e e e ——

’

297 Situation in
Sri Lanka (S51.)

former Member of Parliament of Sri
Lanka met me and he was requesting
on behalf of Tamils with folded hands,
‘We want only security. Please request
your Prime Minister to ensure at least
the security of our:pcople.’

MR. SPEAKER : That is what she
wants also. I talked to her. She is
also agitated about the same thing.

(Interruptions)

MR. SPEAKER : Mr. Mayathevar,
pleasc be calm. Why are you getting
agitated ? We listen to you.

DR. SUBRAMANIAM SWAMY .
(Bombay North-Ecst) : When Tamils arc
being killed, natu-ally ho feels agitated.

SHRI SUBHAS CHANDRA BOSE
ALLURI (Narasapur) : In Hydecrabad,
there is ore place called Ramakrishna
Studios wnere there were many Legisla-
tors under arrest. The family members
of the arrested Legislators have
approached for the protetcion of these
Legislators.

(Interruptions)**

MR. SPEAKER : I have nothing to
do with that. I did not allow them.
How can [ allow you ? I am not going
to allow this. This is a State subject.
No question at all.

Shrimati Patnaik.

SHRI INDRAJIT GUPTA : We
were to have a discussion on Sri Lanka
rather than a statement from the

Minister on the 2Ist. I do not know
whether you, in your wisdom agree that
it should be advanced.

MR. SPEAKER : As you like.
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SHRI INDRAIJIT GUPTA : In any
case, whether it is earlier or oo the
21st, I am requesting through you that
because of the seriousness of the situa-
tion, the Prime Minister should also
make a statement. She should be present
and take part in the discussion. Nor-
mally she does not do that,

MR. SPEAKER : Last time she was
here. She had been here.

SHRI INDRAJIT GUPTA : The
Prime Minister must be present and she
must take part in the discussion,

((Interruptions)**

MR. SPEAKER : Nothing goes on
record. Mr. Mayathevar, I cooperate
with you and you cooperate like this !
We shall deal with it. Sbhrimati Pawnaik.

12.27 hrs.

(At this stage, Shri Mayathevar left
the House)

— s ey

12.27 hrs.

CALLING ATTENTION TO MATTER
OF URGENT PUBLIC IMPORTANCE

Unabated Rise in Prices of Essential
Commidites and Steps taken by the
Government

SHRIMATI JAYANTI PATNAIK
(Cuttack) : I call the attention of the
Minister of Finance to the following
mutter of urgent public importance and
request that he muy make a statement
thereon :

““The unabatced rise in the prices
of essential commodities and the
steps taken by the Government in
the matter.”’

(Interruption)**

P
t

**Not recorded. -
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12.28 hrs.
[MR. DEPUTY-SPEAKER in the
Chair]

MR. DEPUTY-SPEAKER-: We are
in the next item. Now the Minister of
Finance is replying on the Calling Atten-
tion. Only the Finance Minister’s reply
will go on record. No other thing will
go on record. (Interruptions)

There is no order in the House.

(Interruptions)**

MR. DEPUTY-SPEAKER : Don’t
record anything other than the Finance
Minister’s reply.

THE MINISTER OF FINANCE
(SHRI PRANAB MUKHERIJEE): Mr.
Deputy-Speaker, Sir :

Prices have a vital bearing on the
welfare of the common mao. I, thercfore,
share with the Hon. Members the
cencern about the behaviour of prices
and wclcome this opportunity to have a
discussion on this subject. As the Hon.
Members will recall, I made a statement
on the price situation on 18th August
and again on 22nd November last year
The subject was also discussed during
the Budget Scssion. The present motion
provides us with an opportunity 1o
make a recview of the developments
since then.

2. During the seven month period
October 1983 to April 1984, the price
behaviour was highly satisfactory. The
wholcsale price indcx increased from
318.5 on Ist October 1983 to 324.2
on 28th April 1984, or by 1.8%.
Behaviour of the Consumer Price Index
(CPI) was even morc remarkable.
During these seven months, CPI increas-
ed by only one point, i.e. from 558 in
October 1983 10 559 in April 1984.
However, from May onwards there has
been an acceleration, and the wholesale
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price index has increased by 5.8%
during the last 3 months, and CPI
increased by 2.7% in May and June
1984, The acceleration since May
largely reflects the impact of seasonal
factors as, during these months, supplies
and market arrivals of a number of
commodities such as fruits and vegeta-
bles, milk and milk products, cotton,
gur and edible oils tend to dccline
leading to an increase in prices.

3. The seasonal element in the price
rise can be seen from the fact that
during the three month period May to
July, wholesale prices recorded a rise of
8.29%, in 1979-80, 8.4%, in 1980-81,
4.2% in 1981-82, 6.1% in 1982-83
and 39, in 1983-84. It is also interest-
ing to note that there is no definite
correlation between the cxtent of price
rise during this period, and the be-
haviour of prices for the yecar as a
whole. For example, in 19882, prices
during the three month period May to
July increased by 4.2 %, but the annual
rat2 of inflation at the end of the same
financial year was only 2.4 %. Similarly,
in 1982-83, the incrcase during May-
July was 6.1% but we ended the year
with an inflation rate of 6.4 per cent.

4. In respest of essential com-s
modities, the price incrcase during the
past threce mnths has been particularly
sharp in the case of pualses, potatoes,
fish, coffee, gur, and certain cdible oils.
On the other hand, reflecting the impact
of the good crop last year, prices of
other foodgrains have, by and large,
behaved recasonably well. Thus, in the
last three months, prices of rice and
wheat have increased by 2.7% and
2.6% respectively. It is also noteworthy
that the wholesale prices of rice and
wheat at the c¢nd of July 1984 were
significantly lower than a year ago. I am
also happy to inform the House that
market reports for the last few days
in respect of prices of groundnut oil
and CTC tea show that prices of these
items are also softening.

v -

s
5. As the House is aware, the

**Not recorded.
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Government has been closely monitoring
the bebaviour of prices in general and
that of essential commodities in par-
ticalar. Our success in keeping the
foodgrain prices under check last year
as well as this year reflects the success
that has been achioved in increasing
production of foodgrains through con-
certed efforts to increase the area under
irrigation and use of fertilisers as well
as other inputs. Remunerative prices
have also been provided to farmers so
that there is sufficient incentive to take
advantage of the potential for higher
production.

6. In respect of edible oils and
pulses, we face a longer term supply
and demand imbalance, and the Govern-
ment has given high priority to expansion
of production of these commodities.
Thus, as part of the 20-Point Prog-
ramme, higher outlays have been
provided in the Annual Plans for
improving the productivity of puises and
oilseeds. The Government has also
substantially stepped up the allocation
of imported edible oils through the
public distribution system and for
production of vanaspati. The behaviour
of coffee prices this year reflects a
severe fall in domestic production.
Steps have been takem to step wup
supplies in the domestic markcts in the
lean months until the arrival of the next
crop. Sugar releases are also being
carefully monitored, and despite a fall
in production this year, sugar prices
have remained relatively stable. The
Government is also keeping a careful
watch on credit and monetary trends in
order to ensure that there is no undue
expansion of the aggregate demand in
the economy.

7. On present indications, the pros-
pects for khariff crop this year are
reasonably bright. It is hoped that a
good combined with the measures taken
by the Government will bring about on
the price front before too long.
However, once again, I would emphasise
the need for utmost vigilance on price
front. In our situation, there can be no
room for complacency as even a small
decline in the availability of sensitivcﬁ
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items, or an unanticipated change in the
domescic or international market can
easily disturb the price situation.

SHRIMATI JAYANTI PATNAIK :
Mr. Deputy-Speaker, Sir, I have gone
through the Statement made by the
Hon. Finance Minister. I am very much
thankful to him for the Statement in
which he has explained about the price
situation and also how the Government
is going to control price rise and tackle

. the situation by the moriitoring system,

But I have got a few points, which
I would like the Hon. Miaister to
clarify.

The rising prices continue to worry
the people, poor as well as the rich.
There are disquieting trends on the price
front. In spite of the humper havrest of
1983.84, and hopes for a similar
bumper harvest in 1984-85, the price
index has been rising fast. The wholesale
price index of all commodities touched,
as it came in the newspapers, 342.9 by
the end of 3rd week of July, 1984 as
compared to 322.2 in February. The
Hon. Mirister has also indicated that
the price rise from May reflects the
impact of seasonal factors. It is true,
there is the seasonal factor and every
year, there is a seasonal variation and
rise from February to July is attributed
to the Seasonal Variation. But this year,
it is more marked compared to the last
year.

The prices of common food articles
like fruits and vegetables, grams, and
pulses are fast rising. The same is the
trend in respect of non-food articles like
ailseeds etc. In the manufactured
prodacts like sugar, kbandsari etc, as
also edible oils, the prices bave risen by
one to two per cent in the week. The
rise in the prices of these items has
mainly contributed to the wholesale
price index jumping by 0.9 per cent in
a single week. This has been given in
the newspaper reports,

I would like to congratulate the Hon. .
Finance Minister that we have witnessed

-
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ed in the previous year conditions of
price stability, for which the Govern-
ment won appreciation from the World
Bank and the International Monctary
Fund. But that condition no longer
exists, While up to July 14, 1984, the
increase in the official wholesale price
index is the same, as in the correspond-
ing period of 1983-84, we have seen
some kind of a spurt in the week ended
21st July, 1984. But the most impor-
tant thing is that there has been a
steady increase in the food articles and
agriculture-based primary articles. This
is naturally reflected in the consumer
price index which has during April-May
registered an increase of 0 7 per cent
over the same period last year.

It is true that during the last three-
four months, the wholesale price index
and the consumer index have steadily
moved up. Thcre might be certain
causes, but I would like to draw the
attention of the Hon. Minister to these
facts and ask some questions.

Prices have certain relationship with
trend in monetary expansion Mone‘*ary
supply had expanded even in the past.
You have seen that in 1982-83, it had
cxpanded up‘lo 15 per cent, whereas
growth in the national income did not
exceed more than !.3 per cent. If we
come to the bank credit to the Govern-
ment, it has increased from 3704 crores
to 4569 crores as on July 6, 1984,

Sir, if we come to the expansion in
currency, with public it has also
increased from Rs. 1500 crores to
Rs. 1870 crores. 1f we come to the
commercial sector, bank credit has also
increased in the same period, i.e. July
1984, from Rs. 1550 crores to Rs. 2467
crores. I would like to ask the Finance
Minister as to how do they account for
this expansion of bank credit.

Sir, there is also an increase in the
Plan expsnditure of the State Govern-
ments as well as the Central Government,
whereas we see that there is a shortfall
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in achieving the physical targets even.
Will this also account for the price
rise ? Will this also influence the price
rise ?

Then, Sir, circulation of large
amount of black money is pushing up
inflation, invariably affecting the price
rise. Sir, in addition to the artificial
monetary factors, we should also
identify the institutional and structural
factors that are responsible for this
price rise in an economy like
ours.

When we see domestic output in our
country and foreign credit, I feel that
there should be a balance between the
two. Otherwise it will lead to adverse
influenco on internal price rise. We have
got some controls and regulations, but

_if we do not have any officient enforce-

ment measures for these controls and
regulations, this will also cause some
price rise and that is why parallel
economy is encouraged, making monetary
and fiscal measures less effective.

Sir, is not the fact true that the
pressure on international inflationary
situation also affects price rise in our
country 7 Another point I want to say is
about private distribution. Though we
are baving a public distribution system,
the private distribution net work tends to
create a sellers’ market and step up
inflation artificially.

Sir, there are some suggestions and
I know that the suggestions are being
carried out by the Government, but I
want to know the detiils. To improve
supplies, we are importing scarce
commodities like edible oils, but still
we are facing scarcity and price rise,
Supplies to both Vanaspati industry and
also to public distribution system has
been stepped up. Still we arec facing
this problem of non-availability of
edible oils as well as increase in their
prices. While we are importing edible
oil, should we not at the same time,
popularise certain other edible oils ?
Because I feel that soyabean oii is not
being popularised so much as other
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edible oils. So, my point is whether we
could popularise it more.

-

Sir, larger releases of foodgrains
and sugar for internal market are also
required. I know that the Government
are taking action in that line, but still
I would like to know as to what was the
quantity of foodgrains released in this
period, i.e. from February to July and
also the supply for the last year.
Government Cooperative Agencies should
play a greater role in public distribution
systém of basic consumer goods. We
are having a public distribution system,
but we must strengthen it.

1 would say that there must be spe-
cial considerations shown for opening fair
price shops in tribal areas, because we
need such shops there. I would like to
know how many fair price shops have
been opened in such areas during
1984-85.

We are investing our capital, but we
are not getting productive use of -t.
we are not having a productive use for
the capital employed. Full utilization
of capacity of existing productive units
should be there, instead of financing or
funding new units in the same line of
production, because if you go on funding
in the same line of production without
funding the existing ones, production
will not start. At the same time, prices
will go up. That is why I say that the
existing ones must be encouraged.

Similarly, emphasis should be placed
on ongoing projects, before investing in
ncw ones,

I said that there should be a curb on
the expansion of bank credit. I suggest
cuibing the expansion of bank credit to
unproductive and wasteful items like
luxury goods not meant for mass
consumption.

Subsidies are the most important
thing for production, and for productive
and economic activities. But I would
like to know from the Hon. Minister
whether any expert analysis of the
. scheme of subsidies by the States and

;\-r-w_
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the Central Government has been made,
in order to ensure that unproductive
subsidies are eliminated. If _not, is
Government going to consider this ?

Is there any in-depth analysis of the
distribution system, to identify the
reasons for the consumers’ price index
not following the rate of fall in
wholesale price index, so as to eliminate
'vested interests in the distribution of
mass consumption items ? Sometimes,
we see that even if there is a fall in the
wholesale price index, the consumer
price index does not follow it. So, I
would like to know whether any in-
depth analysis of the distribution
svstem has been made, so that we can
climinate vested interests in the distribu-
tion system. )

Enforcing tighter control over
circulation of black money is also
required. '

Now about the grant of dearness
allowance. 1 am not against dearness
allowance being given to Central
Government employees, but it sometimes
creates double the price rise. Sometimes
when the trading community hears that
DA is going to be sanctioned, they raise
the prices ; and when the instalments
are actually given, they raise the prices
once again. As it is this costs serious
burden on State Governments. What
steps will Government take 'in this
regard'?

SHRI PRANAB MUKHERIJEE : At
the very outset, I would like to congra-
tulate the lady Hon lady Member. She
has identified—I underline the word
‘identified’—some of the basic reasons
for price rise, and the inflationary situa«
tion. At the same time, she has pointed
out certain corrective measures which,
in fact, we are pursuing. -

As I have explained in my statement
itself there is an element of seasonality
as I have quoted three _years’ figures
with reference to this period, that, is
May to July ; and where you will see

that rise of whole-sale price index during
this period is varying fr¢ m 8.2 per cent
I-l..‘-_.

t
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to the present trend of 5.8 per cent and
in between it was 8.1 per cent, 8.4 per
cent, 4.2 per cent, 6.1 per cent and 3
per cent upto 1983-84 ; and if we make
a little detailed analysis then we will

» find, just to underline the seasonality
clement of it, that nearly low groups of
coinmodities which have nearly 54 per
cent of the weightage in the overall
basket of the commodities, account for
82 per cent rise in the present prices.
Obviously that does not mean that it is
not causing suffering to the people. But
what I wanted to point out is that the
seasonality factor is there.

The second point is that sometimes'

we try to just generalise the whole issue.
For instance, attempts are being made
that with three months’ price rise 5.4 or
5.8 thercfore the annual rate with this
trend would be 15 per cent, 16 per cent,
18 percent ; it is not so because we
ourselves have noticed. For instance,
take the case of 1981-82, in these three
months, the prise rise was 4,2 per cent
and as per that average, the year should
have ended with the rise of more than
12 per cent, but, actually, we ended at
2.4 per cent in 1982-83, 1 wanted to
point | out that there is no specific
correlation between the rise during this
period and the annual rate of inflation
and particularly this year the Hon.
. Members have noticed that there has
been somewhat unusual trend on the
price front. If I remember correctly, the
whole-sale price index was 319 in
Septcmber 1983 and up to March the
curve was almost flat and the increase
was 322 in April, and from April to
last week of July, we are finding that
this is 345 and 346. One explanation is
the delayed impact of monsoon during
this period and it has helped us to some
extent. As there was no seasonal decline,
there was no secasonal rise also from the
month of January onwards and to that
extent it is balanced. But I would like
* to impress upon the Hon. Members that
no doubt it is a matter of concern, but,
at.the same time, one need not be
nunecessarily panicky. We shall have to

¥ .
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be vigilant, we shall have to take
corrective steps and at the same time we
shall have to ensure that it remains
within the management limit., We are
trying to manage the situation both
from the supply side and from the
demand side. The Hon. Member referred
to money supply and quoted certain
figures. It is true that during this period
there has been expansion in the credit
from the banking sector both to com-
mercial sector and to government ; and
it is bound to happen in a sitation like
this when we are stepping up our
prc;curement substnatially ; and as the
Hon. Member is aware, the food procure-
ment both in respect of wheat and rice
is substantial compared to last year ;
during this period, the procurement is
9.2 million tonnes and 7.6 million
tonnes respectively ; in wheat and rice
compared to 8.2 and 6.9 in the last
year. The total food production is 21.5
million tonnes—17 million tonnes of
wheat, and 4.5 million tonnes of rice
against 16.9 million tonnes during the
previous year. And secondly if we want
to have more procurement, if we want”
to maintain a buffer stock, more money

is to be injected and it has been done
50,

Thirdly, the Hon. Member waated to
know, and so far as the credit policy is
concerned, as the Hon. Mcembers are
aware, by resorting to increasing C.R.R.
at different instalments of half a per
cent on the one hand we have to ensure
that we can mop up the cxcess liquidity.
On the top of that, tem per cent
incremental deposits have been mopped .
up by the Reserve Bank so that the
liquidity in the banking system is not
beyond managable limits. At the same
time we have to take note of the genuine
credit requirements of industry and
commerce. And, as Hon. Members have
noticed, after a long spell of stagnation
in the industrial sector, industrial
activities have picked up and I am
expecting that this year we will have a
reasonable growth in industrial sector,
both on the manufacturing and infrastruc-
ture side and it may be anywhere
near seven to eight per cent, and for
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that purpose we have to provide
" adequato . credit facilities. So, in our
credit policy we shall have to casure
that on the one hand there is no excess
liquidity putting pressure On the
industrial front and on the other hand
genuine productive sector does not suffer
for non-availability of liquidity. On the

supply side, we have ensured, by releasing

larger quantity, the evailability of
certain essential commodities. The hon.
Mem' er wanted to have tho figures also.
1 can give some figures which will
impress her that through  supply
management we are trying to casure an
effect on the prices. For instance this
year the sugar production has comc
down from roughly about 82 lakh tonnes
last ycar to 65 Jakh tonnes. But by and
large we haVe been able to maintain the
record prices by increasing the relcascs.
I will give the figures.

Last year in April the release was
440,000 tonnes, that is 4 lakh 40
thousand tonnes : this year in April the
release has been increased to 6 la}chs
and 40 thousand tonnes. In may against
465,000 tonnes it has been 620,000
tonnes ; in June against 524,000 tonnes
it has been 653,000 tonnes and in July
against 554,000 tonnes it is 6,53,000
tonnes. Similarly in respect of the
allocation of edible oit...(Interrpution)

SHRI INDRAJIT GUPTA (Basir-
hat) : [Is it levy sugar or free sale

sugar ?

SHRI PRANAB MUKHERIJEE : It
is total, both levy and frce—total.

SHRI INDRAJIT GUPTA : How
much is levy and how much is free ?

SHRI PRANAB MUKHERIEE : For
that you have to do your own arithmgtic,
it is 65 per cent levy; or two-thirds and
one-third.

Allocation of imported edible oil.
rouglly, has been, the release, has boen
continuously for April, May and Juac,

-
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all tne three months, 75,000 tonnes-
In July it was 85,000 toones and in
August it was 87,000 tonnes. You will
notice onc peculiar feature in respect of
cereals. Actually the offtake of cereals
has been less from the public distribu-
tion system,” because in the market
cercal prices are much less than those .

~ in -the public distributiog system in

certain areas.

SHRI INDRAIJIT GUPTA : What
about rice ? .

SHRI PRANAB MUKHERIJEE :
Rice prices have gone down a little bit.
Otherwise, how do we explain ? There
has been a decrease for instance, in
April, 1357 thousand tonnes cereals
were obtained ; that was the off-take.
And this year it has been 956,000. In
May against 1288 thousand tonnes it
was 913 thousand tonnes ; in Juae
against 1231 thousand tonnes it was
940 thousand tonnes, and I am told that
in certain markets the wheat prices, in
the open market, are lower.

May collcague in the Ministry of
Food has assured the State Governments
that whatever would be their require-
ments, they will be provided with
adequate supplies because there is no
dearth of them.

13.00 hrs. -

The Hon, Member has referred to
one very basic question. To some
extent, definitely it contributes to .
inflationary pressure. If we inject
money and it does not get reflected in
actual production, definitely it will
lead to inflation. And in certain areas
both in the public and private sectors,
our low capital output ratio and parti-
cularly our inability to reach ths
physical targets has caused such a
problem. But that is the overall
general impact on it.

Similarly, black-money is also
causing pressure on it. I have no doubt

L]
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that the money which is left with the
people as during this year, as the Hon.
Member has noticed herself, that ihe
*liquidity with the people, that means,
currency with the people is little more.
On ecarlier occasions also I referred to
'that even normally what we expect
after procurement is that the deposit in
the areas where procurcment takes
place in a big way, should go up. But
it has not gone up to that extent. That
means, a part of the money is left with
the people. It may be quite possible
that a part of it is being used for
speculative purposes.

In regard to the lag between the
wholesale price index and the consumer
price index, from time to time studies
have been made and always there is a
timelag. In my statement itself 1 have
given the figures of 558 in October,
1983,and 559 in April, 1984. But

. whatever be the study, in our system
" there would be a timelag and that
timelag cannot be avoided totally.

In regard to DA instalments, in
reply to an Unstarred Question I have
already said that the matter is under
consideration. But in a situation like
this, more releases of DA also Jead to
addition to the money. Apart from
that, whenever we release dearness
allowance to the Central Government
employees, there. is a tremendous
pressure on the State Governments to
release that. After all, their position
. is no better than ours and simply they
resort to overdraft. And ultimately it
recoils in the whole system itself.

MR. DEPUTY-SPEAKER : But
sho wanted that the Central Govern-
ment should pay the DA to the State
Governments.

SHRI PRANAB MUKHERIJEE :
After all, the money is the same whe-
ther the State Government pays it by
resorting to overdraft or the Central
Government provides for it. Before

/

-
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we take the decision we shall have to
take the totality into picture. And it
would not be possible for me to commit
in any way on this subject.

Another question has been raised
that despite the bumper crop, there is
no impact of it. The impact is there.
If you make a comparative study
between the rise of prices in wheat and
rice you will find that there is a
declining trend and’ tho price rise is
much less compared to the carlier
year when there was no impact of it.
I do not say that there has been no
rise. There has been a rise. But it is
of lesser magnitude.

SHRI INDRAIJIT GUPTA (Basir-
hat) : I am sorry that ultimately it
has' not beea found possible to have a
full scale discussion on this very urgent
question of prices in which the whole
House could have participated. Any-
way, now we are reduced to this
calling attention motion, which s
supposed to be a substitute for a
discussion on prices and the Hon,
Minister in his statement has also
stated in the first paragraph that he
wq]comcs this opportunity to have a
discussion on this subject, meaning the
present discussion that we are haviag.

Therefore, you will appteciate that
it is not possible just to ask one or two
questions and leave it at that, nor can
we have a full-scale discussion as we
could have under some other rule.
What I want to say now, to begin with,
is that the best way to avoid paying
Dearness Allowance to all the Central
Government employees is to bring
down the prices or to hold the prize-
line. Then you would not have this
continuous escalation in the index
figures which makes the Government
liable to pay additional instalments of
D. A. So, if you really want to avoid

.that burden, obviously, the best way is

to bhold the price-line and to bring down
the prices. Then there would be no
question of paying higher dearness
allowance. Anyway, that is an inci-

;- dental point. I am sorry-to say that

-/
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though the Minister has said hero that
we should not be complacent and so
on and so forth, I know it is a very
difficult question which he i trying to
grapple with; but actually this state-
ment i8 nothing but an exercise in
complacency, if I may say so. It is not
a question of arguing about some
statistics, we are concerned with the
end user, that is to say, the ordinary
consumcr, the people who are cngaged
in production, who are working with
their hands in. the fields, in the
factories. I am not mentioning the
people who are below the poverty-line,
they are, of course, in conditions which
cannot be described. But here, in this
statement, we have found, as usual,

that the Government is trying to take

shelter, naturally behind the movement

of wholesale price index figures, and,
as you know, in the case of statistics it
is very easy to build up an argument
by excluding a certain period or includ-
ing a certain period, by adding on two
months from the previous period or
extending the period, so that oanc can
suit one’s own argument. He may say
that he is doing th: samg thing. [

would say that after all he is a Minister
of Finance and the financial year begins
from first April. I have also studied
and brought a few figures along. After
all, we are towards the ond of the
Sixth Five-Year Plan and towards the
beginning of the Seventh Plan. This is
something which is very vitally affected
by the whole question of prices and

inflation. Nobody in this country denies
that the physical targets of our Plans
are being frustrated every time mainly
by the fact that there is so much
inflation and the money value of the
financial outlays gects distorted by this
inflationary process which is galloping,
and as a result of that we cannot reach
the physical targets also. So, it is not
just a question of poor people suffering,
that is a very important question, but
it is also something which is distorting
and frustrating the entire planning
process because if you cannot control
inflation, then all these figures of out-
lays and targets, and so on, really have
no meaning When it comes (o actual
implementation.
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If you take the first quarter of this
financial year 1984-85, that is, April, .
May and June, what do you find ? Of
course, the Minister is at liberty to say
he would not be tied dowa to this
period when discussing this question, he
can drag it further back to October
last year or November last year, he is
free to do that, but if we take the first
quarter what do we find ? T am now
dealing only with the wholesile index
though actually the impact on the
people does not come from the
wholesale index but from the retail
index figures which are much more
acute and much more aggravating the
situation than the wholesale iadex
figures. On April 7, as I think he also
said, the wholesale index stood at 322
points. On the 30th of Juae this year,
it has increased from 322 to 366. *

It means that in the first three
months of the present financial year
the index has gone up by 44 points. He
may say it is nothing to be alarmed
about, but I find that almost every
prominent paper in this country, econo-
mic journals, national dailies, are
expressing their concern at the fact
that the wholesale price index is going .
up in this year of record harvest. It is
not a factor which can be lightly
brushed aside. He said “the bumper
harvest had some effect, you cannot say
it had no effect.”” These are all philo-
sophical statements. Every economi:z
commentator, every journalist is writing
that in a year of bumper harvest, record
harvest, record procurement also—the
procurement has reached an all-time
high—the buffer stocks and the stocks
with the Government are higher than
they were ever before, and the country
is passing through what is called a grain
surplus, whichis a good thing in a
way—from a country which could not
at one time meet its food rcquirement
and had to import from abroad, we are
now suffering from the problem of grain
surplus, we do not know what to do
with the surplus; we will have to think
of exporting to people who are willing
to buy from us in such a year—in such
a situation, it has to.be explained why
the wholesale price indeéx is goin‘g up so



-

- 315." IRﬁg in Prices bf
Ess. Comm. (CA)

[Shri Indrajit Gupta]

[

much,  Because, the philosophy of the
Government has always been that the
more you produce, the more plentiful
“ the available supply of foodstuffs and
other commodities, then only the prices
will begin to come down. That is their
basic philosophy. But the society in
which we are living, the 'society over
which they are presiding, the regime
over which they are reigning, perhaps
is witnessing the opposite, that even if
the production goes up, even if the
output has increased, even if the avai-
lable supplies are more plentiful, it does
pot neccessarily lead to a decline in
prices, because there are other factors
operating, and thoss factors are not at
"all being tackled or controlled by this
Government, partly because perhaps it
goes against their philosophy and
partly, of course, because they do not
have the will, the political will, to
do it. .

In the short time, I want to point
out only some of those factors which,
in my opinion, are distorting the whole
situation. However much you talk
about production, output anl all that,
as far as prices go, you will not be able
to do much, because it is outside your
control, the whole situation is going
outside your control.

I may also add that in the first quar-

ter, from April to June this year, for arti-

cles of foodgrains the index has gone up
from 280.3 to 298.9, of food products
and things like processed milk, biscuits,
gur, sugar, khandsari and so on from
299.7 to 331.9; in the month of May,
the vanaspati prices were raised by the
Government itself; the textile prices
have gone up; the index of textiles has
gone up from 162.2 to 265.9, which
means an increas¢ of 64 per cent. He
bas made some reference to the price
of tea, CTC tea, and said that the price
is softening. I do not know about
CTC tea. 1 do not drink CTC ftea.
Ordinary people have to go to the tea
shops, which are selling loose tea.
They cannot buy 5kg or 10 kg at a
time. Tho ordinary people I am talking,
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- about, for their daily consumption in

the house, they buy a little quantity a
day from the shops and for that I think
the prices of tea are higher now than
they were ever before. Somebody
connected with one of the big tea
companies in Calcutta—] do not want
to mention the name; he is a good

. friend of the Finance Minister—I was

travelling with 'him the other day in
the plane and he said to me ‘Mr. Gupta,
I am really surprised the way the tea
market is being sustained with such
high prices”. He said “We ourselves
wcre thinking the market would
collapse, it cannot stand such high
prices; we are surprised, but we are
very happy, that even at such extra-
ordinarily high prices, the market is
booming”’. The market may be booming
with large-scale purchase and sale of
tea in the international market, auctions
and all that but, as far as the poor
retailer or consumer is concerned, the
tea prices now are really exorbitant,
higher than they were ever before.

T

Then I must say that one cannot
avoid looking at this—and I hope the
Finance Minister will take not of it—
that in January 1980, when you camec
back to power this whole-sale price
index was 224.2. It means that it has
increased in four and a half years by
50.3 per cent. In roughly 50 months
it has gone up by 50.3 per cent. This
is a fact.

As far as retail prices are concerned,
well. I am not going into it with lot of
figures, but for example, the Economic
Times has publishcd a detailed Survey
which was conducted in the Bombay
City. It finds out the increase in the
same periods—the first quarter of the
financial years. In 1982-83, there was
a monthly increase of 2.6 per cent. In
1983-84 it went up to 3.3 per cent and
in 1984-85 i.e. the first three months of
this year, it has gone up to 4.1 per cent,
These are the Economic Times, findings.
And it is the result of all this that 80
per cent of average citizen’s income has
to be spent on essential commodities
leaving him hardly with any margin for
things like education and medical care
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and such other things. Some how or
other he has to survive. It has really
become a question of survival for him,

I agree with him that there is a
declining trend visible in the off-take
from the public distribution system. It
is a strange thing. It is like a paradox
that while in January this year 1.4
million tonnes was the off-take from the
public distribution system, in April it
has gone down to one million tonnes.
Logically it should not be so. Logically
with prices going up in the open market,
the people should be more and more
dependent on the public distribution
system. He explains this phenomenon
by saying that it proves that the prices
outside, in the open market are also
low and that is why people can buy
from outside instead of buying from the
public distribution system. I am afraid
1 cannot agree with him on this at all.
All the facts and figures do not indicato
that there is any such thing at all. But
what it can indicate is, to some oxtent,
that the purchasing capacity of a vast
section of people of our country is
shrinking.

Sir, the Hon. Minister comes from
the same State as I do. I do not know
if he ever eats the rice which is supplied
from the ration shops in Calcutta, but I
do. I can tell you that sometimes there
is no alternative but to go and buy rice
at higher price from the open market.
It is uneatable rice. Sometimes my
family circles ask me a question : You
are supposed to be a Mgmber of
Parliament. Can’t you find out and
explain where they manage to get this
rice from, which is supplied in
Calcutta ? It is not fit for humans to

, eat. That is the reason why people, in
spite of everything, have to supplement
their purchases by going to the open
market, although they have to pay more
for it. Otherwise it is not possible to
maintain health.

Sir, I now want to ask the Hon.
Minister specifically three or four major
factors responsible for all this. Are
they or are they not frustrating all this
talk* about increase in the output and

-
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increase inproduction so that the prices "
may be stabilised ? First of all,” there
are the administered prices of a wide
variety of commodities. This bas be-
come another weapon of tax-gathering,
not in that name, but for getting
revenues for the Government. But what

is its effect on prices and on inflation ?

Every year you are putting up the
I found a calcula-
tion which says if you take all the
administered prices as a whole, then the
risc in four and a half years has been
fifty-eight per cent put up by the
Government itself. Price of steel has
been raised by 15%. Now, you find
all these engineering concerns and
associations of engineering industries in
India and all these people complaining.
They are big people, But there are also
smaller people, who are in small units.
The Hon. Minister knows in our State
there are many smali engineering units
and small foundaries and many of them
are going into liquidation. They cannot
stand this. But steel prices have been
put up every year. Steel Prices have
been put up nine times in the last four
or five years. That means Government
is regarding it as a sort of revenue
collecting process.

The price of coal ‘and then the price
of levy cement also have been put up
just now. Prices for the last two or
three years—the priccs of fertilizers, of
dicsel and the issue price of levy sugar
have gone up. Levy sugar price is also
an administered price. Everybody is
commenting that whatever extra may be
imposed on the sugar mill owners, they
will make it up from the free market.
sale of sugar. However much they
shout about it, ultimately they make it
up from the free market sale. So, this
is going on, So, I would like to ask
you that when you are trying by other
mcans to control prices by regulating
supplies and so on, how do you expect
to produce results if, at the same time,
you bave a deliberate policy now, it
seems, of going on increasing your
administered prices of such things which
are evital—for production : of other
things ? In respect of coal, Steel etc.,
the prices still keep going up. Same is °
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the case with regard to the prices of

diesel, tyres and so on, on which trans-
port depends. Here, the infrastructure,
the whole thing, is being given a sort'
of an inflationary push upwards which
has a chain effect on all other commodi-
ties which are produced.

Mrs. Patnaik has also referred to
the gtowth of black money. What can
one say about this ? This is a parallel
economy running. Now the black
money economy is bigger and strdhger
than the white money economy. This
is what we have come to now. Then
how do you expect inflation and prices
to be controlled if the Government is
not going to be serious about black
money 7 Now, they produced some
scheme, whether it is a bearer bond
scheme or something- else which does
not even touch the fringe of the
problem. Anybody understands that if
black money keeps proliferating at the
present rate, than it is directly going to
be responsible for large-scale hoarding
of commodities and blackmarketing of
commodities. You cannot avoid it The
IMF from whom we took such a big
amount and obviously we are very well
disposed towards it, has its own estimate
estimates and its. estimate was that
the quantum of black money
in India is about 50+ per eent of the
GNP and it is generating at the rate of
Rs. 2 crores per hour. Black money is
being gencrated at the rate of Rs, 2
crores per hour. This is the IMF’s
view. We all know the ecarlier
which were made. Prof. Kaldor had a
method which was respected and
followed for some time and that was
done by trying te quantify the non-
salaried incomes above the income-tax
exemption limit and from that we were
trying to get what would be the dimen-
sion of black money. Prof. Kaldor in
1953-54, 30 years ago, had estimated
at that time that the volume of black
money was about Rs. 600 crores. It
was nothing, it was a paltry amount or
6 per cent of the GNP at that time
at market prices. The Wanchoo
Committee which came later and sub-
mitted - its ‘chort in 1961, used this
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. method of Prof. Kaldor and they had

estimated that in 1968-69 the volume
of black money had come to Rs. 1400
crores or 4.2 per cent of the GNP.
One Member, Prof. Rangnekar dissented
and he made his own calculations and
he came to the conclusion that it was
not-Rs. 1400 crores, but Rs. 2,833
crores, and not 4.2 per cent but 8.2 per
cent of the GNP. You can take any
one of*these calculations if you Iike.
There is another method which goes by
the name of Prof. or Dr.—I don’t
know—Egdgat Peiges. That the method
know by that name, by which you
calculate the transactions of incomes qn
the basis of ratio between currency and
deposits. The currency, deposit ratio
is taken for calculating the transaction
of income. If you follow that method,
then in 1974.75 the black money
generated works out in one year at Rs.,
14,518 crores, i.e., 20.8 per cent of the
GNP.

In 1981-82, it works out to Rs.
70,000 crores or 48 per cent of the
G.N.P. This is an estimate which is
closer to the IMF estimate. You may
just note that. So, I want to say this
parallel economy is growing all the time.
It is proliferating. It is playing havoc
with prices and it is bound to play
havoc. This is one area in which the
Government, of course, totally has
failed not because nothing can be done,
but because it does not have the will to
do anything. It is, if I may say so,
colluding with this whole process of
generating the black money, because the
people who are doing this black -money
business, are their dear friends and they
are not prepared to take any harsh
measure Or severe measures against
them. We know how this money benefits
these people when it is required.

Then Sir, there is a question which
Mrs. Patnaik also mentioned about the
money supply, that, is the volume of
bank lending and all that. Does he
admit or not that by and large this
credit which is running into huge
amounts, the bulk of it is going to the
big industrial houses and the trading
and commercial concerns apart from

[]
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"what the Government takes ? Govern-
ment, of course, is taking credit mainly
for its procuremeat operations. And if
those operations are conducted in .a
more offective and disciplined way,
then one cannot accuse saying that
money is going to be misused. But in
other cases it is mot only a question
that this money is given to people who
are not really production-oriented. That
is so. But very often this money is
given 1o people who are not even credit-
worthy.

It is the small man now-a-days who
is told by Bank Managers that you are
not credit worthy. By these small men I
mean Scooterwallas or rickshaw-wallas
or the fellows who own pan shop, who
go for a loan. Very often he does not
get the loan because the Bank Managers
say, after all, this loan will never be
repaid and it will have to be written off;
and then from the above we will be
bauled up for giving bad loans. But
what about the big fish ? Are they
credit worthy who have taken this money
and then swallowed up the whole money
and declared their companies sick ? He
knows it very well. “The other day he
gave the figure that sick units which are
lying closed are 51,000 in npumber, Two
years ago, this number was 28,000. 1
never knew about this number of 51,000
till read his statement the other day.
Fiftyone thousand wunits are closed on
the ground of so-called sickness ? And
the closures and lockouts are increasing
overy day. Mr. Swraj Pall’s recent
cpisode has revealed only too clearly
how many of these big gentlemen are
running the so-called private sector on
the puklic funds. There is very little
contribution from their own pockets.
The bulk of the money is being supplied
by Mr. Pranab Mukherjee’s nationalised
banks and the’ financial institutions and
that money is being used in order to
mismanage these units, make profit and
. divert the money to other more profi-
table arcas. And then when time comes
they cannot run the units any more and
they declare them sick and so on.

v

Since we do not have a fuall-dress
iscussion on it; thercforo, I am raising
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only these questions. It is all right he
will say ‘a little bit of injecting some
moneoy where it is needed.

MR. DEPUTY-SPEAKER : You"®
have done better than in the full-;;lress
discussion. o

SHRI INDRAJIT GUPTA : i No, it
is not that. There are so many things
to say which time constraint prevents
me from saying. That would have
enabled him also to go into those things.
What I am saying is that he should not
be complacent and try to lull' this
House into a sense of complacency, by
saying everything is satisfactory, it is
more or less good, it i8 not something
to get panicky abouts We must be
vigilant, but we should not be* compla-
cent and all that, I do not know where
we are supposed to go. The whole
point is that the situation is worsening
all the time and there is no doubt about
it This is also going to affect all the
planning also. It has affected it so far
and the Seventh Plan will also meet
with similar fate if this moanster of
inflation cannot be controlled. Don’t
please reply now by saying like your
leader often does that this is a global
phenomnon. So, what can we do ?
Many things can be done.

PROF, MADHU DANDAVATE
(Rajapur) : He may say it is a noble
phenomena. T

SHR1 INDRAIJIT GUPTA : I don’t
say you can cure it completely so Jong
as we remain in the present system. But
the point of the matter is that why
should you go on aggravating the
situation by allowing these other things
to go on? This rise in administered
prices which is generally done just
before the Parliament meets by allowing
this: black money to proliferate on a
huge scale, by allowing these hundreds
of crores of credit from banks and
financial institutions to go to these
people where money is not used for
productive purposes they are not
credit worthy also but they have been
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given all this money. How does he
hope to control all this price rise at all
if these .factors are allowed to g0 on”
operating just in a contrary direction.

SHRI PRANAB MUKHERIJEE :
While making observations Shri Indrajit
Gupta has widened the canvas of
discussion.

Only one point with: regard to
your reference to  the-full-fledged
discussion. I am telling my expcrience
of the full-fledged discussion on price
rise which we had last year. The

demand was raised from that side.

When I replied to the debate, I did -

not find any Hon. Membcr except the
last two or three speakers and the face
,of reporters.

SHRI

RAVINDRA VARMA
(Bombay North) : On one occasion [
was present, N

SHRI PRANAB MUKHERIJEE : I
might have secen your face also. We
had discussion last year twice. So far
as I am concerned, I have no hesi-
tation to have a discussion—if you
want to have full-fledged discussion,
but some-times......

SHRI INDRAJIT GUPTA :
not blame you.

I do

SHRI PRANAB MUKHERIJEE :
Sometimes we find that we make a
demand for discussion and raising the
demand we forget and many times, it
has been my experience, of course pot
now, even the main speaker does not
remain while the normal parliamentary
courtesy demands one to listen to the

reply.
(Interruptions)

In everybody’s case,

1 am a little puzzled when Shri
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Indrajit Gupta says the wholesale price
index went upto 366 on 30th June. The
figure which I have on 30th June was
336, not 366. The latest figure of
28th June, 1984, it was 343. If his
figure of 366 is not correct, then
surely he cannot‘accuse me that it has
increased around 44 points from 322
to 366.

I am saying it was 336.0 on 30th
June and on 28th July it was 343.6.
That is the latest figurc which I have.

The Secoad Point which you were
saying, when you referred to the per-
centage. I am not going to take
statistical advantage which  Shri
Ravindra Varma explained, but it is
also a fact. When the base increases
with the Jittle changes in the pcints,
percentagewise it would be biggor. Take
the case of dearness allowance. when
the base was 20,0.8 point increase, it
was calculated, roughly it was takeni—f
the rate of inflation would be around
4% or 5%, on that basis it was
thought, on 8 point, on 200 base,
becomes 49%,. But to-day almost 19
increase would be with this base of
little less than 8 poiats.

These are the two corrections, I
thought I should make it.

In regard to money supply, be raised
this question. I have some figures—
M.T.  growth 1981-82 : 12.5%,
1982-83-16.1%, 1983-84 17.4%,
1984.85 upto 20th July 6.29% and in
the corresponding period of the last
year 6.4%. ;

..... -t

-

Coming to the basic question of how
tc-tackle the problem of inflation—I
would like to submit here most respect-
fully that it has never been’ the
contention of us, nor of anybody on the
floor of this House that we can have a
situation where there would be negative
rate of inflation or zero inflation.

In a developing country like ours,
when the purchasing power at the lowest

. 3
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strata is so low, we have to inject the.
purchasing power and through that

process, we have to provide money. And

we cannot let up the developmental

expenditure. And if you have the system

where every yecar you have to_ increase

the developmental expednditure by 24 %,

or 25% from 1980 to 1985, which you-
yourself have noticed and your plan

expenditure has increascd by 229 to -
25%,, one of the measures was to have

administered prices. It is one of the

instruments, [ do admit what you said,

“You have resorted to administered

priced mechanism to mop up resources”’,

Ycs, we have done that. Otherwise,

resources have not been coming from

the Heaven. Resources are coming either

from taxation or from borrowing

external or internal, And in our entire

developmental expenditure, as Hon.

Member is well aware, the total contri-

bution of cxternal resources—bilateral,

multi-lateral, institutional etc,, taken

together—are not more than 7 to 8%,

Therefore, 92% of the resources for

developmental expenditure are being

mobilised through our own efforts and

administercd price is a component of it.

I have never denied it and I have

explaincd it a number of times. But you
capnot simply say, ‘“You should not
have it’’, There should be a balance.

What can I do ? If I find that afier
spending almost Rs. 5 crores to Rs. 6
crores in the steel sector the stecl
production remains the same what cun
I do ? And this argument I gave to
your colleague who sat on the bipartite
meeting. I do not, know what is the
production of steel. It was 5.7 in 1978
and still it is 5.7 now. 1 must have my
14% ta 16% wage increase and Rs. 50
crores additional wagec bill. It is Rs. 2
croros the ctoal scctor though the
production more or less remaining the

same.

SHRI INDRAJIT GUPTA : Find
out why it is hzppening ?

-

SHRI PRANAB MUKHERIJEE :
Where is the carpet under which I can
put this 7 I can put these things either

as subsidies, ) h

- : -

-
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SHRI K. MAYATHEVAR : It is~

due to mismanagement.

SHRI PRANAB MUKHERIJEE : It
is very easy to say something wrong at
the top. I am yet to find out what is the
difficulty at the top. In one institution,
we are having an exporiment of having
workers representatives at the top. Just
now, you have complained against that
institution. From 1970, we are having
representatives of the workers in the

) decision-making level, at the top highest
decision-making body, Board. of Direc-

tors. But you would not say that its
performance is very low. Therefore, let
us not go to that aspect.

- -

We have to increaso the administered -

price and the administered price has
caused some inflationary pressure. There
is no denial that fact. It is not only to
the industrial sector but also to the
agricultural sector. This is a deliberate
policy which we have to accept. We have
to increase the price during this .five

. year period when you talk of 58%

increase. During this period, we have to
increase the wheat price. I am talking
of the support pricc which is 32% for
wheat; paddy 449%; coarse grain 30%,;"
grams 71%; groundnut 66%; and
cotton 46%. Why have youto do it ?
It we did not do this, there would have
been no production. Today I am spend-

ing about Rs. 700 crores to Rs. 800

crores on importing more than a million
tonne of edible oil. This ycar we have
to import 15 to 16 lakh tonnes and if
I do not give sufficient incentive our
farmers to grow edible oilseeds, we have
to depend on import and the classical
example is “‘sugar’”’. When the sugarcane *
growers did not get the remunerative .

price, your production came down from* -

65 lakh tonnes to 39 lakh tonnes within
a period of two years. And when they.
got the price, they increased the produc-;:
tion. The production has not come down

“to that level. There is.a big difference

between 65 lakh toones and 39 lakh-
tonnes and 82 and 66. Simple arith-,
metic says so. Therefore, we have to do
this. After all, this will get some
reflection here. »*

NICT I

"
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New, what would have been the
alternative ? If I would have accepted
the model followed by some of the
Western developed countries, then, I
would have to withdraw the develop-
mental expenditure.

It will result in unemployment. you
are saying. “Why arc you giving money
to the private sector ?’. The entire
textile industry is in the private scctor.
Recently, not only I had to give money
but I had also to give money even at
concessional rate of interest because, if I
did not give the money, the situation
would have worsened. Half a dozen
times, on the floor of the House, it has
been raised that textile mills in Amheda-
bad are sick and it has been said, ‘“Why
are you not injecting money even if
you have to take them over 7”7 We
took over about 114 or 115 mills. What
is the state of affairs ? You are fully
aware of it,

Similarly, the jute industry is there ;
the steel industry is there. Therefore,
in order to support the production,

one will have to inject money. Otherwise,
one canpot manage. (Interruptions)
Everything is mismanaged and you
managed so well—that is what we found
in 1978-79 onwards. When we inheri-
ted an annual rate of inflation of 21.6
per cent. Last year also, you made all
those prophesies that we are ending the
year with an annual rate of inflation of
20 per cent...

SHRI RAVINDRA VARMA : I do
not want to add any fuel to the fire,
nor a spark or flame to the pipe.

-

SHRI PRANAB MUKHERIJEE :.

You need not add either fuel or
fire.

-

You are talking of planning. We
had discussions on planning. If you reach
150 million tonnes of food production,
it is a very small achievement; if you
are baving 34 million tonnes of oil
production in physical terms, it is a very
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small achievement. That is what you are
saying. These are some good features.
If you add 28,000 MW of power
generating capacity from a capacity of
42,000 MW of power, with 14,060 MW
of additional capacity you are bhaving,
almost 50 per cent of the capacity
which you can build up over a period of
30 years, it is not a small achievement.

.

SHRI INDRAJIT GUPTA : How
much of the capacity is being used ?

SHRI PRANAB MUKHERIJEE :
That is a different issuc. But at the
same time—that is my point also—from
what we are spending, we should get a
proper return. My point is that from
what we are paying to the workers, we
arc not getting duc return. You have
talked about the low-paid wage-carners.
For your information—public sector
figures I have given—the per capita cost
of public sector employee in the early
‘70s was Rs. 5000 and today it is
Rs. 19,000. I am talking about the
figure of 1982. Even about the lowest
paid Government employee, if you look
at that figure, on 1.1.73, it was Rs. 196
and on 1.12.83, it increased to Rs. 555,
During this period, the consumer price
index rise is 183.2 per cent. The net
wage increase, In real terms—I am
emphasizing that—is 6 per cent. There-
fore, the small section—I do not say
about the large section—is protected.

SHRI INDRAJIT GUPTA : What
about the executives ?

SHRI PRANAB MUKHERIJEE :
The executives are not protected. What
is the highest salary of the executives
in this country ? Nobody gets more
than Rs. 5000 and, of that Rs. 5000, a
sizable part comes 10 me, about
Rs. 2600.

SHRI INDRAJIT GUPTA : What
about the perks ?

SHRI PRANAB MUKHERIJEE : 1
canpot talk of illegal perks. The legal
perks you know. -
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My point is that in our system what
we shall have to do is that we shall
have to - control within
limits, BExcept in 1980-81, we have
been able to contain the annual rate of
inflation to a single digit. ] am not a
all complacent. I am really "disturbed
and worried with the price situation from
the month of May. Up to April, it was
all right. You are talking of a particular
figure You are saying why have I taken
a certain, period. You can take any
period. But ultimately I shall have to
be accountable for a period of 12
months. Whatever period of 12 months
I take, ultimately, it will be from 1st
April to 31st March.

You are going to judge what has
been our performance for a period of 12
months. What I tried to point out is
that simply if you come to the conclu-
sion that as there has been an
increasc of 5% or 6% in the first three
months, therefore in the 12 months it
is going to be 15% or 20 %, that type

of gencral conclusion would not be
correct,
SHRI INDRAJIT GUPTA: Add

with the same threc months in the

previous year.

SHRI PRANAB MUKHERIEE :
That 1 havc given you.

SHRI INDRAJIT GUPTA : I have
also given you,

SHRI PRANAB MUKHERIJEE
Something is wrong because I have given
the....

SHRI INDRAIJIT GUPTA : One
thing is wrong, that 366 for 30th June.
That was my mistake. I checked it up.
It is 336.

SHRI PRANAB MUKHERIJEE :
Even if you want the figure from 31-3
to July 1982, can give you the figure, I
bave given the figure. -
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1st April to 31st March

~

1979-80 12.8%
1980-81 12.2%

_ 1981-82 6.7% .
1982-83 5.8% -
1983-84 69% -
1984-85 6.6%

What I tried to point out is that it is
rising and I am worried over it because
afier all the basis from 10, if it goes up
to 12—it is 209, increase. But from 10
to 12 ang if 20%, becomes on the top
of 200, naturally the impact will be
much more. I am fully aware of the
problem, But I want to make a limited
point. In the statement which I - placed
before the House, I have stated that this
type of rise has takon place during this
period of the year on earlier occasions
also. And nothing more add and nothing
less.

I have already said something about
the administered prices. Now one more
point. [ think you shou!d not have
raised that issye.

SHRI INDRAJIT GUPTA : Black
money.

SHRI PRANAB MUKHERJEE: No
black monecy. I have myself specifically
referrcd to it. But this point you should
not have raised which you have quoted.
During the Budget discussion, I made it
abundantly clear that what is being
circulated in the name of IMF Study is
not at all IMF Study. You should be
correct on that. I am telling you that
one officer of ‘that Organisation took
up certain Indian models in the same
book itself. He said that according to
different models, it varies from 12% to
48%, and in the footnote of that book
itself” it has been explained that ‘T am
taking theoretically 48%°. He could
have taken 12 not 249 and it is an
individual study. It is not the study of
IMF and this point I thiok, if I remem-

-
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ber correctly, it for 10 to 12 months, I

explained in detail while replying t>

" the genoral discussion on Budget. Thers-
fore, it is on record and after all, it is
nobody’s case that there is no black
moaney. It is nobody’s case that
black-money is not exerting pressure on
the price front. But what is the
quantum ? So far as I am concerned,
I madc it abundantly clear that I do
not indulge in guess. Even Wanchoo
Committee did not come to any definite
conclusion. I myself have appointed a
Committee, the Institute of Public
Finances which is making that study
and I am to admit that we havc adopt-
ed various measures. It is not mecrely
giving them lollipops aad asking them
to come and make voluntary disclosures
as regard the pumber of income-tax
raids, searches and seizures in the
recent months—you have noticed how
much it has stepped up. You are fully
aware of the number of preventive
detentions under COFEPOSA and you
are accusing me that I have no
political will and, at the same time, it
comes to my mind Lhat you are a partner
in that State Government. If I am to
detain a person uader COFEPOSA, I
have to make the whole exercise in
Delhi, send the detention order there
and thereafter the State Administration
obliges me by arresting the person. Not
only COFEPOSA. You accuse me why
ar¢ you npot taking drastic action
against hoarders. This parliament itself
passed an Act. The ordinance was
brought by Chaudhury Charan Singh’s
Government. We translated that ordi-
nance into a legislation. This Parliament
passcd that legislation where even the
hoarders and profiteers would be put
behind’ the bars undsr perventive
detention. And your philosophy of not
arresting anybody under Preventive
Detention goes to such an extent that
you have said that you are not going to
implement that Act. For that also, is
it possible for the Central- administra=
tion to enforce preventive detention
against hoarders and racketeers ?
" COFEPOSA, I can understand, bacause

1

- -
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there is an organization like Customs in
different parts of the country. But this
is basically to be done by the state
enforcing machinery, and you are saying
that you are not going to do it. There-
fore, do not say that I have no political
will. Whatever litilc political will I have
or we have is unfortunitely totally
lacking on the other side. ’

SHRI INDRAJIT GUPTA : Your
will is sabotaged only by West Bengal !

SHRI PRANAB MUKHERIJEE : I
am not saying that. What I am saying
is that it is not a question of political
will. Political will is there and we have
shown it ; we have dome it, wo have
resorted to it. Karnatka was not doing
it, but now they are doing it...

AN HON. MEMBERS : Certain
other States are not do'ng.

SHRI PRANAB MUKHERIJEE :
But there are difficulties. When I arrest-
cd somebody, a very important person,
what happencd ? But the fact remiins
that every year 24,000 pounds were
squandered away without the premission
of the Reserve Bank. For that, what a
drama I had to face, we are fully aware
of it. Thercfore, let us no. go into those
things. We have the will. But mere will
is not sufficient. We must have suffi-
cient machinery, we must have the
enforcement machinzrics, the administra-
tive machineries. At th: same time,
thers is the economic situation, If I
mention ‘black money’, you will say
that it is a global problem. Can you
tell me whether even the most developed
countries have been able to tackle the
problem totally ? Definitely there is the
question of inagnitude, there is the
question of degree But it continues, it
remains there. I myself heve found out
this ; I would not mention the name of
the area ; the people there do not
consider that bringing something from
abroad violating the Exchaage Control
Act can be termed as smuggling, and
they .told ms2 so ; on an earlier occasion
when I visited that area, they told me

-
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that they were doing it for almost 600

years, for generations and in between

the law was passed; and thoy .say that
they were doing it and they will continue
to do it. This type of situation also
comes. You know the place ; I am not
referring to it. What 1 wanted to point
out ‘was this, this is no doubt one of the
measures which we shall bhave to take
and we are taking this strong
measure.

Then 1 come to the money supply. I
have already referrcd to the problem of
sickness in industries. I do not want it,
but it is not my own making. My
problem is that, when an industry
becomes sick, I have to inject more
money in order to keep it alive or
healthy, 1f I do not give money and if I
wanted to protect my institutions’ money
it comes the other way . ultimately I
have to take over 1o protect the jobs of
the employees and thereafter moratorium
was declared. When you quoted that
figure, you have not quoted that amount.
A part of it, a substantial part of it has
been like this : moratorium was declarced
after mnationalisation and takeover ; the
pre-takeover liabilities are frozen. That
also contributes.

#

SHRI INDRAJIT GUPTA : You
have some other Departments to look
after these things. Why are they falling
sick ? -

™

- ——

SHRI PRANAB MUKHERIJEE : 1
do not want them to fall sick.

? do not think there is any more
point to be answered.

st nda gawe fag  (fwQar
q1%) : WA AYA SqiEAW ARILT, qrAAg
FAY oY 7 agd ¥ AR AFY AR
qur 7T faar | ge@id Far fF5 =AY a1
faq, F1eq ay aywa, feaq maw
) fing @wag oardew & Afwa
weeq W gyud, sasgifAEg qemRd
N #1ad agl ag @ &, ag aa §N

SRAVANA 25, 1906 (S4KA)

.

Rise in Prices of 334
Ess. Comm. (CA)

RZITY 7 §1F FI@ F1 Fifqw 787 7Y )
AT JT7 JFAT F OF AT FZFT A
U 9 g9 70 IfFET 72 & e
fe sty argdYy Y grag Far g0 &
HATIFT O ITF qJAT ATZAT § |
RZT AT FIAAT ATETFY €7 TFETA
afvarsr gamar gar | faaseT ¥.@
FT WIT § 80 TIT & AFT 100 I
gfa -featary, QYR &1 W@ g 6
zyq ufg fEAtary ax faae 1 wia
40 '9q sfg featamm & g 91
faqt7iag & feata  wigs 1 w14
a1z v¢ Sfa faeT atT A =1 wig
grd qq gfs fraara g 1 W Fgd
F1 9adq 48 ¢ f% qrarcoy gAY av
FATTHT XGAET GAg gl qrar | &
ag qear argar § fF #rad a4t 73
@ F| g/ 9T A 1 &7¢ gfa
Y 9gr fgar g 7 aaerfa qv ot
TR ag1g A% ) UsAl 7§ ge7 fAgAor
warz Wt gfg @ W ag FG@
arar § fs @awq 2, gafag afe @
@Y | IR @T I3 § gOfeQ
FINF 97 A § 1 SQIIT IFAT & AY
4 F &7 Faar « ar feaa gar
Trfge 1 fasy qfiat § 2.9 qig@z A
afg g$ stz wawewfs N I 17
gfgwa T &1 gad qrg A {19

wgd § O fagaor &< faar § 1 Orad |

FAL OF 1T IF A1C qt 98 Ny ag
Frdy &1 foewy fea¥ stiqfa #@=raa
AT IAMT FAFT T q1qrfIaY sl
fra-mfasi & arat gf fagd @A
22 &9 Sfa feq Iz & 7iq 47 )
A §AEa a9 '9¢ 9fg fea Igrd
¥ faq agwa ¥ wfey facg daea
7 38 79 afa feq agy A aqafa
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g &1 22 7 #Y ©F TIQ 45 §9
afs feat agy N gzafs faca
ARy A 2D wafs g wrd A

fasa w91 9a ¥ 60 4 TTF N Wt

FTafa a8 1 3w IRAD 7 33
FAT 75 A1@ T F1 FAeqfy &
Fas.wifas®Y ®1 garer @ faatar
AT A EY gt N awE G Ay
TPEa| AL FAT gAT & | AT SATar
g 50 ®I¢ fa&s T fa@id & 175
gqq fast | 1@ a9 A Y faadar
N faa F3a & aw a7 9f
Fratfaa 137 AT F 17 ¥ ¢F AR
&qq 29 &Y afg & 7€ 1 F faqax
gfa fasdimw o goar @t ¥
gfg ®1 &% mar 9t gxar g1 afg
GIFH1T 7 9=4rg 99 afg faa € agq
fag.aifaaY s:12 1 qea1 ¥ us
F@arT fagear 2, I oF @aI &
AqFY F@AT FI1gar g «aagqfa g«
FT 19 TEIETFEFIT T an &Y q¥
OF T Alg FUS ®IC FT afafesq
Ng = fgar §, fqad qaeifg 3a 3
faafaral #1 45 #78 ®FQ &1 II9
2T Y7 var 99t @ f& @edreg &9
¥ qma & fgu aawafa famfarsiy
¥ qawa 15 F0% ®9q fqq &' 1 T
q@aTT F1 gAfcaq § |

JAT 9T | A97 23 FUT JAC
qrg §T fgar | qiegay, gm ggi
ST FRW F MY FT T F73 9%
g, @13 dm '9¢ sfa f&a) & agr
Fr 17 &qq wfa feey w7 fRan)
TaF FTT7 FTATT F FE-FE AT
gra gqa Nfa fHet F1 2T § o 4T

T
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giwsd agi g 1 A fag-mfas) §
ATTHT 23 FAT €70 fagrT st IO
SR F AZTFIAT 4T, HTIY ag Fg B
g%} sig faar fr framaY £1 qaarm

" wTar g Afea & wgA1 wigar g fr
gl dar fag-gifas} & Aer &
Ty w1 aYfacg AT gEe § A
1T | -

ATHTH L AT H qea-3fg T

- Y YT 5 @7 §, AT AT HAT

FET I, AT IR § QA-I1T qFF gAY

¥ uey faw ofa T agy 91 @ §, 99F
NG TET_ATTHI FIT AF FUI TAT
agy ayar 1 sAar food @y @r g
F1 ATAGYT FAY Y Tqsz FT fy
Faeafa 97 oF T9¢ 45 99 wfq foa
T g F A FA1 Afacg 9r |
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qT TEX AX ANIA F IR T FB T
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SHRI PRANAB MUKHERIJEE : It
is most unfair' that in the spcech of the
Hen. Member, in such a serious debaté,
he degenerates it into polemics., [ refute
these newsp'pers with the contempt
that they deserve. You know, as a
Member of Parliament, if you want to
refer to anything, you have to give a
notice Hundreds of thousands papers are
published from every part of the country
and one is not expected to read all of
them. Do not misuse this,

SHRI RAJESH KUMAR SINGH :

I am not misusing this.

SHRI PRANAB MUKHERIJEE : If
I also use all thase against you, what
will you fcel ?

MR. DEPUTY.SPEAKER : There
should be no personal accusation.

SHRI RAJESH KUMAR SINGH :
It is not an allegation. [ am only
quoting from the papers.

MR. DEPUTY-SPEAKER : If you
tell something against the ruling party,
they will also say somethings about
you, This is not a forum to decide all
these issues.

SHRI PRANAB MUKHERIJEE :
This is a baseless charge which the Hon.
Member waants to make only to further
the interest of his party and to maligh
the other party. I am not going to
reply to any of these points except the
general points which are relevant to the
debate.

MR. DEPUTY-SPEAKER : You
need not reply.

SHRI PRANAB MUKHERIEE : 1
am not interested to feed them with
statistics. I am interested only to place
the facts, 1 kaow what their perfor-
mance was when they were in office. In
one year they increased the price to

-
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21.8%. 1If this gentleman comes and
tries to give advice to me that you
tackle this price situation in a parti-
cular way, [ am not going to simply
accept it.

MR. DEPUTY-SPEAKER : Probab-
ly, he was not in the Governmeat.

SHRT PRANAB MUKHERIJEE : It
was his Government. (Interruption)

MR, DEPUTY.-SPEAKER : The
Minisrer gives some figure. Why do
you dispute that 7 (Interruptions) When
you are being touched how much you
get up and say ? So also, when you
touch the ruling party, they. will also
come and say the same thing. Now it
is an example.

SHRIMATI PRAMILA DANDA-
VATE (Bombay North Ccntral) ¢ You
have created the situation.

SHRI PRANAB MUKHERIJEE : I
can assure thc Hon. lady Member that
we have not created the situation in
which my wif¢e had to take out or
lead a demonstration against me as
Mrs. Dandavate had to do against
Prof. Dandavate, At least, we have not
created a situation like that. (Zarerrup-
tions) 1 am just reminding her.

MR. DEPUTY-SPFAKER : There
will be no end if politics is injected by

any sidc.

SHRI PRANAB MUKHERIJEE :
Anyway, this a serious situation. I have
never claimed that everything is all
right on the price front. If somebody
wants to inject insinuation taking
advantage of this debate, then, it is
really unfortunate.

It is really unfortunate that the
Price situation is there. He has quoted
some obscure figures, some samples. I
do not know why the market has sold.
at Rs. 12 per kilo in the case of
tomatoes. There is a dislocation in
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Calcutta sometimes and it happens
‘when there is flood that potatoe was
sold at Rs, 1| per kilo or something
like that, But that is no indication.
During this time of the year, when
there are seasonal factors, this happens
and I did not mention that the seasonal
factors alone cause this. He has not
listened to me and he has not followed
me. I said that certain items are
affected because of the seasonal factors,
and in the cass of certain items there
is an upward trend. I have never said
that the prices are going down. When
we talk of inflation, we take into
account the growth. It is not a quc¢s'ion
of one hundred rupeces worth of goods
will be sold at Rs. 80. In a developing
ecconomy, it is not possible, Otherwise
You have to stop the total growth. We
did it once and we had negative growth.
We did not have any growth. The
planning activities, the developmental
Aactivities are not kept in high tempo.
Simply it is not possible. The conten-
tion is that we are trying to kcep it
within a manageable limit. In reply to
Mr. lndrajit Gupta’s question, I have
<xplained in detail...(/nterruptions).

After all, we wou'ld expect that the
‘Members would have some respect,
while the Minister is replying. Every-
body knows who makes money and
from where the money comes. The
Minister of Finance has more oppor-
tunity to know this. But I cinnot
disclose this thing. For five years, I
was the Minister and earlier also. [
know which party leader makes money.
Let us not go to that extent. What I
am Irying to point out is that, in reply
to a question of Mr. Indrajit Gupta,
there are certain factors and we are
fully aware of those factors. Naither
I have taken up this issue casually nor [
wanted 1o take political advantage out
of it. Had the issue was not raised
that during 1980.85 it has been the
maximum, I wou'd hot have refuted
that. But my contention is that
seasonal factor is one such fictor.
But there are other factors, partly
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money supply is responsible, partly
speculation is responsible, partly
hoarding is responsible, partly non-
availability of cssentials is responsible
and partly dislocation of supply is
responsible, It is true that we have hot
been able to provide the fair price in
each and every part of the country.
There are about 600 thousand villages
in the country and if the number of
fair price shops are 200 thousand and a
little more than that, obviously it would
not be possible for me to reach every
village. Therefore, these are the factors
and we shall have to tackle the
problem both from supply side and
from the demand side by augmenting
the supply and I have taken certain
measures for augmenting the supply of
edible oil through importing this item.
I am importing 16 lakh tonnes of edible
oil. We are instructing the State
Governments that they should ensure
that there will be more off take from
the public distribution outlets and we
are also contemplating how it can be
mades feasible. It has also been con-
templated that in stead of cash we can
provide foodgrains or other essential
items. Of course, it is a big organisa-
tional problem. These are the measures
which are being taken to tackle the
problem.

SHRI M. RAM GOPAL REDDY :
(Nizamabad) : Mr. Deputy-Speaker,
Sir, the Hon- Minister has made a very
frank statement and he has brought out
all the important aspects to the notice
of this House., Now, one aspect is not
touched by the Opposition and they
conveniently forgot it.

During the past thirty-seven years
of Coagress rule minus two or two and
a half years of the Janta rule, the
agricultural production has gone up
by 300 per cent, and the industrial
production has gone up by about 1000
per cent, and all this wealth is very
thinly spread over the nation. The
population has also gone up from 30
crores to 70 or 75 crores, and that is
the major contribution of the Jaita
Party, bocauss they never cooperated in
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this matter...(Interruptions). They came
to power for a short period and that
has beea the bane of this couatry.

After all, the Finance Minister can
ask the farmers to produce more, he
can ask the industries to produce more,
he can also make finances aand other
infrastructure available to the people,
but what about the control which is
very much necessary in respect of our
populatioan ? The Finance Minister or
the Government alone cannot control
it, it should be the movement of the
people. And that'is vesy much lacking.
In couatries like America, Russia,
Japan and Germany, popu'ation during
this period has almost been stable.
Russia has a popu'ation of about 24
crores, America 23 crores and Japan
9-10 crores, and there is no increase,
whereas we have trebled our population.
I would like to know how the Ministers
going to solve this problem if the
opposition doss not cooperate,

Further, I would like to know from
the Hon. Finance Minister, which are
the Stateswhere the price rise has been
more as compared to other places, and
whether he has got State-wise figures in
regard to the price index.

Further, the Finance Minister has
repeatedly advised some State Govern-
ments particularly Andhra Pradesh not
to spend money on unproductive pur-
poses. I would like to know how many
States bave spent money on unprodu-
ctive purposes, and what is his reaction
to that.

MR. DEPUTY-SPEAKER : Except

Andhra Pradesh, you give all the other
figures.

SHR1 RAVINDRA VARMA : That
has become redundant now; you have
succeeded there.

SHRI M. RAM GOPAL REDDY :
Under the 20-Point Programme, the
Prime Minister has given a direction to
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the whole country to op:n fair price
shops in all the places where the
population is 2000 and above. I would
like to know, which are the States.
which have observed this direction.
minutely and taken action. This is.
because, the price rise can be controlled.
to some extent, if the public distribution.
system works properly, and which
depends solely on the State Govern-
ments. On the other hand, some State:
Governmeants have been asking for more
powers and have been blaming the
Centre for being unfair to them, whoareas.
they do not set their house in order..
In this background, 1 would like to-
know from the Hon. Minister, how he
is going to stop wasteful expenditure
for non-productive purposes by some:
of the States.

SHRI PRANAB MUKHERIJEE
Unfortunately; we do mnot have the
system of collecting these figures from.
the wvarious States. we collect these
figures from a large number of Centres, '
some 50 or 60 centres, spread all over
the country in the wvarious States and-
thereafter we compile the figures. It
would not, therefore be possible for
me to give the figures statewise.

In regard to the productive and non-
productive expenditure, my views are:
quite well known and I would not
like to discuss it in detail. 1 have made
it quite clear that if we go on spending
money on non-productive items, we
can keep the people satisfied for the
time being by giving them doles etc.,
but that is not the permanent solution..
Permanent solution lies in overalk
economic development and for that we
should spend more money instead of
spending money on what may be:
termed as populist measures.

In regard to the strengthening of
the distribution system, my colleague,
the Minister in charge of Food and
Civil Supplies has taken it up with the
various State Governments and pointed
out that they are not only to ensure the
off-take from the Central Pool, but
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thoy have to enSure that it reaches from
the State hcaiquarters to all the outlets
located in different parts of the country.
If the foodgraing reach merely the
metropolitan cities or the capital, it is
not adequate unless from there arrange-
ment is being made to distribute it in
different parts of the State. So, that
is being contemplated and we arc trying
10 “strengthen the public distribution
system which is one of the most impor-
tant items of the 20-Point Programme.
But still there is som:z deficiency and it
would be our endeivour to improve the
situation.

SHRI M RAM GOPAL REDDY:
Does the increase in population have
any adverse effect ?

-

SHRI PRANAB MUKHERIJEE : It
has, obviously.

44.15 hrs.
MATTERS UNDER RULE 377

(i) Ccntral assistance needed to cons-
truct hostels in urban areas for
Scheduled Caste students.

- SHRI LAKSHMAN MALLICK
{Jagatsinghpur) : The Scheduled caste
students studying in pre-matric classes
are given pre-matric stipend under the
Centrally Sponsored Scheme. But this
facility is not bceing availed to cover
large number of such students due to
non-availability of suitable house build-
ings in urban areas.

.In view of this, I request the
Government of India to kindly consider
10 proyide required assistance for cons-
truction of hostel buildings in urban
areas for scheduled caste students study-
ang in Pre-matric Classes.
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(ii) T.V. Station for Katniin Madhya
Pradesh

. wmaTE Qe | (SE9g), ¢
a'tnum qg‘raz:r, 7y sr&m F TITYT
fgar ¥ sagear & fgma ¥ IR
¥UiF &7 W g Fed, fqgar aagear
UF qA1@ & HIT |

e fgarm F qrdqq G agt
9% & T QX A7 S3W § q9 ¥ 930
gar garg At ggr 9T fema
Wit gfez @ wi7aad & #eg-fasg
qT g F FI77 IA  ATIIIT FT1 CF
93 931 %78 F2A! §, 9gf ¥ ©: fwa-
e qrt w1& § a4r ag wEaAIw
S #AT JIAT FUAT G |

TA gW! FTIOT A FIF-AIT F 37
q dga a3y &A1 H JAJ0FT AATTRT
AT QAT & 1

A, 4, A drsAr § w2
fog g@t & Feft § a4 ¥ T
€q1AY 9T 2. Y. €2 @ F EQUAAT &I
TEY § 1 FEA T TB AT AT qifanra
giara ar IF &, 9% afafegaarn
FA g 2 |

qq: gIAT TAT T FA S &
aq7ia § fr 78 sfdasa az F1T qU
F7 TN A A 4l ST FW@ ¥
2w garfd &3

(iif) Speedy steps needed for expansion
and utilization of Thripoorilthara
Railway Siation

,SHRI XAVIER ARAKAL (Erna-
kulam) :,, Thripoonithara is a small
Railway Station at a stone’s throw from



