
Finance Minister speak now.

(Interruptions)*
MR. SPEAKER: That is not being recorded.
Mr. Finance Minister, you have not heard it either.

SHRI P. CHIDAMBARAM: Sir, on VAT let me assure the hon. Members that we have an Empowered Committee.
The Empowered Committee has since been expanded to include Finance Ministers of all the States and it is
chaired by the



*Not Recorded.

West Bengal Finance Minister. In order to assist the Empowered Committee, | have appointed a Technical Experts
Committee three days ago under Dr. Govindrao. The Technical Experts Committee and the Empowered Committee
of all Finance Ministers are drawing up a roadmap towards VAT.

Just look at what Haryana has reported today. Haryana today has reported in the first quarter of this year a 32 per
cent increase in VAT collection over the corresponding quarter last year. Nevertheless, in order to allay the
apprehensions of some States, particularly Uttar Pradesh, | have said | will personally visit Uttar Pradesh, hold talks
with the Chief Minister. | said Finance Ministers of States can visit Haryana. We are not going to force anything
down anybody's throat. | am confident that if all of us walk hand in hand, we will be able to implement VAT from 1St
of April. If one or two States want to join us after three or four months, let them join us after three or four months.
We will deal with the apprehensions of traders; we will satisfy everybody that VAT is a modern and efficient tax.

On the North-Eastern States, Rs.5823 crore is the size of the North-Eastern allocation this year. It is the highest
...(Interruptions)

MR. SPEAKER: No running commentary please.
SHRI KHAGEN DAS : | have asked about a special debt relief package for the North-Eastern States.

SHRI P. CHIDAMBARAM: Every North-Eastern Chief Minister who meets me and meets the Prime Minister — he
may get a not so kind response from me but the Prime Minister always gives a kinder response — comes back to me
with an aadesh and goes away very happily.

Why are you now adding more to the situation? No Chief Minister goes away empty handed. Let us leave it there.
...(Interruptions)

MR. SPEAKER: You invite him.
The only place he has not mentioned is West Bengal.

SHRI P. CHIDAMBARAM: Sir, on NRI, deposits, this was creating a distortion in the tax rate. All that we have done
is — please look at the facts - we have made it subject to withholding tax. Today, the NRI does not pay tax here but
pays tax in the host country under the DT AA. Anyone who pays tax here under the DTAA gets credit for the exact
equivalent amount. Therefore, he is not paying more tax. What is more interesting is if he pays withholding tax, he is
entitled today under the existing tax law to an exemption up to Rs.62,000 a year under the basic exemption and
under 80L, which means up to Rs.5,000 a month, the interest earned in these accounts is free from income-tax. |
think when | write back to the Chief Minister of Kerala explaining these provisions, much of this will become clear.
...(Interruptions)

MR. SPEAKER: Everybody seems to be satisfied.
| shall now put the Demands for Grants on Account (General) for 2004-05 to vote.
The question is:

"That the respective sums not exceeding the amounts on Revenue Account and Capital Account shown in
the third column of the Order Paper be granted to the President out of the Consolidated Fund of India, on

account, for or towards defraying the charges during the year ending on the 315! day of March, 2005 in

respect of the heads of Demands entered in the second column thereof against Demand Nos.1 to 34, 36,
37,3910 63, 65t0 73, 75, 76, 78 to 105."

The Motion was adopted.



MR. SPEAKER: | shall now put the Demands for Excess Grants (General) for 2001-02 to vote.

The question is:

"That the respective excess sums not exceeding the amounts shown in the third column of the Order
Paper be granted to the President out of the Consolidated Fund of India, to make good the excess on the

respective grants during the year ended 315! day of March, 2002 in respect of the demands entered in
the second column thereof — Demand Nos. 12, 25 and 80."

The Motion was adopted.



