LOK SABHA DEBATES

LOK SABHA

Saturday, February 27, 1993/Phalguna 8,
1914 (Saka)

The Lok Sabha met at Seventeen of the
Clock

[MR. SPEAKER in the Chaii]
(English)

MR. SPEAKER: May | welcome you to
this most important sitting of the Budget
Session? May | request the hon. Minister to
present the Budget?

THE GENERAL BUDGET, 1943-94
[English)

THE MINISTER OF FINANCE (SHRI
MANMOHAN SINGH): Sir, | rise to present
the Budget for 19393-94.

It is now twenty months since our
Government took office: twenty eventful
months inwhich we have worked ceasetessly

under the leadership of Prime Minister Shri
P.V. Narasimha Rao to overcome the very
ditficult economic sitvation we inherited. In
June, 1991, the economy was in the throes
of an unprecedented balance of payments
crisis. A savage squeeze had been imposed
on imports; international confidence had
collapsed; industrial produciion was falling;
and infiation was on the rise .

Thesense of crisis innowbehind us. We
have restored a measure of normalcy to our

external payments. The annual rate of
inflation has been reduced from the peak of
17% in August, 1991 to below 7%.
International confidence has been restored.
Agriculture has performed well in the current
year andindustrial proeduction is beginningto
recover. The growth of the economy, which
had declinedto 1.2%in 1991-92, is expected
to be around 4% in 1992-93. The economic
strategy we have followed, rasting on the
twin pillars of fiscal discipline and structural
reform, has been vindicated by the decisive
uptumn.

Fiscaldiscipline was necessary becauge
the Government had livedfortoo long beyond
its means. The rising fiscal deficits of the
Central Government were the root cause of
our balance of payments problem, rising
prices and high rates of interest. We have
made good progress by reducing the fiscal
deficitfrom 8.4% of GDP in 1990-91 to about
5% in the current year.

Policies of structural reform aimed at
increasing efficiency in resource use and
improving our international competitiveness
were crucial for providing a lasting solutionto
the payments crisis. 1 was necessary 1o
restructure our trade and industriaf policies,
encourage efficiency through greater
domestic competition, allow our producers
to have access to imports at reasonable
rates of duty, encourage foreign investment
and up- gradation of Indian technology, and
progressively integrate the Indian economy
with the world economy. Without these
reforms, Indiawouldfacethe certainprospect
of entering the 21st century as just about the
poorestcountry in Asia, | amconvincedthat
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the Indian peopie would never olerate such

an outcome. India's natural and human
resources entitle us to think in terms of
becoming a major powerhouse of the world
economy. Ourreforms are inspired precisely
by this vision.

The policy initiatives we have taken do
not in any way reduce our commitment to
ake care of the poor and the disadvantaged
in our society. On the contrary, we have
taken steps to minimise the burden of
adjustment on the poorand working classes.
We have disproved those professional
prophets of gloom who were predicting
millions-of people becoming unemployed as
a result of the reform process.

When we embarked on this path, we
knew that the benefit of our policies would
onlybeseenafterthreetofour years. Patience
is therefore essential. Nevertheless,
Honourable Members can take comfort that
the early results are centainly encouraging.
inflaticn is down and production is beginning
to recover. Fears of being swamped by
Imports as a consequence of liberalisation
have proved 1o be grossly exaggerated.
Desptte the virtualremoval of importlicensing
in 1992-93, total imports in 1992-93 in US
dollars are likely to be lowerthan in 1990-91.
Although the rupee has been floated for
most current account transactions, the market
exchange rate has remained relatively stable.
The investment climate has improved
considerably. Corporate capital issues by
non-Government public limited companies
in April-October, 1992 were 67 percenthigher
than inthe same period of the previous year.
Loans sanctioned by financial institutions in
the first ten months of 1992-93 were 49%
higherthan inthe same period of the previous
year, Foreign investors are showing active
interest in investment in many seclors,
including critical infrastructure sectors such
as power and petroleum. Since August 1991
the approvals given for foreign investment
proposals upto the end of January 1993
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amount 1o an equity Invesiment of § 2.3
dillion. These are of course only approvals af
this stage and actual flows will take time to
materialise, but they cenainly Indicate a
substantial potential for larger investment
inflows in the future.

Nevertheless, there is no reom for
complacency. Fiscal imbalances are still
large. The efficiency and resource generating
capacity of our public sector enterprises are
still very inadequate. Inflationary expectations
have not yet been fully purged from the
systemandinflationary pressure couideasily
build up again if fiscal discipline is relaxed.
The econamy is still vulnerable to external
shocks and loss of confidenca. The riots and
disturbances in Cecember 1992 and January
1993 have alsc taken their toll, by disrupting
domestic production and exports and by
casting doubts about the stability of our polity
and society and our determination to
persevere with the difficult task of economic
reform. We can ili afford such doubts. To
these who seek to divide our nation on the
basis of religion or caste, | would urge in the
language of the famous Urdu Poet Igbal:

“Sooni Padis Hui Hai Muddat Se Dil Ki
Basti

Aa Ik Naya Shivala Is Desh Mein
Banayen”.

As Indira ji once said, shed hatred not
blood.

The priorities foreconomic policy, atthis
critical stage of our economic restructuring,
are very clear:

We must continua with the fiscal
correction to ensure that inflationary
expectations are effectively curbed;
tothis end, thefiscal deficit both atthe
Centre and in the States must be
further reduced as a percentage of
GDP.

The roomfor fiscalmanoeuvergained
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by restraining exeenditura over the
past two years must be used to give
a strong fillip to development
expenditure in 1993-94, especially
torprogrammes of poverty alleviation,
rural development and the vital social
services such as educationandhealth.

The hesitant industrial recovery must
be converted into a strong revival in
1993-94, which can then be followed
by a vigorous boom in the last three
years of the Eighth Plan.

We must make further progress with
ourannounced strategy of tax reform,
moving to a simpler 1ax system, with
moderate rates and much greater
focus on compliance.

We must ensure that our economic
strategy gives full support 1o
agriculture on which the livelihood
and well being of the majority of our
people depend, and also 1o agro-
processing industries, which have
termendous potential for increasing
employment andincomeinruralareas.

Finally, exports mus! be made a truly
high priority national endeavour so
that we can move as quickly as
possible to managing the balance of
payments without the need for
continued exceptional financing from
abroad. As Jawaharalal Nehru
emphasised more than 30 years ago.
This is the only meaningful route to
self reliance.

The expenditure and tax proposals for
1993-94, which | will be presenting shortly,
have been tailored 1o meet these objectives.

Adequate availability of credit at
reasonable rates of interest will be critical in
converting this year's weak industrial recovery
into a strong revival next year. One factor

behind the inadequancy of credit for the
commercial sector ks the pre-emption of a
large proportion of banks’ resources by the
government at below-market rates of interest
through the Statutory Liquidity Ratio (SLR)
In 1992-93 we beganthe process of reducing
the SLR in order to release a larger volume
of resources for commercial lending. Our
objectiveis to reducethe SLRfurtherfroman
effective average level of about 36 percent at
present to about 25% over the next 3 years.
The precise phasing of the reduction will be
announced by Reserve Bank of India. taking
into account the emerging aggregate
monetary and credit situation.

The reduction in inflation achieved thus
far justifies a reduction in interest rates.
Accordingly the Reserve Bank of india is
separately notifying a reductlon in the
maximum interest rate on bank deposits
from 12% 1o 11%. Simultaneously, the
minimumlending rate of 18% oncommercial
advances is being lowered to 17%. It is my
expectation thatthe lowering of interest rates
will helpthe economic recoveryin the coming
year. As infiation abates, there will be scopg
for further reduction in interest rates.

No economic strategy can succeed in
our country which does not recognise the
central role ot agriculture in supporting broad-
based and equitable development. Qur
government is firmly committed 10 ensuring
that agriculture, agro-processing and rural
development are given top priority in the
design of economic policy.

A major instrument for encouraging
agricultural production and making it profitable
is the assurance of remunerative prices 10
the farmers. Procurement prices for the last
kharif crop and the forthcoming rabbi have
been handsomely raised to ensure that
farmers are compensated for increases in
the cost of inputs. it is also the policy of the
Government not to place administrative
restrictions on movements of agricultural



7. General Budget, 1993-94 . FEBRUARY 27, 1993 General Budget, 1993-94 8

products within the country. Our farmers
must have the full benefit of prices available
in the domestic market.

Agriculturalcredit is anothercritical input
for agricuttural, and more broadly, rural
development. The tlow of rural credit from
institytional sources is expected to jump
from Rs. 13,800 crores during 1992-93 to
Rs. 16,500 crore during 1993-94, anincrease
of 20%. NABARD's investment refinance
support 10 banks will increase by 22% from
Rs. 2,300 crore in the current year to Rs.
2,800 crore in 1993-94. Within this total,
NABARD has evolved aninnovative package
of measures 1o ensure special attention to
key priority areas. Term loans for minor
imigation will suppont the sinking of 3.75 lakh
wells and installation of 6 lakh pumpsets.
The rate of NABARD refinance of bank loans
is being increased 10 ¢ % in the case of
North Eastern States and alsp of investments
in 100% export oriented units in agriculture
and allied activities. NABARD will also take
up pilot projecls forintensive development of
rural industries in five selected districts with
an outlay of Rs. 125 crore. NABARD is
setting up a Venture Capital Fund, with an
initial corpus of Rs. 5crore, 1o assistnew and
innovative invesiments infarmand non-farm
sectors, and a Cooperative Development
Fund with an initial corpus of Rs. 10 croresto
help improve management systems and
skills in cooperative banks. In 1993-94, we
shall pay special attention to reVitalising the
agncullural credit systemwhich has sulfered
s0 much in the wake of so called loan were
scheme Sothal it becomes a more effeclive
instrument for increasing capital formation
and productivity in our agriculture.

Our strategy of gradually reducing the
high levels of prolection to Indian industry,
and integrating our economy with the world
economy, will clearly help Indian agriculture.
it will moderate the high industrial prices
which the farmer has to pay. It will also
ensure amose competitive exchangerate. at

which ouragricuttural and agro-based exports
will be much more profitable. | venture to
suggest to Honourable Members that inthe
medium terms, these changes will be far
more significant in favouring agricultural
producers than any programme. of special
subsidies could ever be,

In my Budget speech last year | had
indicated that the Government intended to
implement the recommendations of the
Narasimham Committee on financial secter
reform in stages. The securities scam which
was discoverad in April 1992 has revealed
certain weaknesses which add urgency to
the need for financial sector reform. A major
reforminitiatedlast year was the introduction
of new norms for income recognition, and
provisioning forbad debts andthe prescription
of new capital adequacy requirements inline
with internationally accepted Basle
Committee norms. the new norms willensure
that the books of the banks will reflect their

.financial position more accurately and in

accordance with internationally accepted
accounling practices. These changes will
improve our ability to evaluate the
performance of the banks and will also make
for more efleclive bank supervision in the
future.

Because of the new norms, however,
banks will have 10 make large provisions
amounting to over Rs. 10,000 crore for bad
anddoubtiul advances intheirpast portfolios.
As the provisioning nérms are belng
introduced in twp stages, the first impact will
befeltinthe yearending 31 March 1993, with
a further impact next year. The resulting
losses will eat into the capital of the banks,
which is already inadequate given the new
capital adequacy norms. In order to protect
the viability and financial health of the Indian
banking system | am therefore making
provision for a large capital contribution of
Rs. 5,700 crore to the nationalised banks in
1993-94 to meet the gap created by the
application of thefirst stage of the provisioning



9 General Budget, 1993-94 PHALGUNA 8, 1914 (SAKA) General Budget, 1993-94 16

norms. There will be no immediate netoutgo
from the budget, however as the
Government's contribution is in the form of
Governmentbonds; butthe interest payment
onthesebonds, andtheir ultimate redemption
will be a real burden on the budget in future.
This is the price we have to pay for having
long tolerated management practices in the
banks and types of lending which paid
inadequate attention to portfolio quality and
recoveries. | may add that while undenaking
such a large injection of capital into the
banks, specific commitments will be required
from each bank to ensure that their future
management practices ensure a high level
of portfolio quality so that the earlier problem
does not recur.

Even this large injection of capital will
only solve the immediate problem. Additional
losses will arise because of the secondstage
of provisioning next year. Besides, the capital
adequacy requirements are also being
introducedin aphased mannerandthere will
be additional capital needs onthis accountin
1994-95 and 1995-96. This burden cannot

be bome entirely by the budget without

eating into scarce resources which are
desperately needed for development,
especially in the rural areas. Government
has, therefore, decided that the State Bank
of India, as well as other nationalised banks
which are in a position to do so, will be
allowed to access the capital markets to
raise fresh equity to meet their shorifall in
capital requirements over the next three
years. The additional capital thus mobiised
will help our banks to expand their lending

" which would otherwise be constrained by
capital inadequacy. Government will,
continue to retain majority ownership, and
therefore effective control, in the public sector
banks. Necessary legisiation to give efiect to
this decision will be introduced later in the
year.

i banks are to make provisions for bad
debts, they must aiso be able to realise the

security on their bad debts. At present the
legal process for realising bank dues is
tortuous, and cases take several yearsinthe
courts. Government has, therefore, decided
to set up Special Tribunals to expedite legal
action by the banks to enforce recoveries.
Legislation to this effect will be introduced in
the course of the year.

The securities scam has also revealed
weaknesses in the existing system of
supervision of banks. Following the
recommendations of the Narasimham
Committee, Reserve Bank of India has
decided to strengthen its supervisory
arrangements by settingup aseparate Board
for Financial Supervision within the Reserve
Bank.

Parallel with reforms in the banking
system we are vigorously pursuing reforms
inthe capital markets. We must ensure that
trading and settiementtake place with speed
and transparency under appropriate rules
and regulations designedtoensuyre adequate
protection for investors. The Sezurities and
Exchange Board of India, which was given
statutory status and powers nearly twelve
months ago, has been entrusted with the
task of bringing about this transition. As
promised in my last Budget speech, the
office of the Controller of Capital Issues inthe
Ministry of Finance has been abolished, and
almost all powers under the Securilies
Contract (Regulations) Act have been
delegated or transferred to SEBL.

Severalimportant steps have beentaken
in the current year to reform the capital
market. Rules and regulations have been
notified to deal with insider trading, the
operation of mutual funds, registration of
brokers, merchant bankers and other
intermedianies. The scheme for allowing
Foreign institutional Investors toinvestinthe
capital markets announced in my last Budget
speech has been implementedand a number
of approvals given. Several private sector
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mutual funds have recently been given
clearances by SEBI. A company has been
incorporated for the establishment of a
National Stock Exchange which is expected
to operate as a model stock exchange with
member brokers all over the country trading
in the gxchange through modern
telecommunication faciltties. Proposals are
also being considered for the establishment
of a centralised depository with a National
Clearance and Settlement System.

We are determinedtoensure that further
reforms of the capfital market areimplemented
in the course of 1993-94 so that the capital
market can mobilise adequate fu ds for
investment. On the basis of experience
gained, the Government has decided to
amend the Securities and Exchange Board
of India Act to give SEBI additional powers in
order to increase its effectiveness.

With reforms underway in the banking
sec r and in the capital markets, it is
necessary to address the need for similar
reforms in the insurance industry aimed at
introducing a more competitive environment
subjectto suitable regulation and supervision.
| propose to appoint a High Powered
Committee to go into these issues in depth
and submit its recommendations within six
months.

In my Budget speech last year, |
announced the introduction of a new system
of exchange rate management under which
adualexchangerate regime wasiniroduced,
andimport licensing was eliminated on most
items of capital goods, raw materials,
intermediates andcomponents. These items
became freely importable against foreign
exchange purchased in the market. The
systemhas worked{airly welland the market
exchange rate has been remarkably stable.
The existence of a dual rate, however, hurls
exporters andotherforeign exchange earners
who have to surrender 40% of their earnings
at the official rate, getting the benefit of the

higher market rate on only 60 percent. Many
exporters have said that this amounts to 3
tax on exporters of goods and services
whose continuation cannot be justified at a
time when exports must receive our top most
support. There is merit in this point of view,
and the experience of the past year gives
ground for confidence that we can unify the
exchange rate and still manage the balance
of payments with a reasonable de jree of
stability in the exchange rate. The
Government has therefore decided to
eliminate the dual rate arrangement. All
exporters, as well as otherforeign exchange
earners such as our workers abroad, will
henceforth be allowed to convert 100% of
their eamings at the market rate. Allimports
willalso h “nceforth have to be paidforat the
market rate. The details of the new system
are being notified sparately. by Reserve Bank

- of India. | expect that this measure will give

a major boost to exports, and will further
encourage foreign exchange flows into
officials channels. Indian workers, wouking
abroad, particularly from States like Kerala
have made an immense contribution to the
strengthening from balances of payments.
The elimination of the dual rate signifies our
deep appreciation for their contribution.

Several othersteps are also beingtaken
1o stimulate exports. The Commerce Ministry
is raeviewing the list of items whose exports
are subject to one or other restriction with a
view 10 removing as many restrictions as
possible. The Resarve Bank of Indiais taking
steps 1o ensure that adequate credit will be
available for exponts, Banks have already
beenaskedto ensurethatexport credit must
amount o atleast 10% oftheirtotaladvances.
The interest rate on rupee export credit is
being reduced by one percentage point. As
afurther measure of supportfor exports, the
interest tax will ba waived in the case of
export credit from banks. This will permit
some additional reduction in the rates of
interest on export credit. | will have more 16
say on incentives for exporters when lcome
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10 the tax proposals in the latter part of my
speech.

Q\ new policytowards foreign investment
has been an integral part of bur strategy of
modernising the economy, and establishing
global linkages which will be of critical
impartance in the emerging wgyld economy.
| have already mentioned that the initiatives
taken in this area thus far have yielded
encouraging results. | have no doubt that as
our reforms proceed and gain momentum,
we can expect to attract a substantial share
of the private investment that is presently
flowingto many developing countries in Asia
including China and Vietmam. The
Government has signed the Multiiateral
Investment Guarantee Agency (MIGA)
convention and we expect to join MIGA
formally as soon as membership procedures
are completed. Several countries, including
the UK, Germany and the United States,
have expressedaninterest in signing bilateral
investmenttreaties with us. The Government
has indicated a willingness to enter into
bilateral negotiations on this issue.

Industrial modernisation, and especially
the creation of internationally competitive
industries, requires a massive expansion of
and qualitative improvement in our
infrastructure. This is especially irue of power
generation, telecommunications and roads.
Traditionally, these/areas hawe been the
preserve of the public sector, Substantiadl
expansion of publicinvestmentinthese areas
is certainly necessary. However, the needs
of the country are far beyond the capacity of
the public sectortodeliveronlyin areasonabla
time frame. The Government has, therefore,
adopted apolicy of encouraging private sector
involvement and participation in these areas
to supplement the efiorts being made by the
public sector. In order to altract such
investment it will be necessary to make
changes in policies, procedures and the
regulatory framework in these sectors. The

Government proposes 1o nfake suchchanges
as the need arises.

Overthe pasttwo years, we have taken
several steps to remove unnecessary
bureaucraticinterference in economic activity
in order to create an environment in which -
the energies of our people can be hamessed
to maximise innovation, production and
growth. However, | am constantly told that
despite liberalisation at the policy leval, our
procedures in many areas remain archaic
and cumberseme. Many of our laws also
need thorough review to bring them-in line
with the emerging economic enviranment.
The Government has therefore decided that
a special review group will be constituted in
each Ministry to make a review of existing
laws and procedures to identify changes
needed inthe light of the new policies. |hope
the State Governments which have acrucial
role to play jn promoting development and
investment in the new environment will also
take similar steps at their end.

Let me nowturntothe revisedestimates
for 1992-93

We have tried to maintain strict control
over expenditure, but certain increases over
the Budget estimates were unavoidable. An
additional provision of Rs. 1,500 crore hasto
be made for food, fertiliser and expon
subsidies. The additional requirement of food
subsidy is because of the delay in increasing
issue prices 1o absorb the impact of higher
procuremant prices. The higher provision for
export subsidy is because of settiement of
claims in the pipeline for cash compensatory
support and continuance of benelits for
deemed exports. In respect of fertilisers the
increase is due to the reduction in prices of
urea and higher input costs. In addition, |
have provided Rs. 340 crore as one-time
assistance to farmers for purchase of
fertilisers whose prices were decontrolled.
Ministry of Home affairs has to be provided
additional funds for meeting security-related



15 General Budget, 1993-94  FEBRUARY 27, 1993  General Budget, 1993-94 16

expenditure in the wake of disturbed
conditions in certain parts of the country.
While an assessment of the actual
requirements is being made, | have for the
present included in the Revised Estimates
an additional provision of Rs. 285 crore. If a
further provision becomes inescapable, we
shall come to the House for the necessary
Supplementary Grants. These and other
increases have been offset by a reduction of
Rs. 1,300 croreinthe requirements forloans
to States against small savings collections.
The decline in small savings collections has
been a matter of concern and Government
has taken measuras to improve the rate of
retum to the investors. As a consequence,
the collections now have shown an uptrend
in recent months. As a result of all these
developments, total non-plan expenditure is
higher by Rs. 3,278 crore as compared with
the Budget estimates,

On the plan side, there is anincrease in
budgetary support for the Central Plan for,
certain important sectors. An additional

provision of Rs. 630 crore is being made for .

the National Renewal Fund, which is a key
elementinour strategy for economic reforms.
Similarly an additional provision of Rs. 250
crore has been made for strengthening
schemesin the social sectors such as Health
and Family \'/e!fare. The provision for Rural
Development is being augmented by Rs.
500 crore.

Central assistance to State and Union
Teritory Plans is being augmented by Rs.
1,228 crore mainly for extremely aided
projects where the pace of implementation
justifies an allocation larger than inthe Budget
Estimates.

Agains! these additional expenditures,
revenue receipts have also been higher
because of better tax collections and higher
royalty on offshore crude oil. Capital receipts
are lower than in the Budget Estimates; but

this is offset by the higher receipts from 364-
days treasury bills, which is anew instrument
designedto develop amarketforGoveinment
securilies.

The total receipts in the Revised
Estimates are Rs. 1,17,524 crore compared
toRs. 1,13,696crore inthe Budget Estimates.
The Budget deficit is estimated at Rs. 7,202
crore and the fiscal deficit for the year is now
placed at Rs. 36,722 crore. These figures
are somewhat higher than envisaged in the
Budget Estimates butthey are withintolerable
limits for macro-economic stability.

| now turn to the Budget Estimates for
1993-94.

The resource constraints facing us last
year imposed a tight lease on the
development programmes we could finance
in 1992-93. The total size of the Central Plan
in 1992-93 (BE) was only 12.6% higher than
in the previous year. With the improvement
in the fiscal situation achieved in the course
of 1992-93, and the modemation in inflation,
we are now in a position to give aboosttothe
development Plan, while ensuring continued
improvementin the fiscal deficit. Accordingly,
the Central Plan outlayfor 1993-94 has been
fixed at Rs. 63,936 crore which is almost
32% higher than the figure of Rs. 48,407
crore in 1992-93.

The Central Plan will be financed to the
eftent of Rs. 23, 241 crore from budget
s 'pport which is almost 26 per cent higher
than the budget support of Rs. 18,501 crore
in 1992-93. The balance of the Central Plan
outlay of Rs. 40,695 crore will be met from
internal and extra-budgetary resources
compared with Rs. 29,906 crore in 1991-93,
representing a step-upof 36%. | amproviding
Rs. 18,010 crore for Central assistance for
States and UT Plans in 1993-94 comparedio
Rs. 16.111 crore in 1992-93. The total
budgetary support from the Central
Govermnment Budgetto the Central and State
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Plans increases by almost 19% from Rs.
34,612 crore in 1992-93to Rs. 41,251 crore
in 1993-94.

The large increase in budget support for
the Plan has enabled a substantial step-upin
Central Plan programmes in the vital social
sectors and ruraldevelopment which depend
upon budgetary resources. The outlay for
the Department of Rural Development next
year has been enhanced by a massive 62%
to Rs. 5,010 crore. Both employment
generation and capital formation in rural
areas will receive a major boost as a result.
The allocationforthe Jawahar Rojgar Yojana
' being increased to Rs. 3,306 crore
compared with the current yeac's level of Rs.
2,046 crore. This is aimed at creating 11000
million man days of employment. It is
proposed to train 3.5 lakh young persons in
rural areas under the Training of Rural Youth
forSelf Employment (TRYSEM)programme.
For the rural water supply programme, the
provision has been increased substantially
from Rs. 460 crore in 1992-93 to Rs. 740
crore next year. Higher atlocations have also
been provided for the Integrated Rural
Development Programme. The programmes
of decentralised planning and development
will receive a massive stimulus as a result of
the sirengthening of Panchayati Raj
institutions as envisaged in the Constitution
(72 amendment) Bill, 1991. We are firm in
ourresolve to realise the dream cf Shri Rajiv
Gandhito make Panchayti Rajinstitutions as
vibrantinstrument for promoting participatory
development and social justice.

The cevelopment of human resources
is given high priority in the Eighth Plan;
Hon'ble Members are also aware the
education is an area which is also very close
to my heart. | am, therefore, particularly
happy to announce that the outlay for
education is being increased from Rs. 952
crore o Rs. 1,310 crore, which is a step up
of 37.6%. Universal provision of primary
education and adult literacy of satisfactory

quality, Particularly forgirls, is apre-requisite
for the modernisation of our economy and
oursociety. lamhappytoinform Honourable
Members that our total literacy camoaigns
are breaking new grounds, and are now
being implemented in 182 districts covering
approximately 430 lakh adult leamers. A
new scheme is being launched for the
improvement of primary education in
educationally backwarddistricts and in district
where the total literacy campaigns have
been successful, leading to an enhanced
demand for primary education. In these
districts, districts specific and population
specific plans for achieving universalisation
of elementary education are being prepared.
Twenty to twenty-five districts out of about
200 educationally backward districts where
female literacy is below national average, will
be taken up for preparation of districts plans
in 1993-94. In the sphere of higher and
technical education, modernisation and
upgradtion would receive high priority
Keeping in view the aspirations of the North-
Easternregion, the Government has decided
to set-up a university in Nagaland and an
Indian Institute of Technology in Assam

For Health, the provision is Rs. 483
crore, which is 60% higher than the level of
Rs. 302 crore inthe current year's Budget. A
major part of the provision will be for national
prcgrammes for control of communicable
and other diseases. The Family Welfare
programme is of overriding national
importance; the provision under this headis _
being stepped up from Rs. 1,000 crore for
the current yearto R. 1,270 croreforthe next
year. A programme to improve the quality of
family planning services in Uttar Pradesh is
being launched at a cost of US $ 325 million,
with assistanee from USAID. In addition,
with the aim of reducing maternal mortaily,
under the Social Safety Net Scheme,
‘assistance will be provided for improvement
of infrastructure at Primary Health Centresin
90demographically backward districts of oiir
country.
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The National Commission for Women
set’up last year is looking into various
important issues relating to women. For the
integrated child development services the
provision is Rs. 474 crore compared to Rs.
360crore inthe current year. This willenable
us to strengthen considerably the
infrastructure setup of thisvitalscheme. The
provision for the Ministry of Welfare has
been increased from Rs. 530 crore to Rs.
630 crore. This includes Rs. 73 crore for the
liberation and rehabilitation of Safai
Karmcharis. A provision of Rs. 247 crore has
been made for special General assistance
for Scheduled Castes component plan. The
operations of the National Scheduled Castes
Finance and Development Corporation and
the National Backward Clases Finance and
Development Corporation will be further
expanded.

The Government regards agriculture as
a sector of prime importance for the national
economy. The budgetary allocation tor the
plan schemes of the Ministry of Agriculture
including Animal Husbandry and Dairying is
theretore being increased by 36% from Rs.
1,408 crore 1o Rs. 1,918 crore. In addition,
the bulk of the outlay on agriculture is in the
State Plans.

The requirements of the infrastructure
sectors such as Petroleum and Natural Gas,
Power, Telecommunications, Railways and
Transport have also not been neglected.
Investment programmes in these sectors
are implemented through public enterpri$es
or departmentally run commercial
undertakings and these organisations are
expectediofinancetheir plan outlay through
theirinternal and extra budgetary resources.
The plan outlay for Petroleum and Natural
Gas has been nearly doubled to Rs. 12,114
crore from the current year's level of Rs.
6,208 crore. The outlay for Power has been
Increasedby 22%IromRs. 5,167 croreinthe
current year to Rs. 6,269 crore. The outlay
for Chemicals and Petro-Chemicals has also
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been stepped up from Rs. 763 crore to Rs.
1,206 crore. The Plan outlay forthe Railways
has been increased from Rs. 5,700 crore to
Rs. 6,900 crore including Rs. 400 crore for
the Konkan Rallway Construction Corporatig.
Ltd.

Tuming to non-Plan expenditure, | would
like to draw the atiention of the House to the
tremendous burden of interest payments.
The provision for 1993-94 on this account is
Rs. 38,000 crore compared with Rs. 32,500
crore in the current year. The high interest
burden is due to the rising volume of
government debt, which itself reflects the
large fiscal deficits of the past, incurred year
after year. However, with the contemplated
reductionin the fiscal deficitandhence inthe
Government's borrowings, the growth of this
item is expected to decelerate sharply by
1955-96.

For Defence expenditure the provision
hasbeenincreased fromRs. 17,500 crorein
the current year to Rs. 19,180 crore next
year. The requirements on account of
fertilisers and export subsidies will be
significantly low reflecting the impact of the
measures already laken to rationalise these
subsidies. the expenditure onthe Farm Loan
Waiver scheme will be Rs. 500 crore; with
this, the Government's commitment for
payment under the scheme which started in
1991 will be fullilled. lam providing Rs. 3,000
crore for food subsidy as against Rs. 2,800
crore in the current year. It will be the
endeavourtokeepihe burden offood subsidy
at a reasonable level and to ensure at the

. s me time that the vulnerable sections of

society are fully protected. Excluding the
expenditure on interest, the provision for
other non-plan expenditure in 1993-94 is
aboutRs. 3,180crore lowerthanthe Revised
Estimates forthe current year. As in previous
years, no separate provision is being made
foradditionaldearness allowance which may
become payable next year. The additional
expenditure on this account will have to be
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absorbed by allMinistries within the approved
budget provision.

Coming to receipts, gross tax revenues
atthe existing level of taxation are estimated
atRs. 89,389 crore compared to Rs. 78,782
crore in the current year. States’ share of
taxes next year is estimated at Rs. 22,590
crore as against Rs. 20,525 crore in the
current year's Revised Estimates. |lamtaking
a credit of Rs. 3,700 crore for market
borrowings as against the current year's
level of Rs. 3,670 crore. External assistance,
net of repayments, is estimated at Rs. 6,819
crore as against Rs. 5,374 crore in the
current year. Net small savings collections
next year are estimated to reach the current
year's level of Rs. 5,500 crore despite haavy
maturities falling due next year. As in the
currency years RevisedgEstimates, | am
taking credit of Rs. 3,500 crore for receints
from disinvestment of equity in public
enterprises. Total receipts at the exisling
levels oftaxation are estimated at Rs. 130,990
crore and total expenditure at Rs. 131,323
crore leaving a gap of Rs. 333 crore.

* Inowturn to the tax proposals for 1993-
94.

In framing these proposals | have been
acutefy conscious of the conflicling
requirements of comprehensive reform of
the tax structure on the one hand, and the
needto protectrevenues tofinance the large
increase in the development Plan, on the
other. Last year significant reforms were
made in personal income taxation based on
the recommendations of the Chelliah
Committee. Reform of corporate taxation
was deferred wuntil the detailed
recommendations of the Chelliah Committee
were received. These have since been
received. The Committee has also recently
submitted lts final report on Indirect taxes,
recommending significant reduction In
customs duties as well as rationalisation and

simpiification of excise duties.

| accept the broad thrust of the Chelliah
Committee’s recommendations on bothdirect
andindirect taxes. We must move as rapidly
as possible to aregime of moderate tax rates
in directtaxation, which willencourage better
compliance especially if supplemented by
efforts at broadening of the tax base. We
must also moveto a regime of low to moerate
customs duties which is essentialfor efficient
and competitive industrialisation of India.
Our excise duties should also be simplified
with fewer rates and our long term aim
should be to move to a Value Added Tax
System as Is the care in most countries,
Hawever, a nationwide value added tax
systemcannotbeintroducedovernight. There
has to be a broad agreement among the
Centre and the States on the design.cf such
a system. In order to promote intormed
discussion and debate, | am requesting the
Nationaiinstitute of Public Finance and Policy
1o prepare the design cf a possible value
added tax system.

Although allthe major recommendations
of the Chelliah Committee are important,
they cannotbe implementedimmediately for
the simple reason that tax reform, which
typically involves lowertax rates collected on
a broader base, often involves a loss of
revenueinthe shortrun. Fiscalexpertstelius
that the fosses of revenue willbe made upin
the medium term, but there is no guarantee
thatthiswill happenimmediately, andFinance
Ministers have to look after the short term ¥
they want to survive in the medium term. !
hope the House will agree with me that a
phased transition is needed.

A key issue in phasing the transition is
whather tc do a little on all fronts or to make
decisive changes in certain areas, with a
clear declaration of progress to be made in
otherareas infutura. | have thought over this
matter carefully and | feelthat decisive action
in critical areas is more important than
marginal improvements on all fronts. The
most critical area for action at present s
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customs duties. Despite the adjustments in
customs duties in the last two budgets, our
duties are still much higher than in most of
ourcompetitor countries, especially oncapital
goods. With these duties, and the resulting
high capital costs, our producers will never
be abletocompete inworld markets. Norcan
we expect new investment, both domestic
and foreign, to flow into areas with export
markets in view, if high customs duties make
them' uncompetitive. Yet it is such
investments that we need most at present it
we want to reduce our dependence on
external assistance. We cannot and must
not continue with the approach of setting up
industries aimed solely atthe domestic market
in the belief that replacing imports ipso facto
contributes to self reliance, without
considering at what cost we are effecling the
replacement. In fact, replacement at unduly
high cost contributes to inefficient
industrialisation, an inability to expand
employment and inability to export and a
permanent dependence on external
assistance. We must take a bold initiative in
this area while taking due care to protect the
legitimate concerns of ourindustry. Normally,
the revenue loss fromcustoms duty reduction
could have been made up through higher
excise duties. However, there aro compelliing
reasons forrationalising and reducing excise
duties overawide range ofindustries because
many of our duties are for too high and parts
of industry are also suftering from
recessionary conditions. ’

In these circumstances, Hon'ble
Members will appreciate that | have rather a
limited room for manoeuvre in the area of
direct taxes. Major reform of the corporate
tax structure, along the lines recommandad
by the Chelliah Committee is undoubtegly
desirable. However, forthereasons indicated,
it will have to be postponed to the next year.

However, | have certain proposals which
cannot waft. The North Eastern region is the
most beautiful part of our country. But it is

industrially the most backward. Nearly two
years ago, the people of Assamowned up a
homeless Finance Minister and sent him to
Parliament as one of their representatives.
More recently, the people of the neighbouring
States of Nagaland and Meghalaya have
shown great wisdom and foresight in their
voting behaviour for elections to the State
Assemblies. | feel | have an obligation to
help. Let it be widely known that voting
Congress (1) is good politics as well as good
economics. | propose to give a special
stimulus to new investment in the North
Eastem region and other States in which all
the districts are industrially backward.
Accordingly, | propo.. - to give afive-yeartax
holiday, commencing from the year of
production, for new industrial undertakings
located in all the North-Eastern States,
Jammu &- Kashmir, Himachal Pradesh,
Sikkim, Goa alld Union Territories of the
Andaman and Nicobar Islands, Dadra and
Nagar Haveli, Daman and Diu, Lakshadweep
an Pondicherry.

ANHON. MEMBER: Tripurais notthere.

SHRI MANMOHAN SINGH: Tripura is
there.

SHRI SOMNATH CHATTERJEE
(Bolpur): Because of the performance of the
Government there. '

SHRI MANMOHAN SINGH: | come to
another subject. Lenin once said that
socialism is elactricity plus the Soviets. We
do not need the Soviats but Lenin was
certainly right in the importance he attached
to electricity in. modernising the economy.

Electricity is a critical input for the future
growth of our economy. | therefore propose
tointroduce afive-yeartax holiday in respect
of profits and gains of new industrial
undertakings set up anywhere in India for
either generation or generation and
distribution of power. Thefive-yeartaxholiday
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will begin from the year of generation of
power.

The five-year tax holiday, in both these
cases, will be part of section 80-1A of the
Income-tax Act. At the end of the five-year
period, these units will be entitled to the
existing deduction varying from 25 to 30%
under section 80-1Aforthe remaining period.

To promote a cleaner and healtheir
environment, | proposeto allow depreciation
admissible on plant and machinery relating
to environment protection and pollution
controlat 100 per cent. Instead of the existing
40percent. of capitalcostunderthe lncome-
tax Rules.

Hitherto, our institutions of higher
learning have been almost entirely dependent
on Government funds. As Governmentfunds
are limited, we must find ways and means of
supplementing the funding available to our
Institutions of higher leamning from industry.
This will also bring them closer to industry
andmore responsivetoits needs. |, therefore,
propose 1o raise the income tax czduction
given to contributions to approved
universities, institutes of technology, institutes
of management and equivalent institutions
from 50 per cent. at present to 100 per cent.

A strong science andtechnologybaseis
an essential prerequisite for a modern,
progressive economy. Indian scientists and
lechnologists have proved, time and again,
that they are second to none in the world,
given the right work atmosphere, prcper
motivation and adequate facilities. Indian
industry needs to spend a lot more on
research and development. In doing so, |
would encourage industryto make use ofthe
vast facilities offered by our national
laboratories and research institutes. To that
end. | propose to -introduce a weighted
deduction of 125 per cent. of the contribution
out of income from business or profession
for research programmes in approved

nationallaboratories andinstitutionscarrying
outresearch anddevelopmentinnatural and
applied sciences. This weighted deduction
will be available only for research
programmes determined by the users and
the producers of research, and approved by
the prescribed authority.

| propose to extend the five-year tax
holiday under section 10A of the Income-tax
Act, at present available to units set up inthe
Free Trade Zones, to units setupin Software
Technology Parks and Electronic Hardware
Technology Parks. In July, 1991, | had
introduced a 100 per cent. deduction for
three years in respect of income derived

.from export of software. Software exports

have done well and | propose to extend the
concession for one more year i.e. for
assessment year 1994-95.

Underthe scheme for permitting Foreign
Institutional Investors in our capital market,
we had indicated that such investors would
be liable to tax at 20 per cent. on investment
income and 10 percent. on long term capital
gains. lalsoproposetoextend aconfessional
rate of tax of 30 per cent. in respect of short
term capital gains for such investors.

As | have already mentioned, a
substantial reform of personal taxation was
carried out last year based on the
recommendations of the Chelliah Committee.
| propose to leave the rate structure and
exemption limit unchanged and make only a
few modifications.

Last year, because of severe resource
constraints, | was compelled to retain the
surcharge on personal income above Rs. 1
lakh at 12 percent. | had hopedto be able to
remove the surcharge in the current yearbut
I am constrained to.continue with it for one
more year. However, | propose to raise the
standard deduction available from wage and
salarysources. fromRs. 12,0000 Rs. 15,000
and the standard deduction for working
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women with incomes to Rs. 75,000 from Rs.
15,000 to Rs. 18,000,

In recognition of the hardship to old
people in these days of inflation, | had given
ataxrebate of 10 percent. last yearto senior
ci zens whose gross total income is below
Rs. 50,000. | now propose 1o raise the tax
rebate to 20 per cent. and further increase
the income limit from Rs. 50,000 to Rs.
75,000.

Last year, | had announced that a
scheme forgiving Advance Rulingsin respect
of transactions involving non-residents would
be worked out. The scheme has been drawn
up and | am bringing forward legislative
proposals for the creation of a statutory
authority, headed by a retired Judge of the
Supreme Court. | do hope that the scheme
will be welcomad by non-residents.

Ipropose toextendthe simplifiedscheme
of presumptive taxation introduced last year
1o include small road transport operators
operating, hiring or leasing one transport
vehicle.

Payments made under Voluntary
Retirement Schemes to public sector

employees were fully exernpt from income .

tax; last year | extended this exemption to
private sector employees. | propose now to
extend this facility to empioyees of statutory
authorities and local authorities as well.

Recognising thetrauma of bringing up a
handicappedchild, | had, lastyearincreased
the deduction permissible for guardians of
handicapped dependents under the income-
tax law from Rs. 6000 to Rs. 12000. | now
propose to further raise this deduction to Rs.
15000. 1 also propose to allow a deduction in
respect of income of handicapped minors
clubbed with the income nf thelrparenttothe
full extent of the child’'s income upto a
maximum of Rs. 20,000.

In my first Budget Speech inJuly, 1991,
I had proposed the setting up of the National.
Foundation for Communal Harmony to
provide assistance to the unfrtunal children
of families affected by communal riots. The
Foundation has since beenestablishad under
the aegis of the Home Mimistry. Inow propose
to extend the benefit of 100 per cent.
deduction under section 80G of the Income-

- tax Act in respect of donations made to the

Foundation. | also propose to exempt the
income of the National Foundation for
Communal Harmony fully from income tax.

At present, charitable trusts and
institutions have to seek approval every
three years from the Commissioner of
Income-tax in order that donations to them
are eligible for tax exemption. To reduce
paper work and simplify the procedure, |
propose to increase the maximum period of
approval by the Commissioner 1o five
assessment years.

Iwould liketo see Indiagain prominence,
notonlyin the globaleconomy, butalsointhe
world of sports. There are provisions in the
Income-tax Actto allow exemption inrespect
of income of approved sports associations or
institutions andtogrant 50 per cent. deduction
in respect of donations made to them. |
propose toamendthe rulesrelatingto eligible
projects or schemes under section 35AC of
the Acttoinclude promotion of sports insuch
activities. This would provide 100 per cent.
deductionin respectof spending on approved
sports projects and Schemes.

Last year, | had proposed the setting up
of a National Court of Direct Taxes for
expeditious settiement of litigation in direct
tax matters. The proposal has been examined
in detail and | hope soon to bring forward
legislation in this regard. in regardto a Direct
Taxes Code, the Govemmentwilitake afinal
view, taking Into account the
recommendations of the Chelliah Commitie8

on the subject.
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The Weaith-tax Act was considerable
recast last year andthe basis of taxation was
shifted from wealth 1o unproductive assets.
There has been persistent demand that a
residential dwelling is a universal necessity
and should not be subjected to wealth-tax.
Hence, | pfopose to exempt the value of one
residential house or part thereof from the
levy of wealth-tax.

Last year, | had exempted residential
houses, motor cars, etc. held as stock-in-
trade from the levy of wealth-tax. | now
propose tc exempt urban land held as stock-
in-trade. However, to discourage speculation
in the guise of stock-holding, | propose to
restrict the exemption to three years
beginning from the year in which the land is
_acquired. ’

The exemption limit for purposes of giif-
tax was fixed at Rs. 20,000 many years ago.
| agree with the recommendations of the Tax
Reforms Committee that this limit needs to
be revised and, therefore, propose to raise it
to Rs. 30,000.

Gifts made by apersontoanydependent
relative in respect of marriage of the relative
is exempt from gift-tax only up to Rs. 10,000,
whereas vast expenditures on ostentatious
marriage go scot-free. In orderto encourage
savings andproductiveinvestment. | propose
to raise the exemption limit at the time of the
marriage of a dependant relative from Rs.
10,000 to Rs. 30,000.

As anincentivetothe export drive which
has to be kept up at all costs, | propose to
exempt all banking companies fromthe levy
of Interest-tax on export credit provided by
them.

-The various changes that | have
proposed would result in a loss of Rs. 300
crore of which the States’ share would be
Rs.. 194 crore. The amount involved is very

small-lessthan 2 percent. of the gross direct

tax collections. | am ignoring it in the
expeciation that betfer tax collection would
cover this loss.

I now tum to my proposals relating to
indirect taxes.

Since 1973, we have been levying a
separate auxiliary duty in addition to tha.
basic customs duty. In order to simplify the
tariff structure and the assessment process,
| propose to do away with the separate
auxiliary duty and merge it with basic duty.

Ourfirstpriority in restructuring customs
duty should be in the area of capital goods
and project imports since these duties affect
the incentives for new investment. Last year
the duty on projects and general machinery
was brought down from 80% to 55%. This is
stilltoo high compared with rates incompetitor
countries and afurtherreduction is necessary.
I therefore, propose to lower the import duty
on projects and general machinery to 35%.
Projects in certain priority sectors such as,
power, coal mining and petroleum refining
cumrently attracta duty rate of 30%. Ipropose
to reduce the rate to 25% in the case of coal
mining and petroleumrefining. In view of the
special importance of the power sector, the
duty on power projects is being reduced tQ
20% and this rate is also being extended to
machinery required for modernisation and
renovation of power plants.

The House can rest assured that in
restructuring duties on capital goods, | have
made every effort to protect the legitimate
interests of domestic capital goods industry.
We have had extensive discussions with
various Ministries as well as representatives
of concerned industries. In order to ensure
that lower duties on imported machinery do
not hurtthe domestic capital goods industry,
it is necessary to lower the import duty on
these components, to enable our

‘manufacturers to compete effectively. |

therefore, proposeto reduceto 25%the duty
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on components of general machinery which
presently Is elther 40% or 35%. In order,
however, to ensure that domestic Industries
producing such components are not
adversely affected, | propose to impose
countervailing duty on such components at
10%withfull facility of set-off under MODVAT.

At present there are a number of other
capital goods, including various types of
machine tools, which attract different rates
of duty in the range of 60% to 110%. There
are also instruments which attract duties
varying from 40% to 110%. | propose to
rationalfise this structure into three duty rate
slots, viz., 40%, 60% and 80%. The
rationalisation involves generally a duty
reduction between 20 to 30 percentage
points. Consequential reduction is being
made in the rates of duty on specified parts
and components. '

Hand-Operated tools are capital goods
forartisans and skilledworkers and currently
attraci duties varying from 40% to 110%. |
propose 1o prescribe a uniform rate of 40%
for all these tools.

The legic of reducing duties on capital
goods requires lowering of duties on metals
and metal goods as well, as these are the
basic raw materials of the domestic capital
goodsindustry. Accordingly,to helpdomestic
producers, | propose to lower the customs
duty rates on ferrous metals by 10 to 20
peme'ntage points in most cases. In line with
these changestheimport duty onsteel scrap
is being refixed at 15%. The import duty on
specified refractory raw materials is being
reduced to 30%. Turning to non-ferrous
metals, [propose to reduce the duty rates by
10 to 55 percentage points in most cases.
The resulting rates on unwrought and
unafioyed forms will vary from 25% to 50%
and on wrought forms from 70% 1o 80%.

The duty structure for chemicals is
characterised by a multiplicity of rates and

many Irrationalities. Input duties are often
out of line with dutles onfinished products. |,
therefore, propose to restructure the duty
rates onchemicals with aview o significantly
lowering duty rates atthe upperend and also
ensuring thatthe duty rates on inputs are not
generally higher than the duty on end
products. The present duty rates on basic
feed-stocks such as, ethylene, propylene,
butadiene, benzene, styrene and ethylene
dichloride vary between 25%and 80%. These
rates are being replaced by a uniform low
duty rate of 15%. The duties on xylenes,
paraxylene,toluene, acrylonitrile andcumene
are being reduced to 40%. The duties on
DMT, PTA and MEG which represent a
higherstage of production, are being reduced
and unified at 70%. In the case of
caprolactum, however, the duty is being
increased form 50% to 60%, in order to
adequately protect the interests of the
cdomestic units.

The electronics industry has the potential
of becoming a world class industry
contributing to our export effort and to
employment generation. | propose to take
up this challenge. The rates of duty on
projectimports and on specifiedcapitalgoods
for electronics currently attract duty at either
30% or 50% at present. | propose to reduce
these rates to a uniform rate of 25%. The
import duties on raw materials, piece-parts
and components at present are levied at
40%, 60% and 80%. These rates are being
reduced to 20%, 35%, respectively. The
import duty on specified raw materials forthe
manufacture of optical fibre cables is being
drastically reduced from 90% to 20% in
reccanition of the urgency ef extending and
modernising the telecom sector.

In order o strengthen our expor
capability in existing export-thrust areas such
as textiles, leather, marine products, gems
and jewellery, etc. where we have a
comparative advantage, | propose to reduce

the import duty on specitied capital goodsfor
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these seciors from 40% to 50%. In addition,
certain recommendations have been made
by the Groups on Extreme Focus items for
exportfor augmenting the export potential of
certain sectors such as food processing,
horticulture and floricultural industries.
Accordingly, the import duty on specified
items forthese sectors is also being reduced
to 25%.

The ship-breaking industry is
employment intensive and an important
source of raw materials for the secondary
sector of our steel industry. In order to
encourage the growth of this industry, |
propose to prescribe a lower merged duty of
customs at 5% ad valorem. The ferrous
materials obtained from breaking up such
ships etc. which are presently subjact 1o
excise duty are being fully exempted.

Our film industry is one of the largest in
the world in terms of the footage of films

produced. Although ithas achievedthis status
without much need for incentives, it is now

tacinggreatercompetition fromthe electronic
media, and deserves some spenizl
encouragement. [, therefore, propcse to
reduce the dufies on jumbo rolls of cine
positive films from 55% to 25% and on
finished cine film rolls from about 65% to
40%. | also propose to reduce the duty on
negative cine films from about 35% to 25%.

In orderto encourage the development
of non-conventional energy sources,
aspecially solar energy, the import duty on
specified raw materials and items of this
industry is being reduced by 15 to 20
percentage points. In respect of wind-
opcrated electricity generators | propose 10
reduce the import duty from 409% to 25%.

As a gesture of goodwill towards
Bangladesh, | propose to fully exempt the
famous jamdanee saris from payment of
importduties. lunderstandthat these Sarees
are extremely popular in West Bengal. |

sincerely hope that the ladies of West Bengal
will pressurise the CPl (M) Members in
Parliament not to create trouble for a most
harassed Finance Minister. Small-scaleunits,
eligible for excise duty exan'pﬁgn for
clearances to domestic area are at present
requiredtopay excise duty ongoods exporied
by them to Nepal and Bhutan. | propose to
exempt these from this levy. | hope these
steps will make a contribution towards
improving trade with SAARC couniries.

At present, accredited press
cameramen have the facility of importing
photographic equipment free of duty upto a
limit of Rs, 60,000 but no such facilty is
available to other journalists to import
specialised equipment such as, laptop
computers, personal computers, fax
machines and typewriters. | have ofien
wondered whether this expiains why my
photographsinthe Press are so much beftet
than the editorial comments! As a measure
of my commitment 1o encourage modem
technology in Indian joumalism, and in
recognition of the steriing role played by our
Pressmien in creating a wider appreciation of
issues of economic reform in the country, |
propose to allow accredited joumnalists also

a one time facility to import such equipment
duty free upto a value of Rs. 60,000.

The duty rate on certain specified Bems
of baggage was recentlyreduced from 255%
to 150%. As a measure of simplification, |
propose to reduce the general baggage rate
itself from 255% to 150%. '

In line with these reductions in import
duties for individual sectors, and keeping in
mind the present exchange rate, there &
scepe for reduction in the maximum rate of
duty on all goods. Accordingly | propose to
reduce the maximumratefrom110%to85%

except for a few items including passenger
baggage and alcoholic beverages.

| am aware that Honourable Members
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will be concerned that lowering of import
“duties and import Hberalisation may put too
much pressure on.our Industry and make It
vulnerable to unfaircompetition anddumping.
| wquid like to assure Honourable Members
that these issues have been carefully
considered and the “woposed changes will
not put away undue pressure on industry.
The change in the exchanges will not put
undue pressure on ourindustry. The change
inexchange rate overthe pasttwo years has
created considerable roomfor duty reduction
without hurting domestic industry. Besides,
| am also reducing duties on raw materials
and inputs which will help to reduce cost for
our producers, enabling them to compete
more efiectively. Even with these changes,
duties on finished products will be well above
the longterm structure recommendad by the
Chelliah Committee. We can move 10 that
goalinphasesoverthe nextfew years. Asfor
unfaircompetition through dumping, ouranti-
dumping laws are already operational and
action under these laws will be taken
expeditiously whenever it is needed. | may
mentiontothe hon. Housethatthat provisional
action has recently been taken in one case.

In last year's Budget expon duties had
been imposed on iron ore and unpolished
granite. Certain difficulties faced by these
sectors have since been brought to my
notice. by several hon. Members Itherefore,
propose to withdraw the export duty orl iron
ore and unpolished granite.

| tumn now to my proposals reloting to
excise duties. These are guided by the need
to simply the rate structure, to give some
relief on articles of mass consumption, help
the domestic capital goods indusiry so asto
increas its competitiveness and also reduce
capitalcosts, assistindustries suffering form
depresseddemandconditions, andto provide
relief to small-scale industry.

A surcharge by way of special duty has
been levied since 1988, and the rate is

currently 15% of-ﬂiebasicwlaoqny.ﬁsa
measure of simplification, {propose tomerge

the special excise duty with the basic excise

drtyrateswhﬂeahomﬁonaﬁsinglhomltirp
duty rates.

iproposetogive somerelietfromtaxation -
a large number of articles of mass
consumption as a measure of retief for the
common people, who have been hurt by
inflation. Coffee, tea and instant tea are
being fully exempted from excise duty. if the
cup that cheers costs a little less hereafter,
give the Congress (i) a hand. | also propose
to reduce excise duty on vanaspatifromRs.
190010 Rs. 1500 per metricton. | propose to
fully exempt footwear made by units under
KVIC aswellasthose runwith cash assistance
received under the Integrated Rural
Development Programme, Irespective of
the value limit. In respect of footwear
manufactured by other units, | propose to
enhance the present value limit for the
purpose of exemption fromRs. 7510 Rs. 125
per pair. | also propose to reduce the excise

duty:
- onevaporativecoolers 23%to 10%;

- on electric fans from 17.25% to
10%;

- on specified domestic electrical
appliance form 23% to 15%,

- ondry cell batteries from 34.5% to
25%; .

- on printing and writing ink from
17.25% to 10%; -

- on radio sets from 23% to 10%;

- on tooth powder from 17.25% to
10%;

- on noodles and roasted cereals
from 17.25% to 10%; -
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- onbiscults from 11.5% to 7.5%;

- on plastic moulded luggage from
34.5% 10 25%;

- onmatiressés andbedding articles
of cellular rubberfrom69%1039%

| hope this measures will improve our
Party's standing with'the Housewives and
that whenthe time comes, they will not forget
the hand that helped to lower the cost of
living.

At present the excise duty on capital
goods and Instruments varies form 11.5%to
23%. In order to lower capital costs all round
andstimulate investment, Ipropose to reduce
the excise duty on a large number of capital
goods and instruments to a uniform rate of
10%. For the power sector, | am proposing
an even lower rate of 5% 10 reduce the cost
of power generation in our country.

Revival of industrial growth is a key

elementin the strategy for 1993-94. Sectors-

such as the automotive sector, television
and the refrigeration and air-conditioning
industries are currently suffering from acute
recession. Workers employed in these
Industges face an uncertain future. Revenue
prospects will also suffer if the present trend
iIs not reversed, |, therefore, propose 10
provide a significant relief to these industries
byway of reducedincidence of excise duties.
| expect them to respond positively to this
stimulus.

Inordertoencouragethe publictransport
sector, | propose to reduce excise duty from
23%t0 15%onnon-petroldriven commercial
vehicles for carrying goods and passengers.
Correspondingly, the excise duty on the
chassis of.such vehicles will also stand
reduced to 15%. | also propose to fully
exempt excise duty on body-building on
chassis of buses and similar passenger
vehicles The excise duty on three-wheelers

Is being reduced form 23% to 15%. | also
propose to reduce the excise duty on motor
cars form §5% to 40%. | am reasonably
confident that both Shri Jyoti Basu and Shri

GeorgeFemandes willsupport th8proposal.

| propose 1o reduce the specific excise
duty on colour television sets from rates at
present varying from Rs. 1925 to Rs. 4785
per setto rates varying from Rs. 1250to Rs.
2200 perset. This would enable all politicians
1o see themselves in colour.

Therates of excise duty onrefrigerators
presently vary from Rs. 575 to Rs. 5750 per
refrigerator depending on their capacity. |
propose to reduce the rates of Rs. 400to Rs.
3500 per refrigerator. Other refrigerating
appliances, including those used for cold
storage in the agriculture sector currently
attract an advaloremduty of 69%. Thisisfar
too high as it affects the growth of food
processing and preservation industries, |
therefore, propose to reduce the duty to
20%. | propose to reduce excise duty on air-
conditioners fronf rates varying from Rs.
13800 to Rs. 85100 per unit at present to
rates varving fromRs. 7000 to Rs. 70000 per
unit depending on its capacity. In respect of
compressors for air-conditioner of capacity
notexceeding 7.5tonnes, | proposeto reduce
the excise duty from Rs. 6900 to Rsx 5500
per compressor.

"1 propose to reduce the excise duty on
bulk plastic resins such as low and high.
density polyethylene, polyvinyl chloride,
polystyrene, etc. from 46% to 35%. This
measure will benefit a large number of small
scale units manufacturing plastic products in
our country.

Metals are the basic raw materials of
industry and the Tax Reforms Committee
has suggested reduction of excise duty in
this category. |, therefore, propose to
rationalise the existing duty structure on
metals. On ferrous metals, the advalorem
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rates generally vary between 11.5% and
23%. | propose to rationalise the structure
into two slabs, 12.5% and 15%. Aluminium
has duty rates ranging form 23% to 40,25%.
| propose to replace these rates by a uniform
rate of 25%. Other non ferrous metals like
copper, zinc, lead efe. attract duty rates
varyingfrom11.5%1034.5%. |lamproposing
a uniform duty of 15% for these. Centain
ferrous materials are still subjectedto specific
rate of duty. | have proposed some upward
adjustmentinthese ratestaking into account
the price increase since last year.

As ameasure of environment protection,
and in order to save wood, | propose to
reduce the excise duty on plywood from

34.5% 10 20%. | also propose to include pulp -

made from rice and wheat straws in the
scheme of full excise-duty exemption for
production of writing and printing paper and
uncoated Kraft paper containing not lees
than 75% of pulp made from bagasse,.jute,
etc. This only shows that | respond to West
Bengal. This will widen the scope for using
non-conventional raw materials in the
manufacture of paper.

Currently, excise duty is being levied on
mechanised, semi-machanised, non-
-.mechanised, and cottage sectors of the
‘match industry at Rs. 3.15, Rs. 2.10, Rs.

1.70 and Re. 0.70 per hundred boxes -

respectively. The Government of TamilNadu
has brought to my notice cerain difficulties
face by this industry and also certain
anomalies in the structure. Accepting this
suggestion, | propose to reduce the rates to
Rs. 2.40, Rs. 1.25, Re. 1.00 and Re. 0.50,
respectively and also 1o restrict the existing
concessions in the cottage sector only 10
units which are registered co-operative
societies or recognised by KVIC orthe State
KVIB.

The excise duty on cosmetics and
everyday toilet preparations such as, talcum
powder, shampoos, face creams, shaving
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creams efc., is very ljigh at 120.75%. These
items are now being|increasingly used by a
wide section of the for persdnal care.
Ihave received several representations from
the trade, consumers and women's
organisiatons for reduction of excige duty. |
have also received complaints regarding the
growth of spurious products and other abuses
related to the evasian of this very high duty.
|, therefors, proposse to reduce the excise
duty on cosmetics and toilet preparations
from 120.75% 10 7Q%.

I propose a marginal upward revision in
the specific rates gf excise duties levied on
tyers, tubes and flgps.

| also pmpoée to revise upwards the
specific rates of excise duty on molasses
from Rs, 172.50 10 Rs. 200 per tonne.

The small-scale sector has been a
source of strength to.Indian industry and a
nursery for new entrepreneurship. The
central excise duty exemption scheme for
this sector has contributed significantly to its
development plong with other measures
taken bythe Cantraland State Governments.
| propose to. simplify the scheme and
restructure it fo give additional incentives to
the smaller units and the same time respond
to certain recommendations of the Estimates
Committee and the Public Accounts
Committee.

I propose to enhance the limit for
exemption from registration from Rs. 7.5
lakh at present to Rs. 10 lakh. This will free
alarge number of the smaller units from the
necessity of registration and at the same-
time enable the tax authorities 1o devote
greater attention to the comparativley larger
units, At present excise duty is complete'y
exemptedfromthefirstRs. 20 lakh of }umover
for units producing goods unde one chapter
of the excise tariff, andthe limit is Rs. 30 lakh
if the goods produced are under more than
onechapterof thetariff, | proposetoenhance



41 General Budget, 1993-94 PHALGUNA 8, 1914 (SAKA) General Budget, 1993-94 - 42

the duty exemption limif to Rs. 30 lakh for alt
unfts, This should bengft a large number of
units in the lower segment of the small-scale
sector.

As part of the restructuring, | feel that
the larger units in thig sector can contribute
alittle more tothe exghequer. Atpresent, the
excise duty payable abovethe zero duty limit
and upto Rs. 75 lakh Is normal duty monus
10 percentage point$, subjectto a minimum
of 5% ad valotem. | propose to retain this for
clearances upto Rs5.0 lakh in a financial
year, For clearance beyond Rs. 50 lakh and
upto Rs. 75 lakh, the concessional rate will
be normal duty minus 5 percentage points,
subject to a minimum of 5% ad valorem.

At present, buyers of goods from small-
scale manufacturers, get a notional credit
under MODVAT whichis 5 percentage points
more than the central excise duty actually
paid by the latter. The Public Accounts
Committee has foundcertain irregularities in
the operation of this facility. The Tax reforms
Committee has also not favoured
continuation of this special dispensation,
which essentially helps the large scale user
industry. |, therefora proposetowithdraw the
higher notional credit which the buyers of
goods produced by the small-scale units are
getting at present. They willreceive MODVAT
credit only on the basis of duty actually paid.

In respect of cosmetics and refrigerators
andair-conditioning appliances. | proposeto
liberalise the excise duty concessions forthe
small-scale sector having regard to price
escalationoverthe years. Iproposeto extend
full exemption in respect of clearances from
Rs. 5 lakh at present to Rs. 15 lakh. There
after, clearance upto Rs. 30lakhin afinancial
year would attract 50% of the normal duty.
Clearances above Rs. 30 lakh in a financial
year will attract normal duty. The liberalised
scheme of exemption willbe available only to
those units whose value of clearances does
not exceed Rs. 50 lakh in a financial year. |

hopethis’concesslonwillhelpthe smallscale
units In these sectors.

All the proposed changes in the small-
scale sector will take effect from 1st April,

. 1993.

"1 now turn to certain proposals refating
to agriculture, textiles and health sectors
covering both customs and excise duties.

Agriculture is the key to our economic
growth, anddeserves specialfiscalincentives
aimed at modemisation and diversification
of this sector, | propose to reduce the import
duty on various items of machinery used for
agriculture, horticulture, forestry, poultry-
keeping, etc. from 55% to 25%. | propose to
reduce the import duty on rice transplanters
from 40% to 15%,. | also propose to reduce
the import duty on grand parent poultry
stocks from 105% to 40%. The impor duty
on certain amino acids is proposed to be
reduced from 65% 10 15%.

In respect of out-board motors used for

. fishing, | propose to reduce the import duty

from 40% to 15%.

| propose to reduce the import duty on
specified pesticides from 110% 1o 75%. The
import duty on certain pesticide
intermeddiates Is being recuced from rates
ranging between 65% and 110% to %0%.

| propose to reduce the import duty on
specified goods for horticulture and green
houses to 25%.

At present, tractors of engine capacity
above 1800cc and trailers atiract a total

- exciseduty of 17.25% and23% respectively.

| propose to reduce the excise duty on
themto 10% and 15% respectively.

| have a package of excise duty
concessions for the textile industry, Next to
agriculture, It is the largest employer in the
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country. The present excise duly rates on
polyester and nylon filament yarn are higher
as compared to other types of yarn.
Substantial capacities have been set up in
the synthetics secto of fibre and yarn. As pat
of a long term policy of bringing synthetic
fabrics within the reach of the common man,
Ifeelthere is a needto reduce the excise duty
rates in this sector. Hence, | propose to
reduce the excise duty on polyester filament
yam from Rs. 80.60 to Rs.69 perkg. and on
nylon filament yarm Rs 71.50 to Rs. 57 .50
perkg. | also propose to reduce excise duty
on polyester staple fibre from Rs. 13.65 to
Rs. 12.65 per kg. and on viscose staple fibre
from Rs. 15.60 to Rs. 14.95 per Kg. On
polypropylene filament yarn, | propose to
reduce the excise duty from Rs. 32.50to Rs.
28.75 per kg. | further propose to reduce
excise duty on acrylic staple fibre from Rs.
15.60 to Rs. 14 95 per kg.

Health-care deserves special freatment
.Itherefore propose to reduce import duty on
specifiedbulk drugs at 110% or 80%10 25%.
| also prose to fix a unitorm rate of 50% on
specified drug intermediates which currently
attract import duties varying from 60% 10
110%. In respect of homoe opathic
medicines, | propose to reduce import duty
from 40% to 25%. '

Indigenous manufacture of medical
equiplement deserves all encouragement.
Al present, full exemption from import duty
is available to certain parts of specified life
saving electronic medical eqgipments. To
help in accelerating the indigenisation
process. | propose to extend full exemption
tosuch parts forthe manufacture of specified
non -electronic life-saving medical
equipment’s also. In respect of components
forthe manufacture of certain other medical
equipments, | propose to reduce import duty
from45% and 25% at present to 15% Further

. some medical equ
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, for the same reasan, | propose to fully
exempt specified sightsaving equipments
from excise duty andta lower excise duty on
5 to 10%.

| propose to reduce the import duty on
aseptic form-fill-seal machines for packing
raintvenus funds by the pharmaceutical
industry from 40% to 15%.

| have also proposed certain
amendments in the Finance Bill seeking to
effect changes In the excise and customs
tariffs which are g.eneraﬂy in the nature of
enabling provisions and have no revenue
significance. Besides, there are proposals
for amendment of some of the existing
notifications. In order to save the time of the
House, | do not propose-to recount them.

The proposalinregardtochangesinthe
excise duties outlined above are likely to
resultsin a revenue loss of Rs. 2249 crore as
conventionally calculated. However, lexpect
that as a result of the many steps that the
Government is taking, including the duty
reductions, the production of excisable goods
will go up, and the loss will therefore te
partially offset by a gain of about Rs. 1000
crore on this account. Out of the net loss of
reveue in excise duties the Centre"s share
will be Rs, 708 crore and that of States Rs.
541 crore.

The proposed restructuring of customs
duties results in a net loss of Rs. 3273 crore.
Thisrevenueloss willbe entirely borne by the
Centre.

The net impact of my proposals on
customs and excise duties taken together
amount to a reveue loss of Rs. 4522 crore
onindirecttaxes. Theimpacton the Centre’s
reveue is a loss of Rs. 3981 crore andthaton
States’ Rs. 541 crore. | believe this a
temporary loss and is necessary to impart a
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new dynamism, to indian economy. In the
medium term, this loss will be more then
made up by increased efficiency,
competitiveness and faster growth of the
economy.

Copies of notifications giving effect to
the changes in customs and excise duties
effective fromthe 28th February, 1993 willbe
laid on the Table of the House in due course.

Taking into account the revenue loss
arising from my proposals relating to
indirectttaxes the budget deficit for 1993-94
is estimated at Rs. 4314 crore and the fiscal
deficit at Rs. 36,959 crore. '

Mr. Speaker, Sir, the world around us is
changing very rapidly, becoming more
integrate  a marketplae and also more
competitive. Other developing countries are
successfully transforming the themselves to
meet these challenges. We cannot affordto
stay out of this process, appearing to be
absorbed with obscruantist prexcupations
and sectarian divisions. The solution lies
precisely in harnessing the considerable
energies of ourpaople, especially the youths
tothe excitingtask of economicrejuvenation.
| have usedthis Budget as an opportunity to
put economic and social development firmly
bank onthe national agenda. Thisisthe only
way to show the world that India is a nation
on the move and is determined to
succeed.

Itis India's destiny to be a major player
on the global economic and political scene.
For that we need a vibrant and rapidly
expanding economy with deep and abiding
concernforthe poorandthe underprivileged.
Political therefore has to bes a purposeful
instrumentforrealising ourcherishednational
goals, There is no scope for confrontation or
coldwartactics whenitcomestodealingv. th
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the nation’s social and economic objectives.
We need wisdom. sobriety firmness of
purpose and above all national unity.

As Swami Vivekananda used 1o say
there is an element of divinity in each human
being. We havetocreate andenvironmentin
whichthis divine potentiality canbe moboilised
forbuilding astrong economy and justsociety,
Our people have 1o be empoweredtorealise
theirimmense potential. Inthe famous words
of Igbal:

“KhudiKoKarbulanditna KiHar Takdeer
se Pehle

Khudabande se Khud Pooche Bata Teri
Raza Kya Hai".

This is the challege that our political
systemmustface squarely. Iventuretothink
that this budgetfocussesthe nation's attention
on this imperative task.

Sir, lcommend the Budgettothis august
House.

18.36 hrs.

FINANCE BILL, 1963
(English]

THE MINISTER OF FINANCE (SHRI
MANMOHAN SINGH): | beg to move for
leave to introduce a Bill to give effect to the
financial proposals of the Central
Government for the financial year 1433-94.

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 1993-94.7

The motign was adopted



