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Member 50 telephone connections and 160 gas 
connections per year. The telephone and gas 
connections 80 allocated will be restricted for allotment 
by the Members In their constituencies only. 

Now, the House stands adjourned to meet again at 
5.00 p.m. 

1600 hr •. 

1701 hr •. 

The Lok Sabha then adjourned till 
Seventeen of the Clock. 

The Lok Sabha ",assembled at one minute 
past Seventeen of the Clock. 

{English} 

(MR. SPEAKER In the Chair') 

GENERAl BUDGET-1998-99 

MR. SPEAKER Shrl Yashwant Sinha to present 
the Budget. 

{Translation} 

SHRI AJIT JOGI (Raigarh) : Sir, I would like to recite 
one couplet : 

{English} 

"Wafa karo, na karo, per wafa kl baat karo, 
Hamare dard ko dekho, dawa kl baat karo." 

THE MINISTER OF FINANCE (SHRI YASHWANT 
SINHA) : Sir, I rl.e to present the budget for the year 
1998·99. 

Introduction 
This Is the first budget of the Government led by 

Prime Minister Shrl Atal Blharl VaJpayee. It Is a defining 
moment In history. It Is an occasion fraught with 
expectation. I am very grateful to the Prime Minister lor 
the conlldence he has reposed In me and the guidance 
he has given me. 

It has been Just over ten weeks since this 
Government took office. But we know already that a 
new India Is rising. And as May 11 was surely the first 
step, today Is yet another. Certainly, a long journey lies 
ahead, but as hlatory will prove, we have now begun to 
build a new India. This will be a .trong and prosperous 
India-a nation .elf-rellant, but not autarchic, rather a 
nation keen to deal with the world a. an equal partner 
with other countries. As the .aylng goe., ·only the strong 
can be free. And only the productive can be strong." 

. This Is the new India that we propose to build. 

The dimensions of the economic challenges that 
confront us today have come Into sharper locus since 
the time I presented the Interim budget before this House. 
While the people of India have reacted with pride over 
the evehta of May 11, some of our friends abroad have 
responded negatively. I am confident that these Initial 
negative responses wiN be moderated as our position 
geta better understood, and will not have any significant 
Impact on our economic development. On our part, our 
policies have to be clearly directed and firm. As Gurudev 
Rablndranath Tagore said "You cannot cross the sea by 
standing and staring at the water." We Intend to cross 
the sea and I seek the cooperation of this August House 
In this national endeavour In the weeks and months 
ahead. 

In preparing this budget, I have been guided by the 
famous talisman of GandhlJi. I have recalled to myself 
the face of the poorest and the weakest man I have 
seen and made sure that this budget Is of use to him. 
This budget Is rooted In Swadeshl which will be unfolded 
as we go along. But I shall hasten to add that Swadeshl 
does not mean isolation, Swadeshl means making India 
strong and sell-reUant so that we can compete with the 
world and win. As our courageous Prime Minister has 
himself said : 

Llya Haath meln OhwaJ kabhl na Jhukega, 
Kadam bad raha hal, kabhl na, rukega .. 

Flag we hold shall never bow, 
Marching steps shall never halt. 

Currant Economic Situation 

A few days ago the Economic Survey, 1997-98 was 
tabled in Parliament. It provides a comprehensive 
analysis of the economy's performance during 1997-98. 
In my interim budget speech I had already drawn 
attention to some disquieting trends: overaU economic 
growth slowed to 5 per cent in 1997-98; agricultural 
growth was negative, with foodgraln production dropping 
to 194 million tonnes from 199 million tonnes in the 
previous year; growth of Industrial production slackened 
to 4.2 per cent; export performance was weak for a 
second successive year, recording growth In dollar terms 
of less than 3 per cent; the fiscal deficit worsened to 6.1 
per cent of GOP; the capital market remained In the 
doldrums and Infrastructure bottlenecks continued to 
plague the economy. "Maine to chand aur sitaron kl 
tamanna kl thl, MUJhe raat kl syaahl ke s!wa kuch na 
mila." But I am not daunted by the situation. Only the 
weak are tamed by adversity, the strong rise above 
them. 

Key ObJective. 

Drawings on the national Agenda for Governance 
and policy statementa of the Prime Minister, I believe 
the kay objectives of this budget should be to: 
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• Str.ngth.n the foundation. of the Indian 
economy to d.al .ffectlv.1y with an Inh.rently 
unc.rtaln .xt.mal .nvlronm.nt. 

• R.v.r •• the d.clln. In agrlcultur. and 
.tr.ngth.n the rural economy. 

• R •• tore the mom.ntum of Indu.trl.1 growth, 
•• peclally of .mall .cal •• nt.rprls.s, and 
r.vlv. the c.pltal market. 

• Acc.lerat. the d.v.lopm.nt of Infrastructur •. 
• By thea. and oth.r m.an., r.pldly .xpand 

productlv. Job opportunltl.s. 

• Glv. sp.clal Imp.tus to social s.ctor 
d.v.lopm.nt. 

• Callbrat. the pac. and charact.r of 
Int.gratlon with the World economy, while 
str.ngth.nlng India'. Intern.tlonal economic 
position through revival of exports and 
raduc.d rellanc. on borrowed funds. 

• Ensure macro-economlc stability and control 
Q,V.r Inflation. 

• Rals. the rat. of domestic savings to achieve 
hlgh.r national Investment and thus lay the 
b •• I. for f •• t.r m.dlum-term growth. 
Suppl.m.nt thl •• ffort through foreign 
Inv •• tm.nt. 

• Free the productive .nergles 01 our people 
from unneces.ary bur.aucratlc hurdles and 
undertake r.form. to r.la. the productivity of 
our land, labour and capital. 

Agriculture .nd Rura' Dev.lopment 
As I stand here and address this august House, my 

thought. wander naturally to the r.mote village. of India 
and to millions 01 our toiling farm.rs. I have no doubt 
In my mind that the health and dyn.mlsm 01 the rural 
economy Is c.ntral to India'. economic and .oclal 
d.velopment. I propo.e to do the following lor .grlculture 
and rural dev.lopm.nt : 

• Wat.r Is a critical Input for agrlcultur •. V.t, 
aft.r aU these y.ar. of d.v.lopm.nt only 37 
p.r c.nt 01 our cultivable land I. und.r 
assur.d Irrigation. Th. bulk of our poor 
people Ilv. In ralnfad ar.as. W. propos. to 
accord top priority for dev.lopm.nt 01 ralnfed 
ar.a. on a wat.r.hed b.sl. and th.r.by 
enhance agricultural productivity In a 
.ustalnable mann.r. W.t.rsh.d 
D.velopment Programm •• , currently spr •• d 
acro.s s.v.ral mlnlstrl.. and d.partm.nts, 
will b. unlfl.d and the plan .lIocatlon 
.t.pped up to Re. 877 cror. from As. 517 
crar. In RE 1997-88. Furth.rmor., there I. 
.n Incr.... In the provl.lon for the 
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Accelerated Irrigation B.n.flt Programma by 
58 par c.nt ov.r 1997-98. 

• Next only to water Is the qu •• tlon of rural 
credit and rural Infrastructur •. Und.r the 
Rurallnlraatructure Dev.lopm.nt Fund (RIDF) 
managed by NABARD moneys are m.d. 
avallabl. to the State Govemm.nts for rural 
Infrastructure. During the past thr.e y.ars 
about Rs. 2,500 crore has b •• n allocat.d to 
It annually. I am pleased to announce RIDF 
IV with an enhanced allocation 01 Rs. 3,000 
crore. I Invite the States to come forward to 
utilise this Important faCility. 

• I propose to augment NABARD's share 
capital by Rs. 500 crore In the current year. 
Govemment will allocate Rs. 100 crore from 
the budget and the RBI will contribute the 
balance of Rs. 400 cror •. This will enable 
NABARD to leverage additional resources 
from the market to meat the credit neads of 
agriculture. 

• The problem of rural unemploym.nt and 
under-employment Is a massive on •. This 
can only be solved through self-employment. 
There Is no r.ason why •. v.ry craftsman, 
artisan and w.aver cannot b.come an 
entrepreneur and run his own Imle .nterprlse. 
A major bottlen.ck howev.r has b •• n lack 
01 credit facllltl.s. Earll.r NABARD had 
launched a limited sch.m. for promotion of 
Self H.lp Groups (SHG) as a chann.lfor the 
Ilow of lunds to the micro .nterprlses. I am 
asking NABARD to gr.atly .xt.nd the scope 
and coverage of the sch.m. so that 2 lakh 
Self H.lp Groups covering 40 lakh families 
can be asslst.d ov.r the n.xt flv. y.ars 
through this sch.m. 01 micro credit. 10,000 
S.1f H.lp Groups cov.rlng 2 lakh famlll •• 
will be as.l.t.d this y.ar. Th. R ••• rv. Bank 
01 India Is also advising comr, •• rclal banks 
to d.slgn spaclflc loan packag. to m.et the 
neads of micro .nt.rprt •••. 

• I have asked the National Housing Bank to 
flnanc. on. lakh rural dw.Hlng unit. und.r 
the SWam. Jayantl Housing Flnanc. Sch.m. 
.s .g.lnst 50,000 unit. I.st y.ar. 

• I am making • provl.lon of Rs. 285 cror. to 
carry forward the r.h.blllt.tlon and 
rac.pltalls.tIon of the R.glon.1 Rural B.nks 
(RRB.). Sponsor b.nks .r. b.lng glv.n a 
larg.r rol. In providing m.n.g.m.nt, 
op.r.tlonal .nd rastructurlng support to 
RRBs. -

• Farma,. ottan fac. chronic probl.m. of 
ovardua Io.n. due to clrcumstanca. b.yond 
thalr control. They .ra avan commlttad to 
civil prl.on for thl. daf.ult. Whll. tha 
r.p.ym.nt cultura mu.t Improv., this 
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government II determined to create 
condltlonl 10 that no farmer goel to laR for 
a loan repayment default or II forced to 
commit lulclde. The Relerve Bank will be 
Ilsuing appropriate guldellnel to the banks 
for haslle·free lettlement of old C88el of 
overdues. Bankl will be encouraged to 
provide appropriate relief on accumulated 
Interelt In delervlng cases. The new 
procedure Ihould also help In reducing the 
outstanding volume of Non·Performlng 
A .. eta (NPAs) of the bar.klng lector. 

• NARBAO II being alked to formulate, Shrt 
Ralelh Pilot II here and he can Kindly note 
a model scheme for Ilsue of Klsan Credit 
Cards to farmers on the basis of their 
holdings for uniform adoption by the banks . 
so that the farmers may use them to readily 
purchase agricultural Inputs such as seeds, 
fertilisers, pesticides etc. and draw cash for 
their production needs. 

The Ingenuity and enterprise of our farmers Is today 
hamstrung by numerous Central and State laws and 
regulatlonl relating of the production, marketing and 
movement of agricultural commodities. This Is clearly 
unacceptable. My colleague, the Minister of State for 
Agriculture, will soon be bringing out, under the 
guidance of the Prime Minister, the Government's 
National Agricultural Policy paper which will address 
thesa conltralnts In a comprehensive manner. The 
Minister of Commerce Is systematically reviewing 
existing controls on exports of all agricultural 
commodities except foodgralns. There Is no reason why 
our farmers should not reap the benefits of access to 
wider global markets. 

The system of agricultural cooperatives in our 
country Is plagued by bureaucracy and pOlitical 
Interterence at many levels. As part of a concerted 
programme to revitalise the cooperative lector, 
government will shortly bring forward a model 
cooperative law to replace the Multl·State Cooperative 
Societies Act of 1984 and will encourage the States to 
make similar amendments In their own acts. 

There has been a long standing demand from our 
farmers and the Ministry of Agriculture for the exclusion 
of farm Implements and tools from the list of Items 
reserved for manufacture by the SSI lector, 10 that 
farmerl can benefit from a wider range of Implementl 
and tooll at competitive prlcel and with ",quilite atter 
IIlel lervlce. Thll propolal had also been 
recommended by the Advlaory Committee of the Ministry 
of Indu.try, Government have decided to accept this 
recommendation. 

India has made commendable progr .. s In ollseeds 
production In recent year.. In order to e.tabllsh an 
efficient market environment and to reduce volatility In 
prices In thl. .ector, the Government Is planning to 
Introduce future. trading In edible ollaeed., their 0111 

and their cakes. 

The existing subsidy schemes for both urea and 
decontrolled phosphatic and potassic fertilisers are 
being continued. However, for achieving optimum crop 
relponse ratio to fertiliaer use, the use of all the three 
nutrients, nitrogen (N), phosphorus (P) and potassium 
(K) .hould be balanced. This balance has been 
progressively distorted over time because of the low 
price of urea compared with decontrolled fertilisers. The' 
NPK balance, which was 5.9:2.4:1 In 1991·92, had 
changed adversely to 10:2.9:1 by 1996·97. An Increase 
in the price of urea would help restore this balance. The 
Increase Ia alao Justified on the ground of rising costs, 
which have lad to a more than 50 per cent Increase In 
the subsidy on Indigenously produced urea In two years 
between 1995·96 and RE 1997·98. It Is, therefore, 
proposed to Increase the selling price of urea by Just 
Re. 1 per kilogram with Immediate effect. (Interruptions) 

Government Is committed to provide safe drinking 
water to all rural habitations In the neX1 five years. To 
achieve this ambitions target, a multi pronged approach 
to rural water supply Is being adopted : 

• The allocation for the Accelerated Rural 
Water Supply Programme Is being enhanced 
from Rs. 1,302 crore In RE 1997·98 to Rs. 
1,627 crore In this budget. This enhanced 
outlay will cover about one lakh habitations. 

• As mentioned earlier, we will give a special 
thrust to Watershed Development 
Programmes. This will also ensure better 
results for ground water availability and 
conservation. 

• States are being encouraged to 
Instltutlonallse community-based rural water 
supply programmes, which secure active 
participation of beneflelarles to own, operate 
and maintain rural water supply facilities. 

OVer the years, programmes for alleviation of poverty 
and employment generation have proliferated. Each 
scheme Is well Intentioned but their multiplicity has led 
to needless duplication, high overhead costs, confusion 
at field levela and Insufficient benefit to the people. It is 
proposed to unify the various schemes under two broad 
categories of Self Employment Schemes and Wage 
Employment SchemllS. Funding and organisational 
patterns will be rationalised to achieve maximum 
beneficial Impact of thele programmes. 

Small Sca .. Industry 
I am now turning to the small scale Industry. The 

SSI sactor makel a valuable contribution of about 40 
per cent to our total manufacturing lector production, 
35 per cent to exports and employs over 160 lakh 
workers. Our commitment to the SSI sector Is total. The 
commonest complaint of SSI entrepreneurl and 
aSlOclatlons are the Insufficiency of timely credit and 
the harallment of the "Inspector Rar, 
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On the credit problema of the 551 .ector, I propose 
the following Inltlatlv.. : 

• At pra.ant, for 551 unit. having aggr.gat. 
working capital requlr.m.nts up to Rs. crore, 
the working capital limit Is determln.d by the 
bank. on the basis of a .Impl. calculation of 
20 p.r cent of th.lr annual turnover. This 
facility I. b.lng doubled to R •. 4 crore. This 
will .a •• the flow of bank credit to the SSI 
•• ctor. 

• To moderate the cost of credit to SSI units, 
RBI will advise the banks to accord SSI units 
with a good track record, the benefit of lower 
.pr.ad. ov.r the prim. lending rat •. 

• Enhanc.d powers would be delegated to 
bank manag.rs of speclalls.d SSI branch.s 
to .n.ur. that most credit proposals are 
d.clded at the branch level. 

• At pr ••• nt, Small Indu.trlal Development 
Bank of India (SIDBI) Is a subsidiary of lOBI 

- and lOBI Is the major shareholder Is State 
Flnanc. Corporations (SFCs). To equip SIDBI 
to play Its apex rol. In SSI credit provision 
more eff.ctlv.Iy, SIDBI will be delinked from 
lOBI and lOBI shar.holdlng in SFCs will be 
transferr.d to SIDBI. 

• 551 units are often handicapped by delays in 
the s.ttl.ment of their dues from larger 
companl.s. To tackle this problem. I am 
asking RBI to strengthen the existing 
mechanisms available to 551 for discounting 
of bOis. RBI will also modify Its guidelines to 
comm.rclal bank. on credit appraisal to give 
gr.at.r w.lght to the amount of overdue 
outstandlngs that large units have in respect 
of 551 supplier. My coll.agu., the Minister of 
Industry Is •• parat.1y bringing amendments 
to the Interest on Delayed Payments to Small 
Scale and Ancillary Industry Und.rtaking Act, 
1993 to make the .xlstlng I.glslatlon more 
affectlva. 

A. for tha parvaslv. problem of the "Insp.ctor Raj", 
• hall b. announcing far r.achlng changea In the 

administration of C.ntral Excise which .hould halp 551 
units .Ignlflcantly. I urge all Stat.s to review th.lr law. 
and r.gulatlons and make nec .... ry changa. to Ilght.n 
the burden of the In.pector Raj probl.m of 551 units. 

I .hall also be announcing some tax conce8llons 
to the 551 .ector later In my sp.ech. 

Prlveta tnvaetment In Induatry 
Tha government accord. high priority to boo.tlng 

private Inv.atm.nt, Including for.lgn Inv •• tmant, In 
Indu.try. Wa mu.t mlnlmlsa bureaucratic and procedural 
hurdle. and create an Inve.tor friendly envlronm.nt. 

Industrial licensing was abollsh.d in most Indu.trlal 
sectors as part of the economic reform •. On reviewing 
the r.malnlng handful of licens.d sectors, the 
gov.rnment have further dacided to d.llc.n.e coal and 
lignite and petrol.um product •. 

Industrial deregulation would ramaln Incomplete 
without reducing tha burd.n Imposed by the "In.pector 
Rar. The majority of Inspector. operate under State 
level statutes. Government have Initiated a dialogue 
with the State Govarnments to explore tha con.olldatlon 
of regulatory legislation relating to Industry and 
exchange 01 best practices across 5tates In carrying 
out the necessary Insp.ctions in the lea.t burden.ome 
way. I will return to this subject when I present my 
excise proposals. 

The Foreign Investment Promotion Board (FIPB) 
has done a good job In promoting for.ign inv •• tm.nt 
and streamlining the procedures at the C.entrai 
government level. Foreign investment flows have 
increased substantially and were .stlmated to be $3.1 
billion in 1997-98. About 60 per cent of Inveatment 
approvals are in the energy and Infrastructur •• ectors. 
It will be our obj.ctive to create conditions In which 
foreign Investors will find India an attractiv. Inv •• tm.nt 
destination. We hope to doubl. the Inflow of lor.lgn 
direct inve.tment within next two y.ars. Foreign Inve.tors 
are frequently inhibited by lack 01 lamillarity with our 
systems and statute. and particular problems at the 
State level. To reduce such problem., w. will Implement 
a system whereby, an officer of the administrative Ministry 
would be designated as a monitoring olflc.r to h.lp 
processing and Implementation of the proj.ct In 
conjunction with Central and State authoritle. for avary 
foreign inveatment proposal .xc.edlng Re. 100 crora. 
We are committed to creating a ha •• le-fr •• procedure 
and I would like to assure all foreign Investors that a 
decision on their Investment proposals shall b. tak.n 
within a period of 90 days. It will ba the paraonal 
responsibility 01 the monitoring officer to ensura thl •. 

Houalng 

The National Ag.nda, Id.ntlfles hou.lng aa a priority 
area. We will move purposalully to tackl. the country'. 
enormous hou.ing shortage problem through 
partnership b.tw.an gov.rnment. hou.lng finance 
Institutions and the private sector . 

• 20 lakh additional dw.lllng unit. will ba built 
this year with 13 lakhs In rural araaa and 7 
lakh. In urban araaa. 

• Th. budgat allocation 'or tha Indira Awa. 
Yojana Programma la baing aubatantlally 
anhanced to R •. 1600 cror., from Ra. 1144 
crore In 1997-98. The .cop. of this achama 
i. al.o baing wldan.d to Includ. a loan-
cum-aubaldy programme. 

• The Urban Land Calling and Ragulatlon Act 
will be repaaled to , .... the aupply of Ulable 
urban land tor houalng conatructlon. 
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• Th. c.plt., b ••• of the Hou.lng and Urb.n 
D.v.lopm.nt Corporation (HUDCO) I. b.lng 
Incr •••• d by R •. 110 cror. from the budg.t 
.0 th.t It may I.v.rag. mora funds for 
housing construction. 

• I also have some tax Inc.ntlv •• for hou.lng 
which I will outlln. lat.r In my .p •• ch. 

Infra.tructur. 
Th. acut.n ••• of our Infrastructur. probl.m. is 

equalled only by our resolve to tackle them. One of the 
major pl.nks of this budg.t Is to provld. strong stimulus 
to the Infrastructure s.ctor through large public and 
private Inv.atm.nt In th.se a.ctors. This will alao help 
to boost Industrial growth and overall .conomlc activity. 

The plan outlay for the k.y Infrastructure s.ctor. of 
En.rgy. Transport and Communications In the revls.d 
estimates for 1997-98 was Rs. 45.252 cror •. I am happy 
to announce that the outlay for th.s. s.ctors for the 
curr.nt y.ar will be Rs. 61.146 cror •. This Is a I.ap of 
35 p.r cent. I am hop.ful that this st •• p Incr.as. In 
investments will trlgg.r Industrial activity and r.vlve 
rapid .conomlc growth. 

Within a f.w w •• ks of taking offlc •• the gov.rnm.nt 
passed an Important ordlnanc. for .stabllshlng Central 
and Stat. Electricity R.gulatory Commissions with the 
primary obj.ctiv. of rationalising .I.ctricity tariffs. This 
will go a long way towards enhancing inv.stor 
confidence in the power s.ctor and facilitat. raising 
resources for higher public and private Investment. W. 
have also simplified the proc.dur.s for .xt.nding 
sovereign counter guarant.es for a f.w "Fast Track" 
pow.r proj.cts which w.r. h.ld up for long. W. now 
.xp.ct .arly fin.ncl.1 closur. of th.s. proj.cts. The 
total pl.n outlay for Ministry of Pow.r Is being Increas.d 
to Rs. 9.500 cror. as against Rs. 6.738 crore in RE 
1997-98. 

I will draw your attention to the outstanding du.s 
tram State EI.ctrlclty Boards to major public s.ctor 
und.rtaklngs such as NTPC and Coal India amount to 
about Rs. 10.000 crore. These large outstanding dues 
are serious imp.diments to Investm.nt by th.s. public 
sector und.rtakings. The gov.rnment will .volv. a 
guarant •• sch.m. to cov.r such du.s. On the strength 
of such guarant •••• the PSUs conc.rn.d will b. abl. 
to ral.. r.sourc.s .lth.r by •• curlti.lng th ••• d.bt. or 
dir.ctly .nt.ring the market for t.pping fe.oure.s. Thl. 
would h.ld th •••• nt.rprl •• s to raise r.sourc.s to fund 
larg. projects In the pow.r and coal s.ctors. The 
r.sultlng Inveatm.nt will alao booat Induatrl.1 growth 
and Investment through IInk.g. eff.ots. 

W. must build more roads and the qu.11ty of our 
roads must .lao Improv •. Our National Hlghw.ys mu.t 
bll brought up to Int.rnatlonal .t.nd.rds. I am providing 
Rs. 500 cror. for the N.tlonal Highways Authority of 
Indl. to catalys. n.w road proj.cts Including four- I.nlng 
of eXisting Natlon.1 Highways. I .h.1I .nnounc. soma 

mora m.asures for this sector in Part B of my speech. 

To enhance long-term finance for infrastructure 
Inv.stment In the private sector. the Infrastructure 
Development Finance Company Limited (IDFC) was 
Incorporated as a non-governm.nt company In 1997. I 
am happy to Inform the House that the IDFC has tied 
up Its paid up .qulty capital of As. 1.000 crore. Including 
.qulty participation of Rs. 400 crore by nine foreign 
Investors and has now commenced operation. In order 
to put IDFC on par with other all India public Financial 
Institutions In the matter of fiscal Incentives and fund 
raising benefits .xtend.d to these Institutions. it is 
propos.d to make necessary am.ndments In the 
Companl.s Act. 

Provident funds are a potentially Important source 
of funding for private sector infrastructure projects. The 
pr.s.nt pattern of Inv.stm.nt prescribed for provident 
funds does not permit any Investment In securities of 
prlvat. s.ctor Infrastructure projects. I propose to 
provld. soma fI.xlblllty In this r.gard by allowing up to 
10% of the n.w accretion to provident funds to be 
invested In private sector securities which have an 
Inv.stm.nt grade rating from at least two credit rating 
ag.ncles. This Is an enabling provision which will allow 
the Board of Trustees managing these funds to Invest 
In these securltl.s subject to their assessment of the 
risk-return prospect of .ach security. 

Education 

Mr. Speaker. Sir. Education Is the key vehicle for 
social transformation. Unlversallsatlon of elementary 
education and eradication of Illiteracy are central 
el.ments of our social policy. Government also plans to 
Implement the Constitutional prOVision for making 
primary education free and compulsory up to fifth 
standard and for girls up to the college level. 

This budget provld.s for nearly 50 per cent Increase 
In the total budgetary allocation for Education. from Rs. 
4.716 crore In the RE 1997-98 to Rs. 7.047 crore In this 
budget. We are committed to raising the total resource 
allocation for Education to 6 per cent of GDP In a 
phased mann.r. 

The allocations und.r the Kasturba Gandhi Shlksha 
Yojana and the Mahlla Samlrldhl Yojana will be 
Integrat.d to support a unified Action Plan for 
accel.ratlng f.mal •• ducatlon. 

Swami VIv.k.n.nd whll. exhorting the youth had 
a.,d "A f.r gr.at.r work Is the sacrifice of yourself for 
the b.n.flt of your rac •• for the welfar. of humanity." In 
ord.r to harn.ss the limitless .n.rgy of the youth. 
gov.mm.nt will formulate a scheme for creation of a 
N.tlonal Reconstruction Corps. which will mobilise youth 
for communlty-bas.d nation building activities. The 
sch.m. will also promote self-employment youth 
wh.r.by the volunteers would simultaneously be given 
training In vocations and entrepreneurship development 
for taking up self-employment vocations. An Inter-
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Minlst.rial Com mitt.. is b.lng s.t up to go Into the 
detalis. 

Information Technology 
The Prim. Mlnlst.r has und.rlin.d the crucial 

importanc. of Information Technology for India. It Is the 
fastest growing s.ctor of the Indian .conomy as Ind.ed 
of the world economy. It has trem.ndous potential for 
the generation of .mploym.nt, incom.s and .xport 
earnings. It can also provld. millions of skilled jobs for 
wom.n. Our Information Technology sp.clalists and 
software creators are s.cond to none In the world. 

The gov.rnment have s.t th.mselv.s a target of 
making India a Global Information Technology Power 
and one of the larg.st gen.rator. and export.rs of 
software In the world within t.n y.ars. A National 
information Technology Task Force, headed by the 
Deputy Chairman, Planning Commission has been set 
up, to formulate a National Informatics Policy which will 
help achieve our objective •. 

Our software companies op.rat. In a highly 
competitive global mark.t .nd the sklll.d prof.salonals 
working In these companl.s have attractiv. opportunltl.s 
abroad. Our companies n •• d fl.xlbl. syst.ms of 
Incentives to retain their human resources. They have 
sought permission to offer stock option sch.mes to their 
Indian employees linked to ADRlGDR Issues abroad, 
under which th.lr .mployees will b. .Iiglble for ADRI 
GDR stock options. In r.cognltlon of the excellent work 
being done In this sector, and Its very special 
circumstances, the government have decided to 
formulate a sp.clal schema to allow such options for 
the software sector. The details of the scheme will be 
notified separat.ly. 

I also have some IIscal proposals to support rapid 
development of this crucial s.ctor which I will present 
later In my sp •• ch. 

Financial Sector 
A mature and well functioning financial system Is 

essential for promoting savings, channelling investment 
Into the most productlv. activities and ensuring an 
.fflcient paym.nts m.chanlsm. Th. East Asian financial 
crisis has hlghllght.d the Importanc. of prompt action 
to strength.n our financial syst.m. The r.c.ntly submltt.d 
Naraslmham Committee Report has provld.d many 
recomm.ndations which are b.lng examined in 
consultation with RBI. How.v.r, I am happy to announc. 
that decisions have b •• n tak.n on some Important 
recomm.ndatlons. 

• The r.lativ.ly high .... v.1 of Non·P.rformlng 
Ass.ts (NPAs) In our public sector banks is 
a causa for conc.rn. Net NPAs, av.raglng 9 
p.r c.nt In 1996·97, must b. brought down 
to b.low 5 per c.nt by the y.ar 2000.2001. 

As on. way of r.duclng NPAs, Debt R.cov.ry 
Tribunals will b. str.ngthen.d and mora 
Tribunals will b. s.t up to cov.r all Stat.s. 

• A few banks have particularly high NPAs. 
These banks will b •• ncouraged, on an 
exp.rim.ntal baals, to .stabllsh A ... t 
R.constructlon Companl.s, which will 
takeover the NPAs of the banks at th.lr 
realisable valu. and swap th.m with spacial 
bonds to b. h.ld by the bank. Th. As .. t 
R.construction compani.s will conc.ntrat. 
on recov.ry of dues to r.allse the maximum 
value for the ass.ts transf.rr.d to th.m. 

• To str.ngth.n the und.rlylng h.alth of our 
banks, RBI Is raising the minimum requlr.d 
Capital Ad.quacy Ratio for banks from the 
pres.nt 8 p.r cent to 9 per cent by March 31, 
2000 and to 10 p.r c.nt by as early as 
posslbl. thereafter. RBI will also announc. 
certain oth.r .nhanc.ments of prud.ntial 
norms In regard to asset claSSifications, 
Incom. r.cognltlon, risk weights, .tc. 

• Our financial syst.m today works und.r the 
burd.n of s.v.ral archaic laws regarding 
transf.rs of and transactions in propertl.s 
and financial Instrum.nts.An Exp.rt Group 
Is b.lng set up to propose preci .. I.gal 
am.ndm.nts In the k.y laws to make the 
provisions conslst.nt with modern financial 
and banking practlc.s. 

Non·Bank Financ. Compani.s (NBFCs) p.rform an 
Important rol. In our IInanclal s.ctor. But r.gulatlon of 
this sector has to Improv. to prot.ct unwary .mall 
Inv.stors. Th. R.s.rv. Bank of India Act was am.nded 
last yaar with a vl.w to laying down a fram.worll for 
Improved r.gulatlon of NBFCs. RBI has r.c.ntly is.ued 
guld.llnes for r.glstratlon as also for .ff.ctiv. r.gulatlon 
of NBFCs. Our obj.ctiv. will b. to d.v.lop a fram.worll 
of prudential regulations and a supervisory syst.m 
which will foster the d.velopm.nt of a h.althy financial 
system as also provld. transpar.nt dlsclosur. norms 
laadlng to great.r d.posltor awar.n.ss to .nabl. the 
Investors to take w.1I inform.d Inv.stm.nt d.clslons. 

Along with r.form of the banking s.ctor, it Is 
necessary to move forward with r.forms in Insuranc. 
which has hlth.rto b •• n a public sector monopoly. In 
ord.r to provld. b.tt.r Insuranc. cov.rag. to our 
cltiz.ns and alao to augm.nt the flow of long.t.rm 
r.sourc.s for finanCing Infraatructure, I propos. to open 
the Insuranc. s.ctor to competition from prlv.te Indi.n 
companl.s. The In.ur.nce R.gul.tory Authority wlU a .. o 
be conv.rt.d Into a st.tutory body. N.c .... ry "gl.'ation 
will b. Introduc.d lat.r In the y.ar. ' 

FEMA and Money Laundering 

Th. pr ... nt For.'gn Exchang. R.gulatlon Act, 1973 
is outdated .nd .. no Iong.r In k •• plng with the ne.ds 
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of the economy and the changes that have taken place 
In foreign exchange markets and transactions. We have 
moved to full current account convertibility. It 18 no longer 
appropriate to deify foreign exchange as something 
special and maintain a burdensome and highly 
regulatory structure around this deity. Accordingly. 
govemment have decided to repeal FERA and replace 
It with a new Foreign Exchange Management Act 
(FEMA). which would be consistent with the needs of a 
modern economy. The new Bill will be Introduced In this 
session of Parliament. 

At the same time, I want to as:;ure the House that 
the replacement of FERA by FEMA is in no way Intended 
to give licence for Illegal transactions to drug peddlers, 
terrorists. arms smugglers and other perpetrators of 
heinous economic crimes. Indeed, to protect our society 
from the globally recognised and, growing problem of 
money laundering. I also propose to bring an anti Money 
Laundering Bill before the House simultaneously with 
FEMA. 

Capital Market 
I am proposing a number of measures to strengthen 

our capital markets : 

• The Securities and Exchange Board of India 
(SEBI) has approved the Introduction of 
trading In stock Index futures as a way of 
providing greater opportunities for hedging 
and Inducing more liquidity into the market. 
The government will bring forward the 
necessary amendment to the Securities 
Contracts (Regulation) Act to enable 
derivative Instruments to be treated as 
securities. 
Foreign Institutional investor (FII) debt funds 
are today allowed to invest only In listed 
debt securities. I propose to allow them to 
invest In unlisted domestic debt securities; 
the risk of default would be borne by the Fils. 

• To encourage modernisation of broker 
services, a one time permission was given 
last year to stock brokers to corporatlse their 
businesses without attracting capital gains 
tax. I propose to extend this exemption by 
one year. 

• To encourage more primary public Issues, I 
am proposing certain changes to expand the 
Income tax deductibility of expenses Incurred 
on public Issues. 

• After some of the turbulent events In the stock 
markets In recent years, a special effort must 
be made to restore the confidence of small 
Investors. I am asking SEBI to devote special 
attention to strengthening the Institutional 
arrangements for protecting small Investors 
from defaults and financial failures of brokers 
and other market Intermediaries. 

Non-Realdent Indiana 

Whenever I have travelled Mr. Speaker, Sir, abroad 
outside India, Non-Resident Indians (NRls) have 
expressed a sincere desire to contribute meaningfully 
to the development of India. I believe NRls constitute a 
huge, untapped potential for India growth development. 
I propose the following steps to encourage NRls to 
participate In the development of their country of origin: 

• At present NRls are allowed to purchase 
shares In Indian companies in the secondary 
market subject to a limit of 1 per cent of the 
company's total equity for individual NRls 
and NRI overseas corporate bodies, with a 
5 per cent limit for aggregate NRIIOCB 
Investments in the company. These limits 
were Imposed many years ago when our 
capital market regulations were much weaker 
and there were no rules 90vernlng 
acquisitions and takeovers. The situation has 
changed materially In both these respects. I. 
therefore, propose to raise the Individual 
Investment limit of 1 per cent ot NRls to.5 per 
cent and the aggregate limit for all NRI 
investments In a company trom 5 per cent to 
10 per cent. 

• NRls have aiso complained to me that the 
procedures governing their participation In 
our share markets are extremely 
cumbersome and onerous. I am having these 
procedures thoroughly reviewed with 'a view 
to modifying them to facilitate Investment by 
NRls In our capital markets. 

• The Unit Trust of India will launch a new 
India Millennium Scheme which will be open 
for subscription in dollars only by NRls. The 
monies collected under this scheme would 
be Invested In shares of Indian companies 
with high potential for growth and In high 
quality Indian debt. The details of the scheme 
will be announced shortly . 

• The State Bank of India Is launching a new 
Resurgent India Bond denominated in 
foreign currencies for subscription by NRls. 
This will enable NRls to contribute to the 
flow of resources for our country's 
development. especially for building up 
Infrastructure. The bond will be fully 
repatrlable and the government will extand 
tax concessions similar to those currently 
available to NRI deposits to this new bond. 
The details of the scheme will be notified 
separately. I am confident that NRls will 
walcome this Initiative and will contribute 
liberally to these Bonds. 

I have one more significant announcement to make 
for NRI's. Government have decided to draw up a 
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scheme for Issuance of a Persons of Indian Origin (PIO) 
Card for those living abroad and having foreign 
passports. The PIO Card, which would be extended to 
persons of Indian Origin settled In countries to be 
specified by government would besides Introducing a 
visa-free regime would also confer some special 
economiC, educational, financial and cultural benefits 
to the NRls. The details are being worked out. 

Decentran.atlon and ExpendHure Re.tructurlng 
Government have already appointed a Special Task 

Force on Devoluti"n of Powers to States, under the 
Chairmanship of Shrl Bhairon Singh Shekhawat, the 
Chief Minister of Rajasthan to examine and recommend 
measures for devolution of additional financial powers 
to the States and additional or alternative means by 
which States can raise more resources. The first report 
of the Task Force has been received. We are examining 
the recommendations in consultation ¥11th the RBI. 

The distinction between plan and non-plan 
expenditures in our budgetary system has created 
several problems. It has led to an excessive focus on 
so called plan expenditures with a corresponding 
neglect of Items such as maintenance which is classified 
as non-plan. Various bodies, including the Finance 
Commission, have advocated the elimination of the plan 
and non-plan distinction In the budget. I propose to 
constitute a Task Force, including representatives 01 
Planning Commission, Finance Ministry, Comptroller and 
Auditor-General of India and State Governments to 
examine these Issues In a comprehensive manner and 
to make recommendations for a functionally viable and 
more focussed presentation of government expenditure 
In the budget. 

A related problem Is the proliferation of Central 
Sector and Centrally Sponsored Schemes over the 
years. There is a need to rationalise thesa, with the 
objective of reducing overlaps and duplication, modifying 
procedures and norms and making them more easily 
accessible to the Intended beneficiary. The Task Force, 
mentioned above, will also advise on this issue. 

Development of North Ea.tem Region 

The government have already decided to restructure 
the North Eastern Council (NEC) for speedy 
Implementation of Important Infrastructural programmes 
In this region. Slkklm will also be Included In the Council. 
Necessary legislation will be Introduced In Parliament 
to effect these changes. 

Furthermore, It has been decided that a non-
lapsable Central Resource Pool will be created for 
deposit of funds from all Mlnlstrle, where the plan 
expenditure on the North Eastern region Is less than 10 
per cent of the total plan allocation of the Ministry. The 
difference between 10 per cent of the allocation and 

the actual expenditure Incurred on the North Ea.tem 
region will be transferred to the Central Pool, which will 
be used for funding specific programme. for economic 
and social upilltment of the North Eastern State •. 

The North-Eastern Development Finance 
Corporation Limited (NEDF) promoted by public sector 
financial institutions and banks was Incorporated In 
1995. NEDFI strives to respond to the specific needs of 
Industries in the North-East. At present there Is one 
State Financial Corporation (SEF) In Assam and twin 
function Industrial Development Corporations (IDCs) In 
some other States. In order to foster healthy and efficient 
growth of these Institutions, I am proposing that the 
refinancing function lor Industrial loans of SFCIIDCs of 
the North·East will be undertaken henceforth by NEDFI, 
rather than IDBIISIDBI as at present. 

DI,lnve.tmentlPrlvati •• tlonIPSU Reform 

The regular budget takes credit for a receipt of Rs. 
5,000 crore from disinvestment In the current year .. In 
order to expedite the process the government have 
decided to disinvest specified portions of equity from 
IOC, GAIL, VSNL and CONCOR. As part of an overall 
strategy to restructure Indian Airlines and expand Its 
capacity, government have decided to restructure the 
capital of Indian Airlines and also to undertake a phased 
disinvestment In this company, over three years, bringing 
the government's equity holding down to 49 per cent. 

Some public sector undertakings have conSistently 
incurred large losses. Experience and studies by 
independent organisations, have conclusively 
established them to be unrevlvable. Nevertheless, a 
decision on their closure had been delayed only on 
account of the concern for the interest of the worker •. 
In order to find a viable and satisfactory solution to this 
dilemma, the government have decided to provide a 
safety net to the workers of enterprises destined for 
closure by providing a liberal and attractive 
compensation package prior to closure. At present, when 
a unit Is closed, the workers are only entitled to 
retrenchment compensation under the Industrle. 
(Development and Regulation) Act, which is only 15 
days wage. lor each completed year of service. To 
make the compensation package attractive, It Is 
proposed to make applicable the beneflta of the VRS 
package, namely 45 days wage. for each completed 
year of service, subject to the maximum wage or ulary 
accruable on the basis of the balance of years of .ervlce 
lett to all the workers of the.e public .ector units. A. a 
further Improvement to the package, the workera of theae 
units will also be eligible for a maximum of 80 montha 
or 5 year. salary or wage. a. compen.atlon In the c .. e 
of all those who have completed not Ie •• than 30 year. 
of service. This would mean that all tho.e who have put 
In more than 30 yeara of service will get more than the 
normal VRS. The other conditions of the VRS will apply 
and this offer will be made time bound. 
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A separate Restructuring Fund is being constituted 
for this purpose and these public sector enterprises will 
be advanced funds from the budget to offer a 
compensation package to the workers. Once the labour 
is separated, the assets of the company will be available 
for disposal at the best economic price. The proceeds 
of the disposal, after setting all pending liabilities, wi" 
be credited to the Restructuring Fund which will get 
recouped to that extent. This would enable the fund to 
operate on atleast a partla"y self-sustaining basis and 
It is expected that, in the course of time, budgetary 
support for the fund wi" gradually diminish. 

Govemment have also decided that in generality of 
cases, the government shareholding in public sector 
enterprises will be brought down to 26 per cent. In 
cases of public sector enterprises involving strategic 
conSiderations, government will continue to retain 
majority holding. The interest of workers shall be 
protected in all cases. 

Budget E.tlmat •• for 1998·99 

As Hon'ble Members are aware details of the 
revised estimates for 1997·98 were presented along 
with the interim bUdget in March 1998. I am, therefore, 
not going over those estimates again. The figures that 
are given below are the budget estimates for 1998-99. 
I shall compare them with the revised estimates of 1997· 
98, since budget estimates are after a" estimates. What 
really matters is the expenditure in the previous year 
and the increase proposed in this year's budget. 

I shall now briefly go over the budget estimates for 
1998·99. 

For 1998·99, the total expenditure is estimated to 
be Rs. 268107 crore. Of this, Rs. 72,002 crore has 
been provided as budget support for Central, States 
and UT Plans and balance Rs. 1,96,105 crore is for 
non-plan expenditure. Hon'ble Members will be pleased 
to note that the budget support for the plan has been 
Increased by Rs. 11,372 crore from Rs. 60,630 crore in 
revised estimates of 1997·98, which is the largest 
increase ever in absolute terms. Even In percentage 
terms the 1 B.8 per cent increase Is the highest In the 
last decade, except for one year. 

Plan Expandltur. 
e.ntral Plan 

Total Central plan outlay at Rs. 1,05,187 crore will 
be higher by Rs. 24,154 crore from the last year's level 
of Rs. 81,033 crore. Gross budgetary support for the 
Central plan is being enhanced from Rs. 33,629 crore 
in the revised estimates 1997·98 to Rs. 42,464 crore. 
The balance will be met by the internal and extra· 
budgetary resources of the Central Public Sector 
Enterprises. Gross budgetary support for the Central 
plan includes provision of Rs, 5,741 crore for extemally 
aided projects. 

The plan allocations reflect our dominant priorities. 
The plan a"ocatlon for the Ministry of Agriculture has 

been Increased by 58 per cent from Rs. 1807 crore to 
Rs. 2,854 crore. 

For 1998·99, the plan allocation for Ministry of Rural 
AreBS and Employment Is Rs. 9,912 crore, an increase 
of Rs. 1,556 crore over RE 1997·98. 

The plan allocation for Ministry of Health and Family 
Welfare Is Rs. 3,884 crore, an Increase of 34% over RE 
1997·98. 

The plan a"ocatlon for the Department of Education 
has been increased substantially from Rs. 3,351 crore 
to Rs. 4,245 crore. 

The plan allocation for Ministry of Welfare is being 
increased by 91 per cent from Rs. 804 crore to Rs. 
1,539 crore. It includes Rs. 92 crore for National 
Backward Classes Finance and Development 
Corporation, Rs. 41 crore for National Minorities 
Development and Finance Corporation, Rs. 00 crore for 
share capital contribution to State Scheduled Castes 
Development Corporation, Rs. 28 crore for National 
Handicapped Finance and Development Corporation 
and Rs. 10 crore for National Safai Karamacharl 
Finance and Development Corporation. 

In order to sustain our quest for excellence in 
frontier areas of scientific research, the plan allocation 
for Department of Atomic Energy is being enhanced by 
68 per cent from Rs. 828 crore to Rs. 1,391 crore and 
the plan allocation for Department of Space is being 
raised by 62 per cent from Rs. 850 crore to Rs. 1,381 
crore. 

For tapping the potential of non-conventional energy 
sources, the plan allocation for the Ministry of Non· 
Conventional Energy Is being more than doubled from 
Rs. 190 crore to Rs. 404 crore. 

The plan allocation for the Ministry of Environment 
and Forests is being increased by 60 per cent from 
Rs. 440 crore to Rs. 704 crore. 

The budgetary support for the Ministry of Civil 
Aviation and Tourism is being more than tripled from 
Rs. 122 crore to Rs. 379 crore. 

The plan allocation for the Department of Women 
& Child Development is being stepped up from 
Rs. 1,026 crore to Rs. 1,226 crore. 

Central Aaalatance for Stat.a and UT'. Plan 

I am providing Rs. 29,538 crore as Central plan 
assistance to States and Union Territories in budget 
estimates 1998·99 compared to Rs. 27,001 crore in the 
revlSlld estimates 1997·98. The normal Central 
Assistance for State plan Is proposed to be enhanced 
from Rs. 12,888 crore to Rs. 15,037 crore. The Special 
Central Assistance for Tribal Sub·Plan is proposed to 
be enhanced from Rs. 330 crore to Rs. 380 crore. The 
Additional Central Assistance for externally aided 
projects 18 being placed at Rs. 5,000 crore. Assistance 
for Basic Minimum Services and Slum Development 
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sch.m.s is proposed to be enhanced from As. 2,873 
crore to As. 3,760 crore. 

Newechemee 
A new experimental crop Insurance scheme Is 

being launched In 24 selected districts to cover non· 
loanee farmers with a provision of As. 100 crore. 

A new scheme of Technology Mission on cotton Is 
being launched with a provision of As. 60 crore. 

A new scheme for rehabilitation of trlbals displaced 
from National Parks and project areas is being launched 
with a provision 01 As. 25 crore. 

Non Plan Expenditure 
Total non-plan expenditure In 1998-99 Is estimated 

to be As. 1,96,105 crore compared to As. 1,74,615 
crore In r.vlsed .stlmates 1997-98. 

The provision for Interest payments has Increased 
from As. 65,700 crore in AE 1997-98 to As. 75,000 
crore. 

The provision for Defence expenditure has been 
increased substantially Mulayam Singh Ji from Rs. 
36,099 crore In AE 1997·98 to Rs. 41,200 crore. You 
one mentioning Rs. 40,000 crore, but it Is Rs. 41,200 
crore. I will consider further Increase In the budgetary 
support during the course of the year, If necessary. 
there can be no compromise in our defence 
preparedness. 

An amount of As. 9,000 crore Is being earmarked 
for Food subsidy In 1998-99 representing an Increase 
of As. 1,500 crore over RE 1997·98. The provision for 
sugar subsidy has been retained at Rs. 400 crore. An 
Increase in food lubsidy has become necessary due to 
recent revision of minimum support price for wheat 
procurement and also to clear arrears pertaining to 
previous years. 

Pursuant to the change in the seiling price of urea, 
the provision for subsidy on Indigenous nitrogenous 
fertilisers is being reduced from Rs. 6,600 crore in RE 
1997-98 to As. 6,000 crore. The subsidy on decontrolled 
phosphatic and potassiC fertilisers is being Increased 
from Rs. 2,600 crore In AE 1997·98 to RI. 3,000 crore. 

Grants to Statel Is being enhanced in 1998.99 
from Rs. 4,114 crore In AE 1997·98 to As. 6,314 crore 
reprelenting an increale of Rs. 2,200 crore. Of this, the 
Increase of As. 950 crore is due to assistance to the 
States for Improvement in the pay & allowancea of the 
university and college teachers. The balance of the 
incr.ase Is mainly due to grants under Tenth Finance 
Commission's award. 

The provision for pension Is being Increaled by Rs. 
459 crore over AE 1997-98 to As. 7,342 crore. This 
provision takes Into account the effect of Government's 

decision to raise the age of superannuation from 58 
years to 60 years. This will also have an Impact on the 
Small Savings Collectiona. The provlalon for loans to 
States and Union Territorlel against net small savings 
collections is baing kept at Rs. 14,200 crore against the 
provision of Rs. 15,732 crore In AE 1997·98. 

A provision of Rs. 1,482 crore has been made for 
nonplan loans to public sector enterprises mainly for 
payment of salaries and wages to the employees of 
sick and convalescent PSUs. 

Revenue Receipt. 
I shall now tum to the revenue receipt •. 

Hon'ble Members are aware that on the basis of a 
consensus reached in the Third Meeting of the Inter· 
State Council held on July 17,1997, the then government 
had approved in principle to accept the 
recommendations of the Tenth Finance Commlasion 
regarding the alternative scheme of sharing of Centre'l 
tax revenues with the States. I am happy to annoul'lce 
that we have ratified this decision. Accordingly, I propose 
to Ihortly Introduce a Constitution Amendment Bill to 
give affect to this alternative scheme subject only to 
ona modification. The modification Is that the percentage 
shara of States' share In the gross proceeds of C.ntral 
taxes may be reviewed by succ.llive Finance 
Commissions instead of freezing it for flfte.n y.ars as 
suggeated by the Tenth Finance Commlsllon. Thla Is 
being done In the Intarast of tha States 

Gross tax revenuel at the existing rat.s of taxation 
are estimated at Rs. 1,48,506 crore. As Hon'ble 
Members are aware, we had made a provision of AI. 
7,594 crore In the RE 1997·98 for Stat.l· Ihare In the 
proceeds of the Voluntary Dlacloaure of Incom. Schem., 
1997 aa the collections were estimated to b. AI. 10,050 
crore by March 31, 1998. How.ver, the actual collection 
IS reported to be about As. 1,000 crore I .... Aft.r m.klng 
adjustment for the excau ahare p.1d to the Stat.. I.m 
providing Rs. 39,074 crore al the .h.r. of. taxu to the 
Statas. Thua, the C.ntr.'. n.t tax ravenu. will be A •. 
1,09,432 crore over AE 1997-98 of Ra. 99,158 crore 
Non-tax revenues are .Itlmated to Incr •••• from Aa. 
39,358 In RE 1997·98 to As. 45,137 elOra this' y .. r. I 
have tak.n credit for AI. 2,800 erore •• IIe.n •• f .. 
from the op.rators of c.llular and b •• 1c tal.com .ervlc •• 
and AI. 4,200 crore .1 n.t • .,rplua proflta of the Au.rv. 
Bank of India. 

The net revenue rec.lpts for the Centr., Including 
nontax receipt., .r. .xpect.d to Incr.... trom AI. 
1,38,514 crore In AE 1991-98 to A •. 1 54 589 cror. In 
1998-99. ' , 

In the area of c.pital rec.lpts, mark.t borrowing. 
~a pl.c.d at R •. 55,931 cror •. Net .xtem.1 a •• latanc. 

e.tlmated to be As. 2,337 cror •. I .m also taking 
f cred~ for rec.lpts trom dlslnvutment of ~ulty In public 

.ector enterprise. of A •. 5,000 cror •. 
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I shall come to the fiscal deficit In Part B of my 
speech. 

18.00 hr •• 

Part B 

Sir, I now turn to my tax proposals. 

There has been much talk of a tough budget. I am 
sorry to be disappointing the.e prophets of doom. The 
temptation to raise taxed In the given situation was 
Indeed great. But I recognise that direct tax policy must 
Import stability and confidence both to Individuals and 
corporates. Therefore, any uncertainty In this regard 
must be ended. Tax rates Introduced last year are 
moderate enough. Mr. Chldenmbaram I do not propose 
to Introduce any change. In the rate .tructure either for 
Individual or corporate taxes. I do hope that long-term 
stability In tax structure would create virtuQUS circles of 
increased productivity, voluntary compliance and 
enhance our tax widening efforts. In fact, I am going to 
announce a couple of concessions. Considering the 
difficulties experienced by the tax payers at the marginal 
level, the level for tax exemption Is being raised from 
the existing limit of As. 40,000 to As. 50,000. 

Salary earners having Income upto As. 1 lakh will 
be further pleased to know that I propose to raise the 
ceiling of standard deduction In their case from 
As. 20,000 to As. 25,000. Their pleasure, I hope, will be 
happily shared by those salary earners whose Income 
Is more than As. 5 lakhs. They will henceforth not be 
entitled to this deduction. For salary earners having 
Income between As. 1 lakh and As. 5 lakhs, no change 
Is proposed In the existing position. It will remain at As. 
20.000. I also propose to enhance the ceiling of tax-
free reimbursement of medical expenses from 
As. 10,000 to As. 15,000. 

In a country of our size, It Is a matter of great 
anxiety that the total number of assesses constitutes 
less than 1.25% of our population. The scope for tax 
widening remains the single most formidable challenge 
In the area of direct taxes. It Is well accepted tenet of 
taxation policy that moderate rates of taxes only make 
sense If the net Is wide and the scope of evasion 
progressively minimised. Towards this obJective, I 
propose to take some Important Initiatives. Last year, a 
scheme was Introduced to cover 12 Important cities 
where If you fulfil two of the four criteria, namely, 
possession of a house, sub.crlptlon to a telephone, 
spending on foreign travel and po.sesslon of a motor 
vehicle, you would be obliged to rue an Income-tax 
return. This scheme had eaveral lacunae unfortunately, 
which I propose to remove. In the first Instance, the 
scheme Is being extended now to cover 23 more cltl .. 
In India taking the total coverage to 35 cities. The net 
It.elf Is being enlarged to Include two additional criteria, 
namely, holding a credit card and membership of 
expen.lve clubs, taking the total parametera to six. 

Finally, the matching of two out of four parameters apart 
from being an administratively onerous task provided 
a.n escape route to many potential assessees. I believe 
that If anyone fulfils anyone of the six criteria, It would 
be reasonable to ask the Individual to file his Income-
tax return. It could thereafter be determined whether he 
Is liable for payment of taxes or not. This revised ·One-
by-SiX·, as the scheme would now be known, Is a 
significant Initiative In our tax widening efforts and It Is 
my Intention to raise the total number of Individual filing 
their Income-tax returns by at least 50 percent during a 
full f\scal year. 

Coupled with tax widening, tax evasion continues 
to be a serious handicap. While efforts at enforcement 
would be strengthened, I propose to undertake a new 
Initiative In making It obligatory for assessees to quota 
their PAN or GIR number mandatory In respect of certain 
high value transactions. Mr. Speaker, Sir, These 
transactions would be :-

• Purchase & Sale of Immovable property to a 
value to be defined. 

• Purchase & Sale of motor vehicles 
• Transaction In shares exceeding Rs. 50,000 
• Opening of new bank accounts 
• Fixed deposits of more than Rs. 50,000 
• Applications for allotment of a telephone 

connection 
• Payment to hotels exceeding Rs. 25.000/-

With Increased usage of computerlsatlon, this data 
will be fully utilised for Increasing the tax-base and for 
preventing the leakage of revenue. 

We must recognise that the cumbersome nature of 
our Income tax forms coupled with complex procedures 
Is a serious deterrent to an honest Individual In 
becoming an asse~see. I, therefora, propose to 
Introduce, for the first time, a simple one page taxpayer-
friendly return form to be hereinafter called, 'SARAL', 
applicable to all non-corporate taxpayers. SARAL can 
be filled up .. slly without the aid of Chartered 
Accountants or Tax Advlsora. The 'SARAL', I hope, would 
become popular enough, through voluntary compliance 
and the assistance of NGOs, which I propose to muster, 
along with mobile vans for Important cities, so that the 
form. are widely dlatrlbuted and collected easily on the 
spot. This will, apart from contributing to our tax widening 
effort, also make an Important psychological difference 
In the mlndset of potential tax asseasees. 

Litigation has been the bane of both direct and 
Indirect taxes. A lot of energy of the Revenue Department 
Is being frittered In pursuing large number of litigations 
pending at different levels for long periods of time. 
Considerable revenue also gets locked up In such 
dlapute •. Oeclogglng the system will not only Incenllvlae 
honest taxpayera, enable government to realise Its 
reasonable dues much earlier but coupled with 
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administrative measures, would also make the system 
more user-friendly. I, therefore, propose to Introduce a 
new scheme caned "SAMADHAN". The scheme would 
apply to both direct taxes and Indirect taxes and offer 
waiver of Interest, penalty and Immunity from prosecution 
on payment of arrears of direct tax at the current rates. 
In respect of Indirect tax, where In recent years the 
adjustment of rates has been very sharp, an abatement 
of 50 per of the duty would be available alongwlth 

• waiver of Interest, penalty and Immunity from 
prosecution. 

Legal measures are also being proposed to limit 
and expedite litigation. These Include enhanced scale 
ot tees tor ""ng appeals betore the Appellate 
Commissioner and the Income tax Appellate Tribunal, 
Appellate Commissioner and the -Income Tax Appellate 
Tribunal, Abolition ot the level ot Depute Commissioner 
(Appeals), provlalon of direct appeals to High Courts to 
reduce delay, and also extension of the scope of the 
Authority for Advance Ruling to notified categories of 
resident tax payers. 

Moderate rates and large concessions do not go 
hand In hand. I have, therefore, carried out a review of 
the various concessions and exemptions under the 
Income-tax Act. I find that many of them are no longer 
necessary and some of them are also being used for 
tax evoidance. I, therefore, propose to withdraw many 
of these prOVisions. These include exemption to the 
Export Import Bank of India and exemption in respect 
of certain perquisites of foreigners employed in india. 
The blanket exemption in respect of educational and 
medicai institutions which is being misused, is proposed 
to be withdrawn, compelling such institutions to come 
under a discipline. However, safeguards are being 
provided to ensure that the institutions genuinely serving 
the social cause in either field do not lose the existing 
benefits. 

I alae proposes to plug certain loopholes. Ruie 5(a) 
of the First Schedule to the Income-tax Act relating to 
computation of profit of insurance business other than 
iife insurance business is being amended to prevent 
ieakage of revenue. Similarly, section 10(23G) of that 
Act is being recast to serve the objective of infrastructure 
financing without misuse of the concession. Under the 
existing provisions, there Is no mechanism to ensure 
that the tax free funds raised by an Infrastructure 
enterprise are actually used for Infrastructure 
development within a reasonable time and are not used 
for any other purpose. I propose to provide such a 
mechanism. 

Gift-tax has been levied In India since 1958. The 
revenue yield from this tax has been InSignificant. Last 
year we collected barely Rs. 9 crore. The Gift-tax Act 
has also not been successful as an Instrument to curb 
tax evasion and avoidance. I therefore, propose to 

discontinue the levy of gift- tax on gifts made aner 30th 
September, 1998. At the same time, to ensure that there 
are no leakages of Income-tax revenue through the 
mechanism of gifts, I propose to tax the gifts under the 
Income-tax Act Itself In the hands of the recipients. 
However, the gifts from nonresident. Including NRls 
through banking channels will continue to enloy 
exemption as at present. 

I have already said that housing '- an area which 
requires our utmost Ittentlon. Therefore, I propOII 
several Incentives to encourage house-bulldlng activity . 
These Include :. 

• Tax holiday for approved housing proJect.-
100 per cent deduction from profit. for first 
tive years and 30 per cent deduction 'or 
subsequent live years. 

• Increased deductions against Income trom 
house property-deduction for repairs and 
collection charges Increaaed from 115th to 
1/4th and deduction for interest on borrowed 
capital In case of self-occupied property 
Increased from Rs. 15,000 to Rs. 30,000. 

• Carry-forward of losses from house property 
against tuture income under the same head 
to be allowed for 8 years. 

• Deduction equal to 50 per cent of the proflta 
to companies engaged In housing projects 
aided by the World Bank. 

• Section 80GG In respect of deduction for 
rents paid is being reintroduced. 

• Exemptions to certain specified properties 
like commercial complexes under the Wealth-
tax Act. 

Other areas In the social sector for which new tlX 
Incentives are proposed or the existing ones are being 
Increased Include employment generation, Improvement 
of enVironment, upllftment of women, road safety, 
cooperatives and medical expenses for the 
handicapped. 

I propose to allow a new deduction to companies 
with a view to encourage them to employ additional 
work force. An amount equal to 30 per cent of additional 
wages paid to the new workmen will be allowed aa a 
deduction against proflta, subject to certain conditions. 

For Improvement of enVironment, I propo.e to allow 
100 percent deduction, subject to a ceiling of R •. 5 
lakhs, to undertaking. engaged In the collection or 
proce.slng of biodegradable waste, I also propoae to 
make activities which encourage the production of 
bacteria Induced fertill.ers· eUgible for 100 per cent 
deduction under section 35AC of the Income-tax Act. 
Nece .. ary amendment in the rule. will be notified for 
this purpo.e. Slmillr benefit .. propo.ed to be extended 
to the activities of e.tabU.hing and running of 
educational in.tltutlon., hoaplta" and medIcal faelJltle. , 
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In rural areas exclusively for women and children and 
also creches and schools tor the children ot workers 
employed In lactorles or at proJect site •. I also propo.e 
similar amendment of rule. to make actlvltle. which 
promote road safety and traffic awarene.. to prevent 
accidents eligible for 100 per cent deduction under 
section 35AC. 

The promotion of sports and !James In the country 
needs to be encouraged. I propose .Ulng up of National 
Sports Fund and further propose 'that donations made 
to the Fund will be eligible for 100 per cent deduction. 

I propose to extend 100% tax holiday granted to 
Industrial undertakings located In any Industrially 
backward State of district till the year 2000. I also 
propose similar extension of tax holiday to power sector 
upto the year 2003 and aiso 10 new refineries set up 
after 1st October, 1998. I also propose to extend 
infrastructure status to iniand waterways and inland 
ports. 

I further propose tax holiday benellts to radio paging 
services and services provided by .ateliite owners for 
telecommunication. 

I also propose several measures in response to 
demands from business and Industry. Certain categories 
of business reorganisation are proposed to be freed 
from any additional tax liability or loss of tax benellts 
keeping In view the necessity of such reorganisation 
consequent on economic liberallsatlon. No capital gain 
would be charged and the benefit of carry-forward of 
losses and unabsorbed depreciation would be allowed 
in case of specified reorganisations. Intangible assets 
are proposed to be allowed depreciation at the rate of 
25 per cent. Provisions for amortisation of preliminary 
expenses are proposed to be IIberalised. The period 01 
amortisation Is proposed to be reduced Irom 10 years 
to 5 years and the rate of deduction will consequently 
be doubled. Stock lending Is proposed to be exempted 
from capital gains. 

Delay In refund 01 excess tax collected tantamounts 
to denial of Justice. It Is source of constant harassment, 
particularly of small tax payers. I Intend to mitigate this 
difficulty by effecting an amendment In section 192 of 
the Income-tax Act which will enable adjustment 01 loss 
from house property against salary Income, at the source 
Itself. This, I believe, will eliminate a large number of 
refund claims. 

In response to demands Irom tax payers, I propose 
to take further measures. Under the existing provisions 
of section 44AA of the Income-tax Act, every person 
carrying on business or profession Is required to 
maintain account books, If his Income from business 
exceeds Rs. 40,000 or his total turnover exceeds Rs. 5 
lakhs. Considering the Increased cost of engaging 
accountants, I propose to enhance these limits to Rs. 
1,20,000 and Rs. 16 lakhs respectively. I further propose 

that the penalty leviable at the minimum rate of Rs. 100 
per day for failure to lurnlsh certificates 01 tax deduction 
or collection at source under section 203 or to deliver 
copies of declarations under section 197 A, shall not 
exceed the amount of tax deductible or collectible, as 
the case may be. Presently, there Is no such ceiling on 
the quantum 01 penalty leviable which causes hardship, 
particularly to small bUsinessmen. 

Certain demands of the 111m industry have also 
engaged my attention and I propose to give relief to 
them. The government has already announced that 111m 
Industry will be treated as an Industry. Under the existing 
rules, II a film Is released on commercial basis at least 
180 days before the end 01 the previous year, full 
amortisation of the cost Incurred on production or 
acquisition of distribution rights of the film Is allowed In 
the year of release Itself whereas It the film is releaseo 
later, full amortisation Is not allowed in that year. 
ConSidering that nowadays film producers and 
distributors release a large number 01 prints 
simultaneously to counter the threat of vldeo-plrary, and 
cable television, resulting in shorter IIle span for 
exploitation 01 IlIms, I propose to reduce the aforesaid 
period 01 180 days to 90 days. This will enable the film 
industry to quickly recoup the cost 01 111m production 
and distribution. I also propose that producers of films, 
who are required to furnish information in respect 01 all 
payments over Rs. 5,000 to the Income-tax Department 
in any financial year would have to do so now only in 
respect of payments of Rs. 25,000. I hope these 
measures would inspire the film industry to make better 
and healthier films. 

A controversy has arisen recently regarding the 
deductibility of payments by way of extortion money. To 
set thlt controversy at rest, I propose to explicitly provide 
retrospectively since the inception of Income-tax Act, 
1961 that any money paid by way of extortion will not, 
I repeats, will not qualify for deduction as a business 
expense. As further rationalisation measure, I propose 
to make certain amendments with regard to block 
assesament procedure and treatment of MODVAT credit 
In the valuation of Inventories and capital assets. 

The limit of room rent In hotels for the purpose of 
attracting expenditure tax is proposed to be Increased 
from Rs. 1200 to Rs. 2000 per day. 

Taxpayers all over the world have a sense of pride 
In discharging their legitimate dues to the government 
and the society recognises the Important contribution 
they are making In enabling the State to discharge Ita 
responsbilities. In this country, regrettably, the culture 
of pride by honest taxpayer and a social recognition of 
his Important role has yet to evolve. We must make a 
change In this mlndsel. Towards this obJective, I propose 
to Introduce a scheme called ·SAMMAN" to demonstratl 
the society's recognition of their Important contribution 
to the national cause. The details of the facilities and 
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recognition to be conferred on the taxpayers and PAN 
holders would be separately announced. 

I hope the above measures alongwlth SARAL, 
SAYMAN and SAMAOHAN will go a long way In making 
our eHorts to Increase the tax payers compliance a 
success. But while we are doing what we can, I call 
upon the people of India to do their patriotic duty by the 
country and honestly pay their taxes. 

Before I move on to Indirect tall, I would like to state 
that a large number of suggestions were received from 
all sections of tax payers and I have got them carefully 
examined. It Is not practicable to acknowledge all these 
communications Individually. I do so now collectively 
and am extremely thanldul to the tax payers for their 
valuable suggestions. 

Hon'ble Members would see from the budget 
documents that the figure projected by way of revenue 
realisation from direct taxes Is Rs. 48,855 crore which 
Is higher than the figure Indicated In the interim budget. 
This Is after taking into account the revenue loss of Rs. 
950 crore, ~orked out on a mechanical basis, arising 
out of certain propesals for reliefs and concessions 
placed before this House. We intend to make this loss 
up and collect the budgeted amount through improved 
collection of arrears, continuation of the tax base 
enlargement offers, rigorous enforcement and tightening 
measures reflected in the budget proposals. 

Mr. Speaker, Sir, our medium-term objective is to 
enhance the tax-GOP ratio. As far as customs duties 
are concerned the process of restructuring has resulted 
In a progressive reduction in tariffs, with a view to align 
these with Internationally accepted levels, and the 
broadcasting of rates. These measures have enhanced 
the competitiveness of Indian industry. 

On the excise side, until a few years ago the regime 
was characterised by a multipliCity of rates and 
punctuated with numerous ad hoc exemptions. As a 
result, the tax structure was opaque. it Is the objective 
of the present propolals to introduce greater 
transparency in the system through a significant 
rationalisation of rates. The ultimate objective of this 
process Is to move towards a Central Value-Added Tax 
(VAT) system which can then be merged with a 
generalised VAT. it Is our Intention to move in this broad 
direction. 

The domestic Industry has responded favourable to 
the restructuring of customs duties and has shown 
commendable resilience. They need to Improve their 
competltiv~ efficiency to meet the challenges of global 
competition. But they allo have legitimate concerns 
which cannot be Ignored. In this background, the path 
of transition has to be carefully calibrated to ensure that 
the adjustment process for the Indian Industry Is orderly 
without leading to serious disruption. 

I have received representations from a cross section 
of the industry about the regime of import duties. Many 
Hon. Members have also written to me expressing their 
concern at the general health of the domestic Industry. 
The demands are diverse and asymmetrical in most 
cases. This is for obvious reasons. While the users of 
imported raw materials and other Inputs or the 
consumers of finished imported goods would benefit 
from further reduction in import duties, the domestic 
producers have made a convincing case for urgent 
relief to the domestic industry. 

I have given my earnest consideration to thase 
concerns and the competing claims. I am persuaded 
about a clear disability that our commodity taxatit'" 
inflicts on the indigenous goods vis-a-vis the Imported 
goods. While the former are subjected to sales tax and 
other local taxes and levies, the import sector e5capes 
them by their very nature. In order to provide a level 
playing-field to the domestic industry, I propose to 
Impose an additional nonmodvatable levy of 8°/. on 
imports which is approximately equal to the burden of 
local taxes on domestic producers. This duty should not 
be viewed as a protectionist measure but only as a 
response to a legitimate demand lor a level playing 
field. The new levy wouid not apply to crude oil, 
newsprint, capital goods sector under a special tariff 
regime or goods which are subjected to additional 
duties of excise In lieu of sales tax, gold and sliver 
Imported by passengers or other nominated agencies 
and lile saving drugs that are Iree Irom customs duties. 
The levy would aiso not apply to goods which are 
currently exempt both Irom basic and additional duties 
of customs. Similarly, goods imported lor subsequent 
trading have also been left out 01 its purview, since they 
bear the burden of Sales tax at the time of first sale. The 
new levy will also not apply to inputs imported under 
export-promotion schemes. In addition, there may be 
other sectors eligible lor exemptions. These would be 
examined anti If considered appropriate notified 
separately. 

The gradual reduction 01 import duties in the past 
few years has resulted in certain distortions and 
anomalies. My proposals seek to correct them as far as 
found feasible without causing abrupt disruption In the 
duty structure. 

The steei industry haa shown conllderable 
resilience in the past to withstand gradual reduction In 
customs duties. Last year, however, the steel Industry 
has not shown any appreciable growth. I propole to 
Incre .. e the customs duty on cold rolled calls of Iron 
and steel from 25% to 300;.. I also propose to reduce 
the duty on stainless steel melting scrap from 10 • .4 to 
~o;. and on refractory ceramic goods from 40% to 30%. 

am confident that the .. changes alongwith the 
imposition of the special additional duty that I have 
proposed on the Importl in general would provide 

radequate relief to the ateel industry. 
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The duty on wrought copper Is being raised from 
30% to 35%. 

I do not Intend to make any other changes In the 
duty structure applicable to ferrous and nonferrous 
metals. 

Textile Intermediates like DMT, PTA, MEG attract 
customs duty at 25%. However, caprolactum which Is 
the raw material for making nylon yarn Is subjected to 
a higher duty of 30%. I am reducing the duty on 
caprolactum also to the level of 25% so that all the 
major textile Intermediates attract the same rate of duty. 
The Import duty on paraxylene,' an Important Input for 
synthetic fibres and yarn, Is being reduced from a total 
of 15% to 5%. 

The decentrallaed sector of the textile Industry 
generates avenues for employment. It deserves to be 
encouraged by reducing cost. I propose to reduce 
customs duty on apparel grade raw wool from a total of 
25% to 20%. The duty on wool waste and guaranteed 
stock of wool Is also being reduced by the same extent. 
I also propose to reduce the duty on acetate and 
cuprammonlun filament yam from 30% to 20%. In the 
same vein, machinery required for viscose filament yarn 
and woollen Industry Is being accorded the 
concesslonal duty of 10%. 

The Import of paper and paper board has shown 
phenomenal growth In terms of quantity. In order to 
Improve the competitiveness of the domestic producers, 
I propose to Increase the customs duty on paper and 
paper board from 20% to 30%. 

Mr. Speaker, Sir, my government values the right to 
Information. With a view to further strengthen this right, 
I propose to reduce customs duty on a standard 
newsprint from 10% to 5%. I also propose to rationalise 
the duty structure by subjecting glazed newsprint to the 
same rate of duty. Furthermore, I also intend to exempt 
newsprint from the applicability of 8% across the board 
special additional duty. 

I also propose to reduce the duty on light weight 
coated paper weighing upto 51 grams per square metre 
for printing of magazines to a total of 5%. 

The customs duty on photographic chemicals is 
being raised from 25% to 30%. Similarly, the duty on 
citric acid Is being Increased from 30% to 40%. 

I propose to reduce the customs duty on jumbo 
rolls of cinematographic film from 25% to 10%. 

Motor vehicle parts are generally subjected to 
customs duty at 40°.4. However, I.C. engines and parts 
thereof for motor vehicles attract a lower rate of duty of 
20%. I propose to raise the customs duty thereon to 
30%. 

I propose to reduce the duty on Industrial diamonds 
from 30% to 20%. This would help the diamond cutting 
'tool industry. 

As a measure of rationalisation, I propose to reduce 
the duty on rayon·grade wood pulp from 10% to 5%. 

Thalassaemia is a Ilfe·threatening blood-dlsorder. 
There have been requests for exempting maltol, an 
input used in the manufacture of drugs for the treatment 
of this disorder. I propose to fully exempt maltol from 
customs duty. Hydroxy ethyl starch and dextrin are used 
in the manufacture of artificial plasma which is free from. 
Import duty. I propose to reduce the burden of duty on 
artificial plasma by reducing the duty on hydroxy ethyl 
starch and dextrans from 30% to 5%. I also propose to 
exempt Lamlvudlne, which Is used for the treatment of 
AIDS, from customs duty. 

Leather Industry contributes significantly to our 
export effort. In order to encourage Its export, I propose 
to reduce the duty on specified machinery for leather 
industry from 20% to 5%. This would also be the rate 
applicable to leather splitting machinery. I also propose 
to reduce the duty on saddle trees from 30% to 10%. 

Sir, the House is aware that India has joined the 
Information Technology Agreement. We are committed 
to abolish the Import duty on products of Information 
technology. This is not because we are bound by the 
ITA but because we are convinced that spread of 
Information technology and freer exchange of 
information is the key to success and human welfare. 
I propose to reduce the duty on floppy disk drives, hard 
disk drives and CD·ROM derives from a total of 12% to 
5%. The duty on ICs of value exceeding one thousand 
rupees per piece is also being reduced to 5%. I also 
propose to reduce the duty on computer parts excluding 
PPCB from a total of 15% to 12%. The duty on PPCB 
is being reduced from a total of 25% to 22%. I also 
propose to reduce the duty on cathode ray tubes for 
colour monitors for computers from a total of 15% to 5% 
and on deflection components for colour monitors for 
computers from a total of 25% to 5%. My proposals also 
Include reduction in duty on telecom software from 40% 
to 30%. Such software henceforth will not be subject to 
any additional duty of customs. 

In order to encourage the domestic telecom 
equipment sector, I propose to reduce the duty on parts 
of such equipment to 20%. 

As a measure of environmental protection, I propose 
to reduce the Import duty on sawn wood and certain 
other varieties of wood from 30% to 25%. I also propose 
to reduce the duty on blopestlcldes, which are eco-
friendly, from 30% to 5%. With the same objective, I 
have proposed reduction of duty on membrane 
electrolysers and parts from 25% to 10%. 

The duty on spodumene, which is an energy saving 
material, is being reduced from 25% to 10%. On silicon, 
which Is widely used In solar energy applications, I 
propose to reduce the duty to half of the existing 10%. 
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I propose to reduce the duty on -

• Solar c.11s and modules from 30% to 20% 

• Button cells from 20% to 10% 

• Watch movements from 25% to 20% 
• DC micro motors from 40% to 20% 

• CD mechanism from 40". to 30% 
Mr. Sp.aker Sir, good roads are a necessity for 

social and economic dev.lopm.nt. I am sure that those 
of us who are privileged to afford personalised v.hlcles 
can afford to contribute to the fast.r development of 
good roads in the country. I propos. to charge an 
additional tax at the rate of rupee one per litre on petrol 
with Immediate effect. This is expected to generate an 
amount of As. 790 crore In a year which will be used 
for the developm.nt of roads and .ntlrely go towards 
augmenting the corpus of the National Highways 
Authority of India. I propose to extend the concessions 
presently avallabl. to Import of .qulpment for 
construction of NatIonal Highways to oth.r road-
constructlon_ projecta also. 

The Importers of precious yellow m.tal can certainly 
afford to contribute a bit more to the national exchequer. 
I propose to Increase the Import duty on gold from 220 
rupees per ten grams to 250 rupees per ten grams. 

The duty free allowance for baggage Is Rs. 6000 al 
present. Many countries do not Impose any such 
restrictions. WhUe w. may not follow th.m th.r. Is need 
to incr.ase the pr.s.nt limit to r.duce d.lays in 
cl.aranc. of pass.ng.rs. I propos. to Increase the 
baggage allowanc. from Rs. 6000 to Rs. 12000 per 
passeng.r returning to India after a stay exceeding 
three days. I also propose to extend free allowance of 
As. 3000 to Indian r.sld.nts returning from Nepal, 
Bhutan, Myanmar or China by air, after a stay exceeding 
there days. 

Th.r. are a numb.r of Items on which It Is 
necesaary to reduce the customs duties marginally on 
account of GATT binding. I do not wish to take the time 
of the House In going Into the details. 

The government Is commmed to provide a tax code 
which Is consistent with dismantling of admlnlst.red 
pricing mechanism of petroleum products In a phased 
manner. By the year 2001, the Import duty on crud. has 
to be reduced from the current 1ev.1 of 27% to not more 
than 5%. The Import duty on down str.am products like 
furnace aU, LSHS, HSD 011, motor spirit and ATF has 
alao to be reduced to the level of 10% to 15%. In this 
proc.ss, w. will .n.ur. an eff.ctlv. protection not 
.xc.edlng 20% for downstr.am Industry by sultabl. 
differential and calibration of Import duty structur •. 

I have Initiated the proce •• of Implementing the 
decisions arising from the dismantling of admlnlatered 

pricing m.chanlsm. I propose to reduce the customs 
duty on crude from a total of 27% to 22%. This Is 
estlmat.d to result in a r.v.nue loss of Rs. 965 crore 
In a year. In order to recoup the loss, I propo.e to 
incr.as. the excise duty on motor spirit from 20% to 
35%. I also propose to Impose customs duty on kerosene 
Imported for parallel marketing at 32°4 Including a 
special duty of 2%. 

I now come to my proposals on central excls •. 

Mr. Speaker, Sir, the contribution of the small scale 
sector in the economy cannot b. ov.r .mphasis.d. It Is 
a critical fast track for g.nerating employm.nt thus 
promising support to thousands of families. The 
predecessor governments have been sympath.tlc to 
the small scale sector but I am afraid they have not 
done enough to encourage them so as to exploit their 
full potential. The fiscal Incentives provided to the small 
scale sector have been rather meagre for a number of 
years. 

I have tak.n certain Important steps in this dlr.ctlon. 
I propose to rals. the exemption limit for excise purpoaa 
from the pres.nt As. 30 lakhs to Rs. 50 lakhs, an 
Increase of about 65%. The clearanc.s betwe.n Rs. 50 
lakhs to Rs. 100 lakhs shall be charg.d at a flat nominal 
rate of 5°/ •. These proposals would re.ult in a revenue 
loss of Rs. 300 crore In a year. This Is a small price 10 
pay to restore to h.alth this vital sector of our .conomy. 

Ov.r Ihe y.ars the scheme of Modval credit has 
been con.lderably IIb.ralls.d. How.v.r, the amount of 
Modval credit avall.d has grown un.xpectedly fasl In 
recent years, sugg.stlng misuse of Ih. Modval cr.dlt 
scheme In the absence of a compreh.nslve computer 
net work lor cross checking modvatable Invoices from 
a far flung range •. Until such a computer n.twork 
becomes functional, and as a transitional measures, I 
propose to r.strlct the availability of Modvat credit by 
5% to the duty paid In the case of Inputs used In the 
manufactur. of excisable goods. Howev.r, no restriction 
Is placed on the Modval credit In respect of capital 
goods. 

My proposals regarding other change. In axcl.e 
duty are guided by the ov.rall need to rationalised the 
rale-structur. so as to r.duc. the multiplicity of rat.s 
and .nsure conv.rgence towards a m.an rat. of 18% 
ad valor.m. An Id.al tax structur. would b. on. wher., 
barring the m.an rate, th.r. Is on. low.r rat. for It.m. 
d ••• rvlng conc •• slon .nd a hlgh.r rat. for what may 
b. d.scrlb.d a. demerit goods. Thl. would mlnlml.e 
Ihe oscillation. In rate. and call for compre •• lon of 
Intermedlat. rat.s. 

Aa a flrat step towards. convergence to the me.n 
rate, I propo .. to Impose excls. duty of 8% on Certain 
commodltl.s. The.. Include : 

• Packaged te. 

• Branded butt.r, ch.... and ghe. 
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• Sewing machines, other than hand operated 

• Branded spices 

• Branded edible preparations when produced 
In factories 

• Preparations of meat and fish aold under a 
brand name 

• Skimmed milk powder other than for Infant 
feeding 

• Tractors not exceeding 1800 cc 

• Spectacle lenses and frlmes 

• Slide fasteners 

I also propose to charge excise duty on exempted 
articles of plastics at a flat rate of 5% on clearances In 
excess of Rs. 1 crore In a financial year. 

In the same spirit, I propose to Increase the excise 
duty on medical Instruments and appliances as also on 
pollution control equipment from 5% to 8%. 

A good number of commodities are subject to excise 
duty at 8%. Some of them can bear a higher duty. I, 
therefore propose to increase the excise duty on these 
commodities to 13%. 

As a result, malt, certain types of cartons, medical 
furniture, sun glasses and unrecorded video cassettes 
will henceforth be subjected to duty at 13%. 

As a measure of rationalisation, I propose to 
increase the duty on arms and ammunition from 18% to 
25%. I, however, assure the House that arms and 
ammunition for the military services will continue to be 
exempt from excise duty. 

I propose to raise the duty on multi-utility vehicles 
from 25% to 30% and on solid or cushion tyres also 
from 25% to 30%. 

I also propose to raise the duty on marble tiles from 
Rs. 30 to Rs. 40 per square metre. 

on : 
My proposals also Include reduction of excise duty 

• Eftluent treatment plants from 13% to 8% 

• Diesel engine sets upto 10 HP from 13% to 
8% 

• Surgical and m.dlcal examination glov.s 
from 18% to 8% 

• Potassium lodat. from 18% to 8% 
• Electronic calculators from 18% to 8% 

• Pag.rs from 18% to 13°,4 

• Cellophon. from 25% to 18% 

• PVC compound from 25% to 18%. 

I propose to .x.mpt 100% wood-free partlcl. boards 
and flbr. boards mad. from agro-b ... d r.sldu.s from 
excise duty. H.nc.forth, cem.nt bond.d partlcl. board, 

jute particle board, ric. husk board, glaas flbr. r.lnforced 
gypsum board, slaal flbr. board and bag .... board will 
also b. fr •• from .xclse duty. I also propos. to ex.mpt 
blocks and bricks containing mar. than 25% fly ash, 
r.ady mixed concr.t., jute blankets and Jute f.1t from 
.xcls. duty. H.nceforth, pultruded jute artlcl.s shall 
also be free from excise duty. I hop. this will please, my 
friends from W.st Bengal and Bihar. 

I propos. to .x.mpt r.corded audio cassett.s from 
excise duty. I alao propose to .xempt recorded video 
caas.tt.s Int.nded for tel.vislon broadcasting from 
.xcls. duty. Th. .x.mptlon for comput.r software will 
now b. broad-banded to cover all software. 

The dom.stlc nylon Industry Is stagnating for various 
reasons. I propose to r.duc. the duty on nylon filament 
yarn from 30% to 25%. 

Flnsnce Ministers are otten criticised by the tax 
payers for th.lr compulsive habit to Increas. the burden 
of taxes. However, such complaint cannot b. justified 
by compulsive smokers. I propose to Increase the exclae 
duty on cigarettes by varying degrees ranging from 6% 
to 11% of the specific rates. 

I have no Int.ntlon of being harsh on smoke,. all 
the way. Accordingly, I propose to reduce excls. duty 
on matches manufactured In the cottage sector by half 
from Rs. 0.50 to Rs. 025 per hundred boxes. A smaller 
reduction Is also being made In respect of matches 
manufactur.d by oth.r sectors. 

High rates of duties are known to Induce .vaslon 
and avoidance. I propose to reduce the excise duty on 
alcohol-based toilet preparations from 100% to 50%. I 
.xp.ct that this will Improv. compliance and States will 
get more rev.nue. 

·Th. Maximum Retail Pric. (MRP) baaed .xclse levy 
Introduced last year In respect of certain products has 
been welcomed by the Industry. This scheme provld.s 
for simplification and certainty In taxation. I propose to 
.xtend this schem. to a f.w more commodities, such as 
chocolates, malted food preparations, glazed tiles, razor 
blades, radio seta, dom.stlc electrical appliances and 
pan masala. 

In the last budg.t, a number of services w.re added 
In the tax n.t. Thes. Included the s.rvlc. r.nd.red on 
transportation of goods by road. The House Is aware 
that It I.d to wid. spread reslstanc. and protests. As a 
result, this service tax was virtually kept In abeyance 
and rightly so. I have decided to abolish the s.rvlce tax 
on transportation of goods by road. I have also decld.d 
to abolish the servlc. tax payabl. by outdoor cat.r.rs 
and pandal contractors. How.v.r, I have propos.d 
s.rvlc. tax on sam. n_ s.rvlces. These are s.rvices 
provided by : 

• Architects 
• Int.rIor decorators 
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o Management consultants. 

o Chartered Accountants. 
o Cost Accountants. 
o Company Secretaries 

o Private security services 
o Real estate agents and real estate 

consultants 
o Market research agencies 

o Credit Rating Agencies 
o Underwriting agencies 
o Slaughter houses using mechanised means 

for large animals. 
We wHI examine how In respect of certain segments 

liable to Service Tax, the manner and mode of psyment 
could be further simplified to Improve compliance. These 
new service taxes will yield Rs. 220 crore In a full year. 

My proposals relating to customs duties are 
estimated to result In a net gain of Rs. 3,304 crore in 
one year. I". case of excise duties, my proposals are 
estimated to result In a gain of As. 5,009 crore. . 

Mr. Speaker, Sir, there can be no two opinions that 
we must Increase the lavel of voluntary compliance and 
our tax procedures should be simple, transparent and 
hassle free. Our tax laws are yet to achieve this 
objective even though considerable efforts have been 
made In the past. 

Our laws are not In tune with the need of the times. 
It Is Imperative that they should be rebuilt on a 
comprehensive basis and modified to make them truly 
modem. I am conscious that It Is not an easy task. But 
It la not Impossible. I have decided to set up an Expert 
Group to recast the central excise law. It will be my 
Government's endeavour to bring a new excise law 
before Parliament In the next budget session. 

The government have also decided to set up a 
Settlement Commission for settlement of certain 
categories of disputes relating to customs and excise 
duties. The details of the scheme are contained In the 
Finance Bill. I also propose to aet up an authority for 
Advance Tax Rulings for Excise and Customs In view of 
the need for foreign Investors to be assured in advance 
of their likely Indirect tax liability. A bill to this effect will 
be Introduced In ParHament In due course. 

Mr. Speaker, Sir, with our courage, determination 
and conviction, we freed ourselves from the British Raj 
more than fifty years ago. This year the nation takes 
pride In celebratln. the 50th year of Independence. Our 
trade and Industry, however, Is stili not free from another 
Raj, namely, the Inspector Raj. We are committed to put 
an end to this In the shortest possible time. I am of the 
view that we owe It to our taxpayera to provide a 

J 

competent, efficient, sensitive and responsive tax 
administration. Indeed, It Is long overdue. 

There is a widespread feeling that the operation 
and Implementation of excise laws leads to harassment 
of the assessees. We are earnestly desirous of bringing 
about systemic changes to remedy the situation. Some 
of the more Important measures that are proposed, are: 

o Minimising the contact pOints between the 
offlclala and aasessees 

• Reducing areaa which require permission or 
approval 

• Providing respectability to ordera passed by 
Commissioner (Appeals) and the Tribunal 

• Simplifying the procedure for second appeal 
In Modvat cases 

• Restricting factory visits by the staff 

am conscious of the fact that there Is a strong 
resentment against the procedures and legal obligations 
relating to service tax. I have removed a number 01 
obnoxious and deterrent provisions In law. I also 
propose to abolish several of the redundant and Irrhatlng 
central excise rules very shortly. 

On the customs side, I have decided to strengthen 
the initiatives already taken in the form of Fast Track 
Clearance Systems and the SeH-Assessment System In 
Import clearance. Computerlsatlon In both Customs and 
Central Excise departments will be completed 
expeditiously so that Information can be obtained from 
the assessees and the Importers and exporters through 
electronic media thereby reducing contact between the 
assessees and the department. 

I am Introducing a new culture of tlme-bound action 
by officials of the Customs and Central Excise 
department. A Citizens' Charter Is being released shortly 
to lay down the citizen's rights and the obligations cast 
on the customs and excise offlclais. 

Copies of notHlcatlons giving affect to the above 
changes in customs snd .. xclse duties will be laid on 
the Table 01 the Houae In due course. 

Finally, I have something to say on behaH of my 
Hon'ble colieague, the Minister of Communlcatlona. 
Postal service is highly employment-Intensive and salary 
and allowances constitute a major part of the operating 
expenses of the postal department. A revllion of tariff 
for postal aervlces hu become unavoidable. However, 
In. the Interaat of the common man and the role of the 
print media In a democracy, there will be no change In 
the tariff for postcard and registered newspapers. 
However, the rate .of competition postcard Is biNng 
revised from As. 2.to As. 3, Inland letter from Re. 1 to 
Ra. 1.50, letter from Rs. 2 to Ra. 3 for every 20 gms. or 
~~~ thereof and parce. from RI. B to Rs. 10 for every 

gms. or part thereof. There are also certain other 
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change. which are explained In the Memorandum 
circulated alongwlth the budget documents, The changes 
world take effect from a date to be notHled atter the 
Finance Bill Is passed, The revisions proposed are 
estimated to yield an additional revenue of about Rs. 
270 crore In a full year and about Rs. 180 crore In 
1998-99. Even this modest Incre .. e, which I. necessary 
for sustaining postal department will only partially meet 
the cost of postal services leaving an uncovered postal 
deficit of about Rs. 895 crore. 

As a result of my tax proposals and the postal tarHf 
revision, total expenditure of the Central government 
for the year 1998-99 would be marginally reduced to 
Rs. 2,67,927 crore while the net revenue receipts and 
non-debt capital receipts would Increase to Rs. 1,76,902 
crore. The revenue deficit Is placed at Rs. 48,088 crore 
which Is 3% of GOP. The fiscal deficit Is placed at Rs. 
91,025 crore which is 5.6% of GOP. With the present 
slale of Ihe economy and In view of the need for 
expenditure stimulus to growth, I believe further 
compression is not warranted Ihls year. 

Sir, it Is my firm conviction that In the days 10 come 
India wiii sland tall on the world's stage because of our 
commltmenl 10 democracy and the pursuit of prosperity. 
I call upon han. Members 10 join us 10 strengthen 
freedom and opportunity, I call upon han Members to 
join us to build a better future for every man, woman 
and child. As we move together and with discipline, the 
future Is ours. In the words of Ramdhari Singh Olnkar 

Senanl Karo Prayan abhaya 
Bhavl Itlhas tumhara hai, 
Ve nakhat ama ktt buJhte haln 
sara akash tumhara hal. 
Rise 0' warrior march ahead undaunted 
You are the Creator of future history 

The stars of the dark night are fading 
The whole sky belongs to you. 

Mr. Speaker, Sir with these words, I commend the 
budget to this august House. 

11.57 hr •. 

FINANCE (NO.2) BILL, 1998* 

{English] 

THE MINISTER OF FINANCE (SHRI YASHWANT 
SINHA) : I beg to move for loave to Introduce a Bill to 
give effect to the financial proposals of the Central 
Govemment for the financial year 1998-99. 

MR. SPEAKER: The question Is : 

"That leave be granted to Introduce a Bill to 
give effect to the financial proposals of the 
Central Government for the financial year 
1998-99." 

The mot/on was adopted. 

SHRI YASHWANT SINHA: I Introduce'· the Bill. 

MR. SPEAKER: The Finance Bill has been 
Introduced. 

The House stands adjourned to reassemble at 
11.00 a.m. on Tuesday, the 2nd June, 1998. 

11.51 hr., 

The Lok Sabha then adjourned till Eleven of 
the Clock on Tuesday. June 2, 1998/ 

Jya/Stha 12, 1920 (Saka,. 
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