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[Shri Mentay Padmanabham] 
karia Commission made some recom- 
mendations. Even though those 
recommendations are not to the best 
satisfaction, are not in the best inte- 
rest of the States, most of the State 
Governments have agreed to them, 
and they are asking for the imple- 
mentation of these recommendations 
of the Sarkaria Commission. In this 
document nothing has been said 
about them. They have absolutely no 
idea about what is happening between 
the Centre and the States. I do not 
know what the policy-makers of the 
new Government pre thinking about 
the federal structure of the Consti- 
tution. 

THE VICE-CHAIRMAN      (DR. 
NAGEN  SAIKIA):  Please  conclude. 

SHRI MENTAYPADMANA- 
BHAM: Tomorrow Iwill continue. 
There are some morepoints, and I 
have some more time, 

 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Okay. Now the 
Finance Minister will make a state- 
ment regarding  gold transactions. 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): I think now you 
have. For the information of the 
Members the copies are not circulated 
by the Rajya Sabha. I think now you 
have got the Hindi version of the copy 
also. 

    Statement by Minister—Gold Transac-
 lions 

THE MINISTER OF FINANCE 
(SHRI MANMOHAN SINGH): Mr. 
Vice-Chairman. Sir, we are faced with 
balance of payments crisis of an un- 
precedented nature. Our foreign ex- 
change reserves have, despite signi- 
ficant borrowings from the IMF in 
July 1990 and January 1991 fallen to 
a very low level. Due to the weaken- 
ing of international confidence in the 
rupeeinternationalcommercial 

banks have become extremely reluc- 
tant to lend us money. For the same 
reason, inflow of remittances from 
non-resident Indians into foreign 
currency and rupee denominated 
general accounts with banks in India 
has ceased to be a positive figure and 
in the last month there were signs of 
a large net outflow on this account. 
All over the world, expectations 
about the future value of the rupee 
were highly unfavourable and this 
was encouraging India exporters to 
! delay the remission of export proceeds 
j to India and also encouraging illegal 
]     export of capital from India. 

It is in this background, that we 
took the decision on 1st & 3rd July, 
1991 to adjust the exchange value of 
the rupee. This action has had a 
favourable impact on the psychology 
of international markets and all the 
principal players therein. I am con- 
fident that over time, the exchange 
rate adjustment together with the 
trade policy reform measures we have 
taken our balance of payments will 
significantly improve and tiiere will 
be a return of international confi- 
dence in our currency. 

However, in the immediate run, we 
have a major liquidity problem. We 
have compressed our import bill to 
an unprecedented degree to save 
foreign exchange for import of only 
the most essential articles. 

At the same time, we have large 
external debt service payments fall- 
ing due. We have taken a firm deci- 
sion  to  honour  all  our  international 
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commitments and not to default    on 
payment of debt. 

We are, therefore, faced with a 
situation where we have large financ- 
ing requirements which cannot be 
met immediately by increase in 
exports, or by further import com- 
pression, or by increased external 
borrowing from international com- 
mercial banks or by way of increased 
flow of remittances from non-resident 
Indians. 

It was in this background that the 
previous Government led by Shri 
Chandra Shekhar took this decision 
to sell abroad 20 tonnes of gold out 
of Government stocks with an option 
to repurchase it at the end of six  
months. The actual export of this 
gold took place between 21st and 31st 
of May. 1991. 

The previous Government had also 
agreed with the decision of the 
Reserve Bank of India that in the 
present difficult situation, upto 15 per 
cent of Reserve Bank of India gold 
could be sent abroad to be kept in 
safe custody with a Central Bank. 
The Reserve Bank of India's intention 
was to seek a short term loan against 
the pledge of gold sent out of India. 
Under Section 33(5) of the Reserve 
Bank of India, Section 33(5) of the 
Reserve Bank of India has the power 
to keep up to 15 per cent of its gold 
abroad and the Reserve Bank of India 
can take decisions in this regard on 
its own. However, for the sake of 
abundant caution the Reserve Bank 
of India consulted the previous Gov- 
ernment and they agreed with the 
Reserve Bank of India's proposed 
course of action. When our Govern- 
ment came into power, I was  aware  
of the decision of the Reserve Bank 
of India as concurred in by the pre- 
vious Government. But I did not 
consider it wise to countermand that 
decision. In exercise of its powers, 
 the Reserve Bank of Tndisi sent abroad 
48 metric tonnes of sold on 4th Julv, 
1991 in be kent  in saf e custodv with 
the Bank of England.  On 7th July, a 

    further quantity of 20.01 tonnes was 
sent. On 11th July, a further quantity 

of  10.01 tonnes was sent. On 18th 
July, a further quantity of 12.09 
| tonnes was sent. Thus in all, the 
Reserve Bank of India has sent abroad 
for safe custody with the Bank of 
England a total quantity of 46.91 
tonnes. 

Against the pledge of 46.91 tonnes 
of gold, the Reserve Bank of India 
can borrow for a period of one month 
at a time a total sum of about $ 400 
million to help us tide over the 
serious liquidity problems we are now 
facing. 

With the transfer abroad of the 
final instalment of gold on I8th July, 
the whole operation has been com- 
pleted as originally planned. For 
obvious security reasons, the move- 
ments of gold had necessarily to be 
done without prior public announce- 
ment. Hereafter no further gold from 
the Reserve Bank of India stock will 
     be sent abroad. 

The export of gold was a painful 
necessity. However, I am confident 
that the various measures we have 
now taken will, over a period of time, 
lead to a significant improvement of 
| our balance of payments. It will be 
my sincere effort to work to bring 
back to India as early as possible the 
gold we have sent abroad. 

THE VICE-CHAIRMAN (DR. 
j NAGEN SAIKIA): I shall call the 
Members who have already given 
their names for seeking clarifications. 
But at the same time I shall request 
them to be brief as much as they can. 
Shri A. G. Kulkarni. 

SHRI A. G. KULKARNI (Maha- 
rashtra): Mr. "Vice-Chairman, Sir, I 
was a little surprised when a ques- 
tion came up in the Rajya Sabha two 
days back about the selling of gold 
by Government abroad to meet 
balance of payments crisis; and the 
Finance Minister explained the posi- 



351 Statement [RAJYA SABHA] by Minister 352 

[Shri A. G. Kulkarni] 
tion. Personally I have got great 
respect for the expertise of Shri 
Manmohan Singh on financial and 
monetary managements. However, 
here ve are all political animals. We 
are nok experts here. Some of us may 
be experts but we are mostly politi- 
cians. [ shall be failing in my duty 
if I do not draw the attention of the 
Finance Minister to the feelings, the 
hurt feelings, of the people of this 
country. As I said on that day, the 
ethos and culture of this country are 
really iso powerful that all your 
explanation has no meaning whatso- 
ever to ladies or to persons of old age 
who have got certain vested interests 
in gold. Mr. Finance Minister, I am 
really surprised. You talk of security 
and all those things. I can understand. 
But your entire operation seems like 
a cloak-and-dagger performance. 
What ii this? On that day, when you 
replied you could have said that you 
were sending another 10 tonnes. 
(Interruptions). 

SHRT MANMOHAN SINGH: Sir, I 
would like to say this. (Interrup- 
tions) . 

SHRl MENTAY       PADMANA- 
BHAM (Andhra Pradesh): Sir, let the 
hon. Minister reply after hearing 
others also. 

SHRI MANMOHAN SINGH: Sir, on 
this one particular point I do want to 
say that it was not any double action. 
If I had announced that I was send- 
ing gold abroad, with people indulg- 
ing in terrorist activities around, that 
plane could be hijecked, that plane 
could be drowned in the sea. If I did 
all these things in the glare of pub- 
licity, I could have endangered the 
lives,of several passengers by plane. 
I want Members to realise the situa- 
tion that we are faced with. Suppose 
somebody sends a rumour that a 
particular passenger plane is carrying 
gold. Not only there would be danger 
to the gold; there would be danger to 
the lives of all those people who 
might be travelling by such a plane. 

In this background, I would be abso- 
lutely irresponsible if I were to say 
before sending this gold that I was 
going to send it. 

 
 'THE      VICE-CHAIRMAN (DR, 

NAGEN        SAIKIA):      Mr.        Ram     ? 

Awadhesh    Singh,    please take your 
seat.     When your turn    comes    you 
have your say. 

 
THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Ram Awadhesh 
Singhji, I am asking you to take your 
seat. If you do not, then what you 
speak will not go on record. 

SHRI RAM AWADHESH SINGH:* 

THE VICE-CHAIRMAN       (DR. 
NAGEN SAIKIA): It will not go on 
record. Take your seat. I request 
the hon. Minister to react afterwards. 

SHRI A. G. KULKARNI: Mr. Vice- 
 Chairman, I can appreciate the 
atmosphere, his feelings, the ethos in 
the outside world, the terrorist pro- 
blem, etc. But the feelings of the 
people are more important than what 
the terrorists might have. Now, your 
policy of putting all these things in 
bits and pieces has created further 
accentuated feelings of the people in 
the .country. r I also suggested to him 
that day that there might be 3 dispute 

I        *Not recorded-. 



353 Statement [ 18 JULY 1991 ] by Minister 354 
 
as to the quantum and the value of 
the     gold with       the     people. 
Even Mahatma Gandhi in his days 
fought with the Britishers for adjus- 
ting the over value of rupee. There 
are various instances. I don't deny 
that. But there are instances, Mr. 
Finance Minster, during the time of 
Second World War, when Mr. Chur- 
chill was the Prime Minister, the 
austerity measures started from his 
home. Please show to the people 
what this Government is going to 
do. Show to the people that we 
are austere enough. I don't speak 
now on other issues like subsidies 
and air travel, your bureaucrats tra- 
velling and flying abroad. I am not 
talking on that. But austerity must 
start from home. Then only the peo- 
ple will feel about it. When you are 
talking of tightening up of the belt, 
I think, Laxman's cartoon in "The 
Times of India" is just more crucial 
more  eloquent 

THE VICE-CHAIRMAN   (DR. NA- 
GEN  SAIKIA):  Please   conclude. 

SHRI A.  G.  KULKARNI: Mr. 
Vice-Chairman, I am not making 
more points because I am not ban- 
king on ideology as the survival of 
the issue But I demand from the 
Government, through you, Mr. Fin- 
ance Minister, you cannot bear this 
cross like this, excuse me. It is the 
political approach which is necess- 
ary and this exercise should be done 
by the politicians, the Prime Minis- 
ter, the Cabinet and we people of 
the Congress Party must be involved 
in this effort to salvage the economic 
chaos that was created during the 
regime of last two years and by pre- 
vious rulers also. I don't blame them 
alone. The money was overvalued 
and now it seems it is the political 
approach and no other approach that 
is going to salvage the credibility. 
You should make a fervent appeal to 
the people. What was "Jai Jawan. 
Jai Kisan"? The appeal was made by 
the the: L PRIMTE  Minister, Shri Lai 
Bahadu* Shastri, to the people. You 
will be failing    in your duty jf you 

do not appeal to the people. For 
heaven's sake, appeal to the indivi- 
dual Indian who believes in the fut- 
ure and credibility of this country. 
We will fight as one brother whether 
in the Opposition or in the Treasury 
Benches. But the necessity is to take 
the bull by the horns and' face the 
consequences and request the Prime 
Minister, his Cabinet colleagues 
along with the Congress party and my 
friends sitting here to convince the 
people that the situation is very bad. 
It is no use politicising the issue. I 
have  nothing  more  to  say. 

THE VICE-CHAIRMAN (DR. NA- 
GEN SAIKIA) I will  (request the 
Members to be brief as much as 
they can.    Instead of making a 
speech, they should only make 
points. Now, Shri Sukomal Sen. 
 

SHRI SUKOMAL SEN (West Ben- 
gal): Sir, only day before yesterday, 
this issue was raised during Question 
Hour and a deep concern was expres- 
sed at the pledging and selling of 
gold by both sides of this House be- 
cause the entire country is feeling 
highly concerned about it. Now on 
that day, there was no indication 
that any further amount of gold 
may be sent abroad. The Minister 
said that for security reasons, he did 
not disclose this thing. I very much 
appreciate it. But at the same time, 
T would say that after all, this is the 
Parliament of the country This rep- 
resents the sovereign will of the co- 
untry. Instead of giving details on 
accuracy when and what is going to 
be sent, the Finance Minister could 
have given some indication that if 
necessary, further amount of gold 
may be sent out because we have a 
responsibility to the people also 
(Interruptions). 
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SHRl  SUKOMAL  SEN:   Sir,     the 
problem is they are not understand- 
ing  the   whole  gamut  of  the   prob- 
lem.   Their selling of gold and ple- 
dging of gold is creating a terrible, 
panicky,   situation  in  the      country. 
Particularly  in Indian tradition  sel- 
ling of    gold js considered as a last 
resort of living. The day before yes- 
terday the Finance Minister was say- 
ing:   "We  are   selling  gold  as      the 
last  resort  and  we  are  not   feeling 
proud of it." Perhaps, he remembers 
it. 

Another  point.   He started  making 
his statement by saying that despite 
significant borrowings from the  IMF 
in July, 1990 and January, 1991,   our 
foreign exchange reserves have fallen 
to a very low level. Then what is the 
guarantee that despite the fact that 
you get the loan of 400 million dol- 
lars, your balance of payments posi- 
tion will improve? Now he says that 
this  amount  of borrowing will lead 
to a significant improvement in our 
balance of payments position?  What 
is the basis of the optimism of    the 
Finance Minister? Only a few months 
back he took a huge amount o'f loan 
but it could not help. We are sliding 
down and down. Then how will this 
loan  of 400 million  dollars help  us, 
how will it lead to a signifleant im- 
provement in our balance of payments 
position?     What     is     the     balance 
of   payments   position   today?     The 
newspapers   are   guessing   all   sorts 
of     things      but  the      Government 
is     never     coming     out     to     the 
Parliament with the exact balance of 

payments  position.  It is being  kept 
secret. How are we to believe    that 
our balance  of payments      position 

will improve with this borrowing? 
The Government is responsible to 
the country. At least we have also a 
responsibility to the country. 

Next point. What are the terms and 
conditions of taking this loan of 400 
million dollars? There must be some 
conditons' that by a certain period 
we have to repay it; otherwise it 
might be forfeited. Then what are the 
terms and conditions? By when do 
you have to repay this borrowing and 
if you fail to repay the borrowing, 
when is this going to be forfeited? 
What are the terms and conditons? 
By when do we have to repay this 
borrowing? All these things are not 
made public. This gold is the pro- 
perty of the 85 crores of people of 
the country, so, the people have got 
a right to know what the fate of 
their gold will be. 

Another funny statement he      has 
made:   "Hereafter no further      gold 
from the Reserve Bank of India will 
be sent abroad." How can Dr. Man- 
mohan Singh say that, when       the 
Act says that not more than 15 per 
cent of the total stock can be sent 
abroad?  The Reserve Bank of India 
has got a stock of, I think, about 320 
million tonnes and 15 per cent    of 
this 320 tonnes of gold is 48 tonnes. 
So the Reserve Bank can send     48 
tonnes of gold abroad. Out of this, 47 
tonnes  have  already  been  sent  out. 
How can Dr. Manmohan Singh send 
more gold to foreign countries now? 
This statement is capricious. It has no 
meaning  at   all.   It  is  no   assurance 
to the people because under the Act 
you cannot do it. Unless the Parlia- 
ment  amends  it,  you  cannot  do  it. 
Sir,  the  point  is the      Government 
should  dispel  the  panic  which they 
have created.  They should      clearly 
tell   the   people   that   these   are   the 
terms  and conditions     under    which 
we have borrowed the money and by 
when they are going to repay it. They 
should clearly tell us what the act- 
ual balance of payments position is. 

THE LEADER OF THE OPPOSI- 
TION (SHRl M. S. GURUPADA- 
SWAMY): Mr.  Vice-Chairman,  Sir, I 
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could understand the plight of the 
Finance Minister. The economy is in 
a state of great crisis and it has no 
parallel. A desperate situation, is 
being tackled by resorting to some 
drastic measures. But what pains me 
more and what makes me anxious is 
this whether the sale or pledge of 
gold can really solve the present 
crisis. I have no quarrel with the 
pledging of gold to raise or to borrow 
money or to resort to short-term bor- 
rowing to meet the urgent commit- 
ments. But my hon'ble friend knows 
very well that for the last few years 
we have been following — the Fin- 
ance Ministry has been following-- 
very unorthodox measures for meet- 
ing the budgetary deficit in the co- 
untry. I may quote only one instance. 
The Finance Ministry has been tak- 
ing considerable amount of money 
from the Oil Pool Account to finance 
the revenue deficit. It is not proper; 
may I say it is not legal? It is not a 
correct budgetary practice either. 
The second instance I say is that the 
Finance Ministry has been asking the 
oil companies to raise resources in 
the European market for meeting 
the budgetary requirements. There 
was only one sector which was credi- 
ble in international market and that 
was the oil sector. Even that oil sec- 
tor which enjoyed reputation in the 
world has been affected adversely. I 
do not think the oil sector can help 
the Government in raising resources 
in the European market now. I am 
not sure whether they are making 
any effort to salvage the oil sector. 
The Reserve Bank permitted this 
knowingly. Knowingly they have 
permitted this wrong. 

Coming to the present situation, 
Sir, I do not know the latest figure, 
for how many days the foreign ex- 
change reserves are adequate. Is it 
for 15 days, 20 days or one month? I 
do not know. But I want my friend 
to tell the House, how much we have 
now and for how many days it will 
be adequate Now, Sir, we are at the 
threshold of a debt trap. Let us agree 
on that . We may not be in the trap 
itself,   but we are on the threshold, 

on the brink of it. How do we sal- 
vage the economy from this impen- 
ding  debt  trap?   It  has  got  serious 
consequences.   Our credibility in in- 
ternational market is the lowest. The 
rating is going down and down for 
the last few months, may be for the 
last two or three years. And the sig- 
nal is clear. When the NRIs      take 
back the monies deposited here, that 
can be  construed as a run on    the 
Indian economy — as they say, there 
is a run on a failing bank. There is 
a run on the economy itself.      The 
NRIs no longer think that our eco- 
nomy  is  strong,      viable,     credible. 
They think that the fiscal     manage- 
ment'is woefully bad in India. There- 
fore,  this run.  The  outflow may be 
more. I am not sure whether      the 
outflow is  going to  stop very soon. 
My friend, Mr. Birla, was just saying 
whether we should not explore   vari- 
ous   other  methods   of  getting   over 
the  crisis.  Maybe,  the NRIs can be 
invited to invest gold or bring gold 
here,   purchase   and      take      Indian 
rupees. Maybe, they may be invited 
to participate  in new enterprises  — 
not  in  the  old  enterprises;   in new 
enterprises — so that the     economic 
activities can expand. The      Finance 
Minister has not taken us into confid- 
ence. I expected him to, but perhaps 
there was too short a time. We have 
been following a cheap money pol- 
icy. Fiat money is being produced on 
a large scale. That has led to a par- 
allel economy, price distortions and 
dislocation of the entire fiscal     sys- 
tem,   The  interest  rates  are     rising 
high contributing to the high cost of 
the economv. Therefore, I would like 
the Minister to come out with a 
statement as to how he will be able 
to arrest the cheap money policy that 
is being pursuaded for years and 
years. Finally, what is the interest 
rate? Now he has said 400 million 
dollars will be raised pledging the 
gold in England. What is the interest 
we are paying? And is this amount 
of 400 million dollars going to meet 
our debt obligations or payment of 
interest and the like? What is it? He 
has not spelt it out at all. I would 
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[Shri Sukomal Sen] 
like him to give information for the 
benefit of the House. I agree with 
him, finally, that export of gold is a 
very painful necessity, perhaps, and 
should have been avoided. But they 
could not perhaps avoid it. They 
have done it. This is the first time 
in our history after independence 
that we have resorted to this kind 
of a desperate method to save our 
economy and it will disturb the world 
opinion about us, about our economy. 
Though I don't criticise him on this 
account, I only say that it is a very 
dangerous signal that we have given 
to the world. 

SHRl JAGESH DESAI (Maharash- 
tra): Mr. Vice-Chairman, I thank 
you for giving me this opportunity to 
seek some clarifications. First of all, 
we agree that the situation is very 
bleak. To get Rs. 1,000 crores of 
forign exchange we had to send our 
gold to England. The position is very 
very grave. Just for Rs. 1,000 crores 
of foreign exchange we had to do it. 
If the rupee was not depreciated, the 
fear of the Government was "that the 
NRIs would withdraw their deposits 
and then the situation would have 
got worse It would become so bad 
that I do not know what would have 
happened. As far as I understand, 
about Rs. (16,000 crores are being 
kept in fixed deposits by the NRIs in 
our country and if the deposits are 
required only to correct the rupee 
value, then I think it is not correct. 
The Reserve Bank of India announ- 
ces the buying and selling rates of 
dollars and pounds on a regular 
basis. Why was it not done regularly 
on the correct basis? If the figures 
that I have with me are correct, — 
and if they are not correct, T would 
request the hon. Minister to correct 
them; I have got these figures from 
the Reserve Bank bulletin - on Jan- 
uary, 1991 the value of rupee in rel- 
ation to the US dollar was 18.15 and 
on the 3rd of July, 1991 it has come 
to 25.88. This shows that the rupee 
has been depreciated to the extent 
of 43 per cent in relation to the US* 

dollar within six months. I would like 
to know from the Finance Minister 
whether what I have understood is 
correct or there is something wrong 
with the figures as mentioned in the 
bulletin. Similarly, we have been 
told that the value of rupee has been 
depreciated so as to encourage more 
exports. In this connection I have a 
few figures with me. In the year, 
1986-87 the rupee value depreciated 
in relation to the pound sterling by ; 

11.6 per cent, in relation to the DM 
by 27.6 per cent and in relation to 
the yen by 29.2 per cent. Then the 
exports had gone up by 15 per cent 
only. Again in the year 1988-89, the 
rupee value depreciated in relation 
to the dollar by 10 per cent in relation 
to the pound sterling by 13 per cent, 
in relation to the DM by eight per 
cent and to the yen by 16 per cent. 
What I would like to point out is, in 
spite of this depreciation, the exports 
had gone up by 35 per cent. So, I 
would like to know from the Minister 
whether because of the depreciated 
value of the rupee we are going to 
have more exports. From the past ex- 
perience, I gather, that is not the 
correct thing to do. That is why the 
Government must look into it. Third- 
ly, I would like to know from the 
Minister that when the depreciation 
was done on the 4th, 7th and 11th, 
why did he not come and inform 
the House about it? Parliament is in 
session now. He should have infor- 
med the House on the 15th that we 
have sent the gold to the Bank of 
England. The Minister informed the 
House only on the 18th. Why did he 
delay in informing the House? j can 
understand that on the 12th, after 
the President's Address, since the 
House was adjourned, it would not 
have been possible on that day. But, 
he could have informed us on Mon- 
day. Please see that the Parliament 
is informed in time and it should not 
so happen that we get the news 
from the newspapers. I have got to 
make a few suggestions too in this 
regard, since we are all concerned 
about the economy and want that 
the economy should  improve. When 
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the NRIs decide to come back to In- 
dia for ever, from the foreign ex- 
change reserves which they have 
with them, they bring videos, TV 
and such other durable items. But, 
instead, if we allow them to bring 
gold it will be better. For example, 
supposing I have got 10,000 pounds 
in England and if the country all- 
f ows me to carry gold, then I can bring 
5,000 pounds in gold and another 
5,000 pounds in foreign exchange. The11 

if the foreign exchange is immedia- 
tely converted into rupees, you can 
have foreign exchange for meeting 
your requirements. The present posi- 
tion is that 50 per cent of the foreign 
exchange is converted into rupees 
and the remaining 50 per cent foe is 
allowed to keep so that he can meet 
his travelling and medical expenses. 
I think here also you have to change 
your policy. Those NRIs who come 
here on transfer of residence can 
bring foreign exchange here and get 
it utilised for this purpose. If that 
is done^ I think that would be useful. 
But I would like the honourable Min- 
ister to examine to what extent we 
can allow them to bring gold and 
what percentage of their foreign ex- 
change they can bring as gold I 
think in this way only you can aug- 
ment the foriegn exchange reserves 
of our country. 

Our Prime Minister has already 
said that about a hundred NRIs were 
much impressed by the- action taken 
by the Government. But this hundred 
is only a small number. There are 
lakhs and lakhs of NRIs in the vari- 
ous countries. Lakh's of them are 
there in the Gulf countries, in Am- 
erica and in certain other countriesi 
But I do not know how many among 
this hundred are industrialists who 
want to invest is this country. I 
think this will not help. I would, 
therefore like to know how many 
are there among this hundred who 
want to invest size ably in this coun- 
try so that this problem can be 
solved. 

There is one more thing which I 
would like to know  from the hon- 

ourable Finance Minister. What is 
the total quantum of the foreign ex- 
change reserves as on date? What 
are our obligations up to the 31st 
of August? Will we be able to meet 
our reqiurements from the foreign 
exchange which we have got at pres- 
ent and from the thousand crores of 
rupees or so which you are going to 
get from this gold? There is one sen- 
tence in the statement which I am 
not able to understand; I am unable 
to understand the real meaning of 
this sentence. It says that the Res- 
erve Bank of India can borrow 
for a period  of one month at 
a time a total sum of about dollar 
400 million. I would like to know 
whether every month we will, have 
to get it renewed and whether every 
month they can also stipulate condi- 
tions. What is the meaning of this? 
I would like to know from the Fin- 
ance Minister. 

One thing I must say. The position 
is very serious and timely action 
must be taken If it is done only for 
the purpose of increasing our ex- 
ports, then I personally feel, after 
seeing the past results, that you are 
not going to get your aim fulfilled. 
That is why I. say that we have to 
take action for increasing our ex- 
ports. I say this because, as far as 
exports are concerned, quotas have 
been fixed fcy the other countries^ 
So, what is the surplus of exports 
that we have got? On this also, Sir, 
the Minister should satisfy us. If he 
can clarify these points, I will be 
grateful. Thank you, Sir. 

THE VICE-CHAIRMAN (DR. NA- 
GEN SAIKIA): Now, Mr. Ratnakar 
Pandey. Kindly ask clarifications 
only. 
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THE! VICE-CHAIRMAN (DB, 
NAGEN SAIKIA): Now keep it with 
you. It is not allowed. 

DR. G. VIJAYA MOHAN REDDY: 
Sir, this is not the forum. 

THEI      VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): It is not allowed. 
It will not go on record. {Interrup- 
tions) It is not recorded. 

! *
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[Shri Santosh Bagrodia] 
When this morning you mentioned 
that on 18th i. e. today some 12 ton- 
nes of gold have been exported, it 
must have been 1 o'clock, whereas 
in the morning it has been published 
in the newspaper and' it says; 

, "The RBI in yet. another clan- 
destine operation on Wednes- 
day night exported the third 
consignment of approximately 
12 tonnes" of gold. 

The hush-hush operation was 
confirmed by highly-placed 
RBI officials and first noticed 
by Indian Express Staff Photo- 
grapher, who spotted a high 
security convoy." 

What I am trying to say is that if 
the House or the country had been 
taken into confidence in a proper 
way this kind of situation would not 
have been created. When this kind 
of attitude is adopted and wrong 
message is given to the countrymen 
it becomes very difficult to recover. 
Whatever kinds of statements you 
make; if you can take care of it in 
future, I am sure it will help the eco- 
nomy. of  the country and the country- 
men and yourself. I would also like 
to mention here what you have said 
in the first paragraph of your state- 
ment. You have said, "Due to the 
weakening of international confi- 
dence in the rupee, international 
commercial bahks have become ex- 
tremely reluctant to lend us money" . 
With a businessman's background J 
say it is the confidence which is more 
imporarrt. It  is your credibility which 
is more important. It is not really 
important what you have. What hap- 
pened after Rajiv Gandhi Govern- 
ment , a new Government came to 
power. The new Finance Minister 
openly started saying about the emp- 
ty coffers. Was this the reason that 
the credibility in the world was lost? 
Was this the reason that the confi- 
dence of the lending countries was 
lost? Or did it lead t0 weakening of 
the economy in a few days? I want 
a  specific reply  from  you,  Mr. Fin- 

i ance Minister as to why the wrong 
impression,, wrong image, wrong 
message is sent to the world for poli- 

    tical considerations at the cost of the 
economy  of this  country. 

Sir, you have also mentioned in the 
second paragraph saying that our ba- 
lance of payments position will signi- 
ficantly improve and there will be a 
return of international confidence in 
currency. We are getting reassured. 
Thanks a lot for that. But by when? 
Would you give a time limit for 
that? This will give us a clearer pic- 
ture and more confidence in our feel- 
ings, i also feel, Sir you are making 
efforts to maintain credibility of the 
country, by sending gold outside the 
country. It is not being sold. I under- 
stand, it is being pledged. As 
from business acumen, i feel it may 
not be too bad- For temporarily, if 
we have to take action like this to 
maintain our credibility it should be 
maintained. But we would like to 
know your plans. How do you bring 
back economy into shape so that, we 
not only get back this gold but we 
get more gold along with that?. This 
is what we want to know. It is not 
very 'important whether 45 tonnes of 
yold has gone out of the country. 
Some foreign countries had said thai 
India has got so much gold in the 
houses that the value .of dollar should 
be 17 rupees and not 26 rupees. The 
veal value of the dollar actually is 
17 rupees. From record you can 
check it. They say, Rs. 50000 crores 
worth of gold is lying in the country. 
So 45 tonnes of gold is not important. 
But I am only worried about our con- 
fidence about the confidence of the 
country arid if that is lost then it will 
be impossible to revive even on a 
long term basis, Sir, it appears that 
whatever you have done with gold is 
based on the decision taken by the 
previous Government. I am not ques- 
tioning that because a commitment 
has been made and you have carried 
it out. And I will only say what you 
have done is probably in the right 
spirit  of  the  country's   future     and 
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country's economic situation. When 
you say that 15 per cent of the re- 
serve you can send abroad, I would 
like to know as to what is the total 
gold reserve, if it is not confidential, 
1 would like to  know about it. How 
much more you plan to send abroad? 
If you have no such plan, I would 
like to know categorically about it. 
You have said that no further gold 
from the Reserve Bank of India will 
be sent abroad. I would like to know 
1 for how much time and on what 
basis you have made this categorical 
statement. 

Sir, the statement, further says: 
"However, I am confident, that vari- 
ous measures we have now taken will 
over a period of time..." The expres- 
sion 'over a period of time' is very 
vague. We would like to know what 
is meant by it. 

In August 1988, the Congress Gov- 
ernment led by  Shri Rajiv Gandhi al- 
lowed import of gold for re-export 
with value added by making jewel- 
lery etc. it is a very unfortunate 
situation now that we have to  send 
our gold out even for a temporary 
purpose. I would like to know as to 
what was the foreign exchange re- 
serve at the end of 1989 and again 
at the end of 1990 and what is it 
today. 

You have mentioned about the 
NRIs. As far as I understand the 
present system is that when an NRI 
who is maintaining foreign account, 
comes back here, you allow 50 per 
cent transfer immediately into this 
country whether they want it or not 
and the balance 50 per cent is allow- 
ed only for medical purposes and for 
tours etc. when they go abroad. I 
feel one of the ways of maintaining 
foreign exchange account will be to 
liberalise the system. And I would 
like to know if you have any plans 
about it. 

  

THE      VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): This is not allow- 
ed in the House. This is not proper 
an<j it will  not go on record. 
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THE      VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): To save time,Ire- 
quest the Members not to repeat the 
same questions already put by other 
Members, 

SHRI KAPIL VERMA (Uttar Pra- 
desh): Sir, I admit that the Finance 
Minister is facing a very difficult 
problem ands therefore, he has to 
take drastic remedies. The other day, 
after the devaluation, he said on the 
T.V. that for the present, the prob- 
lem is solved, the calamity is over 
and the country has been saved from 
going in a wrong direction. He made 
a similar announcement in the House 
too, two days back. Buts suddenly 
today, he says that he had sold 46 
tons of gold that is much more than 
thought earlier. I admit that our Fin- 
ance Minister is a great financial ex- 
pert. But, what has been sadly missed 
in this episode is the political approa- 
ch. May I submit with all humility 
that the public opinion should have 
been considered before taking such a 
drastic remedy? I d0 agree that the 
decision had to be secret. But some 
kind of a hint should have been given 
to the people so that the sale of gold 
or keeping the gold in a foreign 
bank would not have caused any 
psychological setback. As has been 
pointed out, gold is a part °f the 
ethos of the country. There should 
have been a marriage between the 
political approach and the economic 
reality. The Government is a con- 
tinuing process. The bureaucracy has. 
been the same in the last nineteen 
months. Individuals1 might have 
changed. But the basic apparatus is, 
the same. Why were steps not taken 
to avert such a disastrous situation? 

Then, the hon. Minister has spoken 
about the external debt. What is the 
total external debt today, which has to 
be paid back? How much has been 
paid back? How much debt repay- 
ment was necessary which forced the 
Minister to resort to such a drastic 
measure? What is the  position of 
foreign exchange reserves? How 
much foreign exchange has been left 
with us now?  

Then, i would like to know,— 
some questions have been asked and 
I would not like to retpeat them— 
what is the position in regard to the 
gold reserve the country has? Have 
we reached the fifteen per cent level, 



• 

upto which the Keserve Bank has 
the right to part with about 
which      the      Finance Minister 
said the other day? In this connec- 
tion, I would like to point out that 
newspapers dealing with economic 
matters have reported that even cer- 
tain affluent countries like Japan have 
kept a part of their gold reserve in 
the Bank of England. Is it correct? 

 
SHRI JAGESH DESAI; It is there 

in the  statement. 
 
 
SHRI KAPIL VERMA: Which are 

the countries which have done it? In 
our case what are the conditionalities 
under which this gold has been kept 
there? When are you going to bring 
back this gold? 

 
 
 
 
Another thing isa the West Bengal 

Chief Minister has made certain al- 
ternative proposals. He has thrown 
up some ideas including about the N.RIs help 
in averting the crisis. Some 
colleagues have also mentioned about 
the N.R.Is. Does the Finance Minis- 
ter think that these will not solve the 
crisis or, they are not workable and 
if so, why? I would like him to clari- 
fy this point also, 
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DR.     YELAMANCHILI SIVAJI 
(Andhra Pradesh): Sir, I hope the 
hon. Finance Minister is aware ol 
the Sanskrit sloka:   " 5«Wf   far! 

which means, whether it is lady,or 
gold or money or  book, if it is trans- 
ferred to somebody else it is very 
difficult to get it back. That is the 
meaning of the Sanskrit sloka. And 
it- reminds me of the plight of the 
cotton growers of Guntur and Praka- 
sam districts. The existing plight of 
the Indian Government is on the 
same footing as that of the cotton 
growers in these two districts, it was 
way back, during 1985-86, the cotton 
growers of those two districts pledg- 
ed their gold in nationalised banks 
and after repeated failure of the cot- 
ton crop the poor farmers could not 
get back their gold from the banks. 
The womenfolk insisted on the far- 
mers to get back their gold and jewel-. 
lery so that they could attend social 
functions and functions in their fami- 
lies. The farmers could not fulfil their 
obligations and so they committed 
suicide. More than 45 cotton growers 
committed suicide, successfully, in 
those two districts. This aptly illus- 
trates the position of the Indian Gov- 
ernment now. And what happened 
later? During March 1990, when Prof.
 
, 
Madhu Dandavate presented the bud- 
get proposals for 1990-91, the Agri- 
cultural and Rural Debt Relief 
Scheme was announced and fortu- 
nately Prof. Dandavate, during May 
or June, later, included under that 
scheme, coverage of agricultural gold 
loans also. Thanks to the performance 
of the. National Front Government, 
some of that gold was recovered 
from the hanks. Likewise, unless . a 
new Government comes into exis- 
tence, after some time, I think it is 
very doubtful to get back the gold 
from the Bank of England. 
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When the Chandra Shekhar Gov- 
ernment took a decision on the gold 
deal^ the Congress, as a party, criti- 
cized the deal like anything. But 
when they came to power they re- 
sorted to the same philosophy of 
transferring gold to the Bank of Eng- 
land and somewhere else. I would 
like to know from the honourable 
Finance Minister why, when pledge 
is allowed, the previous Govern- 
ment was allowed to resort to out- 
right sale of the gold. When they 
could get money, as now. by pledg- 
ing gold how is it that the Reserve 
Bank of India allowed outright sale 
during the last regime? 

Now, the honourable Finance Min- 
ister has said that the gold was 
transported piecemeal to the Bank of 
England. Why this piecemeal busi- 
ness? This piecemeal business re- 
minds one of unsteady attitude. We 
are giving signals that India is not 
sound and so the process will conti- 
nue. Instead of that, they can as well 
send it on a large scale in a one-time 
deal by ship or by chartering a plane. 
If there is some security problem, 
you can charter a plane, fill it with 
security guns, this and that and 
transfer the entire gold at one time 
and not piecemeal. You can also send 
Dr. Ratnakar Pandey and Mr. Ahlu- 
walia t0 safeguard the gold. 

SHRl M- S. GURUPADASWAMY: 
Is it part of the clarification? 

DR. YELAMANCHILI SIVAJI: 
Yes. Sir, the honourable Finance 
Minister has said that it is the last 
deal and no longer would gold be 
allowed to be transferred to other 
countries. How can Dr. Manmoha?) 
Singh ensure that they would resist 
the temptation once the Government, 
like a maneater, found it jollv well 
easy to transfer the gold, pledge it, 
to get money? So, once the Govern- 
ment is accustomed to that practice, 
how can Dr. Manmohan Singh ensure 
that it is the last time and they are 
not going to do it again? So, once 
the Government has yielded to the 
temptation I don't think it is so easy 

for them to resist the temptation. So, 
inspite of the repeated assurances 
from the Treasury Benches or the 
Minister, i suppose, it is no longer 
tenable. 

Sir, I would like to know from the 
honourable Minister as to how much 
gold is still left in the Reserve Bank 
of India or in the coffers of the Gov- 
ernment and how much the Govern- 
ment can pledge? Is it up to the limit 
of 15 per cent or can we pledge much 
more? About the paper also mentions 
about the balance of payments and 
other things. My friend, Mr. Jagesh 
Desai also has mentioned that there 
is no relation between the deprecia- 
tion of the rupee and the boosting of 
the exports. I am quoting some 
1 figures. Between 1980 asd 1985 the 
rupee was devalued by one-third at 
least. 

THE        VICE-CHAIRMAN(DR. 
NAGEN SAIKIA);  There  is  noneed 
of  quoting figures.    You seekonly 

   clarifications. 

DR. YELAMANCHILI SIVAJI: But 
during that period the exports im- 
proved only to the tune of 9 per cent. 
During 1987 when the depreciation 
, was only 1.3 per cent; the exports 
boosted up by 28.3 per cent. These 
figures prove that there is no relation 
between depreciation of the rupee 
and boosting of export of commoditi- 
es. So, there is something basically 
wrong with this  proposition. 

There is a wide gap between ex- 
ports and imports, and we arc im- 
porting more than what we are ex- 
porting. So, the rupee has been de- 
valued and the CCS has been with- 
drawn. In place of the CCS the REP 
has been enhanced to 30 per cent. 
Even the replenishable export per 
mit has been let loose in the open 
market. It creates black money. It 
creates smuggling. The Government 
is not capable of monitoring the 
journey of the dollar in the country, 
where it goes, what commodities are 
going to be imported and where it 
ends? The Government cannot moni- 
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tor this. So, it creates a spiral. It 
creates further black money. It creat- 
es smuggling. It creates an umpteen 
number of problems t0 the Govern- 
ment as well as to the society. 

Another thing j would like to know 
from the Minister. All right, if it is 
some manufactured goods or engine- 
ering goods which are exported. I 
can understand that you are giving 
some relief in the form of the REP 
or EXIM scrip or CCS, or some- 
thing else. But if it is a raw material 
like tobacco, cotton, jute, tea, coffee 
or spices or some other agricultural 
produce if there is no primary proces- 
sing involved in it prior to export 
and if you are allowing some relief 
to the exporter, i don't think it is 
seasonable. If at all any relief is 
given, that relief should belong to 
the grower, and that relief should go 
to the primary producer because 
there is no value addition to the pro- 
duce prior to export. So, I would 
like to make sure from the hon. 
Finance Minister as far as these re- 
liefs are concerned that they should 
go to  the farmer, not to the middle- 
men as far as the agricultural raw 
materials are concerned when they 
are  exported. 

So, I would like to seek these 
clarifications from the hon. Minister. 

SHRl    DINESHBHAI TRIVEDI 
(Gujarat): Mr. Vice-Chairman, Sir, 
after seeing the generosity of two 
hon. Members in the House, I feel 
that the hon. Finance Minister has 
perhaps under-estimated the generosi- 
ty of Indian public at large. You see 
that on a drop of just a statement 
which does not even appeal for any 
kind of donation, two hon. Members 
come forward and donated their. So, 
I feel that these steps were taken in 
a haste. 

There are two aspects of it. One 
is the mortgage. You know, the hon. 
Finance Minister     used  the  phrase 

"safe  custody."  But  I   use  the  word 
"mortgage." 

SHRI JAGESH DESAI:. It is not 
mortgage; it is pledge. 

SHRl DINESHBHAI TRIVEDI: 
Okay, it is pledge. I think it is pledge 
of  gold. 

The other is "adjustment" which 
the hon. Finance Minister used. The 
whole world and India also uses the 
word "devaluation." So, I will stick 
to the word "devaluation". These 
are two different areas. 

I am fully with the hon. Finance 
Minister that at no cost have we to 
default in our payments because 
commitment and credibility go hand 
in hand. But as far as this so-called 
"adjustment" as concerned, the first 
clarification I want to ask from the 
hon. Finance Minister is: Why this 
jugglery of words when even the 
media, even the Government-con- 
trolled media and hon. Members here 
have used, the word "devaluation"? 
I do not know why we are using the 
word "adjustment." When we talk in 
terms of "adjustment," it may be half 
a per cent or one per cent or at the 
most may be 2 per cent. This 
is to the extent of almost 20 
per cent. So, why is this jugglery of 
words? Why don't you call a spade 
a spade? 

Secondly, are we also getting an 
assurance from the hon Finance Min- 
ister — like he has assured on other 
things — that there is not going to be 
any further pledge or export for safe 
custody of gold? Is he also going to 
give us the assurance that no further 
adjustment or devaluation of the 
Rupee is going to take place? One of 
the reasons cited was export of ille- 
gal capital. Are we now to under- 
stand that after having these steps 
there is not going to be any further 
flight of illegal capital from India? 
Another point in this I would like 
to raise is what  are  our      agencies 
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doing? When we know there is ille- 
gal activity going around, what is 
DIR for and what other people who 
are supposed to monitor the FERA 
laws doing? After all it is the tax- 
payer's money on which we are ha- 
ving these institutions. So, I am sure 
the hon. Finance Minister will tigh- 
^ ten those areas as well and let us 
know what he plans to do in this 
direction. 

 
We have been talking in terms of 

postive things. I am very happy that 
the Finance  Minister is showing all 
confidence that from now     onwards 
we have to look forward to greener 
pastures and that we can forget ab- 
out the drought altogether.  I would 
also like to share the optimism with 
the Finance Minister, but there      is 
always  a  'but'.   Supposing  God  for- 
bid all these  schemes, for some re- 
asons  or the other fail, because we 
have  devalued  the      Rupee without 
creating any infrastructure. It      was 
only within a fortnight  of the  new 
Government taking over that the dev- 
aluation was announced. I don't know 
whether we have  the infrastructure 
for the exports or not. Just to give 
you  one small  example,  which will 
help  me in  getting  the  clarification, 
in our port for export — whether it 
is the  airport  or the seaport — we 
have got tremendous amount of red 
tape. You know the kind of corrup- 
tion we' have there.    ' A 'small little 
clerk,  just  because   he   did  not   get 
his  instalment of Five rupees,     can 

    sit on a shipment maybe for five 
months. So, are we going to tighten 
those areas? If so, how? 

I was on the plans. In case these 
plans and steps which yofu have 
taken or you propose to-take, fail—I 
hope 4hey do not -and I pray they 
do not, but supposing they fail — 
do We have any contingency plan 
or again we will have to refer to 
some 'kind of gold or silver or God 
knows what type of pledging? I am 
very much worried on that. I hope 
that the Finance Minister gives us 
and  th«  country  a  full      assurance 

that from now onwards there is no 
further devaluation, no further ple- 
dge of gold and there is only one 
way to look and that is going up- 
wards. 

DR, G. VIJAYA MOHAN REDDY 
(Andhra Pradesh): I want to ask 
the Finance Minister on some of the 
parts which he has mentioned in his 
statement. He says: this has resulted 
in Indian exporters to delay the re- 
mission of export proceeds to India. 
This is an apology in the statement. 
We give the exports all encourage- 
ments, incentives and everything that 
they want and finally they do not 
repatriate the sale proceeds. There- 
are so many estimates, but the Res- 
erve Bank of India fails to take any 
action against those exporters who 
have become defaulters. You don't 
cancel their licences. You don't take 
action. The Directorate of Enforce- 
ment has also got gome estimates 
about all these failures. There are 
estimates which vary so much from 
Rs. 1,2.00 crores to Rs. 12,000 crores. 
The Enforcement agencies say that 
remittances amounting to Rs. 12,000 
crores have not come back to our 
country. This is again a gross failure 
on the part of the Government. The 
vested interests play a big role. But 
without hitting the vested interests, 
common man is being hit by the 
policies of the Government. I think 
it is not fair no the part of the Fin- 
ance Minister to impose these very, 
very severe measures like devalua- 
tion. ' 

The World Bank has come out with 
figures. It has been discussed in Par- 
liament also. Every year Rs. 2000 to 
Rs. 3000 crores of foreign exchange 
is stashed away in foreign banks. 
There are estimates that the stashed- 
away money in foreign banks is bet- 
ween Rs. 20,000 and Rs. 30,000 crores. 
Why cannot we get back this money? 
Who is responsible for all this? Is 
the poor man of this country who is 
suffering, responsible for the stashing 
away of Indian money in foreign 
'     banks? 
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What about joint ventures? May I 
know from the Minister whether 
joint ventures have remitted back 
their profits? We are encouraging 
joint ventures. We are sending mis- 
sions abroad. We are trying to see 
that our Indian businessmen take part 
in the joint ventures. We give them 
full encouragement. May T know 
from the Minister how many of them 
have repatriated their profits? I think 
this amount comes to thousands of 
crores. I think if we can solve this 
problem, then, easily we can solve 
the balance of payments crisis. I 
think we can also solve this problem 
if we unearth black money. Accor- 
ding to a series of Finance Ministers, 
Rs. 40,000 crores of black money is 
being generated in this country 
every year. May I know from the 
Minister what action his Ministry has 
taken to unearth black money? Who 
has to pay for all these faults? Is the 
worker to pay who works in the fac- 
tory? Is the agriculturist to pay who 
works in his field? They have to 
suffer because of your wrong policies. 

THE VICE-CHAIRMAN (DR. NA- 
GEN SAIKIA): Please seek clarific- 
ations on the basis of the statement. 

DR. G. VIJAYA MOHAN REDDY: 
I want the Minister to reply to 
my  points. 

Now, I wil come to another thing. 
The Government headed by Mr. 
Chandra Shekhar sold away confis- 
cated gold. We had a great difference 
on this. 

THE VICE-CHAIRMAN (DR. NA- 
GEN SAIKIA): Please seek clarific- 
ations on the basis of the statement. 

DR. G. VIJAYA MOHAN REDDY: 
People of this country think that the 
Government has a right to dispose 
of confiscated gold like this. May I 
know from the Minister what is the 
quantity of confiscated gold in his 
Ministry's possession? There are 
some estimates that 200 to 300 tonnes 

of confiscated gold is there. The Gov- 
ernment does not give correct fig- 
ures. Why don't we exhaust confisca- 
ted gold before We touch the Res- 
erve Bank of India's gold? You know 
that the Reserve Bank of India is a 
guarantor for our economic system. 
This confiscated gold or smuggled 
gold can be sold away as a right of 
the Government. The previous Gov- * 
ernment has clone a good job. May I 
know from the Minister what they 
nre going to do with the confiscated' 
gold? 

THE VICE-CHAIRMAN  (DR.  NA- 
GEN SAIKIA): Please be brief. 

DR. G. VIJAYA MOHAN REDDY: 
I am trying to be brief. I want the 
hon. Finance Minister to throw light 
on the points which I have raised. I 
want the Finance Minister to create 
confidence in the general public of 
our country, in the vast masses of our 
country who are the real producers 
of our wealth. 

■  
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THE VICE-CHAIRMAN (DR. NA- 
GEN SAIKIA): I also want that ac- 
ademic discipline should be maintain- 
ed in such discussions. 

 
I

THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA): Hon. Members,
there is a long list of speakers.
Again, I shall request the Members to
be brief and only to put the questions
pointedly. 
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THE VICE-CHAIRMAN (DR. NA-
GEN SAIKIA): I think with the 
permission of the family Home Min- 
ister? 

SHRI B. L. PANWAR: No, it is 
my own decision. 
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SHRI ASHIS SEN (West Bengal): 
Mr. Vice-Chairman, Sir, I do appre- 
ciate your anxiety that we must ask 
specific questions. Though the sub- 
ject-matter is export of gold or 
transfer of gold from our country, 
it cannot be discussed in isolation 
from the other economic factors. So, 
I will seek your indulgence to make 
a reference to some of them. 

Sir, I fully sympathise with the 
current Finance Minister that certain 
things have been done by the just 
preceding Government which had 
set about 20 tonnes of gold abroad 
by way of sale or pledge to get 
money. Whatever may be the public 
posture, gold has gone out of the 
country and that is the position now. 
Two the days  the  Finance Minister 
sqirl tVnt this was the final trans- 
shipment and no further transfer 
would be undertaken. But, today, in 
the newspapers we find that another 
transfer of gold has been     effected 
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and the gold has Deen sent to the 
Bcuiic of Kigiaxia. Why should this 
matter be shrouded, in mystery and 
secrecy? Why are uiey not in a posi- 
tion to tell facts as facts and to can 
a spade a spade? I would like to 
ask the Finance Minister whether he 
would avoid making any further 
roundabout way of making state- 
ments. We are the representatives of 
the people and we have a right to 
know and the people have a right to 
1 know what the things are and what 
the position is. Now, gold has been 
sent to get one thousand crores of 
rupees. Somebody said that we are 
nearer a debt trap, i am not sure. I 
would like to have a clear statement 
from the Finance Minister. Is it now 
simply      a shadow      of     the 
debt trap or have the tentacles 
been spread by the internat'onal 
forces of imperialism? Whether it 
is the IMF or the World Bank, they 
have already laid the trap in such a 
manner that India has no scone or 
opportunity to get out of it. What- 
ever verbiage may be there they 
sav they want to retrieve our econo- 
my from its present state of affairs. 
But how has this state of affairs 
come about? i hooe the Finance Min- 
ister will enlighten the House on 
this. This has not come about over- 
night. This has come over a period 
of years and there is no use blaming 
the previous Governments, whether 
it is the V. P. Sisgh Government or 
the Government of Mr. Chandra 
Shekhar and all that. Who has con- 
ducted the economv and po'itics of 
our country over the decades? Such 
a state of aflairs cannot happen that 
just on the 17th Julv something hap- 
pens and on the 18th we have got to 
send abroad 20 tonnes of gold. It 
cannot happen like that. I would 
like to have a clear understanding 
from the Finance Minister what has 
led this  country  to   this position. 

I cannot say whether this policy of 
unrestricted liberalisation of imports 
of all kinds the country needs or not 
This policy has been pursued for the 
last 7,  8 or 10 years, if not    more. 

Why the gates have been opened to 
foreign investors and multinationals? 
Whether this has caused this position 
or not we would like to have irom 
the Finance Minister a specific ans- 
wer. If that be so, then what steps 
does he propose to taise to put an 
end or check this process of devalua- 
tion or country's prestige, of not the 
economy alone. You may call it de- 
valuation or the so called exchange 
rate adjustment to hoodwink the 
publics but the fact is that the rupee 
is going down in its value in the 
market and then drastically it has 
been brought down, it is one thousand 
crores of rupees: Now the fond ex- 
pectation is that exports will pick 
up. It cannot happen overnight that 
exports will get picked up. It will 
take at least three or four years for 
the new policy of exports to fructify 
or come up and bring about a posi- 
tion of improvement of our economy. 
How is one thousand crores of rupees 
going to bridge the gap between ex- 
ports and imports? It cannot be less 
than four years. Naturally you have 
got to borrow further and further 
borrowing means deep inside the 
debt trap we are dragging our coun- 
try into. 

Now the optimum limit of 15 per 
cent of gold reserves held by the Re- 
serve Bank has been transhipped to 
the Bank of England for pledge, 
mortgage, or safe keeping. Whatever 
term we may use, the money has 
gone over there. Now if these one 
thousand crores of rupees are spent 
away, what next? What will happen 
after one month or three weeks? 
The Finance Minister says that it is 
the final thing that has been done, 
he says^ "With the transfer abroad 
of the final instalment of gold on 
8th July the whole operation has 
been completed as originally pan- 
ned " Now, new planning will be 
there for further shipment of reserv- 
ed gold to the Bank of England or 
abroad anywhere else. That wil' ne- 
cessarily me^n an amendment to that 
Act which permits the Reserve Bank 
this limit  of 15 per cent.    Can  you 
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give a guarantee that you will not 
come to this position? So what here- 
after are we going to do? {Time 
Bell rings) 

Then, you say that the Government 
has taken  a firm  decision to honour 
its commitments. To honour its com- 
mitments for how long and to what 
extent?   The   IMF   in   a      systematic 
manner  are  forcing the  Government 
of this country to borrow more and 
more from them to pay our interest 
commitments.   Where  is  our   country 
being led     to  win     credibility      in 
the  market?  What   is  the  credibility 
in the international market that you 
have  got now?  Devalued rupee?  To 
tranship    our reserves   of gold else- 
where? Even the  Bank     of England 
cannot rely on the Reserve Bank  of 
India that the  gold  can   be  kept  in 
our country. Is  it not a reality then 
that without  shipment,  money   could 
not be  given?  i want an   answer to 
that because otherwise the entire re- 
serve  of the  Reserve  Bank  of India 
gold will be drained out of this coun- 
try, i  would not have     raised    this 
question,  Mr.  Vice-Chairman.   Permit 
me  just  two  minutes    or    one-and- 
a-half minute more. An environment 
is being created by the vested inter- 
ests,  and  the  vested  interests     have 
got a direct link with the internation- 
al money managers who want all the 
developing countries to     be  brought 
into the ambit of that trap. They say 
that borrowing like this is an inevita- 
bility. The public mind is being con- 
ditioned to the way that there is no 
other   alternative before the  country 
but  to have  an  abject   surrender  to 
the   conditionalities   of    the      World 
Bank  and     International     Monetary 
Fund.   Who   are  these   people?   They 
should      be  pin-pointed      and      the 
country   should   be   told   that   within 
our system, there    are people     who 
have   got  links     with  the     external 
forces. That has got to be unearthed. 
Simply  saying that we will be  able 
to tide over these difficulties in this 
manner, I hope, will not create that 
confidence  in the minds of the peo- 

ple. Now one thing comes. One of 
the major factors is the price that 
we are paying for oil. Could there 
not be any restriction for oil con- 
sumption in our country, i.e. petrol? 
Is it not a fact—I want an answer 
because it is not related to gold alone 
—that oil producing countries led by 
the Big Brother in the USA and the 
other friends of theirs...  

THE      VICE-CHAIRMAN (DR.    
-, 

NAGEN  SAIKIA):  If you bring    all     
    this, then there will no  end to it. 

SHRI ASHIS      SEN-....stalled  fur- 
     ther production of oil in our country? 
The full capacity utilisation of     our 
Oil   producing units  is  being  stalled.     They 
are not being allowed. And that 
is why our liability on account of oU. 
is  becoming more  and more, i wish     j could 
have shared the optimism of 
the  Finance     Minister  that we, will 
get   over  this  position  very  quickly. 
But reality is not so. People are be- 
ing led  to a point of fatality.    Now 
you have been saying    that what is 
going to be  your next position is to 
recover.  It is  going to be  an attack 
On the   working  class   the  producer. 
Can there be any guarantee that   by 
this Rs. 1000 crores of loan or by the 
further shipment of gold, it will lead 
to more production in    our country 
for consumption? If that is not there, 
then again as it happened from 1950s 
onwards,   workers     would  be   called 
upon t0 tighten their belt, and then 
it will be feared that there would be 
freezing of  wages and dearness    al- 
lowance. These things    are likely  to       j 
come. Is it not so? I would request a 
clear statement  from     the     Finance 
Minister  that  the working class     of 
this country will not be called upon 
to bear the burden of all these poli- 
cies that have been made by the Gov- 
ernment.   (Time bell rings)   I wanted 
to know these specific points though 
I had something more.   I obey   your 
order and I am sitting down. Thank 
you Sir for the time given. I would 
expect   some   positive   answers   from 
the Finance  Minister,  T hope,     with 
his dexterity, he will be giving    the 
answer. 
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SHRl PRAKASH YASHWANT 
AMBEDKAR (Nominated): Sir, I 
would deal with only two aspects. 1 
would not repeat what has already 
been said over here. In the last page, 
there is an assurance given by the 
hon. Minister that gold will not be 
sent out henceforth. At  page Nos.  2 

. and 3, referring to the previous Gov- 
ernment the Chandra Shekhar Gov- 
ernment  sent   20  tonnes  of  gold  out 

       A of Government stocks was mentioned. 
May I ask the hon. Minister whether 
the assurance given is over two kind 
of gold transactions, one of gold 
from the Reserve Bank of India and 
the other is from the stock of the 
Government? Is the assurance restric- 
ted only to the Reserve Bank of 
India or is it connected even to the i 
gold stock which is held by the Gov- 
ernment of India? Secondly, what- 
ever assurance is coming from the 
hon. Minister that we will improve 
our balance of payments position, I 
d0 not believe it. In 1966, we had 
devaluation. And even at that time 
it was said that our exports would I 
increase. But may I point out that 
we are mainly the exporters of those 
items which are known as primary 
or preliminary items which are in- 
sensitive to the price rise in the inter- 
national market? So, what are the j 
specific plans of the Government to 
see that these items which are ex- 
ported become sensitive to the price 
rise in the international market? 
That is one. Secondly ? the hon. Min- 
ister has said that there are positive 
signs that the economy is improving, i 
I would not ask the hon. Minister for 
all the signs. But at least he can point 
out one sign as to where the economy 
is picking up. With this, Sir, i thank 
you; 

SHRI S. VIDUTHALAI VIRUMBI 
(Tamil Nadu); Mr. Vice-Chairman, 
Sir, I thank you for having given me 
the opportunity to elicit information 
on the statement submitted by the 
hon. Finance Minister. When in the 
morning it was announced that they 
are going to give a statement, we 
thought that we will get further in-    I 

formation. But the information we 
have got from the statement, I can 
say only, is what we had through the 
newspapers. Four instalments of gold 
are sent abroad. That is the only in- 
formation we got. But anyhow time 
is very short and I confine myself to 
the main points. We have come to a 
stage where other countries have 
started losing faith in our fiscal situa- 
tion and economic conditions because 
our mixed economy actually started 
by the great leader Pandit Jawahar- 
lal Nehru has been converted into 
adulterated economy. That is the 
main issue, i do not want to politicise 
the issue. But I want to tell that in 
February 1986 Dr. Sukhmoy Chakra- 
varty prepared a confidential note 
consisting of 16 pages for the late 
Prime Minister Shri Rajiv Gandhi. 
That was again summarised to one 
page by Secretaries and submitted to 
Shri Rajiv Gandhi. Now, it is an open 
secret. When it was given to Shri 
Gandhi it was a secret document. It 
was prepared in February 1986 and 
submitted to Mr. Rajiv Gandhi. Dr. 
Sukhmoy Chakravarty had argued 
that the strategy of high growth 
would generate tremendous pressures 
on the balance of payments. Without 
a clear-cut policy to contain the situa- 
tion during the transitional phase, 
the Government would have to either 
approach the IMF for a loan or go 
in for large commercial borrowings. 
"Both these alternatives had to be 
avoided as these would conflict with 
our long-term national interest". It 
was actually professed by late Dr. 
Sukhmoy Chakravarty in February 
1986. Had the then Government 
abided by the advice given by this 
great economist, this situation would 
not have arisen at all. 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA); Please put the 
questions. 

SHRI S. VIDUTHALAI VIRUMBI: 
Sir, I am coming to the point. Sir. in 
January 1989*, the then Finance 
Secretary,   who   is  now  the  Reserve 

*Not recorded. 
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Bank Governor had advised the 
Government to seek IMF loan to 
avoid further commercial borrowings. 

THE MINISTER OF FINANCE 
(SHRI MANMOHAN SINGH): I don't 
think it is in the interest of the coun- 
try to make reference by name of any 
official, least of all, the Governor of 
the Reserve Bank.    I object to it. 

SHRI S. VIDUTHALAI VIRUMBI: 
This is only complimentary. You can 
remove the name from the record. It 
is only in the complimentary form 
and not derogatory. He suggested to 
seek IMF loan to avoid further com- 
mercial borrowing. Has it yielded 
any result? Why I say all this is, 
somebody said that this situation 
arose only during the time of the 
National Front  Government... 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Please ask ques- 
tions. 

SHRI S. VIDUTHALAI VIRUMBI: 
I am coming to that. I do not refer 
to a thing unless I feel it is really 
necessary. 

Along with this balance of payment 
problem, Mr. Chakravarty said, 
secondly, the Government had laun- 
ched a liberalised import regime 
without a strategy for transition. 
Third, exports still consisted of tradi- 
tional items and the share of manu- 
facturers in total exports was low. 
Four, the public sector was inefficient 
and was not generating adequate 
resources. And finally, agriculture 
economy was weak, marked by both 
low productivity and regional imba- 
lance. 

These five points were raised by 
Mr. Chakravarty with the then Gov- 
ernment. But we do not know what 
happened. 

According to economist, Mr. 
Sharma.... 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Is it something 
else you want to read? When tne 
Budget debate is there, then you can 
speak about it. 

SHRI S. VIDUTHALAI VIRUMBI: 
I am not going to speak on the 
Budget; somebody else will speak. 

THE      VICE-CHAIRMAN (DR. 
NAGEN SAIKIA):      You put    your 
questions only.  

SHRI S. VIDUTHALAI VIRUMBI: 
This is a very important issue. It is 
cutting across  party lines. 

Mr. Sharma said: Trade and cur- 
rent account deficits have been size- 
able and persistent throughout the 
eighties, and have worsened since 
1985. This is what he said. Anyway, 
I leave it at that. Now, the position 
is very clear. In the statement he 
said: We have large external debt 
service payment falling due. It did 
not say what is the actual amount of 
external debt falling due. Then, after 
the Government was formed, some 
important decisions have been taken 
like devaluation and sending gold 
abroad. 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): If you don't seek 
clarifications, I shall ask the Minister 
to reply. 

SHRI S. VIDUTHALAI VIRUMBI: 
My question is, they did not take the 
Opposition leaders into confidence. I 
do not know why. It is a national g 
issue; it is not a party issue. Two 
important decisions have been taken, 
one on devaluation and the other of 
sending gold abroad. It never hap- 
pened in independent India. That is 
why I say they should have consul- 
ted the Opposition leaders. Secondly, 
previously confiscated gold was sent 
abroad. Now Reserve Bank gold has 
been sent. How much of confiscated 
gold is still lying with the Govern- 
ment and whv did they send Reserve 
Bank gold now and not the confis- 
cated gold? That is my second 
question.    The  third  question is,  in 
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this hour of crisis, what special steps 
are being taken by the Government 
of India to expedite collection of dues 
like income-tax, corporate tax and 
estate duty etc. to tide over the pre- 
sent economic crisis. 

My next point is, because of the 
decision taken by the Government, 
the price of gold in India has gone up. 
What action is proposed to be taken 
by the Government to reduce market 
1   price of gold in India. 

These are the questions I want to 
ask. 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Hon. Minister. 
Please don't interrupt the Minister. 

SHRI JAGESH DESAI: Only after 
he replies, we shall ask clarifications. 

SHRI MANMOHAN SINGH: I 
think the standard of debate that I 
have witnessed today makes me feel 
very proud of our country. I am an 
economist with some reputation to 
defend. But from the high standard 
of debate that I have seen and wit- 
nessed in this House, I h£ve learnt 
a great deal in the process. If we can 
maintain that high level of debate in 
the days and months to come, then I 
have no doubt that most of India's 
problems will be resolved. I, there- 
fore, compliment the hon. Members 
on all sides of the House for the high 
quality of debate that has taken place 
in this House. This has been a debate 
in the highest traditions of Parlia- 
ment and I thank all the Members 
who have taken part, asked questions 
and made suggestions. Let me say 
that our country is passing through 
unusual difficulties and. I don't think, 
any good purpose will be served by 
going over the past history. I think, 
it was Karl Morx  who said: "The 
philosophers had spent too much time 
writing about history. The time has 
come to do something to change 
history". So, I think, we have to 
use the collective wisdom of this 
House at d the collective will of   the 

people  of      this  great  country—this 
ancient civilisation—to get out of this 
crisis.    I think,      India has the will.. 
India has the resources and the Gov- 
ernment has the will and the resour- 
ces  and it will perform its duty in 
this hour of crisis in a manner which 
would do our people proud. I want 
to say one thing.   Let us not do any- 
thing which comes in the way of the 
people  of India  being  mobilised  for 
that great effort which is needed to 
get this country moving ahead.    Let 
us not take a too pessimistic or      a 
tragic view or say that the situation, 
is entirely     hopeless.      Let us    not 
destroy the      self-confidence    of the 
people  of  India.    I  honestly  say  to 
this   House  that  we  are  faced  with 
unusually  severe      difficulties.     But 
this country   will   come out of   this 
crisis  as  a  stronger  nation,   a  more 
vibrant  economy,  a  humane     polity 
and an open polity.   That is the goal 
towards which we are working.  We 
are not in the  game  of mortgaging 
our country to  the  IMF or to     the 
international institutions. We do need 
help  from   our   friends   abroad   and 
we are not friendless.    But the pur- 
pose of that help is not to mortgage 
the future of this country. After all, 
people have     been      quoting Pandit 
Jawaharlal Nehru. I recall, in      the 
Second Five Year Plan, some similar 
situations  arose.    The  planners'  cal- 
culations  all      went wrong  and the 
whole     economy of the country was 
threatened.   The balance of payments 
came under    severe    pressure. What 
did Panditji  do?    Panditji  had    the 
courage to say that we would set in 
motion the      process      of structural 
change.    He said, in the short-term, 
we did need a system, and, although 
Panditji's      commitment    to self- 
reliance was never in doubt at that 
time, he felt that we needed some 
assistance to buy some time to set in 
motion those processes, which would 
in the long-run. make us stand on 
our own feet. That is why the Inter- 
national Development Association 
was created in 1958. If you look at 
the 50's and the 60's. India had been 
doing business with the IMF and with 
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the World Bank.   If you were to tell 
me  that Pandit      Jawaharlal Nehru 
would have      done anything to dis- 
honour this  country, if you were to 
tell me that Smt. Indira Gandhi would 
have done anything to dishonour this 
country then, I think, you are insult- 
ing the      memories of      those  great 
leaders who had served this country 
with the greatest devotion and   with 
the greatest sincerity.    Therefore, let 
us not create an unnecessary scare in 
the country.   I am being very honest 
with you.    In the situation in which 
this   country   is   placed   today,   there 
was  no  other  alternative  but  to  do 
this   painful   transaction.     But   I   am 
not going to tell you, nor do I believe, 
that this  provides  a solution to  our 
problem.   We have bought some tem- 
porary respite, may be, a month. But 
if this  country  does not  accept the 
logic  of  fiscal  discipline,   if  it   does 
not accept     the     necessity of strict 
austerity,  whether  in  domestic  con- 
sumption, or, in its import regime, I 
am really very honest with you that 
neither myself nor anybody else, for 
that matter, has the magic wand. If 
we continue to go the way we have 
been  going,  if we  continue  to  give 
subsidies the     way     we like, if we 
continue to spend the way we like, if 
we continue  to waive loans  of    the 
banking system in  any manner we 
like,  if we  continue to import     the 
way we like, and yet hope and expect 
that there is      some magic formula 
which will see the country through 
-this crisis, let me say that that is not 

going to happen. And the moral of 
the story is that we must draw cor- 
rect conclusions and, I assure you, 
this Government is drawing correct 
conclusions. We have an approach. 
We have a programme. But I would 
request all hon. Members through 
you, Sir, not to ask me as to how T 
I propose to meet these challenges. 

I am only six days away from the 
presentation of the Budget. I should 
•be in purda during this time. Normal- 
ly, Finance Ministers are not to do any 
speaking at least a month before the 
presentation of the Budget. But I 
have been trying to convince public 
opinion in the country that we can- 
not go on the way we have been 
going and that the time has come to 
change our thinking. That is why I 
am requesting Members... 

SHRI JAGESH DESAI: Change 
our thinking? Is there something 
wrong with our thinking that you 
want to correct it? 

DR. MANMOHAN SINGH: Dr. 
would take some time to be known 
to you. I should have been spending 
all my time in the making of the' 
Budget. But I spent half my time 
trying to convince international 
opinion that there is nothing wrong 
with India, Give us a few weeks and 
we will show to the world that a new 
India is going to be born, that India 
has the capacity and the willingness 
and the courage to help itself out of 
the crisis. Whatever may have been 
said in this House today, that we are 
going downhill day by day, I would 
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say that as a result of the steps we 
have taken during    the   last    three 
weeks,' international     public opinion 
has got the right message. They have 
got the message that 'Here is a Gov- 
ernment which means business, which 
will set its house in order', and all 
the messages we are having are very 
encouraging.    But if  the  Parliament 
of India, if the sovereign instrument 
of the  will  of the  people  of  India, 
were  to  tell  the  rest  of the  world    j 
that  India  is  a  hopeless  case,     that 
India is a basket case, I am afraid—I 
am a newcomer to   this   House   and 
you will forgive me if I am not very     
familiar  with    Parliamentary  proce-     
dures and expressions—we would not 
be serving the larger cause Which the     
Parliament  in  our    country has  the     
responsibility and the duty to serve.     

Sir, a lot of things have been said     
here. First of all, I do want to say 
this about the Reserve Bank of India. 
Let me say that the Reserve Bank of 
India is a great national institution.  
have      been the      Governor of    the 
Reserve Bank of India myself. I know 
how onerous is the task of the Gov- 
ernor of the Reserve Bank of India. 
I think the     House     should send a 
message to the      Governor    and his     
colleagues that they are doing a very    
difficult job very well and that they 
have the full confidence of this House.     

i 
9.00 P.M. 

Without that sort of confidence I can 
tell you, it would be difficult in this 
present situation for us to maintain 
that sense of self-confidence which 
alone can see this country through 
this crisis. I recognise that we are 
faced with great difficulties, but I am 
not deterred by that fact, that we 
should create a feeling that the 
situation is hopeless. It is not hope- 
less, and I assure you, Sir, that we 
are determined to see this country 
through this struggle and out of this 
will emerge a new India. I am proud 
to be an Indian. On an occasion like 
this, I would also like to say that I 
am proud to be a Sikh and our tenth 
Guru,  when call     came to duty, he    I 

sacrificed his father. He sarificed his 
mother and he sacrificed ail his four 
sons, but he did not give in. And 
what did he ask, and I repeat to this 
House the prayer that our tenth 
Guru said? What did he ask from 
God?    He said: 

o, you have my assurance that as 
Finance Minister I will perform my 
duties with firmness, with determi- 
nation and I am confident that in this 
long struggle that lies ahead of us, 
the people of India will support us, 

I think an hon. Member interrup- 
ted me and asked: "Are you saying 
that there has to be a change in our 
thinking?" Let me be honest with 
you, Sir, I do believe that there has 
to be a change in our thinking. After 
all, if you believe that you can go on 
printing money, if you believe that 
you go on giving subsidies, if you 
believe that you can spend your way 
into prosperity, that the working 
hours in this country can be lower 
than they are even in Japan or even 
in South Korea, that, therefore, we 
can compete with the rest of the 
world, in all these matters there is a 
need to think afresh if you want to 
get this country moving alidad. I 
think all of us have made mistakes. 
The Prime Minister has been telling 
the nation that this is no time for 
recrimination we have to put all our 
heads together to find a way out. 
That is the determination of this 
Government and in this we seek the 
support of this House. 

Mr. Vice-Chairman, Sir, a question 
was asked, "Did Reserve Bank take 
the decisions on its own or did the 
Government take the decision?" I 
think I have said to this very House 
some days ago—at least forgive me 
because  at this  fag end of the day 
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my memory may fail me—but I did 
tell the House that as far as the first 
transaction was concerned, that is, 
the sale of Government's gold, that 
was a decision of the then Govern- 
ment presided over by Shri Chandra 
Shekhar. That transaction took place 
when that Government was in power. 
I have also said in this very House 
and I have said elsewhere that 1 am 
convinced that in the situation in 
which that Government was placed, 
at that particular time they had no 
other option. Therefore, I am not 
playing partisan politics. I am giving 
credit where it is due because nothing 
is served by playing partisan politics 
in dealing with issues which have 
such vital effect on the future of India, 
on the future of our children and on 
the future of our grand children. And 
we are dealing with issues which 
are no less important than the issues 
of the future of India, the future  of 
our children, the future of our grand- 
children and what kind of India we 
are going to build upon. Therefore, 
the first transation, I think, was the 
result of a conscious decision, regret- 
table but' unavoidable in the circums- 
tances, taken by the previous Go .'em- 
inent. The previous Government also 
took the decision—the Reserve Bank 
proposed and the previous Govern- 
ment concurred—that if need arises, 
the Reserve Bank can ship abroad 15 
per cent of its monetary gold and 
take some temporary loan. This 
decision was also taken by the 
Reserve Bank with the full concur- 
rence of the previous Government. 
No actual gold was shipped, however, 
during the life of the previous Gov- 
ernment. When I came on the scene 
the Reserve Bank Governor told me 
that this decision exists, and I con- 
sciously decided not to countermand 
that decision. I accept full responsi- 
bility for what has been done by the 
Reserve Bank even though the 
Reserve Bank has the statutory 
authority to act in a particular way. 
I am     convinced, Sir,      that in the 

circumstances in which our country 
was placed and is placed, there was 
iio other option. Imagine, Sir, a Gov- 
ernment comes into...............  

SHRI PRAKASH YASHWANT 
AMBEDKAR: Will the honourable 
Minister yield for a minute? 

DR. MANMOHAN SINGH: It will 
affect my chain of thought. When I 
finish, you can ask me any questions. 

I am saying, Sir, imagine, a Gov- 
ernment is voted to power^ it takes 
oath of office on the 21st of last 
month, portfolios are distributed on 
the 23rd or 24th of last month, there 
is an unprecedented situation, there 
are rumours all around the world 
that the rupee is going t0 collapse, 
there are expectations all over — 
among our exporters, among inter- 
national bankers—that this situation 
is absolutely such that there is going 
to be a run on the rupee. It is in 
that background that this Govern- 
ment took office. 

About non-residents lots of things 
have been said, "Why don't you go to 
the non-residents?" Let me say that 
it is my intention to take maximum 
advantage of the facilities an<j the 
support that we can get from our 
non-resident Indians, in the three 
weeks that we have been in office, 
I have been discussing with several 
non-resident groups as to how they 
can help us in tiding over these diffi- 
culties. I have not been sitting idle. 
I spend 20 hours a day doing this 
thing, apart from the preparation of 
the budget. So, we will do that. Vari- 
ous suggestions have been made about 
what non-residents can do and what 
we should do to encourage them. We 
wiU explore all those suggestions, we 
will act on those which we consider 
viable. But, let me be honesty Sir. 
Non-residents love India. I know, 
many of them are very patriotic. But 
many of them also want to make 
money. After all, why then is this 
crisis of confidence,   why   is it   that. 

416 
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when this country is faced with such 
a crisis, non-resident deposits are 
going out of India? I don't blame 
them. Let us not blame them. Normal 
economic motivation, I think, has to 
be respected. We are not in a morali- 
ty play, i think, somebody referred 
to the new world order. And let me 
say that I have read a great deal of 
what Dr. Lohia has written, what 
Jayaprakashji has written, i had the 
privilege also of meeting with them 
on two or three occasions. I think 
they were great leaders. Our country 
can be proud of them as it can be  
proud of Panditji, Indiraji, Rajivji. 
In their own way they have served 
their country to the best of their 
abiity. But the new world order that 
Dr. Lohia talked about is not the 
world order in which we have to 
live, in which we have to survive. 
The world today is a very different ( 
place. You had some manoeuvrability. 
When there were rival power blocks, 
there was the Soviet Union, there 
was the NATO force, the developing 
countries acquired some manoeuvra- 
bility. With the collapse of the Soviet 
Union, with China taking a stand to 
maximise the gain that it can in re- 
lation to its dealings with the United 
States, I think, you have now a very 
different situation. Whether you like 
it or not, there is today only one 
super power in the world. We have 
been the leaders of the non-aligned 
though it was never our intention. 
Panditji never sought leadership of: 
the non-aligned. We articulated their 
urges we articulated their feelings, 
and, therefore, some people thought 
that we had become leaders. We want 
to work with the countries of the 
third world. But what is the reality 
today? The reality of the situation 
today is that many developing coun- 
tries have been in the 1980s faced 
with this crisis situation and acute 
pressure on their balance of pay- 
ments. They had two options: either to 
stand firm, be determined that come 
what may, we will not go the route 
of default, or, the other, i think, is 
an easy route, a lazy route. The other 
option i* "No, we will accept the ob- 

ligations that go with honouring of 
our commitments; we will do all that 
is necessary to honour our commit- 
ments." I believe that the second 
course is the right course, and the 
history of the last decade, the his- 
tory of Latin America, the history of 
Africa provide you a convincing proof 
that if you go the default route, then, 
it is not easy to come out of it. In 
common parlance it is said that the 
decade of 1980s has become the last 
decade for most countries of Latin 
America and most countries of Africa. 
The per-capita incomes in Africa to- 
day are lower than what they were 
in the 1960s. Therefore, in a situa- 
tion in which we are placed, I think, 
our Government has taken the right 
decision that we will n°t go the lazy, 
the easy way, that we would meet 
all our Obligations, that we will do 
all those difficult things which are 
necessary to honour the country's 
commitment. 

But all these things take time. This 
Government is only three weeks old. 
A reference was made that, well, 
instead of selling gold vou could have 
come with an appeal to the people 
of India. Let me say that I have great 
faith in the patriotism of the people 
of India, i do hope that when I pre- 
sent my budget the people of India 
would get the proper message that 
here is a Government that works, 
here is a Government that takes its 
task seriously. But, even if I had 
launched that appeal, in the mean- 
while I had a daily crisis. In the last 
three weeks I had a daily crises. I 
had to arrange to pay for essential 
goods like petroleum, like fertilizers. 
I have these debt obligations to meet. 
Dr. Pandey, i think, was magnanim- 
ous enough to offer me rings. I think 
I respect that sentiment. But I res- 
pectfully submit that whatever that 
mobilisation of gold may d0 in the 
medium term, it could not have pro- 
vided a Solution to ourt problem in 
the three weeks that we have been 
through. Therefore, i do want to sub- 
mit t0 the House that in the situation 
in which we were placed, there real- 
ly was jio option before us. 
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Hon. Members have raised several 

issues. I can take up one by one and 
provide answers to all of them. But, 
Sir, I am, as I said, only six days 
away from the presentation of the 
budget. At this time of the year the 
Finance Minister should be busy giv- 
ing finishing touches to his budget. 
But, I am the servant of the House 
and if the House so wishes I can take 
one by one all the points that have 
been raised. 

One particular point was raised 
that what I have done may be right 
economically, but politically probab 
ly is native. I have not been in poli- 
tics, but I have been in association 
with politicians, who in their own 
times were great men. So, I have 
some understanding of the political 
processes in the country. And if I do 
understand the political processes of 
this country, I think whatever the 
politics you may have, whatever 
party you may belong to, nothing is 
achieved by weakening the self-con- 
fidence of the people of India. That 
is what I have been trying to em- 
phasise i do not want to tell the peo- 
ple of India there is no option. Well, 
it has been said that I could have 
come t0 this House and told them. 
If I remember correctly I did say to 
this very House a few days ago that 
the Reserve Bank of India has the 
power to send abroad 15 per cent of 
gold. If you look up the records of 
this House, I t^ink you would recall 
that j did say that. Now, i think that 
is all the information that you need- 
ed. Why did I say this? The hon. 
Members are intelligent enough and 
I think what has been said today gives 
me a great confidence in the future 
of India that this high quality debate 
can take place in this House. What 
1 said was essentially to tell you that 
we are in a situation where up to 15 
per cent of gold can so out t- What did 
I do? It was my intention that when 
the transaction was completed to 
come clean and share with you what 
has been done.  And exactly today is 

the day when the transaction has 
been completed. I recognise that there 
has been a leak. We are a country 
in which We have a free press. We 
are proud of that tradition. I hope 
this country will have the courage to 
maintain a free press regardless of 
what handicaps that arise in doing 
the Government work. Now, some- 
body has leaked that thing. It is re- 
grettable, but it was my intention 
that when the transmission was com- 
plete I should come before this House 
and share with you what has been 
done. 

A question has been asked why did 
I do it in droplets? Why did I not do 
it in one go? Let me say I am not an 
expert on security arrangements. 
Considering what has been happen- 
ing all over the world, whether it is 
the cargo planes or other planes, 
hijacking has become now a much 
more prevalent practice. Therefore, 
we were advised that it is better to 
do it in small doses. Otherwise the 
insurance premia that we might have 
t0 pay might have gone up further. 
Therefore, it was considered view 
that one or two transactions is not 
the right course, but this thing should 
be spread. But as i said, it was my 
intention that as soon as this trans- 
action was completed, L- should share 
this information with the House. 
There was no attempt to mislead the 
House. 

An hon. Member has said that this 
was an act of deception. I don't 
plead guilty to that charge. I may 
make mistakes, If I make mistakes, I 
will come before this House and beg 
pardon ci this House. But, Sir, i pray 
to God that he should give me 
strength that I should never think 
of deceiving this august House. I will 
never do that consciously. As I said 
if I make misakes, T will come and 
seek your pardon, i will seek pardon 
from the people of this country, but 
I would not resort to deception. I 
think the people of India expect the 
Government and the Ministers to 
have that sense of integrity and I am 
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a small man drawn into a big chair. \ 
I know my weakness. I am an ordi- 
nary man. T am subject to all the 
normal temptations of life. I don't 
claim any status of infallibility. 
Therefore, it is possible that I may 
make mistakes. In that situation I 
will come before you, and ask for 
your pardon but I feel sad that an 
hon. Member should have used the 
word that I was deceiving the coun- 
try or I was deceiving this House. 

Now a question has    been    raised 
that I  should have  adopted the poli- 
tical  approach. I think  I have  already 
answered    this    question    I    believe 
what  I  have   done  is     economically 
wise and politically right,  j think it 
wa,s Shri Sukomal Sen who said that 
the Parliament  is sovereign and ask- 
ed why did you not give indications? 
I have already answered that that  I 
came before this House   and    infor- 
med    the    House    that      the      Re- 
serve    Bank of India has the power 
to send  15 per cent of  gold  abroad. 
He  also   asked  a  question:  "You are 
thereby creating a panic situation in 
the country." Let me say, Sir?    that 
is not mv  intention and it is not,   I 
think, the country that is in panic. I 
think I am being very honest; in the 
last three weeks that I had been    in 
office,  the  number  of      letters,  tele- 
grams and other communications that 
I have received from    the    ordinary 
people of this country from Assam on 
the one hand to Kanyakumari on the 
the other. I think it is simply pheno- 
menal. I think that gives me the con- 
fidence that India is on the move and 
I am not creating panic. I believe I 
have succeeded in creating, with the 
blessing-   of  our  Prime   Minister,      a 
new   mood   of!      seK-confidence   that 
India cannot be taken    for   granted, 
that India is awake. I must tell you 
there     are   lots  Of     peoole     outside 
India who do not like this thing. Al- 
ready they are up to some tricks that 
this massive notential of India to he 
a super power, to  be a great econo- 
mic power, that somehow this poten- 
tial  should  never be  fully     utilised. 
Now.  I  think this Government    has 

a stategy and a credible programme 
to realise that potential. It has been 
said; "Can you give an assurance that 
the  working class  would  not  be the 
sufferers?"   I   carn   assure   you      that 
whatever we may do, we   have   not 
given   up  our     commitment     to  the 
pursuit of either of self-reliance    c 
the pursuit of equity. In toda:/'s situa- 
tion self-reliance or the equity cause 
can best be helped only if we have a 
dynamic and vibrant economy. There- 
fore,  there is no  conflict in the pre- 
sent situation between what we are 
doing to stipulate growth    and    the 
cause of self-reliance and the cause of 
equity. We have not reneged on any 
of our objectives    like   self-reliance, 
like commitment to equity which was 
dear to the heart  of Panditji, which 
was  dear to  Indiraji  or dear to  the 
heart  of Rajivji.      Well,  as  Panditji 
used to say an<j I remember him say- 
ing then as  child: "We  live  in    a 
dynamic    would . If you are    in a    dyna- 
mic world and  if you become a pri- 
soner of words that something    that 
may  have   been   true  40  years   ago 
that,  regardless  of changing situation 
remains valid, T think that is not the 
spirit."     i  think  that     characterised 
that great      personality      that       Panditji 
was.  Panditji talked about imparting 
a   scientific   temper  to     the  national 
life  of     this  country.   What     is  the 
scientific temper? That being rational, 
emotions have a place in the  life of 
a nation. Therefore, I do respect this 
emotion not only among our women- 
folk but among others in the rest of 
the  country;   "Why  did   you   do  this 
thing? Why    is    it    necessa-y?"    Now  I 
respect that and that is why  I have 
been  saying  that  it  was     a  painful 
necessity. I  only   ask  the House    to 
consider   the      alternative.   If   I   had 
not done this, if on the third or the 
fourth day in office or during the last 
two  weeks   T   had presided over this 
country   becoming   a   defaulter,   what 
would  have   been   the   consequences? 
Tha'     wotild  be      a      complete      break- 
down  of  the  social,      economic  and 
financial systems of this country. And 
even if I do not understand oolitics, 
I  d0  recognise  that   if   you  have    a 
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breakdown of your social and econo- 
mic systems, then you cannot have a 
political system remaining healthy. 
And I would respectfully submit to 
this House to accept my word that 
if we had not acted the way we act- 
ed, there would have been a default 
situation. Then, we have no money to 
import even essential goods and if 
the flow of non-resident monies had 
really become a flood, I do not know 
how i would have handled that situa- 
tion. I have prevented that situation 
now. International lenders believe us. 
Non-resident outflow has nearly stop- 
ped. So we have bought a month or 
two. In this time? we can set in 
motion those processes which would 
see this country through this; crisis 
and also ensure that out of this crisis, 
we emerge a stronger, vibrant, nation. 
Now, people ask, if you borrow from 
the IMFr is it a solution? It is not a 
solution. I have bought only a month 
or two. There is no solution to our 
balance of payments problems. There 
is no solution to the problems of this 
country, whether you talk of un- 
employment or social justice or 
growth, if we continue to spend 
money the way we have been spend- 
ing, if the profitability of the public 
sector remains as low as it is, if 
the subsidies burden continues 
to grow on this, I honestly submit 
to you that the working class will be 
the worst sufferers of that. (Inter- 
ruptions). 

Now, a question hag been asked 
about the terms and conditions of 
this transaction. This transaction is 
between the Reserve Bank of India 
and the Bank of England and the 
Bank of Japan. So, two central 
banks, that is, the Bank of England 
and the Bank of Japan have agreed 
to ?ive us some temporary accommo- 
dation. Under the rules, under the 
Reserve Bank of India Act, the Re- 
serve Bank of India can borrow for 
a period of one month at a time and 
therefore, we have, I think, taken 
this loan from the Bank of England 
and the Bank of Japan at very favo- 

urable terms; that is, LIBOR rate, 
which i's the standard interbank rate, 
plus 0.2 per cent above the LIBOR 
rate. If we were to go abroad to the 
commercial markets, today, we can- 
not borrow any money. Nobody is 
willing to iend us. Even in the 
past, we had been borrowing at 
much higher rates of interest. So the 
transaction that has taken place, I 
think, in the circumstances, has got 
the best possible terms. 

SHRI JAGESH DESAI:   It is    less 
than commercial rates? 

DR.   MANMOHAN SINGH:      It is 
less than commercial rates. 

SHRI JAGESH DESAI:    Has it to 
be renewed  every month? 

DR. MANMOHAN SINGH: If our 
situation improves, if the capital 
flight is reversed, if exporters start 
bringing their money into Ind'a fas- 
ter, then, I do feel, that it is quite 
possible that I may not have to re- 
new. But I cannot give you that 
assurance today. It can be rolled 
over from month to month. But it 
is my hope that within a few months 
we would be out of that business. We 
can bring back that gold. But I can- 
not g've any firm assurance. We 
live in a very uncertain world and it 
would be wrong on my part to mis- 
lead this House by saying that I 
have some magic wand and that I 
can deal with these problems that 
have accumulated over a period of 
time. Now I think, it was Mr. Guru- 
padaswamy, who raised certain issues 
as to what the F;nance Ministry has 
been doing. I think that is past 
history. Let us not apportion the 
blame. Let us look to the future 
with courage, with hope and let us go 
forward. That is the strategy that our 
Government has in dealing with this 
crisis. 

Now another hon. Member asked 
how large our reserves are. I have 
those figures here. Our reserves To- 
day are not very large. I have some- 
where some figures here. On the 17th 
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of July, our reserves were Rs. 2,095 
crores. This is exclusive of gold re- 
serves. These are not very large arid 
if I manage to get any help from out- 
side, whether it is IMF or outside, 
let me be very frank and candid, it is 
not my intention to use that money 
to raise current consumption in thit 
country. I want th;s money if it be- 
comes available. I do not know if it 
becomes available. If for example, 
we create in our country a mood of 
pessimism—I have succeeded in 
changing the mood abroad—but if we 
continue to create this mood of pes- 
simism, the foreign creditors may 
also get the wrong signal that some- 
how, this country does not have the 
will to help itself out, of the crisis. 
Today, I believe, I have convinced 
them and I believe, We can do busi- 
ness with the IMF on terms and con- 
tentions which are honourable, which 
would protect all our essential inte- 
rests. I therefore, do not share this 
great fear that has been expressed 
about the IMF, the World Bank. We 
have been doing business with them 
in the past. We are a member of 
these institutions. We have been do- 
ing business with them in the fifties, 
in the sixties, in the seventies and in 
the eighties. If it was not anti-na- 
t:onal then, if it was not dishonour- 
able then, I think, it is not dishono- 
urable now and you can rest assured. 
I will do nothing to dishonour this 
country. I think, this country has 
done me a great favour. From a 
small man, I have been li-ted to this 
big posit;on. I think, I will be un- 
worthy of that confidence that you 
and through you. our people have 
reposed in me. Now, therefore, our 
reserves are not very large but gold 
is outside. Some hon. Members 
wanted to know as to how large gold 
s*ock we have. I am now speaking 
from memory and you will forgive 
me if I am wrong. About 332 ton- 
nes is the gold stock with the Re- 
serve Bank of India and 15 per cent 
of that can go out. What has gone 
out of the country is slightly one or 
two tonnes short of that 15 per cent 
limit.    unt  as I said, this transaction 

is now over and therefore, we have 
no intention to send any more gold. 
As the hon. Members pointed out, 
even the Reserve Bank does not have 
that power. The Reserve Bank Act 
does not permit the Reserve Bank to 
do so. The Reserve Bank does not 
permit me that we should send any 
more gold out of this country. 
(Interruptions). 

SHRI JAGESH DESAI: is this 
including the confiscated gold? 

DR. MANMOHAN SINGH: Con- 
fiscated gold is the Government gold. 
20 tonnes of that was sent before. 
Now you are asking me to divulge 
things which I thought was not good 
for our country to know. But it is 
not very large. Therefore, confisca- 
ted gold is additional. Now, I have 
already mentioned that what we do 
through the NRIs, what our inten- 
tions are.    (Interruptions) 

SHRI JAGESH DESAI: I was 
under this impression that the IMF 
loan may come in the month of Sep- 
tember. So I had asked the question 
what are our obligations towards 
debt up to 31st August. 

DR, MANMOHAN SINGH: Well, 
I can assure you that we have made 
all possible arrangements to meet, all 
our obligations till the end of August. 
You have my assurance. I do not 
want to divulge all those things and 
beyond that, 1 request you not to a'sk 
me to explain any more. Now, I 
have answered the questions relating 
to the role of the non-resident 
Indians. Well. several Members 
have asked whether these one thou- 
sand crores are goning  to solve our 
prob7em. That I think I have al- 
ready answered. 

A question has been raised ibout 
the depreciation of the rupee. Several 
hon. Members have asked : Will it 
lead to an increase in our exports? 
One hon. Member said about the 
primary commodities that a change 
in exchange rate does not help the 
primary commodities.    I think    this 
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is a myth perpetuated by the colonial 
masters that the peasants of the poor 
countries are irrational people, that 
they are children and, therefore, they 
need white men to rule over them, it 
is the whitemen alone who under- 
stood the law of economic rationality 
and thai? is how we were ruled by the 
Britishers. For how many hundreds 
of years, I do not know. I believe the 
farmers of this country, if given  
proper incentives, can do a lot. Some 
time ago it used to be said: "Far- 
mers do not respond to price incen- 
tive." What has happened to agri- 
culture in our country, in Punjab, in 
Andhra Pradesh, in Haryana, in Wes- 
tern U.P.? Even now it is happen- 
ing in some parts of Bihar also. Our 
farmers, if given proper environment, 
if given proper infrastructure, I think; 
are capable of taking advantage of 
the price incentive. Therefore, what 
we have done by way of an exchange 
rate adjustment rather than trying to 
discriminate all the time against the 
farmers, is, I think, a pro-peasant 
policy, a pro-agriculture policy, not 
a policy of reckless protection of in- 
dustry, trying to subsidise the indus- 
try. But subsidy for one is at the 
cost of somebody else. And this 
policy which has been pursued is 
a policy which has subsidised indus- 
try at the cost of agriculture. People 
have been talking about widening of 
urban-rural gap and if you reflect, 
I think a part of the problem is that 
we have never believed that our pea- 
sants are capable of taking rational 
decisions. Therefore, all the efforts 
were aimed at giving incentives to a 
few chosen people. But this is not 
the philosonhv of this Government 
and, therefore, we want a more 
channellised measure which would 
send signals to all our people that 
if exports are profitable, well, think 
big and T om confident, the farmers 
of Punjab, the farmers of Andhra 
Pradesh and elsewhere, if we tell 
them tomorrow that more raw cot- 
ton can go out , that it is more pro- 
fitable to send out more cotton, 3re 
canable of producing more cotton, 
they will do it and if they do it, then 
this talk    of    widening    rural-urfl&n 

disparity, I think, will not be there. 
Over a period of time we are going 
to reverse this situation. If this gap 
becomes wider, that is a dangerous 
thing. We must prevent that. And, 
therefore, we have done this by way 
of an exchange rate adjustment. It 
is a part of the process of reversing 
the discrimination against agriculture, 
and that, I think, is a step in the 
right  direction. 

One hon. Member asked me this 
question : What has been, the depre- 
ciation of the rupee? I have put the 
figures when our Government came 
into office. We ail know there are 
two ways of measuring depreciation. 
One is depreciation of the rupee and 
the other is appreciation of the fo- 
reign currency vis-a-vis rupee. I think 
both these est;mates are within the 
range of about 19 to 22 per cent, but 
it is not 43 per Cent. I understand 
he was referring to some previous 
figures of January, 1991. I don't 
have those figures. ... (.Interruption) 
...I don't have those figures, but let 
me say that I don't know why this 
word "devluation" is considered a 
dirty one. I am not afraid of using the 
word "devaluation" but "devaluation" 
has lost its meaning in a world of 
floating currencies. Now the United 
States is the Super Power. It is the 
only super-power in the world. Bu"t 
look at what has been happening to 
the dollar in the last twenty yea?s. 
For many years the dollar is going 
down. The U.S. imports go up, 
then the dollar depreciates. But no 
President of the United States, no 
Congressman in the United States, 
I think, takes the view that this is 
something which is dishonourable, 
which is immoral and they ought to 
be depressed about it- In fact, all 
these years, the United States has 
used an aggressive exchange rate 
policy to deal with its balance of 
payments problem. It has depreci- 
ated its currencies. It has neverthe- 
less remained a super-power. The 
very fact that we are using the ex- 
change rate mechanism should not 
create any panic    in our    country. I 



429 Statement [ 18 JULY  1991 ] by Minister 430 

think what we have done will make 
our country strong; v, will make our 
industrial progress faster and will give 
our people a new message that 
we must stand on our own feet. {In- 
terruptions) ... 

SHRI MENTAY PADMANABHAM: 
What is its impact on inflation? 

DR. MANMOHAN SINGH: Let 
me say that there is no relation bet- 
ween the exchange ra':e changes and 
the rate of inflation in a country of 
India's size. India is like the Unitecl 
States. Foreign trade is a very small 
part of the total national income "of 
our country. Our exports are only 
about 5 to 6 per cent. Imports are 
about 7 to 8 per cent. Now you 
have a total national basket of goods 
and services. In that the prices 8fi 
goods in a small basket might go up, 
even though it is not inevitable that 
those prices must go up. When the 
prices of things in a small basket are 
going up, the rest of the basket re- 
maining what it is, there may be a 
small reaction. But I am con- 
fident that if I pursue sound 
fiscal and monetary policies, if 
the fiscal policy of the Government 
does not generate and does not sus- 
tain inflationary expectations—to be 
honest with you—if the rain-gods 
are a little kinder, I think, we can 
contain the inflationary spectre and I 
do believe that we shall be able to 
overcome that particular problem 
also. 

Now I want to use this occasion 
to say that some unscrupulous ele- 
ments, unscrupulous traders are using 
this occasion of the exchange rate 
change to rig up prices of essential 
commodities. I think, there is absolu- 
tely no basis for them to do any of 
these things. I have written to all 
the Chief Ministers. I wrote to them 
last week, i repeated by telegram 
again yesterday that they must act 
firmly t0 check these anti-social ele- 
ments. There is no correlation what- 
soever between the exchange rates 
and the price of wheat, the price of 
rice. All these things are produced 
at home. The cost of production    of 

none of these things that go into their 
production has gone up and, there- 
fore, there is no basisj I think, for 
the fear that what we have done will 
unleash a massive inflationary spiral. 
If we have correct fiscal and moneta- 
ry policies, which, I believe, we will 
have, I think, that will not happen. 

Now, Dr. Ratnakar Pandey has 
raised a question. He has gone. So, I 
think, I need not answer that ques- 
tion. Now, I think, a reference was 
made to the appeal to the people. 
Some reference was made to 
General Maneckshaw. Let me say 
that General Maneckshaw is a very 
dear friend of mine. He and I 
went to the same college, though he 
is much older than myself. But, as I 
have explained, in the situation in 
which we are placed, I think5 even 
if we have appealed. I am sure the 
people of India would have respond- 
ed to that appeal, but we have to act 
at a very short notice and whatever 
the conseqcences of that appeal, I 
am sure5 that would have been 
favourable. We did  not have the time 
and, therefore, we had to do what 
we did. 

Now, i have already mentioned the 
figures of foreign exchange reserves. 
Another question was what more 
amenities we are going to give to the 
NRIs. That is a suggestion for action. 
We are considering various things. 
We do want t0 involve the NRIs in 
our process of development and, 
therefore we will come before the 
House when we are ready with... 

SHRI JAGESH DESAI: I made a 
point about those who come on Trans- 
fer of Residence. That will also help 
in our, foreign exchange position. 
What  about that? 

DR. MANMOHAN SINGH: I take 
note of that suggestion. We are con- 
sidering several other suggestions. I 
think what the honourable Member 
has mentioned is also a suggestion 
worth considering and we would cer- 
tainly take that 'on board. 

. Another honourable Members    Shri 
Verma, said, what we have done may 
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be economically right but a political 
touch has been given, j have answer- 
ed that problem.  He also  said, well, 
if we had  acted differently, the psy- 
chological  setback   dould   have   been 
avoided. I don't believe that the peo- 
ple   of India  are  psychologically  de- 
pressed by what our Government has 
been doing in the last three weeks. I 
think   you  will  forgive  me  if  I say 
that the Members  of this House  in 
this particular case are not in touch 
with   the  public  opinion.   You     will 
forgive me if I say this.    {Interrup- 
tion). The number of letters I have 
been getting day after day convinces 
me that the people of India want to 
know the  truth   that they want     a 
Government which  would  give     the 
correct lead and,  therefore, I believe 
that what we have done is economi- 
cally  sound,  politically     sound,  psy- 
chologically sound. Let us not depress 
the animal spirits of our people. Let 
us not create a sense of panic. Let us 
give our people a feeling of sel-con- 
fidence. 

Another honourable Member,   Shri 
Pachouri   asked whether the Reserve 
Bank of India took the decision    or 
the  Government took the decision.  I 
have  already  explain ad the   position, 
I have already stated it. Then a ques- 
tion was asked: Will you mortgage or 
pledge further gold?   I have already 
answered that question. Then a ques- 
tion was asked whether the Bank of 
Japan  was  involved.  Yes,   the Bank 
of Japan was involved together with 
the  Bank  of  England in     providing 
this  temporary  accommodation     that 
we have got.   Another question was 
asked: Are we selling the gold under 
the pressure of the IMP? Let me be 
very candid with you. Quite honestly, 
the impression that some honourable 
Members have  that the World Bank 
and the IMF are very eager to lend 
money to India or to any country, I 
think,  is a false impression.    Today 
you are in a situation where capital 
is very scarce all over the world and 
all countries  are   competing for that 
scarce capital. Look at what China is 

doing to attract capital. Look at what 
j    China has done t0 enter into the IMF. 
Look at what China has done to share 
in this soft IDA money  the  bulk of 
which until the 80s used  to come to 
us. Therefore,    this general,    feeling 
that the IMF and the  World    Bank 
are  out to devour this country,  that 
they are eager to lend to this coun- 
try, I can assure you, is not correct.     
I think they would be quite happy if 
we can solve our problem our own  
way. On taking office I invited sever-    
al  economists   of  the  left—I  do  not   want to 
name them     because    they 
were   private   consultations—to   come 
and look at the situation.  I  said, "I 
will share with    you all the facts" , 
and   I  said  this  to     the   honourable 
leaders of the  Opposition  whom the 
Prime  Minister  had  the  honour     to 
invite  for     a  discussion,  i  spoke  at 
length to tnem about the dire situa- 
tion. All the facts which  I am men- 
tioning    i   placed  them   before     the 
honourable leaders of the Opposition. 
Short of saying that  I am  going  to 
devalue, I told them everything. And 
I  think,  as   the Prime  Minister  said 
somewhere, it is riot fair to ask that 
I should tell people in advance that I 
am going to devalue.    Short of that, 
I  said  everything to   the  honourable 
leaders of the Opposition, the state of 
our economy the state of our balance 
of payments, everything. Now, there- 
fore, j think it is not  correct to say 
that we have been trying to do things 
stealthily.   That charge 1 simply re-    
pudiate.  There was a question raised     
that devaluation was  done  in     1949,    
1969 and   1991.    As  I have    already    
stated let us not create an unneces- 
sary fear about the effects of changes 
in the  exchange rate.  If you look at 
the     history      of     pre-Independence 
India)  you  will      find  that   all     our 
nationalist—minded   economists      and 
the political leaders used to   quarrel 
with the Britishers for  keeping    the 
exchange   value   of   the   rupee   artifi- 
cially  high   as  the   Britishers  wanted 
this   country   to  remain   an   exporter 
of the many products.  They  argued  that 
the Britshers    did not    want the    coun- 
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country to industrialise.    The -econo- 
mists used to plead with the Britishers 
to give up this    policy and  to let the 
rupee  have  a  realistic  value  so that 
the Indian industry   can expand and 
grow,  if you look at the history    of 
Japan,  how  did  Japan  become   such 
a great power.   What   kind   of    ex- 
change rate policy did Japan follow? 
In  this  country,  I  am  sorry  to  say, 
under      some baneful      influence,     a 
strange   sort  of     conspiracy     exists. 
Our friends on the extreme right and 
our friends on the extreme left,      I 
am afraid   think in a manner which, 
I  respectfully  submit,   is   not  condu- 
cive  to  the  industrialisation  of  this 
country.   We must pursue a realistic 
exchange   rate   policy,   an   aggressive 
exchange  rate  policy  to  industrialise 
Pur country. That is what most of the 
other countries have  done. If we do 
not pursue a realistic exchange rate 
policy, we would be doing something 
which I think is not in the long-term 
interests  of the  country. Our    party 
election manifesto commits  this Gov- 
ernment  to   pursuing  a  realistic   ex- 
change   rate   policy      and   I   will   be 
honouring    that       commitment    Dr. 
Sivaji had said that  it has been the 
past experience that it is one Govern- 
ment  that   sends     gold   and  only   a 
change of Government would    bring 
back that  gold.  I   would like  to as- 
sure him  that it is something which 
would not happen    this    time.     You 
would continue to remain where you 
are and we would continue to remain 
where we are.  The  gold     that had 
been sent will be brought   back,    it 
would be wrong on my part to say 
that I am 100 per cent confident that 
I can bring back the gold tomorrow. 
But, I do believe,     and I think    an 
observer of     the     Indian     economic 
scene   would   realise^   that   we   have 
set the  economy in motion and in  a 
reasonably  short   period  of   time,      I 
can rise in this very House and give 
you the good news. I am not making 
a firm commitment. But it is my hope 
and it will be my  endeavour to br- 
ing back that gold. I need your help 
and the only way  you can help me 
is by not creating a sense of despair. 

The only way in which you can help 
me is by telling the world that we 
are united and that you stand behind 
me so that i can negotiate with the 
International Monetary Fund, so that 
I can negotiate with India's creditors 
from a position of strength and not 
from a weak position. We have to 
show to them that the whole Indian 
nation is united. This country of 800 
million people, what is it that it can- 
not achieve? I do not know who said 
it, but it has been said that the 
greatest thing t0 fear is fear itself. 
If this country is united, if this coun- 
try can make up its mind, I can 
assure you, no power on earth 
whosoever it may be, can do us 
down. Therefore, if you want me to 
bring back the gold ho this country, 
you must strengthen my hands. Do 
not create a feeling that this coun- 
try is helpless and that it is going 
from bad to worse. It has taken a 
certain direction in the past and we 
are determined to reverse that direc- 
tion, and we have already set it in 
motion. 

Now, some question was raised 
I about the REP scheme and some hon. 
Member also said that it will lead to 
corruption. I think it is precisely the 
opposite that is going to happen. 1 
think, in one stroke we have 
removed thousands of crores of 
rupees of       subsidy.Whoever 
was getting the benefit a small 
segment of our industry only 
was getting—we have removed that. 
I don't say that it was not deserved. 
But great majority of our people, 
particularly the primary producers, 
farmers and other were not the ones 
who were getting the benefit of the 
export subsidies. And let me also be 
very candid with you that the case- 
by-case fixation of subsidy has given 
rise to a lot of functionless bureau- 
cracy. There was a lot of corruption 
and by one stroke we have eliminated 
this scope for corruption. Now, this 
does not mean that the people can 
bring in whatever they want. The 
principle that we have set is that if 
I     you want to import, you must export 
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and also we have said that you can- 
not use this REP scheme to import a 
lot of non-essential things. So, due 
-'are has been taken to see that while 
framing the system, while reducing 
the scope for corruption, this does not 
become a mechanism for promoting 
what may be called luxury consump- 
tion. That is not the intention and 
that is not what is going to happen. 

I think it was Mr. Dineshbhai 
Trivedi who said—he is not here; he 
has gone—that we have taken a hasty 
step to pledge this gold, that we 
should have waited. I explained to 
you the background in which we had 
to take decisions and I think we did 
the right thing. If we had done 
nothing, if we had declared default, 
I think the consequences for this 
country would have been far more 
serious. He asked why this jugglery 
with the word "devaluation" was 
there. If he wants to use the word 
"devaluation" or "adjustment", he is 
welcome to do so. I am not afraid of 
owning up what I have done, what- 
ever the name or label you may give. 

SHRI JAGESH DESAI: Just a 
Diirute. I would like to clarify one 
thing. The Reserve Bank of India 
daily announces... (Interruptions)... 
the exchange rates. I do not know 
why they did not do it properly. I 
think that is the reason why this has 
happened and this has been done in 
one stroke. Will you kindly assure 
us that in future you will take care 
to see that the Reserve Bank of India 
announces the realistic rates daily? 

DR. MANMOHAN SINGH: I 
am sure ihe Reserve Bank of India in 
this case is not to be blamed. I do 
not want to go into what has happen- 
ed in the last few months. I do 
not want to apportion blame and 
nothing is achieved by that, I think. 
But I can assure you that it wan not 
the fault of the Reserve Bank. 

Another honourable Member asked, 
"Well, if you are talking about the 
illegal flight of capital, then what are 
your agencies doing?"    I must   con- 

fess to you that I have been in office 
only for the last few days and I have 
not familiarised myself with all the 
details of this vast Ministry that the 
Ministry of Finance is. We have, I 
think, a lot of efficient officers. I do 
agree that we should look at the 
working of all the other agencies to 
see that they are properly equipped, 
that they are properly motivated to 
handle these massive problems that 
our country has. I promise to do 
precisely that in due course of time. 

Another honourable Member asked 
mo, "you have done all this. What 
happens after these things that you 
have done?" I do not regard the 
sale of gold as a panacea or solution. 
I have only bought some time, a 
month or two. He also said, "You 
have devalued and devluation takes 
time. Supposing it does not work, 
do you have contingency plans?" I 
think you will not expect me, Sir, tc 
Lhare with this House. But I do 
assure the House, Sir, that I have 
thought of all possible options and 
this Government will be ready to 
take appropriate decisions commensu- 
rate with the needs of the situation. 
I do not believe that It will be neces- 
sary to plan for those contingencies. 
I think the House should think big. 
jndia is ca the move. Ali these things 
which we have done would lead to 
greater and greener pastures, away 
from the drought 
10.00 P.M. as some honourable 
Member put it. 

Another hon Member mention- 
ed about people keeping money 
abroad, about joint ventures 
and about people not remitting pro- 
fits. Well, we are now creating a 
syslem where the people have no in- 
centive to be dishonest. If in spite 
of all that they are dishonest, you can 
rest assure that we will come down 
very firmly on those who violate the 
laws of this country. 

A question was asked, what are you 
going to do with black money? I am 
aware of the menace of black money. 
We will act firmly, but beyond that I 
would not like to say more on this. 
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My sister, Shrimati Sushma Swaraj, 
asked whether this decision that we 
took was wise and whether it was 
lightly implemented. I have already 
answered that question that in the 
circumstances in which we were 
placed this was the right thing to do 
and that what has 'oeen done was also 
the right thing to do. I would like 
to compliment through this House the 
Reserve Bank who have performed 
an onerous task rather very well. 

   She also asked: When the Parlia- 
\^nt was in session, could you not 
the House into confidence? I 
have already answered that. She 
also asked: What are you going to 
do with this 400 million dollars? 
That question also I have answered. 

Now, a question was asked—I 
think it was Shri Jaiswal—whether it 
was normal for the Central banks to 
send gold abroad. I think many Cen- 
tral banks of the world are keeping 
their gold with the Bank of England. 
I have been assured that it is the nor- 
mal practice of many Central banks, 
though I do not have just now the 
cetails of it. 

Shri Mohammed Afzal asked: Did 
you have any options, why did you 
send gold and how are we going to 
utilize this money? I have also ans- 
wered the same. I do share the senti- 
ments of the House. I do share the 
sentiments of our women and all our 
countrymen. But let us not be un- 
necessarily panicky. The U.S. has re- 
mained a super power. If you look 
i at the history of the U.S, under Presi- 
dent Kennedy and under President 
Johnson, how much gold did the U.S. 
lose? And yet they have remained 
a super power. Therefore, do not 
spread this feeling of despondency. 
What has the USSR been doing all 
these years? Japan has taken gold 
from the U.S. France has taken gold. 
Still they are super powers in the 
world. Let us not spread this feeling 
of despondency that since we have 
sold small quantities of gold, India 
has no future No    I    think we    are 

going to work together anu write a 
new chapter in history and I can say 
that the coming generations will be 
legitimately proud of it. (.Interrup- 
tions) 

THE . VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Please do not 
interrupt. It is already ten. Let him 
complete. I am not going to allow 
anybody now. 

SHRI MANMOHAN SINGH: Mr. 
Vice-Chairman, I hav° tried to answer 
all the questions. It is quite possible 
that at this late hour jf the day I may 
have missed some questions. I apolo- 
gize to the hon. Members if I have not 
been able to answer all their ques- 
tions. But I am open to discussion 
in my chamber, in this House and 
outside this House. I am willing to 
satisfy each and every hon. Member 
that in the circumstances in which we 
are placed what we have done, is 
economically right, politically right 
and psychologically right. What we 
have done has avoided a serious and 
disastrous situation of default, and 
hereafter, what we have done will 
enable this country to look forward 
to the future with courage, confidence 
and hope. 

THE VICE-CHAIRMAN (DR. 
NAGEN SAIKIA): Hon. Members. 
... (Interruptions)... Wait a bit. We 
have already spent more than four 
hours on this subject and I think the 
hon. Minister has made a sincere 
submission late at night with all con- 
fidence. But still I think the Members 
have some queries or they have some 
views to express. But, I think, when 
the Budget will be placed, they will 
get enough of time to express their 
views and to make their queries. 

Therefore, I declared that the 
House stands adjourned till 11 a.m. 
tomorrow. 

The House then adjourned 
at six minutes past ten of 
the clock till eleven of the 
clock on Friday, the 19th 
July, 1991. 


