
MR. CHAIRMAN : Now. Statutory Re-
solution seeking disapproval of the conser-
vation  of  Foreign   Exchange  and   Preven- j 
tion of Smuggling Activities  (Amendment) 1 
Ordinance.      1975.    Shri    Prakash     Veer 
Shastri,   Dr.   Ramkripal   Sinha   and     Shri ' 
Subramanian   Swamy   not   here. 

THE CONSERVATION OF FOREIGN 
EXCHANGE AND PREVENTION OI 

SMUGGLING ACTIVITIES (AM-
ENDMEN T) BILL, 1975. 

THE MINISTER OF STATE  IN THF 
MINISTRY  OF FINANCE   (SHRI   PRA- ! 
N\B MUKHERJEE) : Mr.   Chairman. Sir, I 
I  beg to move: j 

"That  the  Bill  to  amend  the  Conser-
vation of Foreign Exchange and Preven- j 
tion  of  Smuggling  Activities  Act,   1974, 
as passed by the Lok Sabha, be taken into 
consideration." 

As i.uii. Members arc aware, prevention of 
smuggling an! the conservation of foreign 
exchange are of vital importance to a country 
like ours. In December,  1974 the 
Conservation   of  Foreign      Exchange   and 
Prevention   of   Smuggling   Activities   Act, 
1974 was enacted by Parliament to immo- I 
bilise, by detention, the persons connected 
with  smuggling,  foreign  exchange  rackete-
ering  and  related  activities  ana  to disrupt 
the  machinery     established  for  furthering 
these  activities.  Hundreds of persons  ha-, e 
been detained under the provisions of this Act. 
both by the Central and State Governments. 
Detention of some of these persons was 
challenged in  writs of habeas corpus ' in the 
various High Courts    of the coun- I try. In 
view of the clandestine manner in which  such  
persons  carry  on  their  activities and the 
consequent difficulty in securing the type of 
evidence needed to comply j with  the  rigid  
standards insisted  upon  by the Courts,  some  
persons against     whom i orders  of detention 
were made  under  the Act have succeeded in 
getting such orders i set aside. These orders 
were set aside in a number  of cases by  
following the  case j law that has developed in 
regard to detentions  under  the     Maintenance  
of Internal | Security Act,  1971, principally 
relating to persons detained for acting 
prejudicially to ' 

public order: the orders were set aside by 
reason of the finding that some of ths many 
grounds of detention urged by the Govern-
ment in support of an order of detention 
were vague, irrelevant or otherwise invalid. 

Considering the special category of persons 
being dealt with under the Act, the clandestine 
methods adopted, and the organised nature of 
their activities, it is found necessary to clarify 
thai the grounds are separable so that the non-
acceptability ot one or more grounds does not 
result in automatic release, and thus defeat the 
aim of Government to disrupt the operations 
of these  anti-social  elements. 

Some persons hud obtained release on bail 
or otherwise from Courts contrary to the 
intentions of the Government regarding 
temporary release as contained in Section  12 
of the  Act. 

The President issued a Proclamation of 
Emergency on 3rd December, 1971. Another 
Proclamation of Emergency (due to internal 
disturbances) was issued on 25-6-1975. Some 
of the persons engaged in smuggling and 
foreign exchange racketeering have been 
posing a serious threat to the economy and to 
the security of the nation owing to their large 
resources and influence. In the present 
Emergency, the disclosure of grounds of 
detention to such person, and compliance with 
the usual procedures of reference to the 
Advisory Boards would not be in the larger 
interests of the nation. 

In order to deal with the above and in view 
of the urgency of the matter, the President 
promulgated on 1-7-1975 the Conservation of 
Foreign Exchange and prevention of 
Smuggling Activities (Amendment) 
Ordinance, 1975. The Bill seeks to replace the 
provisions of the Ordinance. 

I move that the Bill be taken up for 
consideration by the House. 

The question was proposed. 
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SHRI S. G. SARDESAI (Maharashtra): 
Sir, the title of this Bill is far more com-
prehensive than the provisions contained in 
the Bill. The title speaks of the conservation 
of foreign exchange. As we know, the 
question of the conservation of foreign 
exchange is very directly connected with the 
entire nature and character of our foreign 
trade, of our imports and exports, and also 
with the nature and character of the foreign 
aid which we receive. 1 will come to that 
question later. For, obviously, it is connected 
with the title of the Bill, though it is not 
included in the contents of the Bill. 

First and foremost, if you take the contents 
of the Bill, I should say that if there has been 
one Bill introduced in this Session on which 1 
think there should be no controversy 
whatsoever—and not only in this House but I 
would say even between any two decent 
persons in this country— then it is this Bill. 
One cannot imagine anyone excepting the 
smugglers themselves objecting to a Bill of 
this nature And yet, 1 am rather surprised to 
find that there is a Statutory Resolution 
opposing this measure. Sir, just now you read 
out the names; they have tabled a Resolution 
disapproving of the Ordinance which is now 
embedded in this Bill. I wish very much that 
they were present in the House today; 1 
would have liked to listen to their speeches 
which, in any case, would have been quite 
amusing and interesting, because it is very 
difficult to imagine what possible grounds 
these gentlemen could have put forth in 
opposing a Bill of this nature. That is what I 
am saying. 

Therefore, so far as the contents of this 
Bill are concerned, there is no complaint; It is 
so obvious and it is very necessary. And 
surely, these are not the people about whose 
rights and liberties we should think, when we 
know that they have been abused so badly 
during the last 1-1/2 years. 

"Now, what exactly are the proposals? The 
proposals really arise from the actual 
experience of the implementation of    the 

earlier measures taken against these smug- 
j glers, absolutely crooked and criminal kinds 
of people  about  whose activities we     all 
know so much.    The Minister has himself 
pointed out what are the loopholes which 
they  exploited   in  the  past.    If   you   give 
I them half a  dozen  reasons  and  then     if 
! one of the reasons is faulty, because it is 
faulty, the whole thing is set  aside     and 
they are released. 

I     Then they are securing bails and    that \ 
loo   of   different   kinds.    All   these   things 
we know have been done.    Naturally, such I 
loopholes ought to be closed.   There are no 
two opinions that so far as these gentlemen  
are concerned, everything  must     be done to 
see that they do not get out of I jail and 
escape and do all these kinds of I things.    In 
fact, one of the experiences of ' the last year 
has been that some of the ' topmost smugglers    
in India    managed to I get out either on bail 
or because of some sort of a defect in the 
detention order and J then  within  a  short  
time we found  that 
in cities like Bombay, Goa and other places, 
the smuggling activities increased.     In fact, 
in the last session it seems some of us raised 
the question that this drive against smugglers 
which was started, I think, about a  year  and  
a  half  ago,  which   went  on 
| for some time when a large number of them 
i were arrested, had abated. After that the 
drive declined for some reason or another or 
it was thought that a large number of them 
had been arrested and so more were not 
arrested. But, meanwhile all of us were 
feeling extremely anxious that during the 
period which followed after the earliet drive 
when so many of them had secured' their 
release, these activities had sfarted again. 
Their rackets had started again, their 
activities had started again and their 
clandestine organisations had started again 
and all these kinds of things had started 
again. Therefore, it is very necessary that 
drastic action should now be taken against 
them.    That is one point. 

There is a reference here in the Statement 
of Objects and Reasons attached to the  Bill  
that their activities  are not only 
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clandestine but they are also connected with 
the economic and political security of this 
country which indicates the type of foreign 
support that they have got which not only 
distorts our economy and does all. these kinds 
of things but which also seriously endangers 
the security of our country itself. I would 
come to this point later. 

Now, apart from the question of not 
releasing them, which is very correct, we all 
know and the Minister himself also must be 
knowing that they have secured extremely 
good treatment in jails by clandestine 
methods, obviously by bribery and by 
resorting to other things. I have even known 
cases where the Government has put them in 
A class jails. Now, I think that some of these 
thing* the Government must absolutely stop. 
When you put them in jails, put them like any 
other criminals. Where is the question of 
giving them a special treatment? They have 
been given special treatment in hospitals also. 
You see many of these people are accustomed 
to taking narcotics. So, they get out of jails to 
get into hospitals for medical treatment where 
we know what sort of things they do. I would 
say that you may strengthen the administrative 
machinery and lee that they are not given any 
special treatment  in jails. 

Now, Sir, coming to the first point, that is 
with regard to the foreign exchange 
racketeering, about which there is a reference 
in the Statement of Objects and Reasons also, 
which is not the same thing as smuggling, 
foreign exchange racketeering of a vast 
magnitude is done by people who are not 
smugglers. The Government ought to know 
most of this thing and we also know it that 
where the question of foreign exchange 
racketeering is concerned, some of the biggest 
firms of India are involved and not any 
ordinary criminals. Vast sums of foreign 
exchange are accumulated abroad. It is an old 
disease. It has been discussed in Parliament. 
As we all know, this is being done by miaer-
invoicing exports and over-invoicing imports.    
So  far  as   this  under-invoicing  of 
24 RSS/75—2 

exports and over-invoicing of imports is 
concerned, it is going on even today. Im 
ports are not so large, but this over- 
invoicing is being restorled to. 

Simiiarly, as- we all know, there is a large 
scale foreign travelling being done by big 
businessmen and the members of their 
families and others absolutely en false 
pretexts and the quantum of foreign exchange 
which they spend when they are abroad is far 
more than the quantum of foreign exchange 
that is sanctioned to them when  they  go  
abroad. 

This is done by officials; this is done by big 
businessmen. So, we should also like to 
know, apart from smugglers, Low many 
people of this type you have caught and put in 
jail. We would like to know about it. This 
measure should not be reduced to merely 
taking action against smugglers, against 
merely some scoundrels and crooks. Action 
should also be taken against people who are 
supposed to be respectable and honourable in 
society and who have plenty of money, who 
indulge in these things. I hope the Minister 
will inform us how many actions of this type 
have also been taken. 

Then I go to the very basic thing I know the 
Minister is going to say that that thing goes 
beyond the scope of the Bill. ! .an! to say it 
does not go beyond the title of the Bill. It goes 
beyond the content of the Bill but when you 
speak of conservation of foreign exchange, 
what is the basic issue involved? The basic 
issue involved—it has also come up in 
budgetary discussions, in foreign trade 
discussions, in this House itself—is still the 
vast amount of colonial loot to which our 
country is subject, to which all the countries of 
the third world are subject. And we are subject 
to it because of the loot carried on by the 
American imperialism, by West Germany and 
other imperialist countries. That is the crux of 
the problem of our foreign exchange headache; 
that is the crux of the problem of our foreign 
exchange crisis with which we have been faced 
again and again in recent years. And you meet 
it by securing some loan from 1 the 
International Monetary Fund or    the 
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World Bank or from somewhere. Only 
recently it was stated not only by the Finance 
Minister but, I think, even the Prime Minister 
made a reference to it, that at present our 
foreign exchange position is not so bad. What 
does it mean if you say that our foreign 
exchange position is not so bad ? It means that 
it is quite good. It is good because of huge 
borrowings; il is not because basically our 
export-import trade is such that we are in a 
sound position. Not at all. Every time you 
have a huge foreign exchange deficit, you 
borrow vast amounts from this Fund or that 
Fund, which are credited to your account and 
which increase constantly the foreign debt of 
the country, and then you claim that the 
foreign exchange position is quite good. This 
is self-deception. So, will the hon. Minister be 
in a position to tell us that in this emergency, 
with these huge powers that they have got, in 
the ensuing months and in the shortest time 
possible, they will take firm action against 
certain other things which are going on, which 
involve a tremendous drain of our foreign ex-
change? For instance, foreign concerns in 
India still manufacture baby food; they 
manufacture soaps, they manufacture cig-
arettes, they manufacture cosmetics. There is 
a tremendous amount of foreign capital 
involved and they repatriate to their countries 
in foreign exchange the profits that are made. 
We have got to pay them in foreign exchange 
In this emergency, stop this. So much foreign 
exchange will be saved. 

Then there is the question of the prices 
which we pay for foreign goods—capital 
goods, spare parts, raw materials and so on. 
Take the question of the prices paid by India 
and the countries of the third world for their 
imports, even for food, leave aside capital 
goods. Extortionate prices are demanded. But 
when India or any third world country exports 
its goods, its raw materials and other things, 
then hopelessly poor prices are paid'. This is 
an issue which we have been fighting and 
fighting and fighting for years together. Now, 
on this question also, the Government 

should take some firm position if we are 
talking of conservation of foreign exchange 
and all these things. So, all these things are 
involved. 

Now, with regard to smuggling, particularly 
I would like to mention that the Minister is 
right when he says that action against these 
people is needed because our security iv 
involved. The words security and integrity are 
used in connection with the smugglers. 
Normally one should think "It may be a crime, 
but what has integrity and security got to do 
with it?" But the Minister is right when he 
says that it involves the security and integrity 
of the country. Very recently, Mr. Kissinger 
openly threatened all the third world countries 
in the United Nations saying "You fellows 
want to gang up because you want to increase 
the prices of the goods which you want to sell 
us". Is it a terrific crime? Open threats were 
given: if you continue like this, we will take 
action against you. All sorts of iiUioii; are 
being discussed in the United States of 
America Economic sanctions, political 
sanctions and even military intervention in the 
Arab countries are being discussed. Why ? 
Bacause the third world countries have 
decided; Let us raise our prices and see that 
we get proper price for our goods. Btit similar 
threats have been given by the United States 
not only to the oil producing countries, but 
those countries which export mica, tin and 
rubber. It is not the question of oil alone. 
Political threats are being given to all of us 
and others connected with the question of 
trade. These kinds of threats are being given 
to us. That is why I am saying that there is a 
political aspect to this question. It is indicated 
by the hon. Minister himself. This political 
aspect is clear from the tremendous support 
which the foieign imperialists are giving to the 
internal right reaction economically, 
politically and militarily and this emergency is 
intended only for them. 

That is why I would like to say that the 
question of conservation of foreign exchange 
should not be brought down to the level of 
catching a few smugglers. So 

35        Conservation of Foieign        [RAJYA SABHA! of Smuggling Activities       36 
Exchange and Prevention (Amc/t.) Bill, 1975 



 

many issues are involved in this. If we arc 
really serious about it and if you wanr to 
fight against this menace, other kinds of 
action will have to be taken and these 1  
have mentioned. 

In the end I would also like to say—my 
friends   here   are   absent  and  they  would 
not have liked it—that on the question of 
foreign exchange, it is the socialist countries 
who have helped you by purchasing from you 
goods which the Western countries  have  
refused  to  purchase,  and     by agreeing to 
accept rupee payments and so many  other  
things.   Therefore,  as  1  said in the 
beginning, it is a question of character and 
nature and direction of our foreign trade. This 
is the crux of the matter. The whole question 
of conservation of foreign exchange   cannot   
therefore,   be   solved   in just six months or 
in a year.   But taking advantage of the 
emergency and taking advantage  of the fact 
that  we  are  fighting right reaction, at least 
take a new economic action because very 
powerful foreign forces are  behind  these  
people   politically     and economically and 
thereby they are aggravat-• ing our foreign 
exchange crisis and foreign exchange 
difficulties.     I  have     mentioned soap,  
cigarettes  and  baby  food.    You  at least 
stop  this  but  I  am  not  going     to 
electronics and other things.    But at least 
things   which  are  being  manufactured  by 
us here should not be produced by foreign 
capitalists.    These   are      simple   consumer 
goods   and   articles   of   daily   requirements 
and   these  had   been  manufactured   by   us 
even when we were a dependent country. 
Even  in such matters  foreign  capital     is 
there and    foreign    profits    are there.    1 
would straightway ask the Government   to 
stop them from manufacturing these things for 
political as well as economic reasons. These 
steps are necessary to strengthen our 
economy, to conserve foreign exchange and 
also   to   fight  the   right  reaction.    If   such 
steps  are  taken,   we   will  get  an  idea  of 
your policy matters.    So far as this particular 
step is concerned, we support    the Bill.   But 
this is not the whole thing and let us know 
what other things you are proposing to do. 

24 KSS/75—3 

SHR1MATJ. SUM1TRA G. 
KULKARNI (Gujarat): Mr. Chairman, 
Sir, I feel very sad that the Opposition 
Members are absent from this House. 
They are not here to participate in this 
House when we are discussing an 
important subject. After all they are also 
representatives of people and they owe 
a responsibility to the people. They 
should have participated in this debate 
and told us what is wrong in this 
particular Bill which has now been 
brought before the House by the hon. 
Minister. 

The earlier speaker spoke about this Bill 
and I also fully agree that if there is any 
one most important subject which is 
required to be attended to under the pre-
sent circumstances, this is the one 
because this malaise is eating into the 
vitals of our economy. We are now 
under an emergency. It is not as if \vc 
wanted to impose emergency or we are 
fond of curtaining the lights of the 
people. But I would like to ask what 
exactly were the circumstances which 
led to thr emergency. It is not merely the 
circumstances of the last two or three 
months or the last six months. But this 
situation has been building up because of 
the economic difficulties created by the 
anti-social elements in this country and 
this phenomenon acquired such 
proportions that it was disturbing the 
entire economic fabric of this country. 
This is the main reason why emergency 
became necessary. 1 would like to Offer 
some statistics just to illustrate my 
point. 

Sir. about lour or five years ago, wc used 
to have what is called the Wanchoo 
Committee and this Committee found 
that (here was tax evasion, income-tax 
evasion, in this country to the tune of 
about 500 crores of rupees. Since then 
the figure has come to a thousand crores 
annually. This huge amounl of Rs. 1.000 
crores. which is the income available and 
which should be legitimately in the 
government coffers, is circulating outside 
exercising its immense pressure on    the 
economy of this country. 
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[Shriraati Sumitra G. jKulkarni] The second 
thing that I would like to point out is that 
there is gold smuggling in this country and 
the gold that is smuggled into this country is 
about four hundred to five hundred crores of 
rupees and this gold smuggling is done very 
easily because the Arabian coast is right 
across from our western coast of Gujarat and 
Maharashtra and this illegal trade in gold, 
takes place. We do not require any specialised 
craft for this or we do not require any special 
expertise for bringing gold into this country 
because it can be brought in a small country 
craft and even in a small craft of wood one 
can survive and reach the other end in about 
four days or so and, therefore, in such small 
crafts such goods are brought in. Now, as I 
said, there is gold smuggling to the tune of 
about four to five hundred crores of rupees 
annually and, in addition to that, there is the 
smuggling of other goods to the extent of 
about seven to eight hundred crores of rupees, 
like nylon saris, watches and all kinds of other 
fancy goods and other gadgets that we are 
using in this country. 

Sir, I have been repeating these things in 
this House for the last three years persistently 
and I have been telling that in Bombay any 
kind of foreign goods is openly available and 
there is no restriction and there is no back-
door or under-the-table dealing. All these are 
original goods which are sold with their 
original fancy packing and ribbons and 
wrapped in fancy papers and they are 
available in any number. If you want a dozen 
of any particular gadget, you can get and, it 
can be purchased. This was the reason why 
nearly two thousand five hundred crores of 
money was circulating in this country exerting 
its pressure on the economy of the country 
and this is the reason why this emergency 
became so very essential. If this had been 
corrected, and if out of this amount of two 
thousand and five hundred crores, at least 
about a thousand crores could be brought on 
the books, I am sure, Shri Pranab Mukherjee, 
the honourable Minister of State for Finance, 
would not have had the necessity to bring 
forward such a  Bill before this 

House. We would not also have had a deficit 
budget and we would have covered all the 
budgetary gaps and met the deficits and our 
Five Years Plans would have gone on 
properly and there would have been no 
foreign exchange difficulties nor any infla-
tionary tendency. But the root of these 
problems which have led to this emergency is 
the economic difficulties which this particular 
Bill is trying to remove. I would now like to 
congratulate the honourable Minister because 
the Bill has been brought forward now and 
has been brought forward effectively. But I 
can only say that it should have been brought 
forward about three years ago rather than 
now. 

Now, Sir, as I view this Bill, I think there 
are two aspects. The negative aspect of the 
Bill is this that restrictions are imposed and 
there are provisions indicating how to stop this 
thing and how to catch the offenders and so 
on. The positive aspect is that it says how it 
should increase the foreign exchange earnings. 
The wording of the Bill is very interesting. It is 
called the Conservation of Foreign Exchange 
and Prevention of Smuggling Activities Act. 
So, it is conservation of foreign exchange and 
it is not something negative. Therefore, it is 
not only the negative aspect of stopping the 
malpractices is foreign exchange matters, but 
also the positive aspect of conserving and 
increasing the quantum of foreign exchange. 
So, Sir, I would like to divide my remarks into 
two parts and I would like lo bring them under 
two heads. One is about the restrictive aspect 
of the Bill and the other is the positive aspect 
of augmenting our foreign exchange earnings. 
Sir, under this head, detention has been made 
without bail. I have nothing much to add to it. 
Also, under Item No. 13 of the economic 
programme that the Prime Minister 
announced, it has been stated that the 
properties of those persons who are abs-
conding will be attached. My submission is 
this. It has also been said that benami pro-
perties will also be attached. The only thing is 
that under the Evidence Act, as it is today, it is 
very difficult, it is practically impossible,   to   
prove   beiuimi   possessions. 
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Sir, there are never sufficient proofs about 
these. Therefore, it is my humble suggestion 
to the hon. Minister that under the purview of 
this Act, we may specify the categories of 
relatives, or we may list possible categories 
and put them on the statute. If it is not 
possible to put them on the statute, it may be 
done under the rules and regulations framed 
under this statute, or in the annexures, so that 
we may know exactly which are the 
categories who will have to explain the 
sources of property, from where they 
acquired a particular property. This will 
facilitate things. Otherwise, again benaini 
attachment will not be taken up to the courts 
and this will not be proved. To come back 
again with an amendment in this behalf 
would not be the right thing. So it is much 
better from the very beginning that we may 
put these categories of the relatives on the 
Statute Book or in the rules and regulations. 
We should now envisage the difficulties 
which we are likely to encounter in 
implementing this Act. 

Now, the second thing is that the foreign 
exchange racket has been going on for a very 
long time. Now, as we all know, it has 
acquired such a proportion that it is killing 
our economy. One small instance that I 
would like to bring to the notice of this 
House is that there is a small regulation 
whereby any industry or any business which 
is dealing with foreign countries, has got 
permission to have 5 per cent of its total 
investment, given to it in foreign exchange 
for publicity work and for advertisement 
abroad. Sir, this is a very innocuous rule. 
After all, we want to sell our wares abroad. 
Naturally we want to publisize and advertise. 
But this is being used tremendously, on a 
large scale, for creating a foreign exchange 
racket. There is no foreign publicity. There 
are no foreign advertisements. False vouchers 
are made. False vouchers are submitted. 
These difficulties can crop up. Crores and 
crores of rupees are being transferred in 
foreign exchange, without any work of 
publicity. 

Now this is the thing which the hon. 
Minister may like to take particular notice 

of, because, I think about three months ago I 
in the Reserve Bank there was a slight | 
reference to it that two and a half crores 

of rupees were involved in a case, of which 
I my friends in the CPI are taking notice. 

What is the progress of that particular 
case ? This is the time when we make use of 
emergency powers and get this sort of 
investigation expedited so as to bring it to 
light what are the various foreign exchange 
rackets going on in this country. That is one 
thing. 

Another very interesting case that I would 
also like to cite is that three years ago in this 
country—I would like to share this with the 
House and with your honourable self—there 
was an Iranian lady who was never born but 
who was proved to have died on paper. She 
was supposed to have been in Bombay on a 
certain date on paper, and 2-1/2 lakhs of 
rupees were remitted by her to Iran. These 
sorts of cases are happening. They have to 
be investigated and looked into. Lakhs and 
lakhs, and crores and crores, of rupees of 
foreign exchange are being remitted in this 
way, through manipulations by interested 
parties, in the name of persons who never 
existed, who are never born. Now, it should 
be easily possible to investigate into such 
cases. 

I would also like to give some construc-
tive suggestions. There are a number of 
persons who are dealing with foreign 
countries and they are involved in business 
and industrial collaboration. They have got 
foreign bank accounts. There is one method 
of checking this. That is to improve our 
information system. The biggest weakness 
of our information system in the Foreign 
Exchange enforcement branch and Customs 
branch is that our information is inadequate, 
and whenever it is available it is too meagre 
; it is not up to date. The entire business is 
dependent on how fast we get information 
and how accurately we read in between the 
lines, because all these things are given in 
foreign newspapers. What are 
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abro.nl ? At what price do you sell   .' At 
what  rale purchasing  is  taking place ? So, 
our Customs Officers 

and our Foreign Exchange En-12 
NOON 

forcement Branch Officers have 10 
be trained on these lines. They should read 
foreign journals and understand what are the 
business trends going on and what activities 
are taking place. Now, this information has to 
be made available in the Min i s t ry  of 
Finance so that we can take action at our end 
as well as at the foreign end. 

Another method is that we can put a 
moratorium of 90 days and declare that 
anybody having foreign bank, accounts can 
bring the money_ to India. This may also . 
prompt people to bring in their money which 
is lying locked up. This is the foreign exchange 
which this country is so much in need of. 

There is another point. I do not know how 
to explain it. It has been perpetrated by our 
administration. We have got a regulation that 
anybody who has not gone abroad for 3 years 
has a right to go abroad and he or she will be 
given 100 dollars for expenses. If we are 
short of foreign exchange, we should rather 
see that nobody goes abroad and we should 
not allow anyone to go abroad. Suppose, we 
do want people to go abroad because it is a 
natural instinct in everybody to travel and 
educate himself, there is no harm in it. But in 
that case 100 dollars is a ridiculously low 
figure. Even a most honest person is pushed 
to the walJ and he has to go and violate the 
foreign exchange regulations because in 100 
dollars you cannot survive even as a beggar 
in a foregin country. This is the joke about 
100 dollars. We will give 100 dollars. 
Naturally, every man or woman has to write, 
to 10 persons saying : Please give me money 
abroad ; I will give you here. Why do we not 
be realistic ? Why don't vvc recognise the 
minimum requirements of every .person not 
for luxurious living, but for ordinary living, 
in. a foreign country ? 

Having recognised this thing, it is not proper 
that we restrict it only to 100 dollars. Th;ii i-. 
tfbal prompts and encourages | to indulge in these 
malpractices. Wc want that in this country we 
should have businessmen going abroad in order 
to get contracts. We are a developing country 
now. We are not v. hut we were some 50 years 
ago when we were doing business only inside 
the Country. We are an exporting country. 
Every businessman going abroad has to live 
there properly and conduct his business. What 
happens today is that he has perforce to go and 
purchase dollars in the black market. Why 
don't we make that money ? Let us issue extra 
foreign exchange at a higher tax. We, as a 
Government agency, cannot charge the black 
market rate. But certainly we can impose extra 
tax for issuing extra money. There would be 
many people who will be willing to get more 
foreign exchange in this way. By and large, a 
person is a law-abiding citizen. He violates 
rules only when he is forced to do these 
things. This is one thing. 

Secondly, we know that in our country, we 
talk of the brain drain. Many students, 
engineers, doctors, technicians and scientists 
are going abroad and staying there. They are 
not living in a sumptuous way. They are not 
living luxurious lives. They, being Indians, 
know how to conserve their money. They have 
accumulated a sizable amount of dollars in 
foreign countries. Now, we should know how 
to tap that money , . . Today, our regulations 
are such that nobody can bring in dollars to 
the country with the hope that they can be ever 
changed later on. We should have free 
convertibility in this country. If a student 
wants to come back and wants to bring 5,000 
dollars, he feels that he should leave his 
money outside because after some time, if he 
wants to go back or his children want fo go 
out. they will be able to use that money. It is a 
natural instinct. Make him feel that if he wants 
the foreign exchange later, he will be given. 
Let him bring the money from outside and 
later on he should be allowed to change his 
money up to that extent. At least, you will 
have 5,000 dollars which are lying locked up 
and wc can make use of 
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Chal money. This will make people more 
patriotic. Sir, the pull of the motfiet land 
is so great, the oSectioB ei Hi. i . m i i l v  is so 
great thai ilic man after coming to this 
country docs not Want to go buck. He will 
stay here provided he has this confidence and 
this sense of security that his money, 
whenever he wants, can be changed to the 
amount that he had already brought in. After 
all, he starves there ; he works there like a 
waiter or a shoe-shine boy or selling the 
things. Let that money come. What is wrong 
about letting that money come '.' That is a lot 
of foreign exchange which will run into 
crores of rupees. Drop by drop, they will 
come to the country and they will improve 
the situation. 

Now, Sir. the last thing to which Mr. 
Sardesai also referred, is about foreign 
collaboration and the foreign concerns going 
on in this country. He mentioned about a 
number of things. I will give you only one 
instance of the Colgate. Sir, the Colgates are 
supposed to be a foreign concern and they 
make tooth-paste and tooth-brushes in this 
country. I would like to submit for the 
information of this House that the Colgates do 
not have any industrial house or industrial set-
up or factory in this country. All that they 
have is only a Marketing Division. They 
started with seven lakhs of rupees of 
investment and their annual turnover reached 
more than seven crores of rupees. Sir, it is the 
goodwill name. We are accustomed in the 
morning to the red carton containing the thing 
and that is called Colgate. Otherwise, they are 
not manufacturing it. It is the local, indi-
genous manufacturers who are producing their 
tooth-paste. They are not able to sell because 
they do not have the .sooawill name and they 
sell to the Colgates, and the Colgates put the 
stamp and sell it at four times the price. Sir, 
these are the companies which should be 
stopped forthwith. Why should we have this 
kind of companies which are Nourishing on 
the economy of this country? We can survive 
without the Colgate toothpaste,  arid  let   me  
tell  you  that the  Ame- 

rican Colgate taste is very different lrom the 
Indian Colgate because, that is riot one and 
the same formula. So, this is outright 
cheating. J his is ihc same thing with the 
Bata. All the shoes are made in Agra and they 
are stamped Bata'. And here we are forced to 
pay Rs. 2lJ.M> on each shoe, even of 
children. These arc the things which the 
Ministry will have to'take into consideration. 
But before doing this,—I don't say that this is 
restrictive measure—we ought to have a 
national strategy on this issue. We vvant 
thei r  technical help but the strategy should 
be laid and enforced. Unless this rational 
strategy regarding multi-national corporations 
is though! out. planned and communicated, it 
cannot be done. So, it is a more important and 
urgent request to the hon. Minister that we 
should re-examine this on policy lines and 
implement it after going into the details of 
this strategy. Now, T have some positive 
suggestions about it. 

Sir, as you all know, ours is a country 
which has the largest animal population in 
the world. Therefore, naturally, our 
production of hide is the highest. Yet, 
our leather goods are not at all there 
anywhere in ihe world market. We send 
out abroad only raw hide. It goes to 
Italy which gets it processed. It comes 
back and we purchase it in the form of 
various fancy goods. Sir, today, our lea 
ther industry is in the hands of very poor, 
illeterate modus who do not know how to 
improve this procssss. This should be 
g iven  the top priority on the Government's 
list so that we send out only the finished 
goods and not this raw hide and thereby 
miss all this foreign exchange which is our 
right. All over the world, the beautiful 
leather that is available is actually from 
the hide from our country, it is only 
when it is processed in a beautiful way 
that we get it from abroad. So, this is 
one thing which can be looked into. Simi 
larly, the iron ore. We are just exporting 
our mother earth, mother India, from this 
country in the bowels of our ships. Why 
can't we go in to establish the processing 
industries   ?   We know     the   ' tochno- 
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logy. That can be done. The othei point is 
that we have got the petrodollar countries 
across our borders. We should encourage 
them to come to our country and start their 
production. There is a difference in 
collaborating and doing their work in their 
country and prompting them to come here so 
that they bring their money, they use our 
labour, they use our property and give rent' 
for using our property, and produce goods of 
our requirements and at the same time sell 
them.    So these are the business things. 

We in the Government and the ruling 
party are in the business and are making 
money for our country and our people. If we 
make money for our people, then only prices 
can come down, and then only poverty can 
be eradicated. And this can be done through 
the hard way of evaluating every industrial 
project. And that is the ultimate objective. It 
cannot be done piecemeal. And this is what 
the Government are doing. 

The last thing is import substitution. There 
are a number of sugge'stions lying with the 
Government. Indigenous technicians in this 
country have developed their own know-
how. Still our licensing policy continues to 
be such that the licence remains bogged 
down for two or three years. The proposals 
on chemicals are there. The textile proposals 
are there. But the innovations are not yet 
accepted. They are lying in the Udyog 
Bhavan's galleries and are gathering dust. 
All these things should be co-ordinated. In 
T.T. Krishnamachari's time there used to be 
a Department of Coordination in the 
Ministry of Finance and there they used to 
study how the foreign exchange is to be 
procured, how to co-ordinate all these 
industrial proposals and how to make them 
serve best the interests of this country. 
Therefore, I would say once again that if 
necessary let us once more start the 
Department of Co-ordination and implement 
the suggestions which would bring out the  
best in the country. 

SHRI       BRAHMANANDA       PANDA 
(Orissa)   :  Sir, I rise to lend my whole-1 

hearted support to this measure and the 
amendments relating thereto. Much of the 
ground has been already covered by the 
previous speakers, Mr. Sardesai to my right 
and Mrs. Sumitra Kulkarni to my left. I would 
only point out one danger of emergency 
which I hope the Minister will take note of. 
Mr. Sardesai has talked about racketeering in 
foreign exchange and smuggling while Mrs. 
Kulkarni has talked about conservation of 
foreign exchange. But the main purpose 
before us is preservation of democracy. 

Sir, I am not that innocent as to believe that 
smuggling is done only to satisfy for personal 
greed by smuggling goods, by clandestine 
means or by having posh houses to live a life 
as modern civilisation provides. But, Sir, 
there is a sinister move behind this all, 
namely, to disrupt our economy, to really 
destablise our democracy. Therefore, Sir, I 
would appeal to the Minister to find out who 
are the people abroad behind this move, 
whether naml or benami, wherefrom do they 
operate, what is their background and so on. 
Are they connected with any multi-nationals'' 
Are they connected with countries which are 
inimical to us? All these things have to be 
seen in their proper perspective. If I may put 
it that way, this emergency is like providential 
light in an atmosphere of enveloping 
darkness. But the Government should keep 
their eyes wide open, otherwise there may be 
dark avenues, nooks and corners where these 
anti-social elements will make their 
fissiparous    move. 

I might remind you, Sir, that when these 
smugglers were detained in 1974 there was an 
uproar from the middle benches. 
Unfortunately, these benches are vacant 
today. It is not that these people are so 
innocent. No, Sir, certainly not. They too had 
something to do with Cooley Mastans. 
Cooley Mastan was to play a role with these 
dark forces. What was that? It was foreign 
money coming through these channels and 
reaching these forces.   This is    all to be    
looked    into. 
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During emergency if you take some measures, 
it will not be enough to put some people behind 
the bars. We must see that the entire smuggling 
operation ceases. It is not enough to cut down a 
tree. Though the tree has been cut down the 
roots are still underground. The tree may be cut 
down in India but the roots are beyond the 
Atlantic. So these things should be looked into 
in their proper perspective. I would suggest to 
the Minister to have a special committee of a 
higher level both of the Home Ministry and the 
Finance Ministry. And there should be some 
top officers to review every case. 

Sir, a visiting tradesman of Kerala who had 
recently been to the Gulf countries and Middle 
East told me that there are certain India-based 
people and Pakistani national who are partners 
in this business. Are they doing only this 
business there? The Gulf countries are friendly 
to us. Our people can go there and find out, in 
their own way, what business these people are 
doing, what other business they are doing and 
with whom they are connected, whether it is 
America, China or some other country who are 
not very friendly to us. Therefore, this 
smuggling was meant nol only to disrupt us on 
our economic front but also to provide money 
to the dark forces to destabilise our political 
front. These are the two things which must be 
looked at in the same picture. They are not two 
different pictures because the political outlook 
of our country reflects the economic outlook of 
the country. Those who were shouting loud that 
the economy was being disrupted, that the 
economy was going down and down, that 
Shritnati Indira Gandhi was completely ruining 
the economy of this country, had some motive 
behind it. They knew that by disrupting the 
economy by sapping the morale of the people 
and by taking away our self-confidence they 
will be able to destabilise our political balance 
and put an end to democracy. 

Sir, I will not take any more time because 
repetition will bore you. This is the only point I 
have to make, that every case 

has to be looked into in its proper pers-
pective to find out whether nami or 
benami who are with them either inside or 
outside. 
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MR. DEPUTY CHAIRMAN : The House 
stands adjourned till 2.30 P.M. 

The House then adjourned for 
lunch at fifty-six minutes past 
twelve of the clock. 

The House reassembled after lunch at 
thirty-two minutes past two of the clock. Mr. 
Deputy Chairman in the Chair. 

SHRI     KHURSHED     ALAM     KHAN 
: (Delhi)   :   I   rise  to  support  the  Dill.    But 
it is  an  interesting  experience  to  be  the 
last  speaker of  the  day.   with   all   the  ad- 
j vantages   and   disadvantages.       Advantages 
are that whatever is to be said iias already 
j been   said.    Disadvantages   are   that   there 
j is nothing more to be said . . . 
i 

{Interruptions) 

In any case, in fact, this Bill has been 
introduced not a day too soon. Frankly. it 
seems to me a matter of surprise as to why 
vve failed to foresee the lacunae, weaknesses 
and shortcomings, which frustrated our earlier 
efforts which were made by our Ministry and 
our Administration. The mover of the 
Statutory Resolution had perhaps no legs to 
stand and hence adopted the best course of 
escapist method bj remaining away from the 
House. 

The smuggling and clandestine trade 
operations had assumed alarming proportions 
in the country. And this is a very i bad 
situation. It is unfortunate that we lost very 
precious time in realising the seriousness and 
gravity of the matter before initiating necessary 
effective  action. 

Sir,  it  is obviously necessary  that  when 
we embark on tiny such venture or launch 
a  drive  against   smuggling operations,   we 
must  have  more   initiative,  more  imagina- 
! tion and drive, otherwise we shall certainly 
| fail to  achieve the desired  results.    I  fail 
: to appreciate as to why we waited for this 
' emergency  period,  to be more active,  in- 
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Breathes there a man with soul so dead, Who 
never to himself hath said 'This is my own, 
my native hind", If breathes there such, go, 
mark him well, For him no Minstrel, rapture 
swell, 

High though his titles, power and pelt, 
The wretch concentered all in self, 
Living shall forfeit fair renown, 
And doubly dying shall go down. 
To the vile dust from whence he sprung, 
Unhoncured, unwept and unsung. 



 

stead of realising our responsibilities and 
taking necessary action to curb this menace 
in the country. 

i 
This U not the thing only with this De-
partment.   In   fact,   many   other     depart-
ments have acted in    the same    manner, lor 
instance,   the  railways  have  done  the same 
mistake.   1 remember that a number j of 
questions were    asked about    ticketless 
travel and the usual answer was rhat they 
were aware of the problem  and  that  we 
have to live  with this problem.    We  find  
that they are  so active today. Why could they  
noi  be  a  little  more  active  at  that | tunc 
instead of taking that passive attitude? j This 
department as well as any other de- | 
partrner4 should    realise their    responsibi-
lities  and   lake   more   initiative.   Otherw i 
e, this inaction will never pay.    A  very pe- j 
culiar s.-fttation and atmosphere prevails in 
the  country   today.   Ir   is  normal   with   the 
business  and  trading community  that  they 
feel thai   without  entering  into clandestine 
operation-   and   nefarious   activities,      per- 
. haps fhej cannot make the accessary profits 
j on   their     investments.    Obviously,     
they j are  TV  satisfied  with  the  reasonable     
expected  return  on   their     investments    
and perhaps in their desire to become rich 
overnight at the expense of the common man, 
they indulge  in  these  nefarious    activities 
which have to be curbed. 

Another important question J would like 
to ask the hon. Member is that a lot of 
smuggling is done in the country. There are 
things which are brought into the country 
from outside and things which are smuggled 
from one State to another State. When action 
is taken against the smugglers, their goods 
are confiscated. Why are the transporters not 
punished':' Why their licences are not 
cancelled? Why their transport vehicles are 
not confiscated? Unless this is done, we will 
not be able to discourage movement of 
smuggled goods and movement of goods 
which will make Mack money. We have to 
remove this impression both from the minds 
of the traders and the transporters that they 
can get away with whatever they like to do. 
The  transporters  must    realise   that    they 

cannot escape the responsibility. We must 
do this and face all the difficulties. If any 
problems crop up, we may bring about 
fresh legislation, if necessary, to meet the 
situation. 

Sir, a lot o£ things have been said about the 
leakage of foreign exchange. I would like to 
mention one particular source of foreign 
exchange leakage and that is through the 
tourists who arrive in this country from 
abroad. Approximately, 5 lakh tourists 
arrive in the country from abroad and they 
spend hundreds and thousands of dollars 
and other foreign currencies in this country. 
No doubt, now there are certain restrictions 
that the foreign tourists have to pay their 
hotel and accommodation charges in foreign 
exchange. But a lot of money is utilised 
otherwise and this has to be stopped. Some 
definite action has to be taken to prevent 
this sort of leakage of foreign exchange. 

Another important thing is that in all the big 
cities, wherever you go, you find a large 
number of shops stocked with foreign 
imported goods. Why do we fail to find out 
the source of supply of those things, how did 
they arrive in fndia and how did they come 
into the market? What was the source of 
importing them and who has imported them? 

This has been done for a long time and 
practically everybody, who is concerned and 
who is not concerned, knows about it and 
knows it very well. Yet, they all wink at it. 

Sir, another important thing about which [ 
would like to invite the attention of the hon. 
Minister is the large-scale evasion 
! of excise duty, particularly on tobacco, and 
the  nefarious trade  in opium  in  so  many 
j districts in so many States of the country. I 
suppose, in Uttar Pradesh alone, about Rs. 5 
crores of excise duty is not paid by these   
tobacco  dealers,   and   they   smuggle 
j out  tobacco  from  the  State  or  from   one 
I district to another district without any di-
fficulty. Who is responsible for taking it out, 
what the officers of the excise dcpart- 
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ment are doing, is a mystery to all of us. 
Unless immediate and effective measures are 
taken, we would not be able to stop this sort 
of evasion of excise duty. And in this also, I 
must again repeat that the transporters are 
equally responsible and contribute to the 
nefarious activities of the smugglers and 
those people who try to avoid or those who 
do not pay the due excise duty on tobacco. 

Sir, another important thing  is  that unless 
the respect for the law  and order is restored at 
the district level, at the    tehsil level, at the 
village level, nothing will be achieved.    Our    
cities,   our     metropolitan cities, do not 
represent the whole country. We have to go to 
the districts, we have to go  to  the tehsils,  we 
have  to  go to  the villages and restore the 
respect for law and order,  and  put  the   fear  
of  God  in  the hearts of the people and 
ensure that they realise   that  now  the  
Government  means business   and   that   it   
is   no   more   going to  act like  a Seva  
Samiti.  And  for  this purpose, the best thing 
would be to confiscate all the goods, all the 
vehicles utilised for nefarious activities, and 
also the property owned by such persons who 
are known for their nefarious activities. Whe-
ther   those   properties   are   in   their   own 
names or benami, we must find out as to how 
they  have  been  able    to    construct those   
palatial   buildings   and   whether  the known 
resources of the people concerned will enable 
them to construct or own such palatial  
buildings.     The  onus  of  proving should be 
on the owner and failing which they must be 
confiscated. And only then, we would  be able 
to achieve the desired results. 

Sir, today, in the Emergency, people are 
amenable to discipline. Let us bring back 
discipline. Let us make them more 
straightforward. Let us make them more 
honest. And this is the time when we can do it 
by legislation, by executive action and by 
involving really good, honest people from the 
public. Tf this is done, I , 

I am sure, it wtll strengthen the hands ot 
the executive, it will strengthen the hands 
of the Administration and it would be 
possible for us to achieve the results that 
we are looking for. Sir, the Bill under 
consideration will certainly meet all the 
requirements that we want. But imple-
mentation is the main factor. Unless the 
implementation is there, unless it is not 
there in a very effective manner and 
through the effective, honest agencies, it 
would not be possible to achieve the de-
sired results. 

Large properties have been acquired, in-j 
eluding benami properties, which, as I 
said, are in the name of the people who 
are known for their nefarious activities. 
Immediately a stock of such properties 
should be taken and investigations should 
be initiated to find out as to what were the 
sources from which money was obtained 
to acquire these properties and such real 
estates built up. 

Sir, in this session there was a burst of 
poetry in the House, just like a mass 
bloom of roses in winter, there has been' a 
mass bloom of poetry in the House. I also 
! used to quote couplets in my speeches 
but I refrain to do so today. I propose to 
end up my speech with a reference to a 
scripture and by scripture I mean tin-New 
Testament and I quote : 

"No man having put his hand to the flow 
and looking back is fit for the kingdom of 
God." 

Thank you. Sir. 

SHRI PRANAB MUKHERJEE : Mr. 
Deputy Chairman, Sir, I am grateful to 
the hon. Members for making their ob-
servations especially as all the Members 
have welcomed the various provisions of 
the Bill and have supported the measures 
which have been taken against the smug-
glers and foreign exchange racketeers. 

Sir, the hon. speaker who spoke just 
before me raised a very salient point, 
namely, as to why we had to come 
forward with these provisions in the 
amending Act 
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i emergency     certain    fundamental     rights j 
provided  in the  Constitution remain sas-J 
pended.    I can only resort to these provisions 
so long as the emergency continues. Therefore 
it would not be    possible    for us . . . 

SHRI   KHURSHED   ALAM   KHAN : 
Then you go back to the old position. 

SHRI   PRANAB   MUKHERJEE :      We 
will have to go back to the old position j so 

far as  the  reasons of detention being 
mentioned are concerned. You cannot help j 

this unless you change the Constitution. 

SHRI   KHURSHED   ALAM    KHAN : 
Amend it. 

SHRI PRANAB MUKHERJEE :    That 
is a separate matter. 
I 
SHRI    KHURSHED   ALAM   KHAN : 
And, you are doing it very often. 

SHRI PRANAB MUKHERJEE : That i is 
not the question.   But you cannot bring 

all the subjects within the discussion of j one 
Bill, particularly a small Bill like i this. 
Therefore, it is not correct to say I that 
because there is emergency we have ' come  
forward with certain measures  and 

when there was no emergency we did i not 
take any action. 

Sir, I would like to quote some figures, 1 
even ' at the risk of bothering hpn. Members, 
only to convince that this is not a sudden spurt 
of action which Government j has taken up. 
Since September, 1974 when MISA was 
amended and applied to (he smugglers and 
foreign exchange racketeers, it is a continuous 
process and if anybody takes the trouble of 
looking at the figures he himself will come to 
the conclusion that at no stage since Septem-
ber, 1974 Government has slackened its 
activities. It is known to the hon. Members of 
this House that MISA was replaced by the Act 
COFE POSA in December, 1974 which 1 had 
the privilege of piloting on the floor of this 
very House and which came into existence on 
the 19th December. 1974.    On that date, Sir, 
the total number 

during the emergency and what we were 
doing when  the emergency did not exist. 
Sir, if he kindly looks into the various 
provisions of the Bill, he himself will 
come to the conclusion that    the    
amendments proposed in the Bill have 
been made as a result of the experiences 
gained during the course   of   the   anti-
smuggling operations. 1 or example, Sir,  
in  the  amended provision of section  5A 
of the Bill we    have indicated that if 
somebody is detained on more than two 
grounds and if one or two grounds or 
some grounds are vague, nonexistent or 
not relevant as per the  order of  the  
courts  and  the  other  grounds  remain 
valid, it will not be possible for the 
courts  to release  a detenue as  they used 
to do on earlier occasions with the result 
that  if out of ten grounds one  ground is 
bad,  this is a  fit case for detention. This 
thing came  to light  through the observa-
tions of courts in certain cases  and  this 
is a legal matter which could not be fore-
seen and which cannot be foreseen in  a 
casual   manner.      Therefore,   when   
these exigencies arose we had to 
counteract and we took the opportunity 
of bringing this piece of legislation. 

Similarly,  Sir,  as  I  have  already men-
tioned    while    making    my    
introductory remarks, smuggling  and 
foreign exchange racketeering are not 
merely indulged in by a section of the 
population to amass their profits and to have 
a good fortune but at the same time these 
activities are distorting the economic 
activities in the country and, as has been 
correctly pointed out by some  hon.   
Members,  contributing  to  the j forces of 
destabilisation which are against the very 
basis of the foundations of the structures   
which   we  are  trying  to  build up. 
Therefore, we  have taken the oppor- , 
tunity ot the emergency and provided that 
so  long  as  emergency    continues,    there 
j would   be   no   need   of   giving   reasons  
of • detention to the detenus. 

SHRI   KHURSHED     ALAM     
KHAN: What happens afterwards ? 

SHRI  PRANAB  MUKHEREE :   After- 
! wards it will lapse because it is a consti



 

(Shri Pra&ab Mnkherjee] I 

of people who were detained was 527. Lip to 
l'>th July.  1975, 715 addition detention orders   
have   been   issued.   Therefore,   the i 
number of detention  orders  has     almost 
doubled. Looking at the figures of seizure | 
one would definitely come to the conclu- i 
sion that  the  number of seizures has in- j 
creased   almost  every   month,   and   if   we I 
take the starling point from the month of 
September,  1974 when    vigorous    activity 
starting  so  far  as  smuggling  and  foreign 
exchange racketeering are concerned, in the 
month of September.  1974 the total  number 
of seizures was 3,999.    In  October it was   
4,0(15,   in   November   4.068.     in   De-
cember 4,701,  in  January 4,807,  in  February 
4,829, in March 4.762. in April 4.526 in May 
5.020 and in June 4.600.    These are 
provisional figures. Therefore, one can 
reasonably  come  to  the  conclusion   from 
these    figures    that this is not a sudden spurt  
of  action  because  there  was  emergency  
and   therefore  the  Government   has come 
forward  with  a    heavy     hand    on 
smugglers and foreign exchange racketeers. 
Since we started our campaign and action 
against smugglers in September. 1974, un-
abated, continuous efforts are going on so far 
as the  raids  are concerned,  so  far  as 
seizures are concerned and so far as detentions 
are concerned. But. at the same time, it   is  to  
be   kept  in  mind  that  we   have to work 
within the framework of law and while 
operating,   while  functioning  in   om 
experience if we find that  certain difficul-lies 
are coming in the way, there is nothing wrong  
if  we  come  forward     before    the House 
and try to amend the various  provisions   of   
the   laws   to   suit   our   requirements. This is 
such a piece of legislation. 

Another factor is to be kept in mind. 
While the number of raids is increasing. the 
quantum of the total goods seized is 
decreasing. Somebody may take fancy of 
saying that perhaps after September-October 
Government has slackened its activities. 
Government started dragging its feet and the 
entire smuggling operations were as they 
were before the crackdown and our activity 
came to a halt.  But that 

is not correct. There are three or four clear 
indications which can show that 
smuggling activities are being gradually 
reduced considerably every month. But if 
we come to the conclusion that merely by 
taking preventive measures, merely by 
de ta in ing  people and conducting 
searches and raids these smuggling 
activities could be done away altogether, 
perhaps it Would not be correct. There are 
certain other factors also on the economic 
side. If we cannot take care of those 
factors side by side, we can reduce the 
smuggling to a certain extent but it would 
not be possible for us to eradicate it 
completely. 

That     is     why.     a   lotal   package    
deal. 
' a total economic programme, is chalked 
oul    to    lake      care    of    ihe    
problems. 
! My     friend     has   asked,     why       we     
do 
j not take care of the transporters and 
transport. I can just give him the figure 
about the number of vehicles which have 
been confiscated during the last year, 
1974. Il was 763. Therefore, it is not a 
fact that we allow   the transporters to go 
on smug- 
I gling and carrying smuggled goods. Sir, 
even under the main Act those people 
who 
i are   to   be   detained   arc  the   major  
traps 
j porters, the major dealers of the smug-
gled   goods   and   those   people   
particularly 
j who are the kingpin, who manage the 
whole show remaining behind the scene. 
These are the people who are to be de-
tained under this Act. Therefore, it is not 
j correct lo say that we are noi taking care 
of the transporter and we are allowing him 
j go his own way. I am talking of the vehi-
cles which have been caught while operat- 
i ing smuggled goods. The total number of 
j confiscations   in   the   year   1974  
comes  to 
! 763. 

I do entirely agree with the hon"b!e 
i Member that until and unless we take 
care 
\ of the properties which are being created 
I by the smugglers perhaps it would not be 
: possible for us to do away with me 
nace altogether. ft has been pointed 
j out      on       many     occasions on     
the 
; floor  of  this    House,     and   recently     
also 
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the Finance  Minister has announced  that ' 
we are going to bring a very comprehensive  
piece   of   legislation   to   take   care  of j 
the problems of the properties  which are ' to  
be  confiscated,   but  we  shall   have   to 
take care of certain handicaps and certain ; 
predicaments.       We  shall   also  have     to 
identify  the  properties;   we  shall  have  to; 
locate the properties; we  shall    have    to 
build  up  the links  with  these properties— 
because   definitely  these   would  be  
hcnanii: not in the name of those    persons     
but . other persons.  It is not a fact that Gov-
ernment   is  not   taking  any  measures     in 
that   direction.   I   can   mention   one      
step which has  been  taken  recently, about  
surveying   the   luxury   houses   in   posh   
areas, where  teconte-tjus  people are  taking  
care .   problems and working    in    close 
ion with cer ta in  other central agendo. 

One hon'ble Member, while making his 
observations, asked: Why can't the Gov-
ernment have a very high-powered com-
mittee to look into various aspects of the 
economic offences ? I can assure the hofl'&e 
Member that already such committee exists. 
One official committee is there under the 
chairmanship of the Cabinet Secretary. And 
not only that. Sir, a group of Ministers also 
looks into the problem, including myselt and 
my esteemed colleague Mr. Om Mehta, 
because the various agencies which are 
dealing with economic offences are either 
under the Home Ministry or under the 
Finance Ministry. A group of Ministers has 
already been constituted to look into these 
matters and to coordinate. And I can tell 
you, Sir. that as a result of these measures, it 
has been passible for us to take an overall 
stock of 11','.  whole situation. 

Mr. Sardesai, while making his obser-
vations, has suggested that we should take 
very deterrent measures against the foreign 
exchange racketeers. 1 do entirely Bgre* 
with him. Foreign exchange racketeering is 
no' taking place merely by smuggling in or 
smuggling out goods, but at the same  time  
under various other  measures. 

even by utilising the normal trade channels, 
through over invoicing and under-invoicing. 
These matters are also being looked into. The 
Foreign Exchange (Regulation) Act which has 
been passed by this very House contains 
certain provisions in this regard; and even in 
this Act we are laying more and more 
emphasis on racketeering in foreign exchange. 
Sir. the hon'ble Member wanted to know how 
many people have been detained on the charge 
of racketeering. Up to 19th July, 1975, there 
have been 134 detenus relating to foreign 
exchange racketeering only out of the total 
number of detention orders issued till  that 
date. 

Therefore,   this     is     a     comprehensive 
measure . . . 

3  P.M. 

SHRI SANAT KUMAR RAHA: Why not 
chargesheet them ? They have been detained 
for gross violence of the laws. Why should 
they not be chargesheeted and produced 
before the court ? 

SHRI PRANAB MUKHERJEE: If J could 
produce them before the court with sufficient 
evidence, then, perhaps, 1 need not have taken 
the trouble of coming with a provision like this 
and being criticised bv the hon. Members. This 
is the type of evidence which could not be 
established in the court. The whole concept of 
the preventive detention is that you cannot 
establish it in the court as there is not 
sufficient evidence. Particularly, from these 
types of people, it is not expected that a top 
smuggler who is even a regular income-tax 
payee and who has a sizeable quantum of 
income would smuggle the goods or deal in 
the smuggled goods directly. These peole 
remain behind the scene. There is no direct 
evidence against those foreign exchange 
racketeers, those smugglers and those who are 
brought under the purview of this Act. There is 
no direct evidence which could be produced  
before the  court  as  a     result    of 
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[Shri Pranab Mukherjee] 
which they could be punished under the 
ordinary law. That is why this preventive 
detention... 

SHRI SANAT KUMAR RAHA: I want to 
know whether you have any figures of 
convictions   ? 

SHRI PRANAB  MUKHERJEE: I have 
some figures; but we are at present talking of 
the Preventive Detention. There are various 
Acts like Foreign Exchange Regulations,     
Customs  Act  and certain other Acts. But for 
the time being we are talking of the 
Preventive  Detention Act and these figures 
relate only to the preventive detentions of 
those who have been detained under COFE 
POSA. But if the hon. Member is interested,    
he can    raise this issue on other occasions. 
Therefore, this is not a fact that we are not 
taking care of    the problems  of the  foreign  
exchange  racketeering equally. 

Another member while making observa-
tions—and  if I  remember    correctly,    it was   
Mrs.   Kulkarni—laid  much  emphasis on the 
gold smuggling.  But, perhaps, she is mistaken.    
The present    trend      in gold smuggling  has  
reduced  to  a considerable extent  because  of 
the very  fact that the international price is 
equally high and the trend  of  the  smuggled  
goods    also    has changed considerably.      If 
I quote     two figures,  it  would help  the  hon.  
Members to  appreciate how  the patterns    of    
the j smuggled  goods  are  changing     
gradually. J In   1969,  the total  seizure  of     
smuggled gold  was in the order of Rs.   530  
lakhs while   synthetic   yarn   seized   was   in   
the order    of    Rs.     644     lakhs.     In     
1974,  j the     gold      smuggled     has      been     
reduced to Rs. 92 lakhs while synthetic yarn , 
smuggling increased  considerably, to     the 
extent of Rs. 2788 lakhs. Therefore, gold 
smuggling is not a very big problem for the 
country today. Same is the case with j silver.    
These are  not the particular types i of goods 
which are smuggled into the mar- [ tet. We are 
taking care of that. Not only that, we have 
taken certain other measures | also  to  see   that     
confiscated     goods   are I 

! not   used    as cover   for   further smuggled 
goods and for that, we have taken some I 
decisions   which   are   in   operation   for  
the I time  being.       From    the    6th    of    
June onwards,      the    confiscated    goods 
which I were usually to  be     disposed of 
through the      co-operative    societies,    
have    been stopped,  except in    the    case    
of perishable goods. We want to survey the 
market j and we are looking into the impact 
on the j market. At the same time, there are 
cer-I tain proposals which are under the 
consi-| deration of the Government to revise 
the j baggage rules also. In certain    areas    
we I have found that taking advantage of 
these J baggage  rules    sometimes,  these    
customs j clearance   certificates   and   other   
types   of documents are used as cover for the 
smug-J gled goods. Therefore, we are 
considering in  that  direction  also  and very  
soon    it j will  be possible  for  us to  arrive    
at    a decision. 

Another point has been mentioned by 
another hon. Member that we are taking 
measures against the smugglers and foreign 
exchange racketeers but why we are not 
taking sufficient measures to clean the ad-
ministration and to see that the erring officers 
cannot build up any collusion with the 
smugglers. In that direction also. Sir, when 
the operation started from September 1974, 
we have already taken certain steps and I can 
assure the hon. Members that there too, we 
have taken actions against a considerable 
number of officers. 
Of course, the measures which we have taken 
could not be strictly treaty as all punishment. 
Some of them are by way of punishment and 
penalty and some of them have  been  taken  
in  the  routine  administrative manner. Since 
September,  1974 the total   number of 
officers  transferred from vulnerable areas is 
339. Officers who have been   recommended   
for   premature   retirement  are   106   and   
officers  against  whom premature retirement 
has already been decided     are     72.    
Officers     against   whom disciplinary   
action  has   been   initiated   are 39. From 
these figures hon. Members will definitely   
appreciate  that  there   is     quite a sizeable 
number of officers against whom action   has  
been   taken,   keeping   in  view 
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that this is an organisation which should act 
promptly. At the same time, there should not be 
any erring personnel or men of doubtful integrity 
within the organisation. 

Before I conclude, I would like to mention tha* 
these are the various administrative measures 
which we have taken. Even in this Bill where we 
have taken some drastic powers or important 
powers, they would be applied judiciously. This 
has been done out of the experience we have 
gained during the operation of the Act. These 
powers are essential and necessary. Otherwise, we 
cannot take care of the problem. We cannot do 
away with the menace which has been created by 
these smugglers and foreign exchange racketeers. 

Certain extraneous matters have also been 
referred to and I would like to touch only one 
point and that is about the evasion of excise duty. 
This has been mentioned by Mr. Khurshed Alam 
Khan. We are aware that there are certain eva-
sions in respect of some commodities and it may 
be that tobacco is one of the commodities. One 
point has to be kept in mind. Last year's revenue 
realisation both on account of direct taxes and 
indirect taxes—I mean Central excise and cus-
toms—was practically an all-time high. 
Therefore, it is not a fact that there has been 
large-scale evasion. Still there may be some 
loophole. We are trying to plug the loopholes 
and it will be possible for us to take care of the 
problem. 

I hope I have tried to cover all the points 
which the hon. Members have mentioned. I hope 
this Bill will get the support of all sections of the 
House. Thank you. 

MR. DEPUTY CHAIRMAN: The question is: 

"That the Bill to amend the Conservation of 
Foreign Exchange and    Pre- 

vention of Smuggling Activities Act, 1974, 
as passed by the Lok Sabbn, be taken into 
consideration." 

The motion was adopted. 

MR. DEPUTY CHAIRMAN: We shall 
now take up the clause-by-clause consi-
deration of the Bill. 

Clauses 2 to 5 were added to the Bill. 

Clause 1, the Enacting Formula and the 
Title were added to the Bill. 

SHRI PRANAB MUKHERJEE: Sir, I 
move: 

"That  the  Bill  be  passed." 

The question was proposed. 
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SHRI PRANAB MUKHERJEE : 1 urn ! 
grateful to the Z7. Member" for his force-
ful arguments, but unfortunately neither 
am I to bring socialism through this piece 
of legislation nor am I responsible for 
land ceiling and all these things. The only 
relevant point with which I am concerned 
is, he has mentioned particularly about 
some officers of Rohtak. I would like to 
have the details. If he can kindly give it 
to me, I would look into it. Regarding 
attachment of property or confiscation of 
I property, I have already explained what 
steps we are going to take. 

MR. DEPUTY CHAIRMAN: The ques-
tion  is : 
"That  the  Bill  be  passed." 
The motion was adopted. 

MR. DEPUTY CHAIRMAN: The House 
stands adjourned till 11 A.M. on Monday, 
the 28th July,  1975. 

The House then adjourned at twenty-
three minutes past three of the clock till 
eleven of the clock on Monday, the 28th 
July, 1975. 
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