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[Shri Mentay Padmanabhamj
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 tho policy-makers of the
new Government rre thinking about
the federal structure of the Consti-
tution.

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

SHRI MENTAY PADMANA-
BHAM: Tomorrow I will continue.
Therc are som-> more points, end I
have some more time.

THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA): Okay. Now the
Finance Minister will make a state-
ment regarding gold transactions.
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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
Thave got the Hindi version of the copy
also.

[RAJYA SABHA]

by Minister 348

Statement by Minister—Gold Transac-
tions

THE MINISTER OF TFINANCE
(SHRI MANMOHAN SINGH): Mr.
Vice-Chairman, Sir, we are facod with
balanece of payments crisis <! an un-
precedented nature, Our forcign ex-
change rescerves have, despit. signi-
ficant borrowings frecm the MF 1in
July 1990 and January 1991 fallen to
a very low level. Due to the veaken-

ing of international confidenc: in the
rupec, international com.mercial
banks have become extremels reluc-

tant to lend us money. For th. same
reason, inflew of remittanc = from
non-resident Indians into  foreign
currency and  rupee dencminated
general accounts with banks in India
has ceased t» be a positive figure and
in the last month there were signs of
a large net outflow on this account.
All cver the world, expecctations
about the future value of thc rupec
were highly unfavourable ang this
was encouraging India exXporiers 1o
delay the remission of export proceeds
to India and also encouraging :ilegal
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 c<xchange
rate adjustment  together with the
trade policy reform measures we have
taken our balance of payments will
significantly improve and there 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 pill to
an unprecedented degree to save
foreign exchange for import «? 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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conmmiiments and not to default on
rayment of debt.

We are, iherefore, 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-
me reial banks or by way of increased
fow of remittances from non-resident
Indians.

It was in ihis background that the
DrovIOUS Government led by Shri
Chandra Shekhar took this decision
to sell abroad 20 tonnes of gold out
of Govornment stocks with an option
to repurchase jt at the end of «ix
ronthe. The actual export of this
gold tock 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 ecent 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 aw-=re
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. Tn exercise of its powers,
the Reserve Bank of Tndia sent abroad
48 metric tonnes of @nld on 4th July,
1991 +n he kent in safe custodv with
the Bank of England. On 7th July, a
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further quantity of 20.01 tonnes was
sent. On 11th July, a further quantity
ot 10.01 tonnes was sent. QOn 18th
July, a further quantity of 12.09
tonnes was sent. Thus in g1, the
Reserve Bank of India has sent gbooad
for safc custody with the Bank of
England a total quanlify «f 46.91
tonnes.

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

With the transfer abroad gf the
final instalmeni 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 {o 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 pcriod 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.
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 Governmeni abroad to meet
balance of payments erisis; and the
Finance Minister explained the posi-
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[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 v'e are all political animals. We
are not experts here. Some of us may
be exrerts but we are mostly politi-
cians. [ shall be failing in my duty
if I do not draw thc attention of the
Finance Minister to the feelings, the
hurt f:elings, of the people of this
country. As I said on that day, the
ethos and culture of this country are
really so 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 urprised. You talk of security
and all those things. I can understand,
But your entire operation seems like
a  cloak-and-dagger  performance,
What it this? On that day, when you
replied you could have said that you
were sending another 10 tonnes.
(Interruptions) .

SHET MANMOHAN SINGH: Sir, 1

would like to say this. (Interrup-
tions).
SHRI 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 hij>cked, that plane
could be drowned in the sea. TIf I did
all these things in the glarc of pub-
licity, I could have ecndangered the
lives of several pas;iengess 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 livés of all those people who
might be travelling by such a plane.
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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.
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THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA): Mr. Ram

Awadhesh Singh, please take your
seat. When your turn comes JYou
have your say.
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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 feeclings 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 vpeople in

the countrv. . I also suggested to him
that day that there might be a dispuie

*No;: fecofded.
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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. 1 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 vou are
talking of tightening up of the belf,
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 peorle. What was “Jai Jawan.
‘Jai Kisat”? The appeal was made bv
. the the': Primt Minister, Shri Lal
Bahadu* Shastri, to the people. You
- will be failing in your duty if you
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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.
V/e 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 io 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 frequest the
Members to be brief as much as
they can. Instead of making a
sneech, 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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SHR] 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.
Parlicularly in Indian tradition sel-
ling of gold is 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, 1980 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 of 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 signifieant im-
provement in our balance of payments
position? What is the balance
of payments position today? The
newspaperg are guessing all sorts
of things ‘out the Government
is never coming out to the
Parliament with the exact balance of
payments position. It is being kept
gecret. How are we to believe that
our balance of payments position
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will improve with this borrowing?
The Government is responsible to
the country. At least we have also a
responsibiljty 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
it 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 golg 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
termg 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 positio, is.

THE LEADER OF THE OPPOSI-

TION (SHRr 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 gituation 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. T may quote only one instance.
The Finance Ministry has been tak-
ing considerable amount of money
from the Qil 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 ingtance I say ig that the
Finance Minigtry 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 oi] 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 permijtted thig
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 adenyuate, Now, Sir, we are at the
threshinld of a debt trap. Let us agree
on thet. We may not be in the trap
itself, but we are on the threshold,
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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 1is strong, viable, credible.
They think that the fiscal manage-
ment'is woefully bad in India. There-
fore, this run. The outflow may be
more, T 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 crisls, Maybe, the NRIs can be
invited to invest gold or bring gold
here, purchase and take Indian
rupees. Maybe, they may be invited
“1p . participate in new enterprises --
not in the old enterprises: in new
enterprises -- so that the econhomic
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 ig 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 economy. Therefore, I would like
the Minister to come ou¢ with a
statement as to how he will be able
to arrest the cheap money policy that
is being pursuaded for years and
yvears. 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 af all. T would
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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 economniy.
Though I don’t criticise him on this
account, I only gay that it is a very
dangerous signal that we have given
to the world.

SHR] 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 deposiic
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 rTupee
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. 1 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
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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,
m 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 thc
Government must look into it, Third-
ly, T 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? 1 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, sinte 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 whaich they have
with them, they bring videos, TV
and such other durable items But,
instead, if we allow them to bring
goid it will be better, For example,
supposing I have got 10,000 pounds
in England and if the country all-
ows me to carry gold, thenI can bring
5000 pounds in gold and another
5,000 pounds in foreign exchange. TheR
it the foreign exchange is immedia-
tely converted into rupees, you can
aave foreign exchange for meeting
your requirements. The present posi-
tion is that 50 per cent of the foreign
c¢xchange is converted into rupees
and the remaining 50 per cent he is
allowed to keep so that he can meet
his travelling and medical expenses.
I think here also you have to change
vour 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
caa 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 @ 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 van-
ous countries, Lakhs of them ' are
there in the Gulf countries," in Am-
erica and in certain other countries
But I do nott 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 sizeably 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-
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ourable Finance Minister. What is
the total quantum of the foreign ex-
change reserves as on date? What
are our obligations up to the 3lst
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 ot
this sentence, It says that the Res-
erve Bank of India can ° borrow
for a period- of one month at
a lime a total sum of about doHar
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 méaning 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 -geing 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
beé¢n fixed by 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, T will be
grateful. Thank you, Sir.

THE VICE-CHAIRMAN (DR. NA-

GEN SAIKIA): Now, Mr. Ratnakar
Pandey. Kindly ask clarifications
only.

o T ATHT NWET : wm"m Y-

quTener Y, weE faa Adr S
¥ T gFT 9T T Faeq fear 9w
qtaﬁ%ﬁﬁmmm

FT4 Wl ST & qreaT FEAT O For WY -
SAAT MT T TE WY F wY A QA
myn A 78 § 9 gw s & aw
W I v e 9v FEER
Ay § & §8 AW TIEa w1 &iaﬁ?
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T qfemfadr @Y & 1 zafad
dadfa 14 wat St FEEAQH qgT e
¥ I7 I 5 @ AR A T A4F
THEA fafdl m@dde f ad
2 | FE AUAT T@rgrat ¥ @, Atwa
ERYEAr 7 Y, 9% ¥ 9Ay  qreAr
FEAT |

or X WY 9T |G GHE AT
Ia% gaw A ¥ I HFFAT =0EAN
ot gAk fade g« & ar oY g
T ARTNT AT IR §92 §, Igi
g€ m@r JId@ FE W AR
AT AR FIT A AT A FNFHTL
FW® & fau qqre a@ & 1 S A

fipar IaFT 91T W I, 7§
Q aHar § | d:do fag | WA
I arfaF TeaEfeal 15 w A F A
..., (swert) | TSfiE AT &
FIER BeT ¥ ge Q) TaEHed 49T |

7.00 P.M.

IqY TF FAT FOT WE &
TEIGES F 1T &1 ATAAT 97 i
Fz fFeq @ FTATHAT AT, AGIT X
AT F | SfRT G T S EET
fdm ¥ d9r & A FgA FT AT T8
g fr o@ TS WEr 7 TW F@EIT
F. .. (mquW) .. .TEE &R A
gar o ot .. (Seea) .. .98
F@T & FAar I A A4, I9 a6
aw Y nd-omFeAr i Ay ?

*ft igFAR TH AN WERE TS
ATE ATST |

T, TEAIHT FT0TY : ST AT FHAT F
T2 ¥, § awwar g fF S99 09% aa
Wiz aF § diaq @ar  9rien |
fawet gl 7 T T, AT T 9%
72l g9 gV al 9§ Sgel ¥ fawrs
i R B3 s #Y a3% & sy
AN & Ehr F WY qgT ARG H AT |
# wrwT ey ST ¥ Waee Fear R
M Wz w1gas fafawT @gw & frar
29 St wede 9T SOdl MO
A/ | AT F e A qTAT A g9

o foreell atETdl A JwRw ¥ ST o1,
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R HYage @M wwAr ¢ (ST
SRW) @ TA AET AT AV IS TSI
ag g7 Taar faaryas § fr o gad
% ¥ T aY SArEr IgaE ;I

2. WA ey ¢ & §ar APy

¥ ST g g R st et e
IqIARET FTIE ST THT  FA
F1 GIFTT 4T AY 9 GRy AW F1 Afew
feafa mpr o, fadelr war w1 frar
FIAT 97 AT HR > 979 Fi1F arfgea
Txgrmar g 6 ..., (@age). ..
THE VICE-CHAIRMAN (DR.

NAGEN SAIKIA): Please take your
seat, \

s g wadw fag © AT A&
FTIAT AT qHC WT 9T Y fog &
ag difsry, ¥ T ?

BT, TRAMHT Q8T : & JAAT STgar
§fF ST i S99 Gwr e A
a9 3w g faRe g7 &1 fpawT e i,
sfq =xfeq AT w7 favgara wamg fag
q AR BT § aw gfa sufe faRen
qat w7 fpamT Sort 9T HIT S FRmET
ST ¥ SR B o foraar faae @
FTOHAT AT ... (g™ ). ..

THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA): Pandeji, please
ask clarifications.

glo veaTHT qrodg: g ¥ 7
q&7T ARAT g, TR Ais-AT Frar
Fara<w g aa g wfsw wEr war
2 f5 waw faq 7 favwd, Qoo &
®/ra gl § WAT, TEAr | qgu A
7 fawrad Ffear, sfar, faa ) fas,
Y AT ®fgar ¥ =Y w30 F f¥ar,
G ¥ faar gmifwg a8 &9
aft agm feafs s @1 &
ok 7E £, ... (zmEEm). . ...
31 8 &Y ZAIQ o F1 o) G9R9-
drgar or 3wt &, S¥wr -
LT AT F I GFHT qA § |
TTTT UT FIT [T goal ¥ Iqd
T w1 AT A= oqear f7ar oL ...
(swma). . . .
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ot o qagw g : STaanTs o,
RUA0 FAT qqAq g, WI¥ A 73
9 gw T 1. (WEEWR)....

3, e qnogq : fred Iy g7
AT AEAG BT 10 W LAY
wrta § fadfas ar 0 9 a1 Fa%
ar frrat vy @ faua feet
geerd ¥ foar g, . . foest aeEw
¥ afusy g&T ¥ =g & f5 aW &
fam =1 $war wrdig frad &5
¥ few o § gagoww Wt A oanm
gl o Vg g 1| wdw frad dw
0% R arsy & AfFm grare
& grw ¥ faqr 3 QT Syv-ugv
gl ®7 gpd 1 Ay ;OfeE gET
gar & ot farw e § Wy gwr
2 3z fadly ad § sfy wrg foewr
qq 930 FUT T guT wals 9gd
355 ®T WA T frar war ¢ o
dar feafy § gard @varv 9v g9y
fagst ot gt A 9@ g & zaar
a5 am gar g fagwy gw FW
¥ o feeelt avare ¥ gfvar & w-
Yfraq Sedegea & araar fear @
BW JERY T F7 R ) oag Wn
3w ¥t qaear § 1 F arvwr agar
fr wigsy & fra® arm Wee fega
FF FT A9 grifad ¥ W@ § oG
foqm @a®w I ¥ |FQF T AW

Ay o g N o) &% § aw
15 gfamg & § @l g & &
fo ok o are § AfFr wow
57 ¢ fa at_tf:@fﬁﬁ?r |:‘rm=$
ST ATEN T TF T8

maﬁmém&ﬁiﬁﬁ%m
™ 9% 1Y A &« farat
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THE  VICE-CHAIRMAN (DB,
NAGEN SAIKIA): Now keep it with
you. It is not allowed.

DR, (. VIJAYA, MOHAN REDDY:
Sir, thig is not the forum.

THE  VICE-CHAIRMAN (DR.

NAGEN SAIKIA): It is not allowed.
It will not go on record. (Interrup-

tions) It is not recorded,

T, AL QAT WA A A
qgn ¥ wregw ¥ § i FIA7T AGA
g6 3w A od wwar & IR
F7q ¥ fru wiq 97 O F1 T A
& faife oy feay 3w @ -
adtya @@ g & 1 Ty T A
aifas gfee § wva ¥ & @
97 &1 faar ar Ffsa g9 frefoam
9T wrTg wiigs gie ¥ & ag fam
&Y ot qqe ot I fogw a@E
94t Aife® qater gifga WY @@ ?
g W1 ¥ da) agies ¥ Sraar aEar
g fr gart aw & foaar @ HHEW
2 oiv feaar @Ar @ET & fawad
FI @E@EAT § WP |ET A
o frad &% F Tig vgaT § |

SHRI SANTOSH BAGRODIA
(Rajasthan): Sir, I thank you for
giving me this opportunity. I would
like to first compliment our Finance
Minister for brimging out a very
comprehensive and accurate state-
ment though belated, Sir, why I say
belated is because there is a kind of
doubt in the minds of the people.
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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 morhing it has been published
in the heWspaper and- it says;

. “The RBI in yet, another clan-
destine operation on Wednes-
day night exported the third
consighment ~of approximately
12 tonnes of gold.- :

The hush-hush oiaeration was
confirmegq by  highly-placed
REI 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
takepn into confidence in a proper
way this kind of situation would not
have been created. When this kind
of attitude is adopteg and wrong
message is given {o the countrymen
it becomes very difficult to recover.
Whatever kinds of statements you
make; if you ean 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 internationa] confi-
dence in the rupee, international
commercial banks have become ex-
tremely reluctant to lend us money”
With a businessman’s backgroung I
say it is the confidence which is more
imporamnt. It ig your eredibility 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 t, weakening of
the economy in a few days? I want
a specific reply from you, Mr. Fin-

[RAJYA SABHA]
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ance Minister as to why the wrong
impression,. wrong., image wrong
message is seng to the worlq for poli-
tical econsiderations 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. 1 also feel, Sir, you are making
efforts to maintain credibility of the
country. by sending gold outside the
country, Ii is not being sold. I under-
stand, it is being -pledged, As
from business acumen, [ feel it may
not be too bad. For temporarily, if
we have to take action like this to
maintain our credibility it shoulg be
maintained, But we would liké to
“now rour plans. How do you bring
back economy into shape so that, we
not only get back this golg but we
get more gold along with that? This
is what we want to know. It is not
vory ‘important whether 45 fonnes of
gold has gone out of the country.
Some foreign countries had said that
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 fonnes of gold is not important.
But I am only worried about our con-
fidence about the confidence of the
country ard if that is lost then it will
be impossible to 'revive even on =@
long term basis. Sie, it appears that
whatever you have done with gold is
l1seq on the décisiop takén by the
previcus Government. T am nét qués-
tioning that because a commitnrent
has been made and you have carried
it aut, 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 conﬂdential,
1 would like tp know about it. How
much more you plan {o send abroad?
If you have no such plan, I would
like to know categorically about it.
You have gaid that ng further gold
from the Reserve Bank of India will
be sent abroad. I would like to know
for how much time and on what
basis you have made this categorical
statement.

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

In August 1988, the Congress Gav-
ernment leq 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 tg 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 1 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
fee]l one.of the ways of maintaining
foreign exchange account will be to
liberalise the system. And 1 would
like to know if you have any -plans
about it.

st it <o evg (fagre) ¢ ¥
Mo TEATTY Qo7 SF FT qurs W7
yarg 2ar § fF 9= oF wwar
fegwa & oiT oWt & aga & faw

[18 JULY
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q&t St § g0y YA wEgw 5
Eq qYg § 4§ @WT mrAdtn qaen)
¥ aftq T T IET A7 H F o
gl TF wug faw W& S &)
wdafdg ®var g....(swaam)
THE VICE-CHAIRMAN  (DR.

NAGEN SAIKIA): This is not allow-

ed in the House. This is not proper

ang it will not go on record.

ot Tl <o arg : SeaHTEAs oY,
38 ¥ ¢ qur 2w &, wEr Fa@T
grar. g fr 3@ ov 1% &g Fen
I 9gA FT, FIE TF AGTHT @y T
il 8 g F aAm T @R
&7 §——59 AW §F odr WY - geaA
g—a@w) oy § aiv faq @ar ot
F1 Wt ARA gov fr Q&Y. gead
&9 gt qw ¥ @ 7@ &7 @y
AT geamdl & WY 93 oA 7T f
g AT S € )

foa w&t & & &t faaty Y
TEET  THIT OWAT WIT  46.9
WfF e @) F fredy v@ faar
¥ fea wElr oY ¥ qwara @
¥ wqa gve w1 W) fas fear & o
e faw yovfr § fafrma aeg o
gargIax 74 &1 faug fear,” gawr
W ey qFred ¥ fax frar g

& fau W& WY frgew wor

agm & mfgs ameqr 9 (ers-
dwe AYwHT) *T I I g
g ! wigAw fufaee =1 @y
Tifaes s A9 grar %
TeF q@ga o afzar ot ¥ ar
f& Targ g FOT & sy QA
gt 77 § Hival ¥ wg ' gie tqe
T HE ®I® X gAr afge
St g7 58 AT TUT F -FAT
gq M §law TEAEY ¥ ey §
T R A A G Y, WA qw A
i@ a7 ¥ 9 ¥ faw wd g
FAT JrsAT g ! \

warAtaYT gEEET AWM O§ ag
T § AR wrw ¥ A anaw,
E AT A FoaAr fawrw 7
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[#ft e} <o @G

A O e & fFoag e
fﬂum agT & wedr-sieEr i? faar

a1 § | QWA M7 CAAYIE FY
crrfr-rcﬁ faer g wfuxs W@F-g9d,
g favt vgar, T@ 97 g5 fa¥v
1€ far s V& wmmar g f5 owv
faa #at gg 9v "wWiTar § faarv
!ﬂ?%r @ wrgg Frs TrEqr fAawaar o
A8 q0 At € B 9 w3 awva
7e av frdt g7 ¥ FERT FY wIET
21 q T @ 39 T & W7 g
SRT T 92 ST 7 g8 AT A
gqT @ 1 muv QY offeafa § 2y
oY AT g @ 9% i A g, vfws
FO qua ¥ e Qar afrfeafy 1
qm & gmy 3 @id & 1 oAV
spafeaq aQ% § TOW sagedr &7
A @ FER w@, FEFr afvorg

=ef f7Fa gFar a1 |

g daw N & faw o ot §
sARaT REN R FAr g gex TRy
. W\, Q1. W oqAeR’ w7 gar-
gm Fv F afafafd grgerye
Y % ZHTT, AT 0T H7T, S
usH. ﬁ e @aﬁ BT F1 a7
FY ¥ @A H’@' Fa9 o7 2@ OT
faare fhar ? w9 syavyr oV SUET
Far wfaws g9 IO a1 /g T8,
gg W @ IJ FT FATRIG ¢
ag &, WIT T W a9 A 5T
FW & war G odesi < g7
i 17 §Y o&T 8T & sed g
9T W@ w BT e @ uE
e WY Seq g1 &%, Qar Fr &

faare garag & ¢

T7 ¥ g BT G Il

OB L (G

THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA): Ty save time,Ire-
quest the Members not to repedt the
same questions already put by other
Members.

[ RAJ¥A SABHA ]
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SHRI KAPIL VERMA (Uttar Pra-
desh): Sir, I admit that the Finance
Minister is facing a very difficult
problem and, therefore, he has lo
take drastic remedxes 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 saveg from
going in a wrong direction. He made
a similar announcement in the House
too, two days back. But, 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? 1 dp agree that the
decision had to be secret. But some
kind of a hint should have been given
to the people go 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 of 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. Individuals might have
changed, But the basic apparatus ig
the same, Why were steps not taken
to avert such a disastrous situation?

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

Then, 1 would like to know—
somg questions have been asked and
I would not like to repeat them—
what is the position in regard to the
gold reserve the country has? Have
we reached the fifteen per cemt level,
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upto which the Reserve Bank has
the right to part with about
which the  Finance Minister
said the other day? In thig connec-
tion, 1 would like to point out that
newspapers dealing with economic
matters have reported that even cer-
tain afflueny countrieslike 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 is, the West Bengal
Chief Minister has made certain al-
ternative proposals. He has thrown
up some ideas including about the N.R.
Is help in averting the crisis. Some
colleagues have also mentioned about
the N.RIs. poes the Finance Minis-
ter think that these will not solve the
crisis or, they are pot workable and
if 30, why? I would like him to clari-
fy this point also,

s gIw =Rd (w7 mw)’

qrFagy, & S7 4 g@l FI A

Eadt #&m oY a¥ arfgal & 98 &)
wal oY ¥ 9oy qr7e9 ¥ yarar & f
fepdr wmmigT T R ¥ 5@
frdig faar qr f& wredtn frad &5
TR ¥ qEq frad 95 7oy gefg
eIt ¥ ¥ 15 wfaws awr faRw
d9 qFarT § | g AEr o fawa g
fie 9% 9w fawg #t aawr g
T auay, AfEr SEF J©@ JT AWAr
THRIA gYEIT X oWy T aw ¢
SETS FT HT YEF g 11 qATE
1 VT TGT J1 F AST o F WA
wgwr 5 ¥ ag Faw fraq §5
Fr fawg gqr ar 3§ qvErv & s
genty o+ gafe && &7 7 v
qigeq § g & fF frod 45 oF
QAT G15q g WiT §g  Hedl
wiwqqi FT SINT FT FHFAT & |
fea ag modr wikadd F1 g
7 G 3 § favfr &, @t gvare
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oI FAEd ¥ AEg g g wFdl
g 1 Prad gw.a eargmar ar waar
A1 ¥ §Fc 1 f@Ee  qwaa
a1 %197 fredl  v@r g, g
fea ¥ ag fasgw Sfaa Ag &+
& #adl of § spAwr argac w0
d a3 meAea &0 5wy wigsa §
W7 g frvdt wgE @r STQAT !
goy, fugdl wmdige o a1 gvaT
§ atar firvdt v@r o7 W7 Sq g8
6 w4 ¥ w7 ¥ wfeg ¥ FA
IER wivgran fear or &v sl
qvEre. WA &, SgFr I8 [aEId
77w & f5 frwet #15 W1 GOHR
W @ afF gark 3w Fraq A
I97 HaET &@e 97 @ | AT
Yq WIAIgA F1 HEAAT @A §U
GTET €T q7% ¥ qg TG I AT
f5 oz ot gemiT v 8, SEY W
9% We ¥ mrwErga 331 o7 @A
aifeg ¥Y ¥ fae, S A@EA B
g7t fFar Qg «

2@, §% A% AT § oag €
fredt var AT & 1 o A A
#t }E §% q, faay z@ T d
qratare fear g awr frvdt @A %
fou, 9% Fo 1% amrT § A @Y
§5 § ¢ afe g, 91 ag I ¥

§ q A7 afz 73, @ 7 A q
qrata1T @t agt Pear mar 7 awg
g SAEr I-gT TR Tgar | 9
sqTorEe foadr ag @ 15§ 2 W@
§ Hey ot § wrwar FAEA |

fig7, wad ag T w2 s
AN NIT AE TEskEie & fag
78 wv frar o &, dfeq g aniw
e Adf 8, TF wiEdr IR § )
TG §uIAIT g4f § qg W 99 91,
F Wl ot ¥ @ AT T @Eww
wigm, fs gw @ 1 vl vEw
¥ vgd Wil a5 F1, aigt 1 faway
;‘;& T zt‘rfé;rr a’ﬁT% :g& |Eﬁ4;rr ag

g ? afe 3g &g HT A
A fired @t agl vo wE?
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. "R, @ & awa afe gmw-
SO 7@ o1 gUET S4RM wea faad
M7 g § g wig §, SAsr o
vgaT Ay faeet, SaRY Qo &
787 faad, @ a7 &% gar wna-
17 & WIHT wal ¥ qgd ¢ qrarde
TH UH, AT w/E §5 ¥ a7 foaar
g, SO wal ¥ warfes swr w®
A7 €T §9 @ ¥ ¢ ag WY T
T A qrw g ) 99 R geET
swifta foar st v & fr faod
AT A7 AT GYHT FT 48 W
@7 @A F1 A oy, S arde
TF T AW At W & W Ag
fesm & @ moar faog ar 1 Far
I GTRT &1 ag G} YT WA w7y
fast & ¢ afe @ v @y w1 fa
g o Sy wd o € ¢ owiv, sar
8% waf ¥ ag o wifew § f5 gamr
amr vt w@r s s

qregY, gHIY gl W fader
qdeF qiy § a0 &) g agr Wi
Ur W7 HF §, a8 WA QAT
AET T qFY & 1 JaR W W
g5x § 1 qdt w1 Atfa qa e
mAmT § @y fam wqd St @3
g ®|aT ¥ @Fy § 1 @y gAr
AW § 9 @ FY A 8 W g,
9qq gw aw faee gxa € 4 T40
" ot 5@ @it § fqurv @@ ¢
§ 9aF qg o7 straar agar o

Qg gHIT Jgf ¢ FT 9.
A 7 AW qIT AT | IgAT ATw
gar ur 18 fedwv, 1949 1, gad
7 AT 5 A, 1966 T W7
e T o gat &  war ot ¥
ag wtwum &t g fF w9 sEaEA
agt gmr + dfww, O Q¥ et
@Y ¥ g HIT §IQ I HIATRA
0 AG OO 1 T® HAAA F A
B ¥ gy ¥ fau ¥ ag el
g 5 zg v g freEr 7 v
T ¢ 59 999 § o7 9@ S 9«

[18 JULY
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TIAT TISETO & ) Q@ AT HWE
g

DR. YELAMANCHILI SIVAJI
(Andhra Pradesh): Sir, I hope the
hon. Finance Minister is aware of
the Sanskrit sloka: “Ffqr 74% faq

geT® | gv T 7
which means, whether it is lady,ot
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
growerg 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 wag 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 doubtfu] 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 alloweq 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 signalg that India is not
sound and so the process will conti-
nue. Insteag 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,
yvou 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 to safeguard the gold.

SHRI 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 ang no longer would gold be
allowed to be transferred to other
countries, How can Dr. Manmohan
Singh ensure that they would resist
the temptation once the Government,
like a maneater, found it jollv well
easy tq 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 1 don’t think it is so easy
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for them to resist the temptation. So,
inspite of the repeated assurances
from the Treasury Benches or the
Minister, 1 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 ang 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
abouy 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
figures. Between 1980 asd 1985 the
rupee was devalued by one-third at
least.

THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA). There is no nced
of quoting figures. You seek onl-
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 ng 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 are im-
porting more thapn 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 monev, 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 angd 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 tg the Govern-
ment as well as to the society.

Another thing 1 would like to know
from the Minister. Al]l 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 C.C.S. 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, 1 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 {5 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
miaterials are concerned when they
are exported.

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

SHR] DINESHBHAI TRIVEDI
(Gujarat): Mr. Vice-Chairman, Sir,
after seeing the generosity of two
hon. Members in the House, 1 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
king 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
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“safe custody.” But I use the word
“mortgage.”

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

SHR1 DINESHBHAI TRIVEDI:
Okay, it ig 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, 1 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 ouyry 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 T 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. T don’t know
whether we have the infrastructure
for the exports or not. Just to give
you one smal] 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 net- 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 you ‘have
taken or you propose to-take, fail—I
hope -they do not .and I pray they
do not, but supposing they fajl --
do we have any contingency plan
or again we will have fo refer to
" some 'kind of gold or silver or God

- knows what type of ‘pledging? 1 am.

very much worried on that. T hope
that the Finance Minister gives us
and the country a full assurance
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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 some estimates
about all these failures, There are
estimates which vary so much from
Rs. 1,200 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 be:-
ween Rs, 20,000 and Rs. 30,000 crores.
Why cannot we get back this money?
Who is responsible for all this? 1Is
the poor man of this country who is
suffering, responsible for the stashing
away of Indian money in  foreign
banks?

i
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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 I  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. 1
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. Wx 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
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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 done a good job. May 1
know from the Minister what they

are 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. 1
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): Please confine to the
statement only,
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THE VICE-CHAIRMAN (DR. NA-

GEN SAIKIA): Please confing to
the statement only.
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qa B L 4. AHT F -6 R
dfq ¥ @ «gw | osaF 99
ATy AT q‘rv:en ST xﬁr Amo
Woo A & A g WE dE R
B # gmmar § fa ara & qaav
ar fadi 3§ AT 4 AR ¥a gW
g & g afsa & sadr faotr e
#§ 4 995 ATg &7 dq7 1500 T
g1 artgs dwe ¥ fagrw ¥ fag
YT A7FT HT SHE HTATZ |

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.

WFITT, AV F97 BT F 9T
F ograrst ¥ arz g9 AWM wHr3
AT 3 @ B ¥ 93 frare
W7 Azl 97 omfrg § f& am
M w7iTga N A R qar geETAY
v a1 maT Ty A& qxer g
W A wgq § ! 1971 % Frarm
# aers ¥ qma F st ¥ oo
gy 2 e & a7 e 1977
3 1979 ¥ &7Ta Iaar ofox
FR 700 W7 X W@ Y ¥ ¥ 4
ara & ARt ¥ oa@ g &Y
oy %a-?r FT fami» fanr 6 mra A
safy & aq afed #1 ag fai
a"rq=6qerqmrtra'r3 gqtr
frg @t & 93 =AY A T AW
f& qa: @v=wY w1 fas™ ey qar g
fea wia B Fa¥ FT Fidz @ |
@t 6 ar3 ¥ ufg § amq
goex Tt a1 g7 fafiag & %,
ur AfF & H P § 5 Ffea ¥
t.taﬁg;mf%ﬂ#é}sﬁwﬁ
a-rﬁs F@ FY Y7 IAATT &' 78 qal
af fr fraar %= omk gevEe 9q
gte w774 & 27 3 frmswr

frq 5 aAwT Y § g qEest
3 fgg T TFT IT 0T 1T AT
AT eI T ‘g,"rrr 4% q;f:}”l TITve
# 17 M T 1T eI oA
a AT Am | fi‘egﬁv T4 'yi'fqﬁ
ag g § i fageam ok fegeardt
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mfauiumz"afﬁmaﬁﬂ—rwa”f
wz‘reurraﬁﬁqfrsqa'tgﬁ%m
g fo wvqatfaal &1 a@am § samr
gaEAT @WE J1 BT B, GEwEEaT
28 T ) M F oS
fany swar @ a8 wgga & Fraws
gy foafg sf 7 & o7 wrvg &7
B ics %ﬁ%ﬁw sgrer  faewt
Emaaaww og | mm T
@WEFEW a § fF weg ¥ g
frar fas & fou fadm oo &)

\zrgnrm?r:raJngtfanﬁ

¥ g 7 7 a9 gy & wrvg
F ferfgs =9 S5 & 1 g
¥ a7 97 8 Aeg AT @1 gann
¥y2 YT Y IEIET TIMHE X o7
foar @93 F7 #T IO oy FT
qg AT |

s on wagw Fag : I7Iv9TSTE
agrea, § faessr ddv § gq sqry
af'sr‘tufatrqﬁa%'@?aws
mrmmélvﬁﬁqaaarp
g1 are dfsq § waar arag 3
o ¢ fs AT o Afye
QT fr @ @1 grA S9r # gawr
g faReit 3 ama A aw ) ww
fra wo o & 33 oF'T A A
A% g1 87 @ | AT AT FTAAT 48
« & & oA ¥ fear @ar 29
ag? fodt v§ ¢ Ead a4 amg
afss 0@ arer  ofdfeafmr R
gat S GaT X g fF emy qw A
ge argv . e o, fagar fre

T § IA 2a AN Ay
w:rrm S 7 3a f&T #rgere
I AP AR agA ams g o
afet fam a7 & 1739 ¢ ey
¥ e R, gTn gndy woie
¥ R A g% A9 TEr agifw
T @y o7 faier § st w9
geqt 9z amenfeg afi &
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Qfﬂ‘ma‘iu qIeq ¢ AGH QO
39y &)

oft T wadw fag: wEr 8
g W | AL EFF @ G T

THE VICE-CHAIRMAN (DR, NA-
GEN SAIKIA): You cannot make a
speech. You will confine to the clari-
fications.

st T sedw fag: = A
g1 F o wfast & aw esma
FHY t‘—*rg Fle QvEr F AR T
R Ux  FEF & SEEAE0
AR ma-ﬁ TR
uF fave & & aqml g 6«01 & 4

THE VICE-CHAIRMAN (DR. NA-
GEN SAIKIA): You need not explain
those things. You only put your qu-
estions to the Minister,

st 7w mxdw fag: 5 awrs
g ey ar%q St gt § #gd o
WIE S afwEt 99 @I F SaF
fg aga sugsq 21 Q1 foama g
AT T AT ST A A

fagm )
. Jrami s afedy 7w, . (Saxam)

THE VICE-CHAIRMAN (DR. NA-
GEN SAIKIA): You will get enough
time to speak when the Budget is

placed. You ask for clarifications

now.

Tw madw fag: T §ar
J|T | TF AT I A OFET
qTed, gHRI ARgenr @R
9T\ gar g‘r;;er%aﬁq?a?'?r
F2T 19X J@4 Far F A,
faars &1 qmaa amEm w5
ext grg ¥ a0

=it
T
g

3*%

R J AP @w @1 A
fre Saa @dt farg w0 A
g gar f5 I awgen W faw
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7€ WM g A faw 9 A%
fiwa Tt & @od 9, feard
FT ATET FUET 9T, 3TH FIETT
¢ 71 R SAY  AwgeY Wt
gagr |

ST ATTT ¢ TORTT AT qF AT
a5t = AFGFRT AT TR W |
FA. FET Fraaa‘m goR %r EE
aﬁrﬁtﬁa-—rﬁﬁ ) sr:?sra FT T

WG dgig @Y oo § o

73 § wEd 99 @ ¥ ) ATAge,
69 fafawa =@ f'%fr‘r ot @
TaRT @ FUT-FAQ AT fo
¥ g Bg AT FUT TeAT &,
AT 5 srfa‘sra':iewf frerar g1 a7

Ay gewt EEw g e,
qra AT FAUg § AT smrEr v

sﬁna waw fgg: wewr, &
THT {F § | AIG & FIESHTI8
gfwa ¥a7 g8 9% SM@ 20

& 98 W4T JEAT §, WA,
o oy aFr =9 &, smr fawy
@ & foad ¢ fao &, 39 & @
gRTT 90 quT ¥ 1 aifuw gr
qrTT; 7

§ 9g wgm wgar § 5 @
d w oF Arw faar &% Tl
3G9 ¥, 9T T FEILATAN BT )
faq #aY S 7 3@ & AR TF geq
N TAUE FW A wferwr #77 g fw
ahmﬁr%mﬁawaww
UF W BT qe@m 8, #A
b wedr t—gr & fedemm,
H'T-Tr 1 AT, FAtEERiEE | Tee
&t a1, fot fegauam fear &<
e @Ay frelt <@ | 98 @ wew
ow gty feg

AT AT FT HIg TF 9 fqaqm6T
T W, T TF WA Ad-sqaen
F IR T JEre T gei
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g faRelt ofedl & A § amw
var g % v fedequwa, fya @m
H A% TAoU%He ¥ Fl@mET 8, IE
Flagde QU FAT I 7@ )

AT fedequmm & g a fomr
fF @A div R sl 2
femr, “f&w ¥ uF @y TBAT FTEqT
g fw s fedequaa a, JRT TATS
ST ¥ wEr 5 oawed & i CEIE
a% w0 &1 s ey federuu
43 wfgwa g war, ar Sy §EE
gamr  ®i s & fRw gAr  gedr
a1, SuY 43 lqwa SYrar AT 94T |
ar F|r 43 sfowd SyET  SoER
gaar g0 af-wEeaT ¥ 3 7

&5 w1 dqifge & gawr @ @A
faar gar F7€T AT TEA 4T 4t
@Y & M, 41 A &t sl ¥
fog gamr FOa-50g 7 @i e
qT YT ST Fqgr JAT TEAT | 4T ZHHY &Y
qar qgr O fyar Twe & fag-
(cazar)

ag TIX qTr AATT F4T FT GFAT
g ﬂ'ugmm*rga‘rg%w
faor w4t st @R A AT dm A
Jar &Y Faraw {5 S @ aga
mefes &7 & wgr @ 5 gw @hr
Fifte gea AT 9X 5 A, a0 9%
frer w93 Fgr ?

57 oF wE™ FT g wEr T8
g ™ 400 fafags <t e fawr
[reag s agay fgam o)
fea amT 9T, ¥y 3w F qEAg
FL W § safs gARr SeAEq &rAar
T 2, Tweswl af g fr 3
foqar a9t zasr @@ g e
AT FY | FT gW AT T 43 Brear
g TR 9% 1O q9 gH 99
T 97 Wi fag @ 9% iaeg-
THT GAT AT 1 43 WA wg E
qTAG, 48 A g § 29z #8 @
g f5 F9w JET 9@ 9§ IO
fadi g 1§ wg FgAr =ngar g
F ot @Ar freft T Ty g g
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=1 7oy 2 | #g frelr @ g arsh
& fau wgr T™r &\ w®fF 4g AR
FEIGT FIEIT F q9T ar €% &Y
%r‘re o #3r fr g *fee e mee

3 Tw a9 | w3 oaw ¥ A
ﬁsrarr frar f& arar A foqr, @@
59 fagr | 3% @rs F1 F=mw *fag
sz ag 7R e ragawadi v & fﬂ?a‘t

T v% § WX 8w ans & AT
W-r £Y 998 & ¥4 ¢ BEF 909
oI 9 FT oewar sl 2 7
S qF UARURE T 9@T aF a®
gua AE 93T U RIGFET |AT
TR AN A #ig =fgw fw
g7 A% W} & | ST gAS 3 gar
g1 gaw wEE L. (wqww)  #
g aﬁ%"ﬂ T8l fi st AT gAY
faa qarr St &1 wHEEA! =R,
7 ogee e w1 femiw wT ¥ 0
?u a8 AT S Fg W & TN
SUEAT BT 1 %EE §umy % fug
gro Afgar 7 & foram & “THMN-
fagw amgeT ArRDT SOEr W |
9T AT WY AIAT TS JATEY a9
A 1@ wan Fogm aﬁgi%t
Ars a1 98 gffar # Jev & fag
ag W AEORATE qew & | I
987 qq™N zrt‘rﬁw:r AaE
FFIAE, T -7 FM W E W,
ﬂawgmrﬁﬁ%wﬁrﬂm
W Fag gATEAT FT O (HAE)
a‘r A fra %‘r‘wa F & mm fr
g v wer § 7

=it ATW FAE © WG JT W@ FT
Tr=mT T @ § 1 A9 J AT AW

FLW@RE 7

st uR waaw fag : T ar
T 5T @ g 1 ogwdr faafa qET
gl &) EiwT aT §1g Fgd f‘?
g9 Q nd sygear oW TR 2
gaq arm a9 faai, amrag'farqmn
Gt wgar & v osr faw #@er S
St A AT o W E R A A
el W@, gAR FATAT (F T
€A qar g o TFUYIE GATU
3 AT T AqAT gAJT 9T WQAEr
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WP oAg AR ¥ FF F W
ST §T AFY FT FIA FXT, &<
WA, T A TER AT AT FA
qT  IHgA, T 7% Oa A gimma
g %9 A F ar st afqu, e
ql &Y @ IHwr wrgm ag §
WA TEAT § ? fEFAT AMST
‘I‘w’ﬂﬂ? sgar, fsa Sftw 7 =W
W@AT 5 Ama) g8 G50 ¥ 4
TTAT 997 31 °raT framr fx adas
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STHAT Agar g 7

Nt s fasgr  (fagre)
SUANTERd WElRW, aga-aga qiwAr
A #T F AT A0 gwra § swao
T FAT I9T @ QAT AFA
faq watst ¥ & araraer guw
™ FEN 5 ax q gawr aa
g7 & FEim 8, s dw
ger-refeme 21 oo v 6
B 207 IET J) IAH T wFT &
f& swmer A g & g fiw
far o 3o g7 am v 2
AT 34 F H1A ¥ a Y sgand
§ @g7 o A v avwr 3
85 o fear ofv S99 57 =qr
fe gmt @ Y 2 afor feawr &%
d frrat m@r & 1A § e weA
g fr wawim” ¥ ar a7 58 wg
e 3 oar fam A9 ¥ o) F@r oA
T g 7 Sl arg qeq §

gTO aA & ag SraAT 9TEey
g @ w F a4 g€ awwr @Y
a A gFT FTwM TR TENEe
feqt 17 wisfesm wadde &9 2,
o frad % T 3 7 ag & arew
TigAt g 1 frad &5 w1 18 weqm
afgs & fe 2o 3w #v sy Frag
N 3 77 T T gE gven
W @ afasR =gt 4w
sod fawr 3z afgw gt gad
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fau frasy waE3d & 7 a@ #
SIEEUI (ECU A

S9% are fwar gar g “fs =9
NgT AT Fag AT fEar AR
gav 39% gy AgAiT @ad 1 M
frqd 4% Fr ag e & 7A@y
frag 4% ¥ 9F I 4§ FT A
78 frar ? xw e  # fwaw
@ 7 A gd AvwT Frag faw
Frar urfgn a1 f& AT g9 §
ar Ad W gg T FY A®W
it oz ? way o1 3 =gl f5 Fuw
% TR 24T 91, gfFar § g
ara fire w8 o, gafae grara=ar ot
qrg OF - TH- F Ay 220 fafaaa
TrT7 §AT WG I ¥EI F fag
fear &, a8 an 4 Sg @y fafawq
ger? fawr g, aEmd o & fafwea
g fear &, ar fee amw gar
& AW Fr fadw ¥ FEr qam,
i Far AT F4 JF AT FAR

afag gt ? ¥E WIS GIH-ATE

AN FT FE FU

SHRI ASHIS SEN (Wes{ 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 couniry,
it cannot be discussed in isolation
from the other economic factors. So,
I wil] 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 days back the Finance Minister
said that 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 nas been sent to the
Baak of B.aglana, Why should this
matter be shroudeg in mystery and
secrecy? Why are wiey not 11 a posi-
tion to tell facts as facts and to cau
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
know what the things are and what
the position is. Now, gold has been
seat to get one thousand crores of
rupees. Somebodv said that we are
nearer a debt trap. 1 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 sCope or
opportunity to get out of jt. What-
ever verbiage may be there they
say they want to retrieve our econo-
my from its present state of affairs.
But how has this state of affairs
come about? 1 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 economy and politics of
our country over the decades? Such
a state of affairs 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,

T cannot say whether this policy of
unrestricteq 1iberalisation of imvorts
of al' kinds the country needs or not
This policy hags been pursued for the
last 7, 8 or 10 years, if not more.
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Why the gates have been openedq to
foreign investors -and multinationals?
Whether this has caused this position
or not we would like tp have from
the Finance Ministey a specific ans-
wer, If that be so, then what steps
does he p.opose to take 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
public, 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? I 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-
tl'y i.nto.

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. Whatevér
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 Ministey 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 pl'an-
ned” Now, new planning will be
there for further shipment of reserv-
ed golg to the Bank of England or
abroad anvywhere else. That wil' ne-
cessarilv mean ap amendment to that
Aet which permits the Reserve Bank
this limit of 15 per cent, Can you
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[Shri Ashis Sen]

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 market9 What is the credibility
in the international market that you
have got now? Devalueg rupee? To
tranship vpur 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? 1 want an answer to
that because ptherwise the entire re-
serve of the Reserve Bank of India
gold will be drained out of this coun-
try. 1 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 vesteg 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 ang 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 exfernal
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
confildence in the minds of the peo-
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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 ol
this, then there will ny end to it

SHRI ASHIS SEN:...stalled fur-
ther production of oil in our country?
The full capacity utilisation of our
il producing units is being stalied.
They are not being allowed. And that
is why our liability on account of oil
is becoming more and more. 1 wish
1 could have chared 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 fo
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 to 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
come. Is it not s0? 1 would request a
clear statement from the Finance
Minister that the working class of
this country will not pe 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 T 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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SHRI FPRAKASH YASHWANT
AMBEDKAR  (Nominated): Sir, I

would deal with only {wo 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 ke
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
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 ig 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
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
dy not believe it. In 1966, we had
devaluation. And even at that time
it was said that our exports would
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
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 would not ask the hon. Minister for
all the signg. But at least he can point
out one sign as to where the economy
is picking up. With this, Sir, 1 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 submitteq by the
hon, Finance Minister. When in the
morning it was announced that they
are golng to give a statement, we
thought that we will get further in-
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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 Nehry has been converteg into
adulterated economy. That is the
main issue. T 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 tremendouvs 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 g£o
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
NAGEN SATKTA): Please put
questions.

(DR.
the

SHRI S. VIDUTHALATI 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 publie 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
Sharma....

economist, Mr,
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THE VICE-CHAIRMAN (DR.
NAGEN SAIKIA): Is it something
else you want to read? When the
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 Yyour
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 VIRUMERI:
My question is, they did not take the
Opposition leaders into confidence, I
do not know why. It is a national
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 gnld has
been sent. How much of confiscated
gold is still lying with the Govern-
ment and why did thev send Reserve
Bank gold now and not the :confis-
cated gold? That is mv second
question. The third question is, in

v
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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

“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 z}fter
he replies, we shall ask clarifications.

SHRI MANMOHAN SINGH: I
think the standard of debate that I
have wiinessed 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 hive 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 cur country is passing through
unusual difficulties and. T don’t think,
any good purpose will be served by
going over the past history. I think,
it was Karl M-rx who said: “The
philosophers had spent too much time
writing about history. The time has
come to do something to change
history”. So, T think., we have to
use the collective wisdom of this
House at d the collective will of the
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people of this great country—this
ancient civilisation—to get out of this
crisis. 1 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 douht 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 Develobment Association
was created in 1958. If vou look at
the 50's and the 60's. India had been
doing business with the IMF and with
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‘he 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
tave done anything to dishonour this
country then, I think, you are insult-
mg 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
ihis painful f{ransaction. 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
béen 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 couniry through
<his crisis, let me say that that is not
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going to happen. And the moral of
the story is that we must draw cor-
yect conclusions and, I assure You,
this Government is drawing correct
conclusions. We have an approach.
We have a programme. But 1 would
request all hon. Members through
vou, Sir, not to ask me as to how f
I propose to meet these challenges.
»

I am only six days away from the
presentation of the Budget. I should
e 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 1
have been trying to convince publie
opinion in the counfry that we can-
not go on the way we have been
going and that the time has come to
That is why I
am requesting Members...

change our thinking.

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

DR. MANMOBHAN 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 dav, I would

g
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say that as a result of the sieps 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 Gove
ernment which means business, which
will get 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 cof India,
were to tell the rest of the world
that India is a hopeless case, that
Indig is a basket case, I am afraid—I
am a newcomer fo 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. I
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.
1 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.

9.00 P.M,

Without that sort of confidence I can
tell you, it would be difficult in *his
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

[18 JULY 1991 ]

by Minister 414
sacrificed his father. He sarificed his
mother and he sacrificed all 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;

ey

ifg faar av A% w8 o FEA

A wag 4 8,

‘7 g aAfr =} w73 Ag ?vm
faagy =fv madr g G

So, you have my assurance that as
Finance Minister I will perform my
duties with firmness, with delermi-
nation and I am confident that in this
long siruggle that lies ahead of us,
ihe pecple 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 cur
thinking?” Let me be honest with
you, Sir, I do believe that therc has
to be a change in our thinking. After
all, if you believe that you can go on
printing money, if you believe that
vou 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 countiry moving ahead. 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
Shekliar. That transaction fook 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 rern-
ment. The previous Government also
took the decision—the Reserve Bank
broposed 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 alsa  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 sue
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 thoush the
Reserve Bank has  the statulory
authority to act in a particular way.
I am convinced, Sir, that in the
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¢circumstances in  which our couatry
was placed and is placed, there was
10 other option. Imagine, Sir, a Gov-
Jrnment 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 guestions,

I am saying, Sir, imagine, a Gov-
ernment is voted to power it takes
oath of office on the 2Ist of last
month, portfolios are distributed on
the 23rd or 24th of last month, there
is an unprecedented situation, thcre
are rumours all around the world
that the rupee is going to 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 ang 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. 1 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 abnut
what non-residents can do and what
we should do to encourage them. We
will explore all those suggestions. we
will act on those which we consider
viable. But, let me be honest, Sir.
Non-residentg love India. 1 know,
many of them are very patriotic. But
many of them alsp want to make
money. After all, why then is this
crisis of confidence, why is it that,
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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 mativation, I -think, has to
‘be respected, We are not in a morali-
ty play. 1 think somebody referred
to the new world order. And let me
say that I have read a great deal of
whdt Dr. Lohia has written, what
Jayaprakashji has written, 1 had the
privilege alsp of meeting with them
on two or three occasions. I think
they were great leaders. Our country
can be proud of them ag it cap be
proud of Panditji, Indiraji, Rajivii.
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 manbeuvrablhty
‘When there were rival power blocks,
there was the Soviet Union, there
was the NATO force the developing
-countriegs 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 haq become leaders. We want
to work with the countries of the
third world. But what is the reality
today? The reality of the gituation
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, 1 think, is
an easy route, a lazy route, The other
qption is “No, we will accept the ob-
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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 eof the last decade, the hia-
tory of La&tin America_ the history ef
Africa provide you a convmcrng proof
that if you go the default route, then,
it \is not easy to come out of it. In
comrrion ‘parlance it is said that the
‘decade of 1980s has become the .lasgt
decade for mest vountries of Latin
America and mest couniries 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 not go the lazy,
the easy way, that we would meet
all our obligations, that we will do
all those difficult things which are
necessary fo honour the country’s
commitment.

But all these things take time, This
Government js only three weeks old.
A reference was made that, well,
mnstead of selling golg you 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. 1 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 ifs
task seriously. But, even if I had
launched that appeal, in the mean-
while T had a daily crisis. In the last
three weeks T 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, 1 think, was magnanim-
ous enough to offer me rings. I think
I respect that sentiment. But I res-
pectfully submit that whatever that
mobilisatipp of gold may do in the
medium term, it could not have pro-
vided a solution to oun problem in
the three weeks that we have been
through. Therefore, 1 do want to sub-
mit to the House that in the gituation
In which we were placed, there real-
ly was no aption before us
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Hon. Members have raised several
issues, I can take yp one by one and
provide answers to all of them. But,
Sir, I am, as ] 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 s, wishes T can take
one by one all the points that have
been raised.

One particular point was  raised
that what I have done may beright
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 J do not want to tell the peo-
ple of India there is no option. Well,
it has been saig that ] could have
come tg this House and told them.
If T remember correctly 1 did say to
this very House a few days ago that
the Reserve Bank of India has the
power to sénd abroad 15 per cent of
gold. If you look up the records of
this House,k I think you would recall
that 1 did say that. Now, 1 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 {o tell you that
we are in a situation where up tg 15
per cent of golq can go out. What did
I do? It was my intention that when
the transaction was completed (o
come clean and share with you what
has been done. And exactly today 1s
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the day when the transaction has
heen completed. 1 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 wag my intention
that when the transmission was com-
plete I should come before this House
and share wity 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
to pay might have gone up further.
Therefore, it was considered view
that one oy two transactions is not
the right course, but this thing should
be spread. But as 1 said, it was my
intention that as socn as this trans-
action was completed, Ir 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. T don't
plead guilty to that charge. I may
make mistakes, If I make mistakes, I
will come before this House and beg
pardon of this House. But_ Sir, 1 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, 1 will come and
seek your pardon. T will seek pardon
from the people of this country, bHut
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 7 am

©
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a small man drawn into a big chair,
I know my weakness. I am an ordi-
nary man. I am subject to all the
normal temptations of life. I dont
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 7 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.Ithink Ihave already
answered this question I believe
what I have done is economically
wise and politically right. 1 think it
wag Shri Sukoma]l 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 senq 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 T 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 71 think it is simply pheno-
menal. I think that gives me the con-
fidence that India is on the move and
1 am not creating panic. I believe I
have succeeded in creating, with the
blessing of our Prime Minister, a
new mood of self-confidence that
India cannot be taken for granted,
that India is awake. I must tell you
there are lots of peovle outside
India who do not like this thing. Al-
ready they are up to some tricks that
this massive votential of India to be
a super power, to be a great econo-
mie power, that somehow this poten-
tial shoulq never be fully utilised.
Now_ I think this Government has
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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?” 1 can assure you that
whatever we may do, we have not
commitment to the
pursuit of either of self-reliance o
the pursuit of equity. In today’s situa-
tion self-reliance or the e7juity 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 Rajiviji. Well, as Panditji
used to say ang I remember him say-
ing thepn as a child: “We live in a
dymamic world, 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, 1 think that is not the
spirit.” 1 think that characterised
that great  pcrsomality 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 mnecessa~7?” 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 1 had
not done this, if on the third or the
fourth day in office or during the last
two weeks 1 had presided over this
country becoming a defaulter, what
would have been the consequences?
That would be a  compvlete break-
down of the social, ecoomic and
financial systems of this country. And
even if I do not understand politics,
1 do recognise that if you have a
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breakdown of your social and etono-
mic systems, then you canmot have a
political system remaining healthy.
And T would respectfully submit to
this House to accept my word that
if we had not actéd 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 1 woulg have handled that situa-
tion. I have prevented that situation
now. International lenders believe us.
Non-residént outflow has neatly stop-

ped. So we have bought a month or

two. Im 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 IMF is it a solution? It is not a
solution. I have bought only a month
or two. There is ng solution to our
balance of payments problems. There
is no solution tog 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, T honestly submit
te” you that the working class will be
the worst sufferers of that. (Intere
ruptions) .

Now, a question hag been asked
about the terms amd conditions of
this transaction. Thig 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- agretd
to give 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 moenth 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-
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urable terms; that is, LIBOR rate,
which ig 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 lend 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, hag got
the best possible terms.

SHRI JAGESH DESAI: It is less
than commercial rates?

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

SHRI JAGESH DESAI:
be rencwed every month?

Hag it to

DR. MANMOHAN- SINGH: If our
situation improves, if the capital
flight is reversed, if exportery start
bringing - their money into Indig 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 mornths
we would be out of that business, We
can bring back that gold. But T cah-
not give any firm assurance, We
live in a very uncertain world and it
would be wrohg on my part to mis-
leag 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 Mt. Guru-
padaswamy, who raised certain issues
ag to what the Finance Ministry has
been doing. 1 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 stratepy that our
Government hag in dealing with this
crisis.

Now anotler hon. Member asked
how large our reserveg are. T have
those figures here. Our reserves f{o~
day are not very large. I have some-
where some figures hera, On the 17th
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of July, our reserves were Rs. 2.695
crores. This is exclusive of gold re-
serves. These are not very large and
if I mamage 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 this
country. I want this money if it be-
comes available. I do not know if it
becomes available, If for example,
we crea‘e in our country 3 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
wil] to help itself ou* 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-
ditions 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,
ir 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 ig not dishono-
urable mow and you can rest assured.
I will do nothing to dishonour this
country. I think, this country has
dore me a great favour. From a
small man, I have been li‘ted to this
big position. 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 T am wrong. About 332 ton-
neg 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 slizhtly one or
two tonmes short of that 15 per cent
limiit. But as T said, this transaction
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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.
(Interruption8).

SHRI JAGESH DESAI: is this
including the confiscated gold?

DR. MANMOHAN SINGH: Con-
fiseated 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 gooa
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, I request you not to agk-
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 go'ng to solve our
problem. That I think I have al-
ready answered.

A question has been raised about
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
primatry commodities. I think this
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is a myth perpetuated by the colonial
masters that the peasants of the poor
countries ave irrational people, that
they are children and, therefore, they
need white men to rule over them, 1t
is the whitemen alone who under-
stood the law of cconomic rationality
and that is how we were ruled by the
Britishers. For how many hundreds
of years, T 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, T 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, T think, a pro-peasant
policy, a pro-agriculture policy, not
a policy of reckless profection of in-
dustry. trying to subsidise the indus-
trv. But subsidy for one is at the
cost of somebody else. And this
policy which has been pursued is
a policy which hag subsidised indus-
try at the cost of agriculture. People
have been talking about widening of
urban-rural gap and if yot reflect,
T 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 afforts
were aimed at giving incentives to a
few chosen people. But this is not
the philosoohy of th's Government
and, therefore, we want a more
channellised measure which would
send signals to all our people that
if exports are profitable, well think
kig and T am confident, the farmers
of Punjab, the farmers of Andhra
Pradesh and elsewhere, if we tell
them tomorrow that more raw cot-
ton can go ou', that it is more pro-
fitable to send out more cotton, A4re
cavable of producing more cotton,
they will do it and if they do it, then
this talk of widening rural-urb®n
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disparity, I think, will not be there,
Over a period of time we are going
fo reverse thig situation. If this gap
becomes wider, that is g dangerous
thing. We must prevent that. And,
therefore, we have done this by way
of an exchange rate adjustment. Tt
is a part of the process of reversing
the discrimination against agriculture,
and that, T think, is a step in the
right direction.

One hon. Member asked me this
question: What has been the depre-
ciation of tha rupee? I have put the
figures when our Government came
into office. We all know there are
two ways of measuring depreciation.
One is depreciation of the rupee and
the other ig appreciation of the fo-
reign currency vis-a-vis rupee.Iihink
both these est'mates are within fhe
range of about 19 to 22 per cent, but
it is not 43 per ¢ent. T 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
float'ng currencies. Now the United
States is the Super Power. It is the
only super-power in the world. But
look at what hag 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 hag depreci-
ated its currencies. It has neverthe-
lesgs remained g super-power. The
very fact that we are using the ex-
change rate mechanism should not
create any panic in our couniry. I
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think what we have done will make
our country strou ~, 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 PADMANABHANM:
What ig its impact on inflation?

DR. MANMOHAN SINGH: Let
me say that there is no relation bet-
ween the exchange rate changes and
the rate of inflation in a country of
India’s size. India is like the United
States. Foreign trade is a3 very small
part of the total national income Tof
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 ot
goods in g smal] basket might go up,
even though it ig 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-
raining 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 he
honest with you—if the rain-gods
are a little kinder, I think, we can
contain the inflationary spectre and 1
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
thig occasion of the exchange rate
change to rig up prices of essential
commodities, 1 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. 1 repeated by telegram
again yesterday that they must act
firmly to 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
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none of these things that go into their
production has gone up and, there-
fore, there is no basis, 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 {9 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 tp the same college, though he
is much older than myself. But, as [
have explained, in the situatiop in
which we are placed, I think, 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 sure, that would have been
favourable. We dig not have the time
and, therefore, we had to do what
we did.

Now, 1 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 ty involve the NRIg 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 Member  Shri
Verma, said, what we have done may



431 Statement

[Dr. Manmohan Singh]

be economically right but a political
touch has been given. 1 have answer-
ed that problem. He alsp said, well,
if we had acted differently, the psy-
chological setback dgould 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 1 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 explain2d 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 IMF? ILet 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
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doing to attract capital. Look at what
China has done to 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 fo
us. Therefore, this general, feeling
that the IMF and the World Bank
are out to devour this country, that
they are eager to leng 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  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 1 said this to the honourable
leaders of the Opposition whom the
Prime Minister had the honour to
invito for a discussion. 7 spoke at
length to tunem about th2 dire situa-
tion, All the facts which I am men-
tioning, 1 placed them before the
honourable leaders of the Opposition.
Short of saying that I am going to
devalue, I told them overything. And
I think, as the Prime Minister said
somewhere, it is not fair to ask that
I should tell people in advance that I
am going to devalue. Short of that,
I saig everything to the honourable
leaders of the Opposition, the state of
our economy,_ the state of our balance
of payments, everything. Now, there-
fore, 1 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 chansges
in the exchange rate, If you look at

the  Thistory of pre-Independence
India, you will find that all our
nationalist—minded economists and

the political leaders used to cuarrel
with the Britishers for keceping the
exchange value of the rupee arlifi-

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,
1 respectfully submit, is not condu-
cive to the industrialisation of this
country. We must pursve a realistic
exchange rate policy, an aggressive
exchange rate policy to industrialise
our 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 1 will be
honouring that commijtment 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 ang 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, 1 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 perloq 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 nut creating a sense of despair.
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The only way ip which you can help
me is by telling the world that we
are united ang that you stand behind
me so that [ 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 to 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 o 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
about the REP scheme aad 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 onec 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 wers 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 function’ess btureau-
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 sect is that if
vou 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
2are 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 nol 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 decae
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. [ am not afraid of
owning up what I havc done, what-
ever the name or label you may give.

SHRI JAGESH DESAI: Just a
nanute. 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. T
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 rthe Reserve Bank of India in
thiscaseis not to be blamed. I do
not want to go into what has happen-
ed in the last few months. I dc
not want to apportion blame and
nothing is achieved by that, I think.
But T can assure you that it wag not
the fault of the Reserve Bank.

Another honourable Member asked,
“Well, if you are talkinz about the
illegal flight of capital, then what are
your agencies doing?” I must con-
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tess to you that I have been in office
anly for the last few days and I have
not familiarised myself with all the
details of this vast Minisiry that the
Ministry of Finance is. We have, 1
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 proper'y 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
me. “you have done all this. What
hiappens after thes: 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?” 1
think you will not expect me, Sir, te
chare 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 decisicns commensu~
tate with the needs of the situation.
I do not believe that .t will be neces~
sary 1o plen for those contingencies,
I think the House should think big.
india is ¢t the move, All these things
which we have done would lead to
greater and greener pastures, away
from the drought
as some honourable

Member put it.

10.00 p.M.

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
sysiem where the peogis have no in-
centive to be dishonest. If in spite
of all that they are dishonest, yon 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.

ad ‘whe
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My sister, Shrimati Sushma Swaraj,
asked whether this decision that we
took was wise and whether it was
1ightly implemented. I have already
answered that question that in the
circumnstances in which we were
placed this was the right thing to do
and that what has been 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

f

r
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She also asked: When the Parlia-
Ewas in session, could you not
he House into confidence? I
have already answered that. She
also asked: What are you going 1o

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
yvou 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. 1 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
at the history of the U.S. under Presi-
dent Kennedy and under President
Johnson, how much 2old 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
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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. (Inlerrup-
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 have tried to answer
all the questions. It is quite possible
that at this late hour of tha 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 i{o 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. Bul, 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 am.
tomorrow.

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



