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the 4th of July. 1 have not read the Worly
Bank report which the hon. Member is
referring to. The decisions which we have
taken were taken cn our own judgement
based upon the work done by the previous
Government and work done by our Gov-
ernment. We have taken thesz decisions
according to our best judgenient.

MR. CHAIRMAN: Q. No. 42.
Selling of Goid by Government

: *42. SHRI A. G. KULKARNI:

DR. RATNAKAR . PANDEY:

will the Minister of FINANCFE be plea-
sed to state:

(a) whether Government have
tons of confiscated gold
reign exchange situation;

sold 20

{0 ease the fo-

©(b) what iy the siock of gold necessary
as security against the curr2incy as per the
law; ' -

(c) whether Government propose 1o
sell more confiscated gold to meet oxigen-
vies of debt servicing:; and

(d) what is the estimate of gold held in
the form of jewellery and oranaments by
the people in the country?

THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI RAM-
ESHWAR THAKUR): (a) The Union
Government leased 20 metric tonnes of
confiscated gold held in Government ac-
count to the State Bank of India as per
Jease agreement dated May 16, 1991. In
turn, the State Bank of India entered into
a sale transaction with repurchase option
with Union Bank of Switzerland, as per
agreement dated May 18, 1991, The coun-
fiscated gold forms part of guld held in
Government account ‘and does not  form
part of the gold held by Reserve Bank
of India.

(b) In terms of Section 33(2) oi the
Reserve Bank of India Act, 1934, the ag-
gregate value of gold coin and gold -bul-

+The question was actually asked on the
floor of the House by Shri A G. Kulkarni,

(16 JULY 1991]

i

l

1o Questiong 14

lion held as assets of the ISsue Depariment
shall not at any time be less than Xs. 115
crores. As on 30th June 1991 the value of
gold held in the Issue Department of Re-
serve Bank of India was Rs. 7410.8¢ cro-
res,

{¢) There is no such propusal at ~b|‘eser{l.

(d) The Government does not have uny
estimate -of - the gold stocks held in the
form of jewellery and ornaments by ihe
people in this country. ’

"SHRI A. G. KULKARNI: Sir. the
statement mentions about the sale or
lease of confiscated gold under Saction
33(2). The aggregate quantity of gold with
the Reserve Bank of India is round about
Rs, 7400 crores after revaluation as per the
Ordinance i>sued by the previous Govern-
ment. But, Sir, in view of the ethos, emd
tion and culture of the Indian cosniinent,
gold is a substance which carries great
emotional values particularly to the ladies.
I am quite aware that the previous Gov-
ernment had leased 20 tonnes of gold to
the State Bank of India. And further. as
stated in your reply to Q. No, 44 snotber
34 tonnes have been air-lifted. It is in
view of the precarious and deterioraling
financial condition. There are various
opinions of experts also. Many experts
have stated that this policy of sending gold
abroad may be perhaps politically justified
in view of the crisis in the monetary sys-
tem of this country. But emotionally, a
more determined effort should have been
made by the Ministry to convince the peo-
ple of this country,

MR. CHAIRMAN: - Kindly come to

your question.

" SHRI A. G. KULKARNI:
ing, Sir.

1 am com-

MR. CHAIRMAN: You cannot take
that much time. There should be a limit,

SHRI A. G. KULKARNI, We have tfa.
ken half an hour on the last ....question,

MR. CHATRMAN: On the  question hut
not on one man. (Interruptions)

SHRI A. G. KULKARNI:
to claim- any seniarity.

1 don’t want
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MR. CHAIRMAN: That I give you all
the time. 1 do not want that ....(Inter-
ruptions).. .

SHRI A, G, KULKARNI: Ag a Mem-
ber of Parliament it is my right to ask
that. . . (Interruptions).

MR, CHAIRMAN; But it is my right
to check you if you go on for a long
time.

SHRI A. G. KULKARNI: I want to
know from the hon. Minister, taking in
view the position of gold, is there any
truth that...the Reserve Bank of India,
while giving a statement stated that both
the decisions—20 tons or 34.5 tons, what-
ever it is—have been taken by the previous
Government and this Government has exe-
cuted this as per their requirements? Is
it true? And, (b) part of it, it is a fact
that even countries like USSR, Canada,
Beigium and many others in difficult cir-
cumstances have sold gold, Their problem
is different, Our problem is different. So,
the compelling reason which you give,
do you want to elaborate on that so thal
people will be properly informed?

DR ., MANMOHAN 3INGH: Mr,
Chairman, Sir, hon. Member has refer-
red to the emotional aspect of the sale
of gold. I share that sense. I do recognise
that the people of the country and parti-
colarly, our women would not like the
gold to go out of this counfry, and thatis
why, on the very first day I took office, L
mentioned in a press statement that it will
be my effort to bring back the gold that
had been sent out of the country. Resour-
ces permitting, depending upon the siate
of our balance of paymenis, T will make
every effort to see that this gold, whether
it is the Reserve Bank gold or thz confis-
cated gold, is brought back. But. I must
be very honest with this House. Today, 1
am in no position to fulfil that promise.
In the months to come, we will work to
convert that into a reality, But, we live in
a very uncertain world.

Answering  the second question, it is
true that the decision to send the gold, the
confiscated gold out of the government
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stock was taken by ths previous Govern-
ment. It was executed by the previous Go-
vernment. But, there were compelling
reasons and I am convinced that that was
the right decision considering the grave
balance of payments crisis that this coun-
try faces. As regards the second part, the
gold sold by the Reserve Bank of India,
under the Reserve Bank of India Act, the
Reserve Bank inas the power to keep 13
per cent of its gold outside India. The
Reserve Bank can exercise that power on
its own. Of course, the Government has
the power to countermand it and give a
directive that the Reserve Bank; should not
do it. I want to share this information
with the Hous:. The Reserve Bank is a
great national institvtion, It has the power
to act on if8 own. But, in this particular
case, the Governor of the Reserve Bank
came to the then Finance Minisier and the
then Prime Minister, and both of them
agreed that if need be, that transaction
can take place. This transaction actually
took place after our Government came in-
to power, and I was aware of the de:zisicn
taken by the previous Government. I did
not feel it necessary or desirable to coun-
termand that decision,

SHRI A. G. KULKARNI: | thank the
Finance Minister. ¥ know that 1 am not
making an issue of ideology. I know that
the issue is of survival aow. It is not only
ideology that I am asking. But, it is also
a fact that a team of experts in Bombay,
particularly the economists who were the

advisors to the varions fareign
bapks,  have estimated  that  the
entire stock of gold in the confiscated

portfolio, or whatever you call it, the
smuggled gold etc, is rougiy beiween 90
and 100 tons, and that was used for finan-
¢ing the Commerce Ministry’s scheme for
supplying gold to the jewellers. If so. I
would like to know whether it is a fact?
This is one thing. Secondly, the economic
experts have stated that the totdl va'ue of
pold with the women- -yov can say, ‘with
the people—in the country is about
Rs. 10,000 crores. Therefore, I would like
to know from you wh:.her, instead of
sending the gold abroad, we can mobilise
resources by persuading the womenfolk
of this country to part with their gold
jewellery as it was done earlier? Ag you
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know, during the Chinese War, Paadit
Jawaharlal Nehru had appealed. Lal
Bahadur Shastri had appealed.

st gAmfa
EAEL

SHRI A. G. KULKARNI: Is there any
such possibility? This is the question. Is
there any possibility of persuading the
people of this country to help the Gov-
ernment in view of the crisis which is a
fact?

et Fifaw

st qumfa : T A QO @A E
f& g zmn fegar s &7
o {7 salg Ffag

SHRI A, G. KULKARNI:
your help also, Sir.

DR. MANMOHAN SINGH: Mr.
Chairman, Sir, there are various non-offi-
cial estimates about the gold that has been
smuggled into this country in the last
thirty-forty years. Now, these estimates
vary depending upon who is making these
estimates. But it is a fact that a very large
amount of gold is smugglad into  our
country year after year.

I will take

SHRI A. G. KULKARNI: You are also
an expert in that. (Interruptions). You are
also an economic expert,

DR. MANMOHAN SINGH: Mr.
question is, can we get that gold into the
Government stock? Now, this is not very
simple. First of all, if you are going to
get the gold from the people and pay cash,
you have a pressure on money supply im-
mediately. In an inflationary situation, that
could further accentuate the inflationary
problem.

AN HON. MEMBER: You can issue
gold bonds.

DR. MANMOHAN SINGH: The
second thing that 1 want to say is this. |1
am not being partisan here. Here, I am
making a statement which, T think, the
House should reflect. In the year 1990,
there was a scheme of loan waiver which
was launched. Thousands of <rores due to
the banking system were written off, There
is a general feeling... (Interruptions)
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SHRI S. JATIPAL REDDY: Sir, how
is it relevant here? (Interruptions)

DR. MANMOHAN SINGH: There is
a general feeling that the money lent to the
banking system, lent to the Government,
is not safe. (Interruptions)

SHRI PARVATHANENI UPENDRA:
How can you give your individua! opinion
here? (Interruptions)

SHRI A. G. KULKARNI: Sir, 1 refer-
red to the opinion of the experts, that
Rs. 10,000 crores worth of gold is held
by the womenfolk in the country. Are you
making any effort to bring this out through
any economic measure?

DR. MANMOHAN SINGH: 1 have
to create confidence in the banking systeis.
I have to create confidence in the Gov-
ernment of India before the people of
India trust us with their gold.

Mo WAFT QU :  {TA4Q
qumafy o, sedr S F14Ee 1 arg
qgray HqEr s ¥ A et gay

g Fgr a1 f5 4T ga § £
arga?r@é’ra-@%f*qs%\m
AfieeY § o *wdw ¥ Far fear
qr f& at faa  Hgw meEl a1 fuwdt
feafs & ar &, .. (sgqum)

Nt gawfa : 38 9w a‘t an
%a’r?i’t - I

qlo TATHT QVEq : ¥ &1 qv
@oar W Og W ¥ dafus
§ . @ar @ ¥ ghn adt o fagae
FT @53 § AT g JA 97 A
¥y & |\ Sg% 1T Afsawen dw
FHG FE Wal HRET A, qS
T S FIEE F T § T AT
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# qeAT gl g 4 m: AFER I
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DR MANMOHAN SINGH: Mr.
Chairman, Sir, there is -no. relation bet-
ween the stock of gold held by the Re-
serve Bank or

sion with regard to gold, which was taken
by the previous Government—some gold
went when they- were in power, some gold
went when we were in power—if you are
asking what impact it will have no price,
my answer is plain no' thm theie is no
relation between what was done and the
domestic price level,

the Government and the .
price level in this country. So, this deci-
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The second guestion that was asked was, .
was this transaction absolutely necessary
and at what level was the decision taken?.
1 am convinced that in both these cases,
these transactions were very neessary.
The former Finance Minister and the for-
mer Prime Minister took these decisions.
It was not a happy decision. T know that
the then Prime Minister was greately pain-.
ed by that decision and 1 share the sense
of pain. It is not something of which T am’
very proud that! I have to sell the country’s
gold, but the House must appreciate the
situation in which this country stands. We
have a huge trade deficit. We cannot im-
port even essential commodities, like pei-
roieum products  fertilizers .on cash. - We
have been borrowing even to get such es-
sential goods into the couniry. We have
put a savage import compression on. the
country. Some hon. Members have been
saying, why don’t you restrict the import
of luxurious goods? I can assure those hon.
Members that in the last 5 months a savage
import cut has been put into operation and
1 am deeply worried about s effect.
that import cut persists as of now, there
would "be very severe consequences for
the level of unemployment and the work-
ing class itself would be the greatest suffer-
erg of that. Therefore, you have a situation
where nobody will give you money. Also
imports have been compressed to the bare
bones and yet there are essential needs of
our people. We need diesel to keep our
transport system going, We need kerosene
to see that there is some light in the dis-
tant villages of India. For all these purposes
we need foreign exchange and we have no
cash, we have no reserves worth the name.

- What else could we do? And then we had

all this money of the non-resident deposi-
tors, Because of the cumulative impact of
what happened because of the Government
uncertainties since July, 1990 and what
went on thereafter, there has been, whe-
ther you like or not, a great weakenihg
of confidence in India. So, these non-resi-
dent investors have been very nervous. In
recent months instead of being a positive
flow there is a net ontflow. Now in this
situation in which we are placed. we need
certain essential goods to be brought into

-the country. Qur farmers must have fer-

tilizers. We need diesel to run the wheels
of our economy, so that our transport
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system can be kept moving, and we have
no monéy. What else could we do? This
was a measure of last resort, as it were.
We are not very proud of what we have
done but you have my assurance that we
considered all options, the pros and the
cons, the costs and the bencfits. In the cir-
cumstances, this was tae best possible de-
cision that could be taken

- SHRI YASHWANT SINHA: Sir, T am
very grateful to the Finance Minister for
the way he has spoken. I must say that it
has been a totally non-partisan approach
that the Finance Minister has brought to
bear upon a question, to which unnecessary
sentiment is sought-to- be attached. I am
personally mot attached to gold except for
this ring. ..{(luterruptions).. . But the
manner in which a simple question, a
matter of necessity, is often sought to be
politicized is something of which we have
had some evidence in this House just now.
I must point it out because the Finanre
Minister has justified what our Government
had done, and I must express my grati-
tude, At the same time, T must also say
that 1 am very glad that he has put the
record straight, because a junior spokesman
of that party called it a national betrayal.
He does not agree with that and T am glad
about that.

st awrafi : sig 9y ag'q 7 a1 1

SHRI YASHWANT SINHA: I am com-
ing to my question. I would now like him
to put on record and take the House into
confidence. ... ’

SHRI AJIT P. K. JOGI: Who is that
junior spokesman? . ..(Interruptions). ..

SHRI YASHWANT SINHA: That
junior spokesman is a Member of this
House and now a Minister., . (Interrup-
tions).. .

AN HONOURABLE MEMBER: Name
him, name him. ..(Interruptions)

SHRI DIPEN GHOSH: Mrs. Margaret
Alva. . ..(Interruptions)...

SHRI V. NARAYANASAMY: Have
you taken your Cabinet into confidence—

[i6 JULY 1991]
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you kindly answer this question—while
taking such a decision or not?

SHRT YASHWANT SINHA: Sir, 1 am
not the Minister in charge to answer sup-
plementaries. ... (Interruptions).. .

SHRI S. K. T. RAMACHANDRAN:
It is our legitimate right to ask that ques-
tion, . . ({nterruptions),, . He should not
go on vaguely pointing out something. ..
(lriterruptions). . .

SHRI YASHWANT SINHA: So, Sir, 1
am coming to my question. Will the Fin-
ance Minister now take this House and
the people of this country into confidence
ang say on what terms the confiscated
gold was sold with a repurchase option by
our Government and on what terms about
35 tonnes—25 plus about 10 more, 34.8
tonnes—of RBI gold, which has now been
offered as a collateral to the Bank of Eng-
land, on what terms that transaction has
been completed, so that the people will
get an opportunity to see the truth and
compare the two transactions.

DR. MANMOHAN SINGH: Mr.
Chairman, Sir, the right honourable gentle-
man has asked this question about the
terms on which the two transactions have
taken place. [ am afraid there is no simple
answer to that because in one case the
transaction was sale of confiscated gold-—
we had sold that gold with the option to
repurchase it within six months.

SHRI VIREN J. SHAH: At the prevail
ing market price.

DR. MANMOHAN SINGH: What-
ever the price then, In the second case, we
have not sold the gold. All that we have
done is, we have taken this gold away
from the vaults of the Reserve Bank of
Inda andi put it in the vaults of the Bank
of England, and it is customary among
central banks to do this thing. Against that
gold which lies in the Bank of England, I
think the Reserve Bank has been advanced
a month’s bridging facility-—I think, both
by the Bank of England and, probably,
by the Bank of Switzerland. So, the two
transactions are not comparable. One was
a sale transaction with the option to re-
purchase within six months, also to roll
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it over. This is a different type of trans
action. We have kept that gold and, against
the security of that gold, the Bank of Eng-
land has advanced to the Reserve Bank of
India some temporary accommodation. We
have not sold that gold.

SHRI RAJ MOHAN GANDHI: Will
the hon. Minister who spoke of the net
outflow of capital as having been one of
the reasons for this audacious package of
measures, answer whether following this
package of measures which included the
sale and mortgage of gold the net outflow
has been reversed in the last week or ten
days?

DR. MANMOHAN  SINGH: Mr.
Chairman, Sir, I would like to share with
the House that there is a very substantial
change in the market sentiment, that as
a result of the measures that we have
taken there is now a greater  degrec of
confidence, that the rupee has been stabi-
lised. The figures that I have got from
the Reserve Bank of India show that this
outflow is now a trickle of what it was
in the last month,

SHRI KRISHNA KUMAR BIRLA:
Sir, as far as the %sale or mortage of gold
either by this Government or by the
earllier Government is concerned, this
was unavoidable under the circumstances
through which the country was passing.
My question T am going to put shortly.
There is another aim. That aim is to re-
verse this trend, Sir, my feeling is that in
case the NRIs are interested in selling
gold to this country, to the Reserve Bank
of India, in rupee currency, then, that
will be beneficial to them also and that
will be beneficial to the Government of
India also. That will be beneficial to the
Reserve Bank of India also,

With that aim, Sir, in my mind, my
question is;: Will the Government of In-
dia agree to  sale of gold by NRIs in
India to the Reserve Bank of India in
Indian Currency? Will the smuggling of
gold by such a step go down? Will the
clandestine drain of foreign exchange be
reduced, and so also wil the nawala
business get reduced?

DR. MANMOHAN SINGH: Sir, the
suggestion that the right honoura®a gan-

[RAIYA SABHA]
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tleman has made, is a suggestion for ac-
tion. It is not a question.  Naturally we
consider all suggestions. Among others
this is a suggestion which also we can

consider,

SHRI SUKOMAL SEN: Sir, the Fin-
ance Minister earlier painted a very grim
picture of the balance of payments posi-
tion of the country. The earlier Govern-
ment sold gold with a purchase option,
and now this Government has mortgaged
gold. 1 do not konw  whether in future
also we will be mortgaging or selling
cold, At the same time we are going to
the JMF for further loan,

Sir, the question is, India is heavily in-
debted, true.  Not only India but many
other third world countries are also hea-
vily indebted to the IMF or other com-
mercial banks, and they have the same
problem, Now, if the Government of
India wants to review the situation in a
boarder perspective, I would like to know
from the hon. Minister whether instead
of sending out gold immediately and go-
ing to the IMF, the Government unitedly
with other third  world countrie; would
demand a moratorium on all foreign
debts for the next few years so that India
and other third world countries can tide
over this crisis.

DR. MANMOHAN SINGH: Mr.
Chairman, Sir, that is a different ques-
tion. T have stated categorically.....

MR, CHAIRMAN: He wants to know
whether India will try to have a morato-
rium in co-operation with other countries
in a similar situation,

DR. MANMOHAN SINGH: The
Prime Minister has stated it categorically,
and I have stated it categorically that we
are honour-bound and duty-bound to ho-
nour all our commitments,

About what happens in collective  for-
ums of the third world, I think, we will
consult all other countries. We¢ have been
doing so before, and we will continue to
do so hereafter,

But let nobody g¢=t any  impiession
that this country is out o rencge on its
international obligations. That will be a
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sad day for India, and we will avoid that
under all conditions,

Effect of rupee, devaluation on economy

*43. SHRI GURUDAS DAS
GUPTA:t

SHRI AJIT P. K. JOGI'

Will the Minister of FINANCE be
pleased to state:

(a) whether it is a i{aci that the rupee
has recently been devalued sharply in two
instalments  against major international
currencies; and

(b) if so, the details thereof and the
reasons therefor?

THE MINISTER OF FINANCE (DR,
MANMOHAN SINGH): (a) and (b) The
Reserve Bank of India effected an ex-
change rate adjustment on 1 July, 1991
in which the value of the rupee declined
by about 7 to 9 per cent against the major
currencies (the pound sterling, the US
dollar, the deutsche mark, yen and French
franc). There was another exchange rute
adjustment on 3 July, 1991 in which the
value of the rupee declined by about 11!
per cent against the major currencies, Bet-
ween 28 June and 3 Tuly, 1991, the value
of rupee declined by [7 to 19 per cent
vis-a-vis the five major currelncies while
these major currencies appreciated vis-a
vis the rupce by about 21 to 23 per cent
These adjustments had been necessitated
by the growing external and internal im-
balances in the economy. The balance of
payments situation had become very cri-
tical reflected by a sharp drawdown of
reserves. Since October, 1990 there has
been an appreciation in the real effetcive
exchange rate of the rupee as a result of a
relatively high rate of inflatioa in the
country vis-a-vis India’s major trading
partnecs and much slower rate of depre-
ciation in the nominal exchange rate lead-

* +The question was actually asked on
the floor of the House by Shri Gurudas
Das Gupta,
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ing to an erosion in the international
competitiveness of the economy. It has
equally necessary to stem the destabilising
market expectation which were generated
by perceptions about the exchang: value of
the rupee.

SHRI GURUDAS DAS GUPTA: Go
ing through the statement the hon. Minis-
ter has made, it appears that devaluation
has been resorted to to bring about cor-
rection in the balance of paymeants posi-
tion. Secondly, according to this state-
ment it appears it has heen done because
we have to increase the interpational com-
petitiveness of our economy. These are
the basic points.

My question to the hon. Minister is that
the balance of payments position cannot
be corrected if there is no increase in the
export that India does. Over the last ten
years there have been a number of so-
called adjustments in the exchange rate
and even then there has been no appre-
ciable improvement in the export of the
country. In 1966, devaluation was resort-
ed to. Even then for the first few years
export increased only by 4.5 per cent, In
this background. I would like to know how
the hon. Finance Minister i optimistic
that there can be increase in export so
that the balance of payments position can
be corrected, because ihe export does not
increase only on the price of the com-
modity that you would like to sell in the
international market. It also depends on
the buoyancy of the international market.
And as is well known, the international
market is passing through a slhimp and
unfavourable conditions. In a condition
like this will the Minister tell us why it
has been done and how it is going to be
corrected?

Part (b) of my question is this. There
is a danger that the increase in export
may be over-counter-balanced by the in~
crease in the price of import. Therefore,
this devaluation may lead to further ac-
centuation of the balance of payments
position. :

Yesterday the Prime Minisier said. open-
ly that these changes have been brought



