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the Five Year Plan. I do not think it would 
be possible to implement this in a successful 
manner. Here also. we have suggested that 
for rationalisation of Labour the Unions will 
be consulted. Now in consultation there 
should be consent on behalf of the unions. 
When we are rational ising certain parts as 
far as this industry is conserned. merely 
consultation means discussion. Therefore. 
the union should be taken into confidence 
when we are rational ising certain parts of 
this industry. Then you have also suggested 
that cO'Dpensation funds would be provided 
for retrenched work-ers. Now, easy loans 
would be provided but this also depends 
upon 'the availability of the funds with the 
Government. Now as far as those units 
which are potentially viable, but which 
becomes sick by inapt management or 
mismanagement are concerned a very serious 
view is to be taken and existing management 
may be changed. I welcome this suggestion 
but here also a propel machinery should be 
there. For this purpose, I think another 
legislation will have to be framed by which 
the Government should be able to take over 
such units.. Ultimately, I think for trans-
ferring the management, serious steps will 
have to be taken by having a separate 
legislation. Now, the·very serious matter is 
with respect to the units which have no 
expectation of becoming viable. Here, as I 
said, the policy has taken a complete round-
about turn because so far we used to take 
over such units and we used to further 
nationalise them also. I feel that the same 
policy should have been continued because 
such signal is given to the owners that when 
they say that it is not viable at all, they 
would be allowed to be closed down, then, 
I think there will be temptation to show 
that these units are not viable, allow us to 
close down and that will result in a lot of 
unemployment as far as the big cities are 
concerned. Who will decided that they are 
not viable? If it is also in the hands of 
the bureaucrats, the bureaucrats will be hand 
in glove with the owners of these mills and 
they will merrily show that certain units are 
not viable and should be allowed to be 
closed down. So such things will have to 
be taken into account and great care will 
have to be taken in this respect. My 
submission is that the correct policy should 
be to nationalise all these units and to take 
tbeJll over because we have ,ot SOlDO social 

responsibility. We cannot look upon it 
from the commercial point of view, there is 
loss therefore, we cannot invest further 
moneys in these things. Of course the 
employment problem is there. So, if there 
is lot of unemployment what is the use of 
producing all these clothes which you are 
producing for the sake of consumers? There 
will be no purchasing power for these people 
and if there is lot of unemployment in the 
urban cities, it will create lot of economic 
problems for this country and therefore I 
think, the policy should be reviewed as it is 
fraught with disastrous consequence. These 
are my submissions. 

14.58 brs. 

DISCUSSION: RE : STEEP RISE 
IN PRICES 

[English] 

MR. SPEAKER: Now we shall take up 
the discussion under Rule 193 regarding price 
rise? 

PROF. MADHU DANDAVATE 
(Rajapur): Mr. Speaker, when I rise to 
raise discussion under Rule 193 on the rising 
prices in the country ......... 

MR. SPEAKER: By rising yourself! 

PROF. MADHU DANDAVATE: I 
rise alongwith th: price:; when prices fall, I 
will also fall. 

THE MINISTER OF FINANCE AND 
COMMERCE (SHRI VISHWANATH 
PRATAP SINGH): He is catching on the 
high tide. 

PROF. MADHU DANDAVATE : The 
credit goes to you Mr. Minister. Sir, at tbe 
very outset, let me make one point clear. 
that in our country rising prices thereat ODS 
to be a continuing phenom~non. But even 
then why is that some of us insisted on 
raising discussion on this particular issue? 
It is precisely because of the fact that, I 
would not :ike to consider the entire conti-
Duing phenomenon of the rising prices, but 
specifically 1 would like to concentrate on 
the impact of 1985-86 Budget and tbe 
coasequcnt economic policy. as far as tho 



253 /)11. Fe : Sleep SRAVANA 10. 1907 (SAKA) Rise in Prices 254 

inflationary pressure on the economy is 
concerned. Therefore, 1 will 'concentrate 
only on that aspect -viz. after the presenta-
tion of the 1985-86 Budget. Our Govern-
ment very often creates an optical illusion 
that there is not an adequate rise in prices 
or exorbitant rise in prices. 

Only two days prior to this discussion, 
we have received a love letter from the 
Finance Minister, in his own hand-writing. 

MR. SPEAKER: Was it open? 

PROF. MADHU DANDAVATE : Yes; 
it is open. 

SHRI Y. S. MAHAJAN (Jalgaon): So 
many love letters? 

PROF. MADHU DANDAVATE: 
There can be a collective love also. In this 
particular letter, the Finance Ministry is 
trying build up a case that the increase os 
far is 3.5%, as far as the first quarter is 
concerned. He is deliberately selecting a 
small span of time. Here is the trick of the 
Minister. Whenever they want to indicate 
that there is no exorbitant rise in price ...... 

MR. SPEAKER : If you catch the trick, 
how can it be a trick? 

PROF. MADHU DANDAVATE : I 
would like to point out that they 
want to hide the fact of an exorbitant 
rise inprices, behind the phenomenon 
of point - to - point inflation. They 
would like to quote the statistics regar-
ding point-to-point inflation. Again, they 
would like to pick up a small span of time, 
either 2 or 3 months, and take up 2 or 3 
months this year, try to project before the 
country the rate of inflation in those three 
months, and try to compare with the three 
months of the previous year, and three 
months of the earlier period, and as a 
statistical jugglery, try to show to the country 
that the present rise is not exorbitant. Their 
stomach might be feeling the pinch; their 
life might be feeling the Pinch, but the 
Ministerial trick of projecting only the point-
to-point inflation gives a psychological relief 
to the readers viz. that in reality they might 
be facing a very heavy price rise, but pro-
bably statistically, they were in a satisfied 
Q011dition. 

THE MINISTER OF FINANCE AND 
COMMERCE (SHRI VISHWANATH 
PRATAP SINGH): One is the inflation. 
That is point-to-point. The other chart is 
wholesale price index, i. e. from base viz. 
1 st April to the first quarter-end. That is 
not point-to-point. That is in absolute 
terms ...... that is not point-to-point. 

PROF. MADHU DANDAVATE : I did 
not say that this particular chart is that. 
Very often, when you indicate things, it is 
done point-to-point. This is the second 
point to which I am making a reference. 

I am very clear on my horne-work. I 
made it clear that they have selected a span 
of three months. and tried to indicate things. 
They compare the rete of inflation in these 
three months. with the inflation in the 
previous three months ; and that is how they 
try to compile ..... . 

I will justify my Point by gIVmg an 
instance in the past, on the basis of the reply 
that I had received to a question that was 
put to the Finance Minister on the floor of 
this House. If you take a large span of 
time and find out the average rate of infla-
tion. you will find that the situation is 
different. 

J had put in this very House a question 
to one of the Finance Ministers; I do not 
remember his name, because they are chang-
ing so often. But I remember that I had 
put a question to the Finance Minister 
regarding three long periois, and the average 
rate of inflation of those periods. 

My question was: Will the hon. Minister 
please tell us what was the average rate of 
inflation during the period 1973-74 to 1974-
75. The second question was: what is the 
average rate of inflation during the period 
1977-78 to 1978-79; and lastly, since the 
question was asked at the end of October, 
during 1979-80 to October 1980. You will 
be pleasantly shocked to know what the 
reply was. The Minister stated that from 
1973-74 to 1974-75, the rate of inflation was 
22.5%. Then from 1977-78 to 1978-79 
when incidentally we were in power, it was 
2.5 per cent. (Interrupthns) How can I reply 
after I go out of Power? These questions 
were asked subsently. In 1977-78 and 
1978-79. the Co~ress 1 finauce Minister 
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replied that the rate of inflation was 2.5 per 
cent. And then in) 979· 80 a question was 
asked at a later stage, in 1979-80, April to 
October, it was 18.5 per cent. Now you 
will realise that instead of taking only two 
months or three months or four months, if 
you take a long period over which people 
suffer and try to find out what is the average 
rate of inflation you will find that at ODe 
span it is 2.25 per cent, second span, 2.5 per 
cent and third span 18.5 per cent. I donot 
want to blame 'any cne. All that] want to 
blame anyone. All that I want to bring to 
the notice of the House is by aware of the 
jUg&ler of the statistics, be aware of the fact 
that either if you go in point inflation or 
inflation calculated over a short period of 
timeand compare it with the inflation that 
exists over a long period) au wiII always find 
that the picture will be different, and there-
fore the correct picture can be obtained when 
only you are able to find ever a year or two 
what, exactly the trend is for \~'hich the 
people suffer and that is exactly the aspect. 
Such illusions, I may call them optical 
illusions, may create self -decept ion, but they 
cannot lead to price stabilisation, not to talk 
of bringing down the prices of es,ential 
commodities. 

As far as budgetary processes are 
concerned. since our Minister projected his 
last budget (1985-86), before I analyse what 
exactly the impact of this budget on the 
inflationary situation in the country is, I 
would like to bring to the notice of this 
House these important policy shifts in the 
new budget that has been presented by the 
Finance Minister. (I) The new budget-
ary process indicates a shift in the Pattern 
and composition of investment away from 
the public sector to the private sector. (2) 
The incentives offered in the budget are 
neutral as regards the choice between 
consumption and saving. Either the entire 
incentives can be in favour of consumption ; 
they can be in favour of saving, but they 
have tried to remain neutral, as far as these 
aspects are concerned. (3) No doubt certain 
fiscal concession are being given, and the 
fiscal concessions are aimed at transferring 
transaction from the unaccounted black money 
to the accounted which money economy. 
Now, these are the three important aspects 
Of the Budeet which have to be taken note 

. 
of when we consider the impact of the 
budget (1985.86) on the present price 
structure in the country. 

As far as agricultural growth is concerned, 
the change is price of diesel and fertilizer has 
actually increased the cost of the inputs. 
They have led to a costly expenditure as far 
as agriculture is concerned, and as a result 
of that, whatever agricultural rate of growth 
would have been expected, we wouldnot be 
able to reach that though we have competent 
kisans in the country, though they have the 
will to produce more, though they have the 
will to have a variety of crops in the country 
as a I esult of costly technology that is 
required to be utilized for agriculture, we 
find that the rate of agricultural growth has 
not been adequate with the competence and 
ability of the -kisans to increase the rate of 
growth. and that also distorts the entire 
picture of the price structure. The impact of 
the budget on the prices has to be analysed 
in terms of four important factors, according 
to me, and I would like to briefly analyse 
each one of them, (1) The role of the 
budgetary levy as the factor that is lending 
legitimacy to the increase in the prices that 
are warranted by supply and demand, but 
only as accidentally because those particu lar 
announcements that have been made, we find 
that a certain increase in the rate is there. 
H is not always justified. I will clarify my 
point. Sometimes, certain lives are announced 
in the Budget but they are not being imple-
mented. But even before the implementation 
of levies certain psychological climate is 
created in the country and as a result of 
that, certain effect is there on the price 
structure. The economists call it 'announce. 
ment effect'! The moment you make 
certain announcements you find that there 
is a certain paychoiogical effect. Now that 
is one aspect. 

The second aspect is the cost-push 
impact of the increase in taxes as well as in 
administered prices especially' in intermediate 
goods. For instance, Railways electricity. 
power, cement, in all these intermediate 
goods there are certain administrative 
increase in price. You will find that they 
will always get reflected and they will be 
multiplified and the multiplier effect has to 
be noted. Then there is a great effect of the 
deficit financing that is introduced in the 
budsetary process. 
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And lastly, tbe inflationary pressure that 
is exerted on the economy as a result of the 
unaccounted income of black money that is· 
circulated in the country. these are the four 
aspects which are to be taken note of. Sir, 
as far as the announcement effect and the 
cost push effect are concerned. they can be 
combined together ; and"best illustration: 
You as one who is an expert in agriculture 
will be able to realise that particular aspect. 
Take. for instance. increase in the price of 
milk. There is roughly a ten per cent 
budgetary increase, in prices of privately 
supplied milk. Now, roughly, ten per cent 
is the increase in prices during the budgetary 
period : that is the general increase in cost 
as well as in prices of goods, as a conse-
quence of increase in transport costs. That 
has been found out. Those who privately 
sell milk they wiIJ increase the prices. But 
if the prices for Government-supplied milk 
also are raised, then they are not going to be 
afraid of any effect on their demand and 
therefore they are able to sell it even at that 
price. So, when the private milk sellers 
find that the Government milk prices 
have already gone up, then in increasing 
their privately supplied milk prices they are 
not at all afraid, because they feel that there 
will be no competition and since the prices 
of Government supplied milk have already 
gone up, they can also increase their prices. 

Then comes the increase in the inter-
mediate goods. Take for instance electricity, 
coal, power, cement, steel, fuel products and 
so on. It ha~ a multiplier effect. And a 
part from the increase in prices of inter-
mediates, the prices of consumption products, 
such as vegetable oil aerated water, cigarettes 
which have been levied have been subjected 
to higher levies causing again an increase in 
price index, and because of that, indirectly 
or directly into the pockets, which builds up 
the total price index and therefore prices 
also go up. 

Then there is one more aspect to which 
I would like to make a reference. Sir, the 
other day during the Question Hour, Rao 
Birendra Singh tried to give elaborate 
answers to the questions that were posed by 
Members on both sides. By and large we 
were dissatisfied with his answers and we 
found that there was something basically 
wrong with the sugar policy in this country 
and it bas to be overhauled. 

Sir, in the past we were told, and parti. 
cularly we were told by the hon. Finance 
Minister that in spite of the deficit that has 
been shown in the Budget, there is not likely 
to be any infaltionary pressure and "You 
need not create a panic in the country saying 
that there is going to be a big rise in the 
prices". But the balloon was burst by the 
Minister of Food and Civil Supplies, Rao 
Birendra Singh. I am referring to the debate 
of April 13, 1985. Wbile replying to the 
Calling Attention notice in this very House, 
Rao Birendra Singh candidly admitted that 

"I must admit after the presentation of 
the Budget there has been an exorbitant 
rise in prices and the process has already 
begun." 

He said it on April, 13, 1985. 

The rise in prices of sugar despite heavy 
imports is one point. And, what type of 
imports? I would like the hon. Finance 
Minister to equip this House with the infor-
mation-\\ hich are the countries from which 
you are getting the imported sugar? What 
is the price at which you are getting the 
imported sugar? And when the same 
imported sugar is sold to the consumer in 
this country, in a free sa Ie market what is 
the price ~t which the sugar is being sold in 
that free sale market? You will be surprised 
and shocked to know that the are purcha-
sing imported sugar from foreign countries 
at the rate of Rs. 160 per quintal and the 
same sugar they are selling in the free sale 
market in this country at a price of Rs. 800 
to Rs. 900 per quintal. That is the disparity 
between the imported price and the price at 
which it is actually sold to the actual consu-
mers in this country. There cannot be worst 
type of expbitation than this. If a private 
trader is to indulge in this type of practice 
that purchasing sugar at Rs. 160 per quintal 
and selling it in the open market at Rs. 800 
or Rs. 900 per quintal, we would have called 
that particular marketeer as black· marketeer. 
But what designation can we give to the 
Government which shows the temerity of 
purchasing sugar at Rs. 160 per quintal and 
selling it at Rs. 800 or Rs. 900/- per quintal? 
My English vocabulary is very poor. I cannot 
discover another name than the black-mar-
ket. But probably there can be a better 
word than black. I think. there can be 
something more beautiful than black. If 
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there can be something more beautiful than 
black, I am not able to discover what that 
beautiful is. 

MR. SPEAKER: I think, it is parlia-
mentary. 

PROF. MADHU DANDAVATE: 
Black is parliamentary, beautiful is parlia-
mentary but ugly in unparliamentary. 

The other day, the Mini~ter for Food 
Bnd Civil Supplies has candidly admitted 
that because of various factors and extrane-
ous situations the sugar production in the 
country has steeply fallen. There is a lot 
of capacity of production of sugar. Fortun-
ately, we have a number of cooperators in 
this country who are doing a wonderful job 
in the field of sugar. They will be able to 
teU you that if the sugar technology is to be 
improved and rationalised and the produc-
tion of sugar is to be improved and if the 
content of sugar is also to be made better 
and richer, in that case what is the technolo-
gical change that is to be introduced in the 
country. Unfortunately, there is a steep 
fall in the sugar production and as a result 
of that the price situation has become bad. 
Almost all the economic journals have stated 
that if the consumer price index in the 
country has gone up, one of the reasons for 
that is that in the package that decides the 
consumer price index sugar is one of the 
most important constituents and components 
and as a result of that price is going up. 
Therefore, unless you are able to evolve 
the entire sugar policy, things are not going 
to improve. 

In the Fifth Lok Sabha, in this very 
House sitting at this very seat, I had initia-
ted a discussion on the Bhargava Commi-
ssion's report on sugar industry. We had a 
considerable debate. Unfortunately, before 
the debate could be concluded, the House 
was dissolved. That was my misfortune; 
that was the misfortune of Bhargava Commi-
ssion; that was the misfortune of tbe sugar 
industry and that was the misfortune of the 
sugar consumers a)so. I think, a number of 
recommendations were made by the Commi-
ssion and they ihould 10 through it. 

One interesting recommendation was 
made that very often there is an element of 
uncertainty in the sugar industry. The 
sugar industry does not know how much 
stake they have in the industry itself. I 
think, if you want to nationalise the industry, 

straightaway go ahead and nationalise it. If you 
want to have a cooperative pattern. have that. 
But do not utilise the threat of nationalisa-
tion as some sort of Democles sword telling 
the sugar magnates that if you do not teha\e 
well and if you do not join hands with us, 
in that cas':, the Democ1es sword may fall 
any moment. Therefore, only the sword of 
nationalisation remains hanging and nationa-
Iisation does not take place. Either have 
nationalisation or tell the industry that for 
10 or 15 years you are allowing them to rum . 
the industry so that those who are running 
the industry will have the state in the running 
of the industry and then the industry will 
properly run and we can have adequate sugar 
production. 

Coming to the deficit financing. I do not 
want to take much time to give facts and 
figures. Right from the day India became 
free, I think, this Finance Minister has the 
unique distinction of projecting the Budget 
with the maximum deficit financing of Rs. 
3349 crores. That is a record. And what 
will happen to it in reality? Just in a few 
seconds I will give the figures. Every time 
the Budget estimate projected a particular 
deficit. Not to take of actuality, even in 
the Revised Estimates the deficit went up. I 
am giving you the figures: 

Deficit (Rs. in crores) 
Year ----------

--- Projected Revised 
---

1979-80 1.382 2,700 
1980-81 ] ,417 1,810 
1981·82 1,539 1,700 
1982-83 1,365 1,935 
1983-84 1.556 1,695 

(almost 4,000) 

Now the projected deficit itself is Rs. 
3,349 crores. I will not be surprised if it 
goes beyond Rs. 7,000 crores of Rs. 8,000 
crores. Already he has a Supplementary 
Budget coming up Supplementary Demands 
coming up. If you add to them, already it 
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bas crossed Rs. 6,000 crOles or Rs. 7,000 
crores-. I do not know what will be our 
fate, I do not know what will be the fate of 
the hone Finance Minister. but more than 
that what will be the fate of the coun try 
when the financial year is completed? So, 
that is what is bapping. 

" 
Overdrafts of States grow and they have 

to clear the overdrafts. Before th'! fiscal 
year, they have to get their Plan outlays. As 
a result of that the productivity suffers, 
resource mobilisation suffers, as a result of 
which at the State level also the deficit grows. 
Re-structuring of Centre-State relationship 
is necessary. These are wonderful tricks 
that these people are Playing. Formerly, 
the States were able to get the income-tax 
that was paid by companies. A definite 
share came to them according to the Incom-
tax law. But these people had the temerity 
to amend the Income-tax Act and the com-
panies tax is being treated as a corporate tax. 
They have swallowed the entire income-tax 
on the companies at the Centre, thereby 
leaving the States completely high and dry. 
At the same time, they will say that over-
drafts will not be permitted in the future. 

I Therefore, the Centre-State relationship will 
have to be changed. 

Market borrowing has remained has sole 
monopoly of the Centre. If the States want 
to introduce some productive products so 
that they can increase the productivity and 
resources of the State they are not allowed 
to have the market borrowings. All those 
situations will have to be changed . . 

The capacity of the public sector to mop 
up more surpluses will have to be increased 
by having better management of the public 
sector. The Public sector has to be run by 
public sector. 

Now, Sir, what has been the reply of the 
Finance Minister about deficit financing? 
All that he has said is, "I am sure that the 
,shock of this heavy deficit will be absorted 
because we are expecting a fine monsoon." So, 
to him the budgetary proce~ses are mOOiioon 
gamble, nothing else. Just relying on this 
monsoon gamble, they are saying that the 
deficit will be absorbed.", ... (Inlerruplfofls) 

PROf. N. G. RANGA: Nothina new. 

PROF. MADHU DANDAVATE: Why 
nothing new. In the past there have been 
...... (Interrupt/ow) 

MR. SPEAKER : He had quoted once a 
quota somewhere. I do not know what was 
that quote he quoted for deficit financing. 

PROF, MADHU DANDAVATE: Any-
way, 'monsoon' he has quoted and 'gamble' 
I have quoted. I have combined the two 
quotations and it has become the 'monsoon 
gamble'. 

As far as the impact of black-money ... 
(Interruption). 

MR. SPEAKER: Please sum up now. 

PROF. MADHU DANDAVATE: Yes, 
I am summing up. Only my summing up 
will take a little more time, Sir. 

As far as the impact of black-money is 
concerned, black-money is exerting the infla-
tionary pressure on the economy. Everyone 
accepts that and our Finance Minister also 
accepts that, and that is why they had 
asked the committee, that is, the Institute of 
Public Finance and Policy, to go in to the 
depth of the problem of black-money econo-
my and give their recommendations. Fortu· 
nately, they have submitted the recommen-
dations. And what do the· study of this 
particular Institute reveal? Surprising! 
During 1970-76, black-money was Rs. 11,870 
crore ; during 1980-IH, it was Rs. 23,678 
crores, and now, in 1983-84, it became Rs. 
36,787 crores, that means almost Rs. 37,000 
crores. I do not know, time may come 
when we will have to have a separate five-
year plan for the black-money economy. 
There will be two Ministers- one MiniEtcr 
in-charge of black money planning and ano-
ther Minister in-charge of white money 
planning. That is the stage we have come 
to. This is the degree of black money that 
has developed. 

Sir, tb!y introduced the Special Bearer 
Bonds ... 

PROF. P. J. KURIEN: I suggest that 
black-money Minister in-charge should be 
frC'm the Janata Party. 

SHRI NARAYAN CHOUBEY: You 
have arOWD it, 1011 kindly control it, 
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PROF. MADHU DANDAVATE: 
Wh~n the Special Bearer Bond was intro-
duced, I was the first to rise from my seat to 
say that the Special Bearer Bonds were 
proposed by the Finance Minister to unearth 
the black-money and convert the black-
money into white, I assure you Mr. Finance 
Minister that Special Bearer Bond itself will 
become a new currency to be sold on a 
premium and it will ultimately result in 
converting further white money into black. 
They have admitted that is happening and 
that is why I congratulate them for they have 
taken a correct decision not to go ahead 
with this Special Bearer Bond. 

I remember in one case they had intro-
duced one type of bond. Which was the 
Bond which came before the Special Bearer 
Bond? I do not remember the name of 
that Bond. Next came the Special Bearer 
Bond. 

MR. SPEAKER: Like no-day-yet name 
motion, no-name bond ! 

PROF. MADHU DANDAVATE: The 
name I do not remember. That was the 
first type 'of Bond that was issued. Second 
was the Special Bearer Bond. And when 
Mr. Chavan was speaking here and one of 
the Congress Members was sitting by my 
side, then Mr. Chavan said: first year we 
have this Bond, second year we have 
Special Bearer Bond and that Congress 
Member said next year we will have James 
Bond. That is what he had said. I 
remember that. But that Special Bearer 
Bond bas proved to be worst than tbe 
James Bond. It has been the source of 
black-money. I congratulate the Govern-
ment that they have announced in the Rajya 
Sabha that they will discard this in the 
future. 

Sir, the sources of black-money. but I 
do not want to again go into the business of 
transactions of gold, jewellery, holdings. 
speculations and all that. Now, I come to 
the remedy part. As far as the remedy is 
concerned the Hon. Minister must be able 
to take up the courage and take a radical 
step like demonetisation of currency. 
Otherwise it will not be possible for you to 
bring down the impact of black-money. In 
1946 it was tried. Why did it fail to drive 
~ut black money? It was becau5C you only 

demonetised the high rate of currency 
beyond Rs. 1,000/-. Hundred ruppees 
notes were untouched. 

I will now give you a concrete illustration. 
In October 1944, a small country like 
Belgium was able to introduce demonetisa-
tion in the country. And what was the net 
result? In October 1944 they demonetised 
the franc currency right from SOO to 5,000 
franc and. from October to December 1944. 
the entire circulation of money contracted 
from fifteen to sixteen crores of francs to 
six crore or five crores of francs. That 
was the way in which the currency was 
contracted and the black-money was elimi-
nated. That happened in Belgium. We 
can try that experiment also here. 

In the end, all that I would say is that 
jf the prices are to be checked and inflation 
pressure is to be avoided, an integrated 
economic policy will be required. You will 
have to cbeck unproductive expenditure, 
augment public sector surpluses through 
better management, streamline the public 
distribution system, curb holding and profi-
teering, stop export of sugar, vegetables, 
meat and common variety of wheat. I hope, 
Sir, you will agree with me, through you are 
a strict vegetarian. Thirdly reduce the cost 
of industrial and agricultural production and 
make agriculture an industry with low-cost 
technology in the country, bring about parity 
between agricultural prices and the industrial 
prices to give better incentive bothto the 
industrial workers and Kisans. Lastly curb 
the black-money in the country so as to 
break the alliance between the politicians and 
the black-money bags. And if you are able 
to do it, you will be able to change the 
picture. Otherwise you may go to any 
village or to any city and you will find the 
prices going up. 

I conclude by giving you a very interes-
ting quotation. A number of years back I 
read Harindra Nath Chattopadhyay's voems. 
and songs. He has composed a very interes· 
ting song on a village boy, who sells curds 
in a village. And that village boy selling 
curds goods from village to village and sings 
the song: Go to any city and go to any 
town, You will see prices going up and peo· 
ple loins down, 
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That is what Harindra Nath Chattopa-
dhyay has said describes the position in the 
country today. I hope and trust that this 
song will be buried for all times to come and 
the rising prices not only will be stabilised, 
but there will be further coming down, so 
that people's living interests in life will be 
protected. 

THE MINISTER OF FINANCE AND 
COMMERCE (SHRI VISHW ANATH 
PRATAP SINGH): One point of informa-
tion so that I may be able to respond. 

Prof. Dandavate has very beautifully 
concluded by saying that 'prices are going up 
and people are going down.' Only, he has 
made an exception of 3 years between 1977 
and 1979 when he said prices did not go up 
such ; then he said it went up only by 2.5 
per cent. May I know wha't is the basis of 
his contention? 

PROF. MADHU DANDAVATE : The 
questions that were asked in this House. 

SHRI VISHWANATH PRATAP 
SINGH: Well, if that is the basis, he is 
relying on the same statistics on which I 
am also relying. There is no jugglery. 
Both are the same. 

MR. SPEAKER: 1 think there is one 
more. You forget about something. 
1979· 80 figure was also 18.5 per cent. 

PROF. MADHU DANDAVATE: 
There is point-to-point inflation in the last 
period of two years. 

SHRI S. JAIPAL REDDY (Mahbub-
nagar): During 1979-80, we belonged to 
three Governments! 

MR. SPEAKER: That is true. 

Now. Mr. Mahajan. 

SHRI Y. S. MAHAJAN (JaJgaon) : Mr. 
Speaker, Sir, the rise in the index number 
of wholesale prices in current financial year, 
that is, from end of March to end of June 
has been 3.5%. The increase in the corres-
ponding period last year was 4.9 and 5.6 
per cent in the years 1983-84. That is, the 
of inflation this year is comparative]y low. 

We feel agitated because the increase is not 
an isolated one but comes on the top of 
large increase last year and the year before. 
During the 6th 5-year Plan which ended in 
March 1985 the year 1982-83 was the ,only 
year with relative price stability. During 
the first 2 years of the Plan inflation rate 
was very high and it began to rise again 
during the last 2 years. 

Apart from this trend there are certain 
things which cause a great deal of concern 
and irrigation. They are, the sudden spurt 
in open market prices of sugar and that of 
fruits and vegetables. The two set of prices 
account for 70% of the rise in the wholesale 
price index, duting the first 3 months of 
this financial year. The rise in the price of 
fruits and vegetables is due to seasonal fac-
tors. These prices rise in the first 4 or 5 
months of this period and then begin to fall 
from September up to December. If these 
seasonal factors can be eliminated then the 
underlaying rate of inflation will be much 
lower than what has been calculated. As 
regards Sugar there is no doubt that the rise 
is due to maladministration. Basically our 
demand and supply position is sound. It is 
not bad. With a production of 62 lakh 
tonnes and carryover stocks and import of 
10 I akh tonnes of sugar, the rise in the price 
could have been avoided "'ith better manage-
ment. 

Sir, it is on record that out of 75,000 
tonnes allocated to the States in the month 
of June only 7500 tonnes were lifted. There 
was a slight improvement in the month of 
July but the quantity lifted is still for bellow 
allocation. With the additional allocation 
of 50,000 tonnes to the levy quota in August 
and the lifting of their allocations by the 
States there is no reason why things should 
not improve. 

15.34 brs. 

MR. DEPUTY SPEAKER in the Chair 

In addition to these steps the Government 
should also take stern action against hoarders 
and profiteers and enforcing the provisions 
of the Essential Commodities Act. In this 
connection I may quote Mr. Palkhiwala who 
has stated that business and trading commu. 
nity has not been true to its conscience. The 
sugar policy should also be reviewed to avoid 
such continaencies in future. The deman4 
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for sugar is rising repidly. Consumption is 
increasing at the rate of a bout 14 per cent 
per annum. Tne production reached a peak 
of 82 lakh tonnes in ]982-83. Then it has 
fallen to 59 lakh tonnes in 1983-84 and to 
62 lakh tonnes during the current year 
1985-86. It is clear that our production is 
much below the rate of consumption. May 
I suggest that this is due to the wrong policy 
which we have followed regarding the loca-
tion of this industry? There are 50-60 
application from Maharashtra cooperative 
societies for business. Maharashtra can 
produce sugar cheaper than most of the 
States in India, but still in the name of 
balanced regional development we have been 
refusing to accept those applications and 
allowing the eraction of sugar mills in the 
areas where the conditions are not so favou-
rable. Sugar can be produced in the most 
economical manner in Mharashtra where the 
factors of production and favourable. So, 
our location policy regarding sugar industry 
deserves to be reviewed. 

The second group of factors which have 
led to the increasing level of prices are 
budgetary factors. The impact of the 
increase in tbe administered prices such as of 
petrol, sugar and tbe impact of other budge-
tary levies such as excise on chemicals has 
not been much. It appeared to have been 
almost ~bsorbed by the end of March or the 
middle of April 1985. But there is one 
price rise namely, tbat of petrol, which has 
a cascading effect. Tbe increase in the 
railway freights is in the same category, 
though it was inevitable in view of the finan-
cial position of the Railways. The rise in 
tbe price of petrol was necessitated by the 
hardening or appreciation of the Dollar in 
terms of the rupee. As a result of the 
import of petrol, we bad to pay Rs. 1000 
crores more to tbe foreign exporters. So, 
the Government was compelled to increase 
the local price of petrol and recover the 
money trom the consumer. It is difficult to 
deny that all these things had a cost push 
effect on the economy, through it is impossi-
ble to quantify it. 

Finally, t here are two factors which are 
more or Jess of a permanent nature. First 
is tbe hoarding, profiteering and blackmar-
ketini Ieadins to the creation of black-

money, and the seccnd is the creation of 
excess liquidity ill the economy. Both exert 
a great upward pressure on the economy, and 
distort our priorities and investments and 
give rise to increo:se in price~. The Govern-
ment is considering measures to deal with the 
question of black-money in the light of the 
recommendation of the Institu te of Publ c 
Finance. I would 110t like to talk at great 
length on this issue in view of the fact that 
the Government is considering measures to 
deal with the question of black-money-and 
the subject is also coming for discussion in 
the House soon. 

As regards the control of liquidity, I 
believe the Finance Minister can do some-
thing. It is difficult for him to deal with 
supply management because &upply depends 
on the work of millions of farmers and 
workers in the indus try. 1 he Finance 
Minister cannot influence them, much but 
money something which he can control. 
It is in his hands. Therefore, the demand 
management is something which he can con-
trol. 1 may point out that the amount of 
liquidity in the country is increasing at the 
rate of 15 per cent every year. Money is a 
medium of exchange. We exchange it for 
goods and services. Money is increasing by 
about 15 percent but th_;: ploduction of goods 
and services has been increasing at the rate 
of 5 percent in the last 5 years. So, when we 
increase the amount of money as compared 
to goods and services, it is obvious that 
prices should rise. Sir, 1 do not believe in 
dealing with th'! inflation in a simplistic 
manner. We should not rely too much on 
the quanfity theory of money. We should 
not rely too much on the theory of Prof. 
Friedman whose philosophy was accept by 
the Americans. Though we need nol rely 
too much on the 1uantity theroy, we 
cannot deny that this theory contains a 
substantial amount of k"uth. The quantity 
of money which exists in the country has a 
substantial effect on the price level. Let me 
tell you about the increasing amount of 
money in Our country. The Reserve Bank 
has devised out four measures of money. 
They are aim M. 1, M. 2, M. 3 and M. 4. 
M. 3 relates to the total monetary resources 
in the country. Let us see how it has 
inc-reased, dUring the last five years. In 
1980-81, the totat monetary resources were 
Rs. 51,451 crores. In 1981-82, they were 
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Rs. 62,448 crores in 1982-83, Rs. n,86R. 
In 1983-84, Rs. 85,899 crOres. In 1984-85, 
they were Rs. 99,429 crores During the 
period of the Sixth Five Year Plan, the total 
monetary resources have doubled but the 
production of goods and services increased 
only at the rate of 5% every year. It is 
about 40% for ·,the whole period. Since 
liquidity has gone on increasing so rapidly 
in the economy it is clear that prices should 
risto. The price increas'e has been due partly 
to the amount of blackmoney also. I am 
not speaking on blackmoney at present 
because the subject is going to be discussed 
soon. 

May I remind the hon. Finance Minister 
that ~abilisation of price is one of the major 
planks of our Government policy? He has 
said himself on the 19th May that very 
stern and unpleasant action would be taken 
against the hlackmarketeers, profiteers hoa r-
ders and blackmoney holders. I hope he em-
barks upon such a policy and if he does, he 
will have the support of the entire House and 
the country h~hind him. Inflation is 'Ln evil, 
just as dUring the inter-War period, 1919-
1939, unemployment was a major evil. 
Since the end of the II World War, the 
inflation is one of the major economic pro-
blems of the world. Inflation leads to 
distortion in our priorities. It makes plann-
ing impossible, it makes completion of a 
projects difficult because if we have a pro-
ject of Rs. 3,000 crores, by the time we 
complete it, the cost goes up to Rs. 6,000 
crores, The Finance Minister cannot find 
the resources to complete the project. 
Therefore. it makes planning impossible, it 
makes economic calculation impossible and 
it distorts the economy. Lenin himself had 
said, "If you want to ruin an economy, 
debauch its currency". When the condition 
become inflationary, management of the 
economy becomt's impossible. Inflation is 

. an evil not only in India but throughout 
the whole world. 

I would request the Finance Minister to 
be bold and to take stern and unpleasant 
measures which he has promised against the 
blackmarketecrs, hoarders and people who 
work against the financial interests of the 
country. 

With these works, I conclude my speech. 

[ Translation] 

'SHRI VIRDHI CHANDER JAIN 
(Barmer) : Mr. Deputy Speaker, Sir, we are 
all feeling concerned about the rising prices. 
This increase has been particularly significant 
in the month of July. The Central Govern-
ment have taken certain steps to contain the 
increase in the prices of sugar. They have 
importet1 10 lakh tonne sugar. The wa} the 
sugar was distributed and the slow offtake 
of sugar by the State Governments have 
created difficulties in containing the prices 
of sugar. I would like to know how effec-
tively ollr State Governments are dealing 
with the situation and whether they are 
lifting their quota of sugar or not, because 
as per the earlier information and according 
to the reply of the Minister of Food and 
Civil Supplies, the situation was very grave 
at that time. The State Governments had 
lifted only 7.5 thousand tonnes of sugar 
instead of 75 thousand tonnes. Now the 
situation has improved a little, but we would 
have to see whether this has contributed. 
to reduction in the prices of sugar and if 
so, to what extent. 1 think the prices of 
sugar are increasing continuously and there 
has been no decrease. According to my 
information, the rich traders and other 
affluent people engaged in the trade of sugar 
have ~tarted hoarding it on a larger scale 
and the State Governments have not been 
able to take any step against them till now. 

I would like to say about the Rajasthan 
Government that they have not taken any 
stringent action againt those traders who 
have hoarded sugar. Since the resronsibility 
of taking action against hoarders rests 
on the State Governments, the moot quefotion 
is how far the State Governments discharge 
their responsibility in this respect. The 
Centre has no authority to compel the State 
Governments to take measures against t~em 
or exercise some kind of control over them ; 
the Centre can only give advice. It is for 
the State Governments to comply with the 
instructions. Therefore, it has become 
imperative that the State Governments 
should take stringent nleasures to contain 
the rising prices. 

Beside sugar. pulses, vegetables and fruits 
are among tho!.e main items whose prices 
have increased in the recent past. There 
bas been unprecedented incr~se in tbe 
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prices of fruits and vegetables Some of the 
items registered an increase of 20 per cent to 
25 per cent but in some cases it has been 
as much as 50 per cent. Previously, there 
used to be marked increase in the price of 
potatoes and onions, but this time the trend 
is reverse. There has been no marked 
increase in the prices of potatoes and onions 
whereas tbe prices of tomatoes and fruits 
have gone up sharply. Now mangoes are 
available at not less than Rs. 7 or Rs. 8 
per kg. No .vegetable is available at a price 
ess than Rs. 5, Rs. 6 or Rs. 7 per kg. Pulses 
alre also available at not Jess than Rs. 6 per kg. 
Fruits. vegetables and pulses are essential items 
of daily use. With the increase in their prices, 
the budget of a poor man has also increased. 
According to my rough calculation. a 
family, whose monthly income was Rs. 1500, 
will have to spend at least Rs. 150 p.m. 
more on account of the increase in the prices 
after the presentation of the Budget. The 
increase in prices has taken place in the case 
of essential items of daily use. 

Now the question before us is that the 
commodities the prices of which have regis-
tered a marked increase are perishable items 
which cannot be stored for a long time, i. e., 
for more than two to three days. The 
second question before is that when the 
consumer bas to buy commodities at high 
prices, why should not they from a strong 
lobby. Such a question is natural a to 
arise. But on the other hand the problem 
before us is that if the lobbY of consumers 
becomes strong. it may lead to an unde-
sirable situation, of the possibility of 
confrontation which can take the form of 
violence later on. So, we should be cautious 
while taking steps to control the trend of 
rising prices. We would have to see whet-
her the phenomenal increase in the prices of 
vegetables is the result of its low production. 
If tbe production of vegetables has fallen 
then there is need to increase it. By 
increasing the production we can control 
the price. After the presentation of the 
Budget, the maximum increase in the prices 
bas been due to increase in the prices of 
petrol, diesel, fertilizers, pesticides and 
agricultural produce. When the prices of 
agricultural produce increase. the prices of 
other commodities also start increasing. 
This is tbe situation at present. The prices 

of agricultural produce have increased and 
as a result the prices of aU other commodi-
ties have also started increasing. On the 
other ha~d, the farm~rs are also not getting 
those pnces for theIr agricultural produce 
which they should have got. It is, therefore 
imperative that the price rise in the countr; 
should be chec~ed. For this purpose, it is 
necessary to merease the production of oil 
an~ gas and for that, efforts for the explo- _ 
ratIon and survey for oil and gas should be 
speeded up and we should make all out 
efforts to ensure self-sufficiency in the matter 
of petrol and gas during the Seventh Five 
Year Plan. It is only after we have achieved 
self sufficiency in these items that it would 
be possible to check the price rise. because 
petrol and gas have contributed most 
towards price rise. We have to import both 
these commodities from foreign countries 
It is, therefore, ess~ntial that we achiev~ 
self-sufficiency in this field and we would 
have to give a serious thought to this 
matter. 

Secondly, I would like to submit that 
punishment for income-tax evaders and 
industrialists would have to be made more 
stringent. Though we have made certain 
provisions regarding punishment under the 
Income Tax Act and punishment has been 
made more stringent, but still it is not 
sufficient. No industrialist has been jailed 
so far. There is need to launch a campaign 
against black-marketeers and hoarders and 
to take most stringent steps against them. 
It could be checked only when the state 
Governments take stringent action in this 
regard. We have not taken any steps 
against Benami transactions and speculative 
activities. These speculative activities are 
mostly responsible for price rise. The issue 
prices and market prices of shares have 
increased very much and huge money is 
being invested in shares. There is need to 
take some steps to deal with money gene-
rated by black-marketing and the funds 
being invested in Benami equity shares. Some 
concrete steps should be taken regarding 
transactions in shares and malpractices in 
this regard should be stopped. 

Deficit financing is also responsible for 
price rise like other factors. Hence. deficit 
financing should not be resorted to. We 
should take concrete steps to obviate d~cit 
financing. 
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Mr. Deputy Speaker, Sir, with these 
words, I would like to conclude my speech 
and would like to add again that there is a 
great need to take some strong steps to 
check price rise because the 'rising prices 
affect the entire population of the country 
life becomes very difficult for the poor. 
Therefore, there is \lrgent need to take some 
strong measures in this regard. 

[English] 

SHRI ANAND GAJAPATHI RAJU 
(Bobbili): Mr. Deputy Speaker, Sir, I 
raise to analyse a few factors relating to the 
recent price hike, spiralling of prices and 
the failure on the part of the Government 
to contain such trends. In doing so, I 
would ljJcr to analyse the monetary factors, 
the institutional factors, certain international 
factors and also speak about the commitment 
of the Government in following a sense of 
direction. The budget presented a few 
months back definitely was a step towards 
making some changes; but then again the 
changes were basically cosmetic and what we 
face today is an unprecedented supple-
mentary demand of Rs. 3872 crores. This 
figure will definitely reach to six or seven 
crores by the end of next year and would 
mean a substantial increase in the money 
supplies, the deficit and the number of 
goods being chased by a lot of money, 
pumping to the economy. Again the non-
plan expenditule should also be looked at 
very carefully, which is Rs. 25]6 crores and 
that is also a very substantial amount to 
contend with. Besides, what is borrowing 
is the fact that Rs. 3282 crores as per 
today's projection would remain uncovered. 
With such a figure uncovered. definitely a 
lot of havoc will be let loose and with 
limited goods being chase d by a lot of 
money, there is definitely going to be a 
tremendous price hike. price hike which per-
haps may lead to the Latin American 
proportions in terms of more than double 
digit inflation. This is something that we 
have to be concerned about and something 
which we have to take steps about. But 
what is more disappointing is the fact that 
in future, infrastructure might be further 
neglected. The outlay for oil is proposed 
to be slashed in the Seventh Five Year Plan 
from Rs. 16000 crores to Rs. 10800 crores, 
the outlay for power from Rs. 67500 crores, 
to Rs. 35000 crOfes, the outlay for steel 

from Rs. 14000 crores to Rs. 8000 croles, 
the outlay for 'communications from R'S. 
12800 crores to Rs. 6400 crOres and tile 
Railways are expecting also to get much less 
than what they reaHy need. Therefore. 
when you look at the number of projects 
that are going to be conceived in the 7th 
Five Year Plan and physically look at it 
from the angle that more and more money 
would be chasing fewer and fewer goods. 
then definitely inflation, if analysed simply 
is a monetary factor which we have to 
contend with. Then again. another dis-
turbing trend in the price rise is that there is 
a lot of under consumption in the economy. 
Lot of people do not have the pUrchasing 
power to participate in the economy. 

16.00 hrs. 

Therefore. they will feel the price-rise 
at a very very, very heavy level and, there-
fore, as a matter of suggestion, I would like 
to state that there is a need to further 
strengthen the public distribution system and 
also the number of items and the quantity 
of items distributed through the public dis-
tribution system and also strengthen the 
wage goods which are supposed to go into a 
poor man's budget because it is easy to 
speak about increase but only when it is 
felt that a man is not brough down further 
and further, then alone it will be of some 
consequence. 

Not ignoring the international factors 
which are also responsible. we do not push 
the complete blame on internal factors. the 
slackening of exports, trade barriers which 
are increased, no locomotion being provided 
by the developed countries to an under-
developed or developing country like (lurs. 
That also has its effect on augmenting the 
price rise. But what is mOre important is 
that the Government develop a sense of 
direction. A few cosmetic changes in the 
budget alone will not help. Earlier the 
Government was interested in an approach 
towards shadow-pricing and administrative 
pricing in order to bring the price level 
down, in order to subsidise where necessary 
and also to see that the prices are within 
the reach of the common man. Therefore. 
there is· an urgent need for a sense of 
direction. Just producing more goods and 
just investment in more sophisticated illduti. 
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tries will not result in reducing the prices 
but also investing in wage good industries, 
the commodities that are consumed by the 
common man and also a commitment 
towards democratic socialism alone can 
relieve us of the burden of price increase 
and I would suggest again that. the Govern-
ment examine the augmentation and 
strengthening of the public distribution 
system. 

Therefore, witb these words I would 
request the hon. Minister to consider what I 
have had an opportunity to just say about. 

Thank you. 

[Translarion] 

SHRI MADAN PANDEY (Gorakhpur): 
Mr. Deputy Speaker, Sir, with regard to the 
subject under discussion in the House, I 
would like to submit that the continuous rise 
in prices is creating a situation of chaos and 
disorder. The ftgures supplied to us show 
that there has been no price rise but when a 
consumer goes to the market to make 
purchases and pays through the nose, he 
exclaims what should he take to be correct, 
the statement or the payment he is making? 
Under these circumstances, it has become 
imperative for this House and the Govern-
ment to take a decision to take most stringent 
measures to contain the price rise. If this 
is not done, these black-marketeers would 
jeopardise our economy and the entire 
country would face a chaotic situation which 
may go out of control. I would like to 
submit that if we depended only on statistical 
jugglery regarding price rise and if we did 
not take measures to meet the situation 
realistically. it cannot be said what our fate 
would be when we go to the people after 
five years, we cannot guess about the 
reaction of the people in the villages, if we 
DOW approach them. The common man 
Companies to us about tbe rise in the prices 
of each and every commodity. But when we 
hold discussions on tbe subject in tbe House, 
some Members pass sarcastic remarks. 
When we raise the issue of increase in the 
prices of sugar or other commodities. it is 
said that we are pleading the cause of the 
sugar lobby and sUjUlr tycoons. This 
tendency sbould be checked. Instead of 
closing our eyes towards steep price rise and 

saying that prices are not increasing, it would 
be proper for us to take stringent measures 
to check the tendency of increasing prices. 
We should admit our shortcoming. If we 
continue to adopt an obstinate attitude 
towards the difficulties of the people, the 
difficulties of the people would not be 
removed, rather they would increase and the 
black-marketeers and hoarders would 
jeopardise the economy. In this way. our 
efforts to take the country forward would 
receive a setback and the country would go 
20 years backward. 

In the end I would like to submit only 
this much that most stringent measures, 
should be adopted to check the price rise. 

[English] 

SHRI S. KRISHNA KUMAR (Quilon): 
Sir, it is entirely appropriate that the cardinal 
issue of price rise which is progressively 
impoverishing the masses, which is debilita-
ting Plan performance and which is tbe most 
vulnerable area of government's activity. 
perhaps the Achilles, heel in respect of 
Government performance, is being discussed 
in this House today. 

Inflation is the hand-maiden of national 
development and India's economy including 
inflation management cannot be viewed in 
isolation from the emerging trends in the 
world economy. It is true that inflation 
rates have been accelerating in India in 
decadel average rate terms. The annual 
rise was 2.6% in 1950s; 5.8% in 19608 ; 
7.4% in 1970s and 11.1 % in the last five 
years. Government, of course, can take 
some comfort from the fact that virtually all 
International agencies including the World 
Bank and lMF have recently lauded the 
economic management of the country inclu-
ding inflation management. They have 
praised our public distribution system and 
our dual pricing in relation to essential 
commodities. We also fare better wben 
compared to many developing countrise in 
Asia and Africa not to speak of the three 
digital inflation now being experienced in 
some countries of Latin America. 

The Government have admitted that this 
year's increase in railways freight, 
administered prices and budget levies will 
have a oost push effect resulting in upward 



· 211 bis. fe : Sleep 

pressure on a wide spectrum of commodities. 
It is incorrect for the opposition to simply 
multiply the monthly inflation rate by twelve 
and quarterly inflation rate by four and say 
that the annual inflation is going to run riot. 
The data for the last twelve years has 
conclusively provide existence of a seasonal 
upswing of 4.2% which has to be reduced 
from th~ quarterly inflation rate if you are 
to arrive at the under-lying rate of inflation 
in the economy. 

For the last eight years we have got the 
lowest record now so far as the whole-sale 
price index is concerned as it has risen only 
by 3.4 per cent but what is alarming and 
disturbing is the price trend of certain 
commodities which have a weightage in the 
household consumption of the Common man. 
Whole sale price index of Sugar has risen 
by 37% in the last six months and fruit and 
vegetables by 34% let me quote figures for the 
whole sale index from mid-June to mid-July, 
The individual price index of foodarticles has 
gone from 318 to 324.5 ; foodgrains index 
from 254 to 267 ; cereals 251 to 267 ; pulses 
from 433 to 449 and sugar-the villian of the 
piece-from 388 to 423. Though the whole-
sale price index has been under control and 
even the consumer price index has increased 
only by 16% the same as last year the cost 
of living has increased at least 10% in the 
last few months even in the Capital city of 
Delhi. 

Sir, there is a 20 lakh tonnes gap between 
the supply and demand in sugar. One 
million tonnes of sugar is under import. The 
cyclical changes in the demand and 
supply of sugar are a perennial problem in 
the Indian economy. I would like to ask 
the Minister for Food and civil supplies. Wby 
was this years shortage situation not anti-
cipated and advance steps taken? Why are 
you prevening new sugar factories from 
coming up? Why are you increasing the 
sugarcane quote for free sale ? It was 
originally 05 per cent levy and 35 per cent 
free sale. This is now more than 50 per 
cent free sale. What is the difficulty in 
organising the logistics of reaching imported 
sugar to the consumer outlets? Why are 
you auctioning imported sugar instead of 
supplying it through the public distribution 
system or directly to the consumer at 
controlled price? What action have you 
taken against traders and susar iDdustrialists 
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whom you have accused in a recent of 
press conference of taking advantage of the 
situation and profiteering. Are these empty 
threats? 

In the case of foodgrains, there is a 30 
million tonnes of buffer stock including 20 
million tonnes procured this season. Why 
should tbe foodgrains' index go up so much? 
Costs of Industrial materials and products 
like cement, industrial chemicals, transport 
equipment, etc., have gone up very 
substantially in the last three montbs. I do 
not want to quote the figures. 

The manifesto our Congress (I) Party, 
indicates in its price policy six axiomatic 
principles which are to be translated into 
action. These are Controls of money supply 
in Creasing production and productivity, 
firm trading arrangements for imports, pubHc 
distribution system, consumer movement and 
stringent punishment for traders, hoarders 
and bl'ack-marketeers. These ideological 
framework and programmes have to be 
strictly operationalised and implemented. 

Sir, the total stock of money in the 
economy called M3 by economists is going 
up at 17 per cent per annum. All hindrances 
to production should be removed so that 
production is maximised. I would like to 
call the attention of tbe mover of the 
Resolution about the consideration and 
approach of tbis Government towards the 
organised employees. The lowest paid 
employee in Government was paid Rs. 333 
per month in 1980, which is now Rs. 600, an 
increase of 80 per cent. The public sector 
wage bill has gone up from Rs. 5,000 crores 
in 1972 to Rs. 23,000 crores in 1985, an increase 
of more than four times. It is not, I 
emphasise, it is not proportional to increase 
production or productivity and to that extent 
is inflationary. The administered prices of 
the public. sector have to be carefully 
controlled. The four elements of infraatruc· 
ture, coal. steel, power and railways are 
chasing each other in higher pricing. I 
understand that Coal Department bas. even 
now, asked for a price rise. It is necessary 
to effectively control economic pricing of 
public sector goods and services. Of course, 
economic pricing is unavoidable, as otherwise 
there is going to be a hidden subsidy in 
favour of private sector and the private sector 
are under DO ObJiptiOD to briDa doWU 
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· their prices in spite of cheaper inputs and 
· this will be unnecessarily taxing the nation. 
It is necessary to look into the public sector 
pricing and prevent the public sector from 
pushing under the carpet their inefficiency 
and their lack of utilisation of capacity. 

Sir, the public distribution system is the 
most potent weapon against inflation and in 

· our effort to eliminate the parasitical inter-
mediaries who prevent the distribution of 
essential commodies at controlled prices to 
our masses. Sir, we are committed to 
establishing one retail fair price outlet for 
four to five hundred families each. There 
are already two lakh fair price retail outlets 
and we probably need another two lakhs. 
But in the vest heartlands of our country 
and in the remote areas, there is virtually no 
public distribution system at the moment, 
except in some States like Kerala, which is 
doing modfl activities in this field. We 
have to, by the exercise of the political will. 
by the exercise of administrative acumen, 
give the highest priority to the establishment 
of accomprehensive public distribution 
system, increasing the Dumber of essential 
commodities to be distributed through the 
public distribution system and increasing 
the range of dual pricing policy. 

The wholesale trade has to be regulated. 
If we cannot make the wholesale trade be-
have, let us not hesitate to introduce state 
trading in essential commodities. Even a 
declaration to the Government wiB have a 
salutary impact on the price situation. We 
have been talking about a consumer move· 
ment, but we have hardly started one. Sir, 
in the case of agriculture, there is a Com mi· 
ssion for Agricultural Prices and Costs to 
look after the interests of the agriculturists. 
In industry there is the Bureau of Indusrial 
Costs and Prices. But there is no agency 
in this country to control tbe activities of 
wholesale and retail trades to look into 
their margins, costs and ethics of operation. 
I suggest tbe establishment of a high level 
body for this purpose. Sir, I am aware that 
tbe Finance Ministry is monitoring the prices 
now, but in order to reassure this country, 
in order to reconcile the conflicting interests 
and to protect the interests of general messes 
in tbis nation, I suggest, I strongly suggest 
tbe establishment of a High Power Prices 

Management Board headed by the hon. 
Prime Minister himself. Sir, the control of 
inflation is a function of fiscal, monitary, 
pricing and output policies and physical con-
trols and effective demand and Supply 
management. These tools have to be orches-
trated in a balanced manner to fine tunc the 
economy. The high rate of price rise in the 
last three months should be taken as a 
serious danger singnal by the Government 
even though there is no cause of undue 
alarm. We have had success stories in the 
past, for example in August, 1974, when 
inflation touched an all time peak of 35 per 
cent, we were able to achieve price stability 
in 1974 to 1976 period through stringent anti-
inflationary measures. Sir, given enlightened 
and vigilant price management, we should be 
able to limit the annual inflation this year 
to less than 7 per cent. It is the bounden 
duty of the economic Ministries of this 
Government to achieve this, it is a necessary 
condition to sustain and give fillip to the 
new initiatives of nation building, unfolding 
before us under the leadership of our great 
leader Shri Rajiv Gandhi and to ensure in 
this land repid economic growth with social 
justice. Thank you. 

[Translation 1 

*SHRI ZAINAL ABODIN (Jangipur) : 
Mr. Deputy Speaker, Sir, we are discussing 
such a serious subject which is playing havoc 
\\-ith the lives of crores and crores of people. 

Sir, inflation and riSing pr ices has come 
be a permanent characteristic of India's 
economic policy. Although the hon. Minister 
is trying to prove through statistical jugglery 
that the rato of inflation has gone down this, 
the experience of the consuming public is 
totally different. 

Sir, why this inflation, and why this rise 
. . ? 
In pnces. The hon. Members who spoke 
before me have dealt with that in detail. 
The main reasons are-a deficit budget, 
imposition of new and ever increasing indi-
rect taxes every year the articles of daily 
necessities of life. On the other hand opporl-
unities are provided to evade direct taxes by 
the rich people. These are the reasons 
which are causing inflationary pressure aDd 

IJ'fhe speech was originally delivered ill 
Benpli. 
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rise in prices. The main cause of inflation 
and rising prices is the policy of the Govern-
ment. Can you find even one country in 
the world where the capitalist and the 
zamindari system is in vogue yet the prices 
are not rising? Prices are rising in our 
country also as an in escapable consequence 
of the capitalist system provailing here. To 
check the runaway rise in prices, certain 
measures are essential, but I am aprehensive 
whether the Government will be able to 
take those measures. 

Sir, to check inflation and the rise prices, 
it is absolutely essential to remove the very 
existence of black money. It is also nece-
ssary to stop the imposition of indirect 

taxes. It is necessary to plug the opportu-
nities for evasion of direct taxes. But we 
know that the Government has practical 
difficulties in taking these steps. Therefore, 
prices are rising every year and we are 
ritually discussing about it in the House. 
The hon. Minister has said that the rate of 
inflation this year is lower compared to 
previous years. I want to say one thing in 
this context - a strong and healthy person 
may be able to tolerate a blow which may 
not be possible for a dying or sick person to 
tolerate. Crores upon crores of poor people 
of our country have already exhausted their 
purchasing power. For such persons who 
have no purchasing power, a rise in price~. 

however small it may be, is beyond his 
eddurance and is almost like a fatal blow. 
The crores of people already living below 
the poverty line are today at the thereshold 
of starvation. But the hon. Minister says 
that he has been able to control the rate of 
rise in prices. The Government may derive 
some self-satisfaction from this, but we 
have to think of the masses who are dying. 
Therefore to check the galloping rise in prices, 
we have to take some long term measures 
like abolition of black money, abolition of 
indirect taxes etc., but side by side we have 
to take some immediate measures like ensu-
ring that the essential commodities of daily 
need reach all the people at a cheap and 
fair price. We have been demanding for a 
long time that the Government must under-
take state trading in fourteen essential items 
of daily need of the people. Ihese items 
must be made available to all the people all 
over the country at a uniform fixed price 

. through the public distribution system. The 
,rate at which tho pricca are rlaiDa tbo peoplo 

are not only being pushed below the poverty 
line, but they have touched such a Jow today 
that to save them this must be accorded top 
priority. Tbis is the only fundamental stop 
to save them. The people are feeling totally 
helpless. I will link whether the hon. 
Minister is prepared to undertake this respon~ 
sibility or not. It is true that Government 
will have to santion fat subsides to ensure 
that these 14 commodities reach the people 
at a cheap price and tax undertake state 
trading in those articles. But many capita. 
list countries of the world e.g. Japan, buys 
rice from the farmers at Rs. 850/- a quint at 
but sells the same to poor people @ Rs. 
650/- a quintal through ration shops. They 
give a subsidy of Rs. 200/- per quintal. 
In India on the one hand we see that the 
prices are rising but on the other hand we 
see that the poor farmers in the villages are 
not getting just and remunerative price for 
their produce. This is further accentuating 
the situation. I will once more urge upon 
the Minister that as an urgent measure he 
should ensure that foodgrains and other 
essential commodities like soap, cloth etc. 
ele. are made available to the people all 
over the country at a cheap and fixed price. 
At the same time stops must be taken to 
abolish the existance of black money. If 
stringent action is taken against the blaek-
marketeers, hoarders and profiteers then only 
the rise in prices can be checked. Other-
wise we will be discussing the same problem 
after some time again. The Government 
will also again defend itself with the statis-
tics etc. to show that the rise in prices 
is not so alarming. Both the ]ODg term and 
urgent measures numerated by me must be 
initiated forthwith to check the staggering 
rise in prices. With that I conclude. 

[English] 

SHRI SALEEM I. SHERVANI 
(Budaun) : Mr. Deputy Speaker, Sir. while 
voicing my concern at the present price rise 
of certain commodities, I would like to 
mention that there are certain situations 
which come about which are beyond one's 
control; for example. the price increase in 
petrol prices. as my colleague mentioned 
earlier that the government kad to pay Rs. 
1000 crores more for importing the sarno 
amount of "rude oll wbioh h did last )'OIl'. 
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Now. I would like tto mention about 
one commodity the price of which has gone 
up sharply and lot of members have voiced 
their concern about it and that is sugar. India 
is the largest producer of sugar-cane, but, 
at the same time, it is no! the largest pro-
ducer of sugar, and the reason for this is 
that though we are producing such huge 
quantity of sugar-cane, only 40 per cent of 
sugar-cane comes to sugar factory in a 
goodseason and only 30 per cent sugar-cane 
comes to the sugar factory in a lean seaSOfl. 
The reason for this that Khandsari and Gur 
manufacturers are making immediate pay-
ment and the fanner is prepared to supply 
bls surgar-cane to them sometimes at 40-50 
percent lower price Ihan what the sugar fac-
tories are paying. 

If the Government can review the sugar-
cane policy and go by the Centre advised 
prices, the companies would be in a better 
position to pay the prices and the farmers 
would be happy as they will be able to sell 
60 or 70 or 80 per cent of sugar cane to the 
factories. 

This is a long term policy, I would 
request the Goveroment to look into the 
whole sugarcane policy. 

As for as the immediate solution is 
concerned, as Prof. Dandavate has said, it is 
true that the sugar that is imported at a 
landed ccst of Rs. 2.50 per kg. is being sold 
at R:. 7 to Rs. 8 per kg. If the same sugar 
is diverted for being as levy sugar, and a 
portion of levy sugar is diverted to free sugar, 
then the supply position of free sugar will 
increase. At the same time the price of free 
sugar will go down and the joss that is 
taking place because of levy sugar can being 
diverted to free sugar very well compensated 
by the sugar that is imported. The Govern-
ment will still be making a profit, though 
lesser profit. 

As tbis is the first time that I have got 
up to speak in this House, I would like to 
thank all the bon. Members for listening to 
me. 

MR. DEPUTY -SPEAKER: It is a 
burning problem you have taken up. 

Prof. Nirmala Kumari Sbaktawat. 

[ Translalion] 

PROF. NlRMALA KUMARI 
SHAKTAWAT, (Chittorgarh) : Mr. Deputy 
Speaker, Sir, through you, I would like to 
submit to the hon. Finance Minister that 
after the presentation of the Budget for the 
year 1985-86, there has been a sharp increase 
in the prices. If we think about a house-
wife, we would find that the prices of all the 
commodities from cooking gas to milk and 
sugar which are used by here have increased. 
Today, there is increase in the prices of all 
the commodities. Jt has become very 
difficult for a poor man even to keep body 
and soul together and the condition of a 
middle class family has become all the more 
pitiable. 

It is corrcct that there is bound to be 
inflation in a developing economy, but if 
keeping this fact in view we do not take any 
specific measures to check inflation, it would 
be a matter of great concern for the people 
of our country, because be rides keeping in 
view the public interest we have to maintain 
a balance in our economy for the proper 
implementation of our plans. It is, therefore, 
most essential for us to have a control over 
inflation. If we failed to control inflation, 
all the proposed expenditure on Olr projects 
and plans would prove to be ilIosory. The 
inflation would bring to naught all our 
efforts. Therefore, this aspect has to be 
kept in mind. 

The condition of the people living below 
the poverty line is very pitiable. The 
condition of middle class families is also 
causing concern. You imagine how the 
housewife in a family, whose income is only 
Rs. 800 per month, can maintain her family 
and how her family budget is upset. 

You have furnished a lot of figures. 
The figures furnished by you do not reflect 
the reality, becau~e there is a lot of difference 
between the wholesale prices and the retail 
prices. If there is a slight decline in the 
wholesale prices, its benefit is rarely passed 
on to the consumer. But when there is any 
increase in the wholesale prices, [he increase 
in retail prices is instant and out of pro-
portion and the result is that the consumer 
has to pay mor.. The figures which you 
have furnished relate to the wholesale pri", 
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and as a matter of fact there is wide gap 
between the wholesale prices and the retail 
prices. Only a person who goes to the 
market to purchase consumer items, can know 
about real prices in the retail market. We 
should give serious thought to the increasing 
prices and its impact on the housewife 

With regard to I sugar, I would like to 
submit that despite its import, the prices of 
sugar are rising day by day and its prices 
have gone up to Rs. 8 or 9 per Kg. I 
would like to submit that althongh the sugar 
industry has been receiving protection since 
the British days, yet I fail to understand 
why a balance could not be established 
between its demand and supply even in a 
period of 75 years. The prices of su"ar in 
our country are vt'ry high in comparison with 
those prevailing in the international market. 
I would like to quote certain figures pertain-
ing to the last few months. The wholesale 
price of sugar in Bombay was Rs. 509 per 
quintal, whereas its price in London was Rs. 
167 per quintal. Efforts should be made to 
bridge such a huge gap. At present you are 
importing sugar at the rate of Rs. }60 per 
quintaL I would like to suggest that a 
buffer stock should be created with that so 
that whenever there is shortage of sugar, the 
prices could be coutrolled. 

Sir, I would like to make one more 
submission. you should have no hesitation in 
issuing licences to the new entrepreneurs who 
want to set up sugar factories. They should 
be allowed to set up sugar factories in co-
operative sector or in any other sector so 
that an improvement could be brought about 
in the condition of sugar industry and prices 
could also be brought down. Similarly, the 
prices of oilseeds and pulses are also causing 
concern. Today, when a housewife goes to 
the market to purchase pulses, she has to 
pay as much as Rs. 10 per Kg. Toohar Dal 
is being sold at Rs. 10 per Kg. Go to the 
market and see for yourselves the situation 

.. prevailing there. I would like to submit 
that steps will have to be taken to hold the 
price line. You are importing oilseeds. In 
order to encourage farmers to grow mor~ 
pulses they should be given subsidy and 
improved varieties of fertilizers and. seeds. 
The traders indulge in blackmarketmg by 
hoarding the stock and creating artificial 
shortale. Arrangements should be made to 
open Super Bazars in other cities also on the 

pattern of Super Bazars opened in Delhi in 
order to ensure supply of commodities at 
fair prices to the consumers. Fair Price 
Shops in villages never function. We have 
seen in our area that sugar, cloth. etc. are 
never made available to people through these 
Shops. It should be looked into. 

Besides, I would like to point out that 
black money has increased to enormously. 
You will have to adopt special measures to 
check it. Inflation is a cause of concern 
for the economy of any country. We shall 
have to check it. Only taken can we keep 
our economy balanced. We would have to 
implement our national plans properly. We 
would have to pay special attention to 
checking inflation and price rise in order to 
achieve the aforesaid objective. 

The hon. Finance Minister is an able 
and intelligent person. He has presented 
this year's Budget with great sagacity. I 
hope he will make special efforts to check 
inflation and price rise in order to provide 
relief to the oppressed cornman man. With 
thllse words, I conclude. 

STATEMENT RE : THE TRAGIC 
DEATH Of SHRI LALIT 

MAKEN, M. P. 

[English] 

THE MINISTER OF HOME AFFAIRS 
(SHRI S. B. CHAV AN): Sir, The House 
was informed Yesterday about the shooting 
incident in Delhi leading to the unfortunate 
demise of Shri Lalit Maken, Member of 
Parliament, his wife Smt. Geetanjali Maken 
and a visitor Shri Bal Krisban Khanna. 

I take this opportunity to inform the 
House about further details of this tragic 
incident. On 31.7.] 985 at about 10.28 
hours, information about an incident of 
firing at L/I06 Kirti Nagar. was received at 
Police Control Room from an unkown caller. 
The Police Control Room Van on being 
directed reached the SpOt at 10.36 hours. 
Meanwhile one Shri Roshan La1 had 
also informed the Police about this incident 
at 10.32 hours. The local police which had 
also been jpformeb adout tbis incidfpt TC'llcbed 


