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. Developing countries can leapfrog several
application of biotechnology in agriculture”

On the 1999 Wants to promote a
Time 20’ list of most  culture of sustainability,
Influential Asian pe oole which would result in an

Has published 254 scientific

" Ramon Magsaysay (1971) ~ papers in the fields of crop
* Albert Einstein World Award ‘ ’
of Science (1986)

+ Padma Vibhushan (1989) . genetics, and phylogenetics

" stages in the development process through the [

of the 20th century ~© “evergreen revolution”

& Renowned scientist M S Swaminathan was born on August 7, 1925

- FATHER OF THE GREEN REVOlUTION .

Improvement, cytogenetics and \‘\ __‘-‘
¥ |

* World Food Prize (1987) B newsflicks sineaees oo moic SSIFI SN mséﬁmnmnm '
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Agricultural production (million tonnes)

120 - = Total production of food grains increased
100 - from 51 million tonnes in 1950-51 to 252
80 - million tonnes in 2015-16.* According to
6l - the second advance estimate by the
Ministry of Agriculture, food grains
40 - production is estimated to be 272 million
N —a___‘_‘/'—/\’_‘ tonnes in 2016-17.°
0 * The production of wheat and rice took off

after the green revolution in the 1960s, and
as of 2015-16, wheat and rice accounted

for 78% of the food grains production in
=@ \\heat ==@==Rice Pulses ==®--Oilseeds the country.

1950-51
1960-61
1970-71
1980-81
1990-91
2000-01
2010-11
2014-15
2015-16




Growth in agriculture sector (%) Contribution to GDP of sectors (%)
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Food availability stagnant
Foodgrain production has increased, but people still remain hungry

300
250
200
150

100
50

- === Net availability of foodgrains per person per year in kg

e Country’s food production in million tonnes 244.49
i — 7511

§ 171.1 166 ¢ 1709
. 14.4°1 ._15.7;9—-—".'_——0/ .<5!;2-—""0-——_.

1951 1961 1971 1981 1991 2001 2011 2016

Source: Agriculture Statistic, Ministry of Agriculture and Family Welfare




| GLOBALIZATION

TOP 10 CHALLENGES FACED BY SMALL & MARGINAL FARMERS IN INDIA

Large farmers have access to canal water for
WATER 2 y :
PROBLEMS irrigation purposes. But small and marginal

B farmers mostly depend on ground water

CREDIT & The problem with indebtedness is, it keeps on
2 ag ]IS increasing for small farmers with time

Successful implementation of even a modest
package of land reforms can surely improve
the prospect of small and marginal farmers

Climate changes have been a major challenge
for food security, agriculture and livelihoods for
millions of rural farmers

The protection policies and huge subsidies
given by developed countries have

EEASNGES negative effects on small holding farmers

. ASSOCIATED
| RISKS

Scheduled castes have more than half of their
SOCIAL holdings with size less than half a hectare and
GROUPS 15.6% of small farmers belong to scheduled

® tribes

In case of marginal farmers, literacy among

LOW LEVEL males and females were 62.5% and 31.2%

EDUCATION while the same for medium and large farmers
= were 72.9% and 39%

DIVERSIFI- Support systems for diversification need to help
3 the small holder farmers in order to improve
CATION the agriculture econocmy of the nation

In 2004-05, percentage of women among
marginal farmers was 38.7% whereas in case
of large farmers, it was 34.5%

Health Hazards, Labor Market risk, risks
related to harvest, life cycle, and social groups,
and Community risks are some of the risks
faced by small and marginal farmers




atller 0f The White Revolution
%  VERGHESE KURIEN

(26 Nov 1921 — 9 Sep 2012)

Was the chief architect of His 'billion-litre idea
OPERATION FLOOD, who ‘Operation Flood' lifted
made India the largest milk millions out of poverty in
producer in the world. India, and outside.

Other institutions established under his leadership include
AMUL, GCMMF (Gujarat Cooperative Milk Marketing
Federation Ltd) & NDDB (National Dairy Development Board).

He made the country self-sufficient in edible
oils too later on, taking head-on the powerful
ad entrenched oil supplying lobby.

-

i ~ ’ Awarded Ramon Magsaysay Award in
| ‘ 1963 & Padma Vibhushan in 1999.




Dairy revolution

Following the success of the Green Revolution, Shastri turned his attention
to the dalry sector

Of particular interest was the cooperative movement in Gujarat’s Anand, led
by Dr.Verghese Kurien

Kurien helped Kaira District Co-operative Milk Producers’ Union Ltd expand
its work, ushering in the White Revolution

In the years that followed, the government’s "Operation Flood" led to a rapid
increase in milk production

Self-sufficiency in the dairy sector was achieved entirely through the
cooperative movement, which spread to more than 12 million dairy farmers
across India

Decades later, Amul, the brand started by cooperative farmers in Anand,
remains a market leader
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Milk production (MT)

Milk Production and Per Capita Availability
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= [ndian politician and independence activist

= Sowed the seeds of the Green Revolution in Indian agriculture

= Minister for Food and Agriculture - worked with
Dr M.S. Swaminathan, B. Sivaraman and Norman E. Borlaug

- = Awarded Bharat Ratna, Indian's highest civilian award, in 1998

« Subramaniam was the architect of India's modern agricultural
development policy, after the success of his programme which led to a

_ record production of wheat in 1972 termed as Indian Green Revolution —

= As Minister for Food and Agriculture, he introduced high-yielding varieties of seeds and more intensive

application of fertilizers which paved the way for increased output of cereals and attainment of self-
sufficiency in food-grains

= Dr. Norman E. Borlaug, wrote about him: 'The vision and influence of Mr. Subramaniam in bringing about
agricultural change and in the very necessary political decisions needed to make the new approach
effective, should never be under-emphasized. The groundwork for this advance (in the production of
wheat) was solidly laid during that period (1964-67) when Mr. Subramaniam was the guiding political
force instituting change.'

* He appointed Dr.M.S. Swaminathan, who played a major role in green revolution and Verghese Kurien as
the chairman of National Dairy Development Board when he ushered the Indian White Revolution.

~ = Kurien had said that the key role played by Subramaniam in the whole thing (Operation Flood) is hardly

mentioned. He founded the National Agro Foundation, Chennai and Bharathidasan Institute of

Management, Tiruchirappalll.
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Chidambaram Subramaniam - Bharat Ratna

-

YR Sy # giva wifa & dier aig W ST PR S
| 3R P FA - 3T o T WriATYE, 6 Ravw= sk A § aRam 59
& w1y B 3
1998 ¥ HIRT & HaTesl ANTR® RPR, HRd 7@ | GH1aT

aUvqH YRd 31 nyFe FiY Rew ifa & arger 4, 39¢ srdwa
1972 # 71§ &1 Rpis Iae faran, oY wRdla shva wifa sa1 ™
@y R P 0 & w9 H, 3T diol Ft A4 3ue 3 aret
3R I & afire e Iy B yward B, PR sFTe & e | 3fS g8 ok @rems |
SrefrRar &1 ant e gem

ST ATHA § IR A 3% TR | for@r: ot gewvaw &1 TRF0T 3R wuTe HN ulvad= @ 7 3k ¢ et §
F YU T F e smaxas Sif smaxge® woHifae Aofal &, w1t oft w0 a8 g wifgw ot
GAUUGH W AP TGaATd A1 aTd ANTGRI® Io-1Ta® aa 4, I 3rafy (1964-67) ¥ SR 59 W
(g & Iaure ®) & forg g vt g <& -

I 31 T, @i, frelR sfva wifa & vga yftre Frug &, ) Fgfda 3t &, sk affe siaa
o1 UPIa 3N AT 91 & srwy & wu A frgaa fan un, sia 3R Wt 49 wifa Bt grema 31 o
BT PRI A T U1 b GarAvaH FRT TR WIS § Ae@yul YT FuE 181 3511 U9 o BIESSTq, sy
IS 3R HRAIGTH $Wlege ATe AAwde, fsfermaedt @t wiman #t >8




Annual plans (in place of the five-year plan)

India suspended five-year plans briefly, drawing up annual plans between 1966 and
1969 instead

This was done as the country was not in a position to commit resources over a longer
period

The war with China, the below-par growth outcomes of the third Plan, and the
diversion of capital to finance the war with Pakistan had left the economy severely
weakened

Monsoon played truant during the 1966-67 season, worsening food shortages and
causing a sharp spike in inflation

The constant need to import foodgrains or seek foreign aid also posed a serious risk
to India’s political economy

In the 1960s and 1970s, Indira Gandhi piloted a number of policies in an attempt to
trigger economic growth while staying within her socialist ideals
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YR 7 1966 X 1969 & &7 arftfes Giorafl &1 TR Hd §C, UTd-auig grei-13i &1
R & fear ur

o7 STfY Fife <20 3iftres 0y d TO1eH Ufdas &4 of feufa & 78) a

919 & 1Y g, d93 Qi1 & WR19 fasrd ufivony, iR urfeear & a1y g &t
foaifra S & T Yoit warg A srdarawyt & g3 avg o R & fgar ol
1966-67 T & GIRTH AGA = ¥&xTd UG fohar, o @Ry uerdt &t & 3k
AERBIfd ¥ o gfs 8%

TR ST B3 g7 fASRI HeTadT a- & fAa aaddr A HRd &1 e Idd
rferawyt & fore we R waRT der o fean

1960 3R 1970 & SXF H, SfeT Wik A = JHTSATET 3Me & HiaR T8d T onfd®
faera & 7ifd ¢ & yura A w3 ifaai ga15




Nationalisation by Indira Gandhi

The 1960s was a decade of multiple economic and political challenges as two wars
had caused hardships for the masses

The death of Nehru and Shastri in quick succession caused political instability and
triggered a power struggle within the Congress

Indira Gandhi’s rupee devaluation had led to a general price rise

Congress returned to power with a smaller majority after the 1967 general elections
and the party lost power in seven states

That was the first time political federalism was felt in India in true sense

Indira was challenged by the "Syndicate" (a powerful group of ex-Princes, many
owning Banks)

In response, Indira Gandhi nationalized 14 private banks on 20 July 1969

The aim was to accelerate bank lending to agriculture at a time when big businesses
cornered large chunks of the credit flow




ECONOMIC PERFORMANCE OF ALL GOVERNMENTS

India’s GDP grew at the slowest pace between 1962 and 1967, a period when the country went to war with China.
14

- (Year-on-year change in %) 1 Average GDP growth ' Average inflation (% YoY)
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Notes: 1) GDP (Gross Domestic Product) has been considered at factor cost (old series) till 2013-14 and at market prices (new series) for 2014-2019
2) Inflation for the period 1952-1962 has been measured using WPI, and for cther years, CPI-IW has been used since it provides the longest time

AR SN S O M Source: RBI, CMIE, ‘An Analysis of Inflation in India 1950-75", by V.
Pandit, Indian Economic Review 1978, Mint calculations
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1960 BT 3P Hs d3g DI AP 3 IeHifad FATAUl BT JTAAT B aTaT 4T TP S gl A a1 &
fere givend @t ® df &
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The impact of Banks' nationalisation

This was aimed at alighing the banking sector with the goals of socialism, and made
her a popular leader

Bank nationalization helped boost farm credit and lending to other priority sectors
Financial savings jumped as banks opened branches in rural areas

But the PSBs soon became complacent, as there was little competition

Some politically-influenced lending decisions led to crony capitalism

NPAs was not a major problem earlier, but became one in 2010s, after the global
recession struck India

By 2020, the state-owned banks faced a nearly ¥10-trillion mountain of bad loans,
representing about 90% of the total dud loans

The COVID-19 crisis will only worsen this drastically in coming quarters
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* July 19, 1969: In a big move, the Indira Gandhi govt. nationalised 14 private banks, and 6 more in

L)

1980. That was done to change an old system in India where moneylenders, traders and landlords
dominated the rural financial system ("non-institutional" sources). Private banking system could
not meet rural credit needs.

From class to mass: Many steps were taken to spread the reach post 1969.

+*

++ Branch opening policy - For every branch in a city, banks were needed to open 4 in unbanked
rural areas. So from 1833 rural branches in 1969, the number went up to 35,206 in 1991.

+* Priority sector lending started - All banks had to put aside 40% of net bank credit for
agriculture, MSMEs, housing, education, weaker sections.

++ Differential interest rate scheme - Loans were given at lower rates to weakest among the
weak sections.

+» Lead Bank scheme - Introduced in 1969, each district got a lead bank that set the pace
("pace-setters") in giving integrated banking facilities.

** RRBs established - The Regional Rural Banks were created in 1975 to enhance institutional

rural credit.

+* NABARAD created 1982 - It regulated the functions of cooperative banks and RRBs.
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Overall Impact: The share of institutional credit in outstanding debt of rural households went up
from 16.9% in 1962 to 64% in 1992. That was a reply to economists who argued that
administered interest rates create "financial repression".

Logic: If govt. controls interest rates, then savings rate would go down, and investment funds
would be rationed. But in India, things changed -

+* Deposits to GDP ratio went from 13% in 1969 to 38% in 1991

% Gross savings rate rose from 12.8% in 1969 to 21.7% in 1990

%+ Share of advances to GDP rose from 10% in 1969 to 25% in 1991

% Gross investment rate went from 13.9% in 1969 to 24.1% in 1990

Larger goals : Contrary to popular theory, Indian bank nationalisation led to proper redistribution
In the economy via monetary policy and interest rate administration. ("historical wrongs" righted)
Post 1991 : The Narasimhan Committee took a new view - separate the monetary policy from
redistributionist goals! Let banks run on a profit motive. So, the RBI changed its branch opening
policy. Even priority sector lending norms changed and corporates in agri-business got loans.
Impact : More than 900 rural branches shut shop soon. Agri credit growth rates fell from 7% p.a.

in 1980s to just 2% p.a. in 1990s. Rural financial markets saw institutional credit drop from 64%
in 1991 to 57% in 2002. Moneylenders were back!
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Reverse again : The dangers visible, the RBI in 2004 announced a policy to double agri credit in 3
years. Branch policy was tweaked again to serve under-served regions. By 2011, rules said at
least 25% new branches had to be in unbanked centres.

Result : Rural branches rose to 48536 in 2015 from 30646 in 2005. Agri credit grew much faster.

But a large part went not to farmers but big agri-business firms and corporates located in non-

urban centres! Rural households had 56% institutional credit, lower than that in 2002, or 1991.

No frills accounts : From 2010 to 2016, opening such accounts for unbanked rural poor was done

by PSBs only. Witout a decisive presence of PSBs in rural areas, this would be impossible. The

PSBs helped India in the great recession of 2007 also.

Change in policy stance : Despite all that the PSBs have done for India, the govt. policies are not

supportive of them.

** When growth slowed, excess liquidity in PSBs was seen as a substitute for counter-cyclical
fiscal policy. Govts. would not want a higher fiscal deficit, and hence would encourage public
banks to lend more for retail and personal loans, high-risk infra projects and vehicle loans.

<* Banks were using short-term funds to lend long-term, at times without due diligence. Many
turned NPAs.

+ Today, scared of fiscal deficit, govt. is dithering on recapitalisation and talking of
privatisation. That will kill the whole idea itself. Mega merger of PSBs announced in 2019.
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***Key Learnings :
+* From 1969, the whole aura of banking in India changed due to the mix of
new socialist policies followed by Indira Gandhi govt.
¢ In the LPG era, the role of PSBs was diluted, but then again revived when
institutional credit etc. did not grow.
*+ Today, we speak of privatising PSBs due to high NPAs, which will be a

dangerous move.

*+* The mega PSB merger announced in 2019 was ill-timed, as growth
slowdown worsened its impact, and then COVID-19 arrived in 2020.
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Rupee devaluation by Indira Gandhi in 1966

On 6 June 1966, Indira Gandhi took the strong step of devaluing the Indian
rupee by a sharp 57%

The rupee fell to 7.50 per US dollar from 4.76 level

This was to counter India’s significant balance of payments crisis (BoP) -
same step was taken years later by the Rao government

India's apathy to foreignh investments and neglect of the exports sector
meant that it ran constant trade deficits

The devaluation aimed to boost exports amid limited access to foreign
exchange, but accelerated inflation

Indira’s move meant that Oman, Qatar and the UAE, which used the Reserve
Bank of India-issued Gulf rupee, had to come up with their own currencies
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Hlstnrlcal Indian Rupee Rate (DTR L s5D)

Year INRUSD | Year INKTSD Year INRTSD | Year INRUSD
1547 1 1581 8.68 1992 2272 003 46460
1932 4.73 1982 043 18995 2814 2004 4528
1966 1.10 1983 10.11 1954 3135 2005 #4101
1973 7.66 1584 11.36 1992 3143 2006 4317
1974 8.05 1985 1234 1996 3532 2007 4120
1975 8.41 1986 12.60 1997  36.36 2008 4341
1976 8.97 1587 12.95 1958 4133 2006 4832
1977 i) 1588 1391 1959 4312 2010 4365
1578 8.20 1585 16.21 2000 4500 2011 4651
1979 8.16 1590 1.30 2001 4723 2012 353
1980 ) 1991 272 2002 48.62 2013 3833

2014 6100

Averags zaie] cunrency

shown in this ghle: 1973 0 prasent

sxchanes rae for the Indizn Rupss (Rupess per TS Dollar) iz




The Janata Party years: Demonetization 1.0 and the exit of Coca-Cola

The 1975-77 national emergency imposed by Indira Gandhi led to her ouster in the
1977 elections

The Janata Party came to power after the 1977 elections, and PM Morarji Desai
withdrew the legal-tender status of 31,000, 35,000 and 210,000 banknotes in a
crackdown on illicit wealth

The legalization of strikes, outlawed by Gandhi, and reinstatement of trade unions
had an impact on the industrial sector

George Fernandes was made the industries minister, and insisted IBM and Coca-
Cola comply with the Foreignh Exchange Regulation Act (FERA) that mandated
foreign investors could not own over 40% in Indian enterprises

The two multinationals shut their India operations

At that time, in 1979, China had started opening up under Deng Xiaoping's economic
reforms (1979-1996)
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Indira Gandhi the reformer

Indira Gandhi returned to power in 1980 after the Janata Party government
unravelled

Indira was a left-leaning populist until the 1970s, but now initiated big-
ticket economic reforms to secure an International Monetary Fund loan
The sixth five-year plan (1980-85) pledged to undertake a string of
measures aimed at boosting the economy’s competitiveness

This meant the removal of price controls, initiation of fiscal reforms, a
revamp of the public sector, reductions in import duties, and de-licensing of
the domestic industry, or in other words ending the licence Raj

She could not do it fully, and the task was left to her son Rajiv who became
PM after her assassination on 31st October, 1984
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++*Thoughts of Dr Amartya Sen
¢ Known for his work on welfare economics, Dr. Amartya Sen has been
working in India, the US and the UK since the 1970s
** In 1998, he received the Nobel Prize in Economic Sciences
** He’s long been a critic of India’s model of development that tends to ignore
the needs of the bottom of the pyramid

+* He proved that gross national product was not enough to assess the
standard of living, a finding that led to the creation of the UN Human
Development Index, now the most authoritative source to compare welfare
of countries
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Rajiv Gandhi arrives

Rajiv was 40 when he became the PM, and represented the aspirations of a young India
He recognized the need for reform if India were to shed its reliance on foreign aid and loans

His team comprised people like politician V.P. Singh, technocrat Sam Pitroda, and market
economist Montek Singh Ahluwalia

The 1985-86 budget lowered direct taxes for Cos. and raised exemption limits for income tax
He is widely credited for ushering in the IT and telecom revolutions in the country (by the first
set of economic reforms)

Earlier, in 1983, the first Maruti car had rolled off the assembly line in Gurgaon (during the
tenure of PM Indira Gandhi)

It was a project mired in controversy — conceptualized by Indira’s son Sanjay, but so ridden with
flaws that the government finally signed a joint venture with Suzuki of Japan to produce it

It was a real people’s car—fuel efficient, affordable and easy to drive, a far cry from the clunky
cars. The Maruti 800 and the demand for it signalled the rise of a new Indian middle class
After 20 years, a similar revolution arrived in aviation, courtesy Air Deccan (which later was
bought by Kingfisher, which collapsed soon thereafter)
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** Bhopal: the Union Carbide accident, 1984

< The 1984 Bhopal gas tragedy brought to the fore the real possibility of industrial
accldents on a massive scale and the Importance of regulatory oversight.

> At the centre of this tragedy—the effects of which are still felt by the local
population—was the US-based Union Carbide, now owned by Dow Chemicals.

+* On the night of 2 December, at least 40 tonnes of poisonous methyl isocyanate gas
leaked from the plant, killing at least 4,000 people and permanently disabling
thousands more.

+* The then chairman of Union Carbide, Warren Anderson, managed to flee India in
controversial circumstances. The victims, meanwhile, were given a pittance in
damages
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Fiscal deficit as a permanent feature

India has always run a high fiscal deficit, an outcome of the government
spending more than its income

Much of the government spending is on servicing interest cost of
borrowings; defence; pensions; subsidizing food, fertilizer and fuel
consumption; and schemes directed at housing, poverty, health and
cleanliness

A large portion of the government’s capital remains locked up in its own
companies and holdings, which it is unable to sell

The Indian economy, thus, continues to suffer from good capital chasing
bad, and a lack of political will to implement bold reforms

That changed with the arrival of 1990s when disinvestment was no longer a
bad word
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The 1990s era - LPG reforms era

There was an economic crisis in India by 1990

India had to sell 20 tonnes of gold to investment bank UBS on 30 May in 1991 to
secure a $240 million loan

It pledged gold three more times after that sale, shipping 46.8 million tonnes to
secure $400 million in loans from Bank of England and Bank of Japan

All this gold was repurchased by December that year

The Narasimha Rao-led government with Manmohan Singh as finance minister took
over on 21 June 1991 and launched a series of economic reforms, including the
dismantling of the licence Raj

The rupee was devalued for the first time by 57% on 6 June 1966 to push Indian

exports (a move triggered by the 1965 Indo-Pak war, after which the US withdrew aid
to India)
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The 1990s era - LPG reforms era

The next devaluation, on 1 July 1991, happened as the Reserve Bank of India
lowered the value of the currency by 9%, and then by 11% just two days later This
was when the economy was facing its worst crisis, and the country’s forex reserves
could pay for only three weeks of imports

Devaluation is no longer a real option for governments and policymakers as
exchange rates are determined by markets

Currency value is now calibrated by the central bank (although the US keeps blaming
China for manipulating its currency, the Yuan)

Many industrial groups resisted these reforms, fearing competition that could kill
their industrial empires

Over time, they adopted the new methods, and began a hew era of competitiveness

One such group was the "Bombay Club" led by Rahul Bajaj (Bajaj Auto), who is today
a fearless critic of the Modi government
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+* The ideas came from - Padma Desai was the first Asian woman to get a PhD in
Economics from Harvard back in 1960, and was a critic of India’s erstwhile
planned economy

+* Her early 1970s book, co-authored with husband and fellow economist
Jagdish Bhagwati, on India’s industrial and trade policies had a profound
impact on professional thinking in India in the 1970s

*»* Dr. Manmohan Singh had said that "When in 1991 our government undertook
sweeping reforms in our industrial and trade policies, we were only
implementing ideas that Jagdish and Padma wrote about two decades
earlier."
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A huge stock market scam in early 1990s

In liberalizing India, investments in the stock market became a means to make a quick buck

In April 1992, Indians were introduced to the term ‘stock market scam’ when stockbroker ‘Big
Bull’ Harshad Mehta was caught using the government bond market to fund his purchases

It was a scam pegged at 4,025 crore, and accelerated the rise of the SEBI (Securities and
Exchange Board of India) as it exists today

This and subsequent scandals led regulators to tighten the screws, bring more transparency,
and use technology to eventually reform Indian markets

Today's stock markets (like the NSE) and regulators of India (like the SEBI and RBI) are
considered world-class, and had their genesis in this particular phase

R.H. Patil was the man who tamed the wolves of Dalal Street! In the early 1990s, the BSE was
under the iron grip of a coterie of powerful brokers. Reforming the country’s capital markets
was dome by Ramachandra H. Patil, who set up the National Stock Exchange of India and other
institutions that changed the face of India’s capital markets. The absence of entry barriers and
a tech-driven, computer-based trading exchange changed everything
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Modus Operandi

Issue fake BR
Broker

Harshad Mehta

Borrower bank Lender bank



Harshad Mehta: “The Big Bull” Gone Wild...

Profile of The Big Bull The Rising

Stock broker by profession « Deployed over Rs. 1,000 crore; triggered the biggest bull

run in the Indian Stock Market
Founder of GrowMore Research and Asset Management

* Rigged the price of ACC from Rs. 200to Rs
Advocate of the Replacement Cost Theory ﬂO'.gOO!shafe a whopping increase of 4,400%

};as\fguorltgslr-o%a(ts |Intciude;jd$gc. Apollo Tyres, Reliance * The BSE Sensex rose from 2,000 points in Jan '92to
: ' ot 8ol oo sisetiol 4,467 points in April '92

Popularly known as “The Big Bull” of Indian stock market - Advance tax-payer of Rs. 28 crore for FY91-92

April 1 = fthe S ' '
pril 1992 Exposure of the Scam Mehta's Trade Mechanism

Sucheta Dalal, a veteran columnist, exposed the scam
in The Times of India

Mehta was alleged to dip illegally into the banking
system to finance his stock buying

He exploited the loopholesin the financial system
through the Ready Forward Deal (RF) and the Bank
Receipts (BR)

Buyer of Sacurites
SNoes |0 Jaes

Bank of Karad and The Metropolitan Co-operative Bank
were involved in the BR Scam

Sensex tanked to 2,529 points in August, wiping off
over Rs. 0.1mn crore in market capitalisations

Banks were left with BRs bearing no value; banking
system lost a huge Rs. 4 000 crore

The Downfall

Arrested by CBl on Nov '92; charged with 72 criminal

offences and over 600 civil actions suits Sold Gowt. Bonds on Issued chaques favaudng

Day 2 v Broker on Day 2
Excess Funds on hands

Narsimha Rao, to cover up the scandal channelised owards buying

siocks

A decade later, Mehta died in a hospital, with 27 cases still =
| ; ol Stock Markets §F——>

pending against him

Seller of Securibes
sajunoes o jaing

Also accused of offering Rs. 1 cr. Bribe to former PM PV




United Front govt. and Chidambaram’s ‘Dream Budget’

As FM P Chidambaram geared up to present the Unlon Budget on February 28, 1997, he was fully aware of the political and
economic uncertaintles Indla was golng through.

His predecessor Manmohan Singh might have saved the country the blushes with his path-breaking Budget of 1991, but the
government he belonged to was voted out of power In 1996.

Economic reforms were Increasingly belng seen as antl-poor. The United Front, an alllance of 13 partles, was governing Indla with
a relatlvely unknown Karnataka politiclan, HD Deve Gowda, as prime minister.

Though the GDP was consistently growing above 5 percent, It paled In comparison to the economic buoyancy of many smaller
countrles In South East Asla. The corporate world was lobbying for more growth enablers, Including rationalised taxes. But they
wouldn’t have been very hopeful as the FM had imposed a minimum alternate tax (MAT) on profits in his malden Budget in 1996.
However, by the time Chidambaram finished his Budget speech, the Sensex had risen by 6.5 percent, a vindicatlon second only to
Singh’s 1991 Budget.

As part of a slew of measures, the FM reduced personal Income tax rates from 40 percent to 30 percent and cut corporate tax
rates, Including doing away with surcharge and bringing down royalty rates. He Increased the limit of Fll Investment and lald the
ground for the first round of disinvestment in PSUs. Import duty on many products saw a steep cut as well.

One of the biggest long-term Impacts of the Dream Budget has been on Income tax collections, which grew from Rs 18,700 crore
In 1997 to over Rs 2 lakh crore In 2013.

Before the ‘Dream Budget’, there was a growing perceptlion that reforms could be stopped and revoked. But the 1997 Budget
brought back the confidence that reforms are continuous and Irrevocable. The Voluntary Disclosure of Income Scheme (VDIS)
Introduced by Chidambaram helped broaden the tax base and Increase tax buoyancy over a perlod of time.




