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The motion was adopted.

MR. DEPUTY CHAIRMAN : We
have a fixed hour business now and so we
will take up clause by clause consideration
of this Bill tomorrow.
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SHORT DURATION  DISCUSSION
UNDER RULE 176 RE STEPS TAKEN
BY GOVERNMENT ABOUT THE
EXCHANGE RATE OF THE RUPEE
FOLLOWING THE DEVALUATION OF
DOLLAR BY THE US.A.

MR. DEPUTY CHAIRMAN : Mr.
Bhupesh Gupta.

[Tue Vice CHAIRMAN (SER1 A, D, Mani)
in the Chair]

SHRI BHUPESH GUPTA (West
Bengal) : Sir, it is good that we are
having an opportunity to discuss the
statement made in this House yesterday.
Sir, the occasion should be used in
my view to review the situation—as briefly
as possible—arising out of the crisis of the
dollar, and the monetary system of the
capitalist world, and to devise our course
of action to meet the situation, Sir, the
last word has not yet been said in the
monetary crisis or in particular the crisis
of the dollar.

THE VICE-CHAIRMAN  (SHRI
A.D. MANI): Order, order. The hon.
Member is speaking ona very important
subject and all of us should hear it without
making any noise.

SHRI BHUPESH GUPTA: 1Is the
noise because we have been depending so
much on PL 480? Sir, we seem to be
living from hand to mouth. Hear at least
something on economics.

Now, Sir, the Statement which was
made says :

“At the present juncture it is all the
more important that we determine our
own action in terms of our basic object~
ive of increasing self-reliance, that is,
increasing export earnings and import
substitution.”
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Now this more or less was what was
the situation in 1966 when the rupee was
devalued, This is the stock argument
which is trotted out when financial steps
of this kind are taken. But by reading
the Statement one would get the impres-
sion that the Government has not
comprehensively examined the situation
or proceeded to take comprehensive

measures not only for today but also
providing for tomorrow. The capitalist
class

THE VICE-CHATRMAN (SHRI A, D.
MANID) : Order, order please.

SHRI BHUPESH GUPTA : They are
alien to economics. Tke capitaiist world,
Sir, especially dominated by the Interna-
tional Monetary Fund—that is only a
facade . ...

THE VICE-CHAIRMAN  (SHRI
A.D. MAND) : All those who go on
talking should go to the lobby and talk.

SHRI BHUPESH GUPTA : Mr. Raj
Bahadur is trying to mcbilise these people
for day after tomorrow so that he can get
the Constitution (Amendment) Bill passed.

Now, unfortunately, this isnot so. The
Statement still does not give an idea as to
what we are going to do and how to face
the situation. I am not going to convince
myself with the niceties of this or that
expression, or the steps that have been
taken. When1 got the news on December
19 about the devaluation of the American
dollar, 1 immediately wrote to the Prime
Minister and to the Finance Minister
requesting them that steps should be
thought over in a more comprehensive
manner. Anyhow 1 suggested to the
Finance Minister that a meeting of the
Consultative Committee should be held.
In fact a meeting was held on the 15th of
this month when 1 raised the point of the
likely devaluation of thc dollar and the
situation arising out of it. Thisis what I
wrote to the Prime Minister and ntore or
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less the same to the Finance

Minister,

“The news of the devaluation of the
US dollar has come and this is a most
welcome development from India’s point
of view. I am rather disturbed to learn
that some so-called experts in the Minis-
try of Finance are thinking in terms of a
corresponding devaluation of the rupee.
Itrust no quarter will be given 1o any
such evil proposal. What is necessary is
to take full advantage of the devaluation
of the dollar and to reformulate our eco-
nomic policies in relation to the West,
especially USA.”

Now this 1s the starting basis of my
speech. Similarly, I wrote to the Finance
Minister also. Now, Sir, so far I have not
gota reply to this letter. Mr. Chavan
generally replies to letters, but nowadays
he seems to be very busy with many other
things. The Piime Minister has also not
replied, but steps have been taken, when
Parliament was in Session, outside
Parliament which have been, in a way, a
fait accompli. Now, Sir, what is happen-
ing ? For the last two years or so the
American dollar wrs wobbling all the
time. It was heading towards a crisis as
a result of heavy military spending by the
United States of America in Vietnam and
other countries.  Mainly as a result of
military spending, the crisis which has
developed and which has led President
Nixon to issue his so-called order of August
15, is not a sudden development at all. In
this connection I must point out to you
that we are tied to the International
Monetary Fund and also in a big'way,
through our trade otherwise, to the world
capitalist system, especially the United
States of America, because much of our
imports come from the United States of
America. Much of our external payments
are to be made to? the Unijted States of
America on account of the debts we have
incurred from them. Now, Sir, between
1946 and 1949 the US was having.a
favourable balance of trade.  After the
~}Korean aggression, however, by the USA
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in 1950 the position began to change and
the position became passive insofar as the
US dollar was concerned. Then, Sir,
between 1950 and 1957, during eight years
the dollar deficit amounted to ten million.
It had started already. In 1970 the
deficit of the US in the balance of trade
in terms of the dollar was 10,800 million
dollars.

In the first six months of this year it
was 11,500 million dollars, It has been
calculated by economists that since
1950 the US deficit in the balance of
payments has totalled the staggering
sum of 62,000 million dollars. This is one
aspect of the situation. Simultaneously
with certain  countries like  West
Germany and other countries in Europe
and also with Japan huge accumulations
of dollar were taking place and US gold
reserve, which is supposed to give a
backing to that, was running much behind
the accumulation of dollar in West
Germany and other European countries
and in Japan. The crisis was developing
all the time in this manner. Actually the
free market price of gold rose from 35
dollars to 41 dollars. Now, that was
settled under the aegis of the IMF.
Before I pass on to the next point, I
must make a reference to the Bretten
Woods system which was worked out
under the domination of the dollar and
of the United States. Now, we have got
ourselves tied to the Breiten Woods sys-
tem and the International Monetary Fund,
which is actually a cover for the domina-
tion of the dollar. The IMF is reallya
cover, Under the IMF charter the par
value of the currencies of 117 member-
countries must be fixed in co-operation
with the US dollar and only via the dolla1
directly in gold Therefore the dollar was
in the centre of things. The currencies
of the member-countries of the IMF got
tied up with the dollar and they subjected
themselves to the vagaries of the dollar.
“In the beginning and even now they
are under the domination of the dollar.
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Then, Sir, it has been found out that
none of the targets set at the inception
of the IMF has been achieved. At the
same time the United States of America
has taken care to see that this International
Monetary Fund because of the tying up
of the economies of the various capitals
through dollar fully exploited to strengthen
the American economy, or the capitalist
or the imperialist exploitation of the
American economy at the cost of other
nations especially of the developing
countries.

Sir, except some who are in a better
position, who have created some problems
for the United States of America, Japan
or West Germany, many other nations
have suffered. We too have suffered.
Many IMF member-countries devalued
on more than hundred occasions their
currency in the course of 25 years of the
International Monetary Fund. Now at
that time things -were done under the
American pressure. Local currencies
were being devalued on account of pres-
sure by the United States of America, as a
result of the domination of dollar to which
they tied their economy.

Sir, our Rupee was devalued in 1966
as a result of the downright American
pressure. We submitted to it. And at that
time also it was said that it would help
our export promotion and help our import
substitution, that it would improve
nationel economy. But exactly the opposite
results were achieved, And yet the Govern-
ment has not learnt any real lessons from
the experience of ‘all these vyears in
order to meet a situation of this kind.
Therefore, Sir, 1 think the Government
should proceed with this matter in a
different way than it has done.

Sir, our total deficit in 1969-70 was
of the order of 4367 million in terms of
dollar. We ran into heavy deficit in
relation to our trade with the Unijted
States of America and West Germany.
This is a well known fact and T nced not
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go into the figures. I have calculated that
over the last five years or so our trade
deficit with the United States of America
has been of the order of nearly Rs. 400
crores. It was much higher a little before.
Now it is less taking the annual average.
We are indebted to the United States of
America today by nearly Rs. 4,000 crores
or over Rs. 3,000 crores. Much of it is
payable in foreign currency, in dollars,
That is the position. Now on what basis
the Government is making the statement
I cannot understand. Because we have
shown a slight appreciation of the Rupee
in terms of dollar, does it follow from this
that our export trade with the United
States of America and similar other
countries is going to show upward trend ?
There is no reason to think like that.
It is just a wrong way of putting things
because India’s trade with the United
States of America is not conditioned
merecly by the fact of equation between
the dollar and the rupee. At the moment
such variation is also determined by vari-
ous other factors, political factors, for
example. If the non-project aid is stopped,
as indeed it is going to, obviously the
area of operation in the U.S. would be
much restricted whatever you may say.
Therefore, let us not take it as if just
because you have done this thing our
exports will go up. Our exports will not
go up even to the extent you think they
are likely to goup because other factors
will be at work preventing an export
rise envisaged here. What happened to
our imports is very important. Ithink as
a result of this arrangement we will not
gain anything. On the contrary, we shall
be subject to their pressure all the time.
The Government said that they are
prepared, that they have got the margin.
The International Monetary Fund has
a certain margin and they will make
variations later on. What isthe Govern-
ment going to do in this matter ?

With regard to Britain, they have said
that the pound has appreciated. But it
is the other way round, perhaps, every-
where. Now, as far as this {s concerned
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what should be our approach in
a  situation of this kind ?
The Third World has been badly let down
by the United States of America. We
should take full advantage of the crisis in

the American economy in order to achieve

self- reliance and overcome our dependence
on them, and force them to do certain

things which in other situations they would
never do; I have in mind especially the
United States of America. If Japan and
West Germany could take certain bold steps
and have had their way—they could float
their currencies and so on—why can’t
we do something, not of that type, butin
terms of our economic policies in relation
to the West, especially the United States
of America, in order to achieve our objec-
tive of self-reliance? We are not Japan.
We cannot think of fighting the United

States of America or meet the situation as

Japan or West Germany would do. We are
highly dependent still even for our Plan
aid and other things on the United States

of America. Therefore, we have to think

of what we should do. The first conclu-

sion the Government should arrive at is,

delink as far as possible from the octopus

grip of the world capitalist economy, espe-

cially that sector of economy which is do-

minated by the United States of America.
You cannot run with the hare and hunt
with the hound. You cannot, on the one
hand, keep yourself tied, as in the past,
with the Western economy, with the imp-
erialist economy, and on the other, meet a
situation of this type. You cannot just do
so. You will bc overtaken in this competi-
tion all the time because they are still in
a very dominant position. Therefore, this
is very important, Self-reliance today can-
not be achieved like that at all. In fact,
our ljabilities in some respects will go up.
Our imports from certain countries will

perhaps be costlier. When Nixon declared
his package decal — import surcharge, 90
days’ wage freeze, etc. — on August 15, at
that time they were not thinking of deva-
Iuation of the dollar. The Americans were
thinking at that time that they would get
the other countries to revalue their curren-
cies so that they do not have a better
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chance for their export goods in the world
market. That was a roundabout way of
meeting the situation. But now they have
been forced to devalue the dollar and we
welcome the step, not because they have
done it out of generosity, but they have
been driven to that position which indicat-
es the crisis not only in the American mo-
netary system but in their economy as well.
There is actually a slump there. Unem-
ployment is growing. The American eco-
nomy is by no means in good shape to-
day. This is well known and the American
papers are writing about the state of their
economy. Now when we get them in such
a situation, 1 think we should take courage
in both hands and do something. What
should we do? First of all, as I said, delink
from the grip of the American dollar and
the Western system. Sir, our trade should
be really taken care of. We cannot just rely
on the American imports so much as we
are doing today. Nearly 30 per cent of our
imports come from the United States of
America under one pretext or another. 1
think that dependence should be overcome
now. Wecan do so provided we develop
our trade relations on a reciprocal, equal
basis with other countries which are pre-
pared to enter into such relations and are
ready also to start trade with us on a rupee
payment basis where no foreign exchange is
involved for any party to the trade; either
the exporter or the importer. That should
be our approach. 1 think, Sir, the Third
World market, apart from the socialist
market, should be better explored. We
should have better relations with the World
socialist system. The dollar is in crisis.
The IMF is in crisis. The Western econo-
mic system is wobbling and is in utter con-
fusion, whereas the world socialist econo-
mic system is not only not in crisis but is
going ahead. We should draw lessons from
it. Therefore we should turn our attention
to their system not only by way of diver-
sification of trade and developing new
fields of trade and commerce, but also by
way of other aspects of economic co-ope-
ration, This is very important. (Time-bell
rings.} 1 should get half-an-hour.
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THE VICE-CHAIRMAN (SHR A.D.
MANI) : No. 20 minutes. There are
nine speakers.

SHR1 BHUPESH GUPTA : Who
decided it ?

THE VICE-CHAIRMAN (SHRI A. D.
MANI) : That is the advice I have
received.

SHRI BHUPESH GUPTA @ 1 am
finishing. 1 like your advice, though this
is a wrong advice. You did not even
invite me to the Western Court . , .

THE VICE-CHAIRMAN (SHRI A. D.
MANI) : Yinvite you now.

SHRI BHUPESH GUPTA : lam
finishing just now. So this one point is
very important. The second point is you
have to declare a moratorium. Today you
have got a very good opportunity. If you
declare a moratorium on the repayment of
debts  or servicing of debts or
payments in  connection with that,
the United States of America is concerned.
They are in such doldrums politically and
economically. It will not be a retaliatory
action either. Politically they are taking
action and in the economic field also they
will take action because they want to
punish us. They want to create difficulties
for us. They have given you Bhutto there
to keep you all the time busy bringing
pressure on us. After all, Bhutto is only
Nixon’s mouth-piece. It is their mouth-
piece that has been put in Islamabad to
keep you under constant pressure. There-
fore, America will create problems for you.
So then we cannot take it for granted that
they will do anything better. In fact,
they are doing all kinds of things against
our economy. They have declared it and
other countries are also trying to pressurise
them to take certain economic actions
against our country, Then why should we
nott ake action as far as this is concerned?
This is very important. That would be an
act of self-reliance. Secondly, T think we
should be fully justified, as other
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countries have been justified in taking
action in a comparable situation,
for stopping  certain remittances
abroad.  Foreign  ecxchange drain is

taking place from our country. At the
investment level the net investment s
negative. We are getting much less than
we are sending out every year by wav of
profit, dividend, commission, royalty and
so on. Why cannot we put a stop to these
foreign remittances in order to conserve
foreign exchange and also have resources
which you can utilise for buying essential
things for our developmental purposes from
the world market ? That is very, very,
essential. T do not seec as to why we
should not go into this other question of
developing our relations with these
countries which are prepared to enter into
trade with us on economic terms. In this
connection, the Government must also
take into account the British entry into the
European Economic Community and the
Common Market which Jawaharlal Nehru
some 10, 15, 20 years ago described, would
be a bloody blow to our economy. Today
- it is a settled fact. It is being opposed by
the section of the Labour Party. The
Labour Party is opposing it. But they are
determined to join it. If they do it, certain
preferential advantages that you are enjoy-

ing in the British market will be
gone and you will be faced
with a terrific competition from other

countries. In fact, the entire scheme of
the European Economic Community and
the Common Market is designed to exploit
the underdeveloped countries, especially
the African countries, and we know it
for a fact and it does not need us any
more. And when Britain is going in that
direction, when America is taking such
steps, when America before devaluation
took certain unilateral action on import
surcharge and so on without bothering
about what will happen to the developing
countries, certainly we should not show
generosity 1o them. The UNCTAD has
completely failed. One per centof the
£ross national income had been the
demand of the so-called Group 77 and
other developing countries, almost
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unanimous, at the UNCTAD meetings and
so on. Many of those Western countries
have not cven agreed to make it
available—one per cent of their gross
national product—for the developing
countries. Therefore, I think our approach
should be truly a patriotic approach, an
approach of solf-reliance, an approach
certainly directed against the octopus grip
on our economy and agaiust the exploita-
tion and plunder by Dollar, Sterling and
so on, against the imperialist economy.
That should be our approach. We cannot
just become self-reliant except in terms of
struggle for attaining economic independ-
ence which, I must say, even after 25 years
of our independence we have not achieved.
Economic independence should not be
confused with political independence. We
are politically strong today. On the other
side the Americans and otherimperialists
are weak today. They are in crisis. Here
is an occasion for the Government of
India to initiate a policy of action against
the policy of  capital, private capital,
imperialist exploitation, unequal imperial-
ist relations with our economy. Sever
those relations and develop our country
on a truly sell-reliant basis by a constant
struggle against imperialist economy and
their machinations against our economy.
We must turn to the friendly nations
today.

Today Bangla Desh is free and we will
have good relations with them to the
mutual benefit. This will strengthen our
position. Pakistan was a drag on our
economic development and created all
difficulties for us. Bangla Desh offers a
great field of cooperation, mutual coopera-
tion. They will benefit from us and we *
will benefit from them. We will beina
far stronger position to withstand the
blackmail and pressures of American
monopolists, Today they are in shambles,
not only militarily. In this sub-continent
they are also in shambles to some extent
economically. I think Shri Chavan das
here a golden opportunity. Rarely has
such a golden opportunity been given ta
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any Finance Minister in the country to
come forward with bold and patriotic
measures against imperialistic monopolies
and to build up our national economy on
true, independent foundation. That is
why we welcome the break-up of the
hegemony of the dollar. But must we
not take this opportunity to assert our
sovereignty in economic field and gain
our economic independence which ever
since our freedom struggle has been a
cherished dream of our people ?

THE VICE-CHAIRMAN (SHRIA. D.
MANI) : Before I call upon the next
speaker, I would like to mention that we
have to conduct the discussion within a
reasonable time so that everyone gets an
opportunity to speak. I would, therefore,
request hon. Members 1o confine their
observations to within ten minutes and
they would not mind my ringing the
bell when the time is over. Shri A. G.
Kulkarni.

SHRI A. G. KULKARNI (Maha-
rashtra) : Mr. Vice-Chairman, 1 under-
stand that Government of India have
decided to upgrade our currency in relation
to dollar . . .

THE VICE-CHAIRMAN (SHRI A, D.
MAND : If you come near the mike and
speak, you will be audible.

SHRI A. G. KULKARNI : My voice
is very clear and audible. The Govern-
ment of India have decided to upgrade
our currency in relation to dollar by 3 per
cent. The Government have taken that
decision under certain circumstances.
I cannot go as far as my colleague Shri
Gupta has gone. But I fully share his
view that for the last 3 or 4 months the
mighty dollar has been tottering and now
it has developed a shivering tendency.
It has now come down and America was
humiliated even economically. What will
be the best interests of my country in such
a Riven situation ? Every country, whether
America or European community or U. K.,
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is developing economic policies to the best
advantage of that country. It is but
natural. But in our case, after the last
devaluation, we thought that our exports
will pick up and import substitution will
take place ata rapid pace. There is no
doubt that the pace of our import substi-
tution is really encouraging, But the
exports have not picked up as anticipated.
It is not only due to the currency problem,
but due to various other reasons such
as cost of raw-materials, wage increase,
and so on and so forth. 1 want to know
one thing from the Qovernment, They
say that previously they had linked rupee
to the dollar and now they say that it has
been delinked with the doMar and again
linked with the sterling,

SHRI A. P. JAIN (Uttar Pradesh) :
And sterling is linked with dollar.

SHRI A. G. KULKARNI Sir, as
far as I see, the entire currency system in
the world is under a change and we have
seen that the currency problems, whether
they are in the Europtan countries or the
developing nations, have aggravated and
the position of dollar is becoming weaker
and weaker and that is why, Sir, the
position of dollar, the position of gold in
relation to dollar, sterling or rupee or
whatever it is, has to be reviewed time
and again. And, Sir, this was the moment
when we should have taken certain posi-
tive steps which should have encouraged
our exports and when we should have
discouraged our imports to a larger
extent.

SHRI A. P. JAIN : Like what ?

SHRI A. G. KULKARNI : That is
what I am coming to. That is a million-
dollar question and everybody has to
address himself to that and find a reply.

Sir, I am of the view that the morato-
rium on debt repayment or, what you call
the staggering of the dividends to be given
to the foreign countries, is not the solution.
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Ultimately, it is the creditworthiness of
ours in the world which we have to take
care of. Today it may be the USA and
tomorrow it may be the USSR. Whatever
may be the country, we must show that
we are a creditworthy nation and we must
do what we promise.

SHRT NIREN GHOSH (West Bengal) ¢
Like the peasant deblors.

SHRI A. G. KUULKARNI : They will
always carry on their work and they will
repay. You will not pay. That is the
Naxalite attitude. We shall pay and you
would not bother about it.

SHRTI BHUPESH GUPTA : He was
mentioning about the Kulaks.

SHRI A. G. KULKARNTI : Kulaks also
paid more than what the ordinary peasant
paid. You did not pay because you wanted
to put them down. But they won’t be put
down by vour efforts.

Mr. Vice-Chairman, Sir, this unortho-
dox method of disowning the claims will
not carry any good to the larger interests
and longer interests of my country. Sir,
having said this, Y am really in a dilemma
and [ do not know what would have been
the best course. Sir, to my knowledge, the
Government has, in this present position,
made imports a little costlier, has encour-
aged exports in certain sectors and has
made exports in certain sectors costlier,
For example, there are the iron ore exports
to Japan and they are a littie bit costlier.
At the same time, our exports in some cases
might be a little bit cheaper. Sir, T should
have thought that the Government should
not have hurried in this connection and
they should have waited further till all the
other nations have decided on their curr-
ency problems and particularly, Sir, the
developing countries should have called a
meeting whereby their currency problems
should have been solved. I am saying this,
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Sir, because I find that the gold or dollar
standards are becoming unsuitable and
ultimately, it is the SDR that will come to
the help of the developing nations. I am
thinking whether the Government wili
review the position to find out how best
to utilise the SDR more in our interest

and to the benefit of our nation instead of
linking ourselves cither to the sterling or to

the dollar or what it may be. Sir, previous-
ly you linked yourself with doliar and now
you say that you are linked to ster ling and,
ultimately, in the case of sierling also, in

terms of real gold value, we have been

devalued. Sir, I can understand why the

Government has come to this position,
because there was no other easy solution
for the Government to arrive at than to try

one way or the other. But the lasting
solution would be only in the dependence
of this countryon the SDR and the
developing nations also should take more
benefit out of the SDR and, Sir, in this
connection, I would like to draw the atten-
tion of the hon. Minister and ask whether
such a review is possible.

Then, Sir, theie is another point which I
would like to know from the Government.
Looking at our present relations with the
USA, our political relations, I want to
know whether the present act of rupee
revaluation in 1ielation to dollar would
have any effect on the foreign aid that we
are going to receive. We must always try
to reduce our foreign aid. There is the IMF
and there is the World Bank and so many
loans are required for the development of
the country and there may be American
loans also, but channelled through these
and, so, Sir, I wanted to know what would
be the attitude of the World Bank towards
the developing nations, particularly the
nations which have taken this step of
revaluing theit currencics in
dollar.

relation to

Sir, another point which I wanted to
know — though it may not be quite rels-
vant to this matter — is whether it is also
a fact, as has been published in the press,
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that some American bankers have refused
to give cover to Indian exporters. Particu-
larly, Sir, Tam told that the American
Chase Bank, as they call it, indulged in
some dillydallying tactics. If that is so. isn’t
it time for the Government now to punish
and penalize such banks, foreign banks,
which at a time of crisis. refused to come
to the help of the Indian entreprencurs or
exporters? I want to know from the hon.
Minister what action he proposes to take in
this regard. A complete nationalization of
these banks may be too drastic a step. But,
Sir, I want to know particularly what
action they will take against the American
Chese Bank.

I come to my last point, Sir. Having
said this thing, I want to know whether,
in view of the fact that on account
of this present economic crisis the exports
have become costlier at some places, the
Government will consider—because ultimate-
ly when the prospects of foreign aid have
become bleak — to give some type of
incentive for exporters to maintain their
exports so that our entire balance of pay-
ments position will not be affected.

THE VICE-CHAIRMAN (SHRI A. D.
MANI) . Mr. Gurupadaswamy.

THE LEADER OF THE OPPOSITION
(SHRI M. S. GURUPADASWAMY): I
find that the Government of India took
nearly 48 hours to announce the decision
about the new rupee-dollar parity. I do not
know why the Government should have
taken such a long time and kept foreign ex-
change banks as well as the trade ignorant
in respect of the new parity that the
Government of India was thinking. I think
such a Japse should not have been allowed
to happea.

Sir, for the last four months, the inter-
national monetary market was in total dis-
grray, as a result of series of drastic chang-
e¢s made by President Nixon. The eflect
was really great on some of the Asian
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countries, specially Japan. And during
this period, Sir, many countries floated
their currencies. And there was complete
aparchy n respect of exchange rates, and
in turn it affected the international trade.
I think President Nixon had to bow to the
inevitable inthe end and had to reverse
some of the decisions that he had taken
earlier and forced to bring about the
devaluation to the extent of 8.57 per cent.
Sir, perhaps you ai ¢ aware and the students
of economics are aware that there was a
demand in the developing countries as well
as in the developed countries for the last
two or three months that the dollar has
got to be devalued to the extent of 20 or
25 per cent. I do not know what made
President Nixon to devalue the dollar to
the extent of 8.57 per cent in terms of
gold. And I am making this remark with
a view to understand the shape of things
to come, Perhaps this will not be the end
of the story. The Americans may be under
pressuie still more and may have to further
devalue their dollar in terms of gold. And,
to my mind, this devaluation may not
bring about stability in the international
monetary market.

Secondly, my hon. friend, Shri
Bhupesh Gupta, was talking about de-link-
ing with dollar. He was suggesting that
it would be possible for us to bring about
de-linking in future.

For the last many years, particularly
after the War, we have been witnessing
what I call ‘moncentrism’ in the interna-
tional monetary market. As a result, all
the currencies of the world are linked to
the dollar in some way or the other.
Even the sterfing is linked to the dollar.
The yen, the mark, the franc and all the
other currencies of the world excepting
those of the countries of the Soviet
system have been inextricably linked with
the dollar. The dollar has been dominat-
ing, dictating terms and has been influenc-
ing the monetary market so far. But
there has been a certain amount of jolt
to the dollar and its position at the
present moment, But 1 must say that
the preponderance of the dollar is still
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there in the international monetary
system. I do not thipk it is a healthy tiend
to continue,

Sir, we should, as a developing country
as a country interested in the internatio-
nal stability in the monetary system,
evolve, what I call, a polycentrism, that
is, a polycentric approach to bring about
balance, to bring about world parity in the
exchange rates with the various currencies.
For instance, I may suggest that the
currencies of the world especially the
currencies of the developing countries
should be related to each other. 1 would
like 1o ask the Finance Minister why he
should not think in these terms. The
Indian rupee should be linked directly
with the Pakistani rupee, the Ceylonese
rupee or the Japanese yen or the curren-
cies of Thailand and so on. Why do you
not have a direct link between these
currencies ? This will pave the way to
establish a new type of monetary arrange-
ment in the various regions and this can
be linked together at the international
level. I think it is worth pursuing and the
Goverament of India should take the
initiative because ours is a very impor-
tant country and our trade is developing
and our relationship with the various
countries of Asia is bound to grow in
fututre. I think it will necessarily have to
consider to have a mutually satisfactory
arrangement in respect of monetary pari-
ties on a reciprocal basis. Today every
currency of the world is linked to the
dollar including the sterling. This system
is not at all healthy. 1 think a new appro-
ach is called for.

Already the econoniists, the monetary
experts, have been thinking on this line.
They are still in theory but nobody has
taken up the responsibility of rearranging,
refashionir g, restructuring the international
monetary system. Otherwise, if the present
system continues for long, I am afraid
the dollar will still take the dominating
position.
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My friend, Mr. Chavan has repeated
what was repeated last time when the
devaluation took place, that the purpose
of rearranging the parity today is to pro-
tect our trade and to bring about more
import substitution. I do not think this
objective has been achieved satisfactorily
since the last devaluation. But, neverthe-
less, we should achieve this objective~ 1 do
not deny that at all. We should achicve
this objective but achievement of this
objective is contingent upon various fact-
ors, and the most important factor for us
is to delink our currency. One system
can be to have a bigger nexus of monetary
network and as a preliminary 1 suggest
that our relations with South-East Asia
have to grow. I have been studying this
aspect for some time. There is a large
scope for developing mutual trade between
India and some of these countries in South-
East Asia. The South-Fast Asian coun-
tries are also linked to the West. This is
unfortunate. Therefore, that effort has
gotto be made and countries of this
Asian group have got to have their own
system, and if they decide to have exch-
ange rates confined to their own curren-
cies, I think the beginning of the end of
dependence on one currency would be made
soon. Sir, about the present course of action
that has been taken, I want to make only
a few pbservations. I think, as the Indian
Express has put it, we have devalued and
also revalued the rupee. We have done
both 1n terms,of other powerful curren-
cies, like yen, Swiss mark, German mark
and French f[ranc etc.,, we have devalued,
but we have revalued or appreciated our
rupee in terms of dollar by three per cent.
I would like the Finance Minister to tell
us ifs impact upon the terms of trade in®
respect of those countries in the Far-East,
for instance Japan and other South Asian
countries. It is because some of these
countries have revalued the currencies in
terms of dollar and since they have revalued,
to that extent the Indian rupee has depre-
ciated. I think we have suffercd ande the
net effect
rupee in respect

is devaluation of the  Indian
of these currencies. In
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respect of dollar currency, T know there has
been revaluation to the extent of three per
cent. The dollar has been devalued in
terms ol gold by 8.57 per cent and we have
decided to 1evalue our rupec i terms of
dollar by three per cent, I do not know what
are the factors which have contributed for
arriving at this figure of three per cent.
Whether it is the irreducible minimum by
which we should increase the value of our
rupee in terms of dollar or we should not
go beyond this, I would hke the Finance
Minister to tell us.

THE MINISTER OF FINANCE
/faa w5t (SHRI Y. B. CHAVAN) : It is
simple arithmetic.

SHRI M. S. GURUPADASWAMY
I would like the Finance Minister to tell
us the various factors which entered into
the calculations to bring about this ex-
change parity with dollar.

Lastly, I would say about the effect of
this decision on the international aid that
we are receiving. 50 per cent of the aid
that we are receiving so far is from the
United States, and since we have appre-
ciated our parity rate by 3 per cent, to
that extent of three per cent our aid is
going to be depreciated in terms of rupee.
1 think the value of the aid is going to be
reduced. 1would like'the Finance Minis-
ter to tell me what will be the effect of this
aid on the 'various schemes and projects
that we have undertaken on the basis of
which we are going to receive this aid.

I do not want to say much but I want
%o make one final observation that the
Government of India should also think
more comprehensively about our exchange
system, exchange rate with the rest of the
currencies of the world. The value of
rupee has further gone down since devalua-
tion was undertaken last time. Ido not
knoy the percentage. I know this much
that from 1959 to 1969 or so the value of
the rupee has been depreciated to the ex-
tent of 50 per cent or so and it is declining

[ RAJYA SABHA|
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further. I would «iL¢ the Finance Minister
to take this aspect into cor aideration and...

SHRI MAHAN\ IR
the foreign exchange.

IV AGT - That s

SHRI M. S. GUIRL t ADASWAMY :
No, Sir, because it b o1 the effect on
the lureign exchang.. Do oot forget that,
1 would like this nuwier t¢ be considered
by the Finance M'nister carefully and to
bring about a rational method by which
we link the rupee with the 1¢st of the mone-
tary systems of the world.

SHRI A.P. JAIN : Mi. Vice-Chairman,
the House will remember that yesterday (
asked a question from the Deputy of the
hon. FFinance Miniaer. 1v the statement
he had said that (hae would be an appre-
ciation of 3 per ¢cent in ths value of rupec
in terms of dollar. It did not specifically
mention that the 1upee will be devalued by
5.4 per cent in ternis of ~steiling; that is the
point, I proceedal on to say that it had
been done with the two olbiectives, namely
to promote exporis and (o encourage im-
poit substitutes. My questicn was, how does
this 3% and not 4 or 5 or (9% satisfy these
objectives, The Finunce Minister did me the
courtesy of giving some of his views and [
appreciated them, us they removed some
of my doubts. Still 1 have some of those
doubts and I would like to deal with them.
The first question that | would ask the
Finance Minister while indirectly
he has referred to the Jov uation of rupee
by 5.49, in termx ol Stesling why was it
not clearly emphasised
that our policy

is that

in the statement
wwofold  aspects,
namely that ovi rupc.  las  appreciated
by 39, in term» f dollas sut it has depre-
ciated by 5.4% in tcrms o Sterling? That
would have enabledc us to zome to a better
understanding ot the situation created by
the new policy. In ()
been said that it - 1!} .
that we deterni:

our present objociiice
self-reliance,

has

titement it has
more important
..ton in terms of
namely, increasing
increasing  export
earning and encovraging import substitu-

thettiN

tion. These are the primur v objectives which
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we have to keep before us while
discussing that matter, The House will
remember that before 15th August there
was a huge trade war raging between the
different countries, in particular between
the US and the West Germany and US
and Japan, also with some other countries.
1t was under those circumstances that the
US was compelled to take some action. In
order to have a very clear picture in order
to understand the genesis of the present
situation it is necessary that we should go
into those decisions. What were they?
The first was, the US imposed a general
tariff of 109 on all imports. Then, dollar
was delinked from gold. The House would
be aware that for the last 27 years, the
dollar has been linked with gold in the
ratio of 35 dollars to an ounce of gold
as a consequence of this delinking, the
US Government denied to foreign Govern-
ments, among which we are one, the right
to cast their dollars in terms of gold. These
were the three important decisions apart
from wage freeze and price-freeze with
which we are not concerned now but which
had affected the general currency position.
Now in layman’s terms it means that the
dollar was cut off from gold and what is
known as floating, It could fix its own
price. Other countries, especially West
Germany and Japan also floated their
currency. This chaotic condition conti-
nued for some time until the Group of
10 — I believe it is more like a gang than a
Group of 10 — were keen that the US
should lift its general tardf. It was in
their interest because their trade was being
adversely affected and the US wanted that
other nations should re-rationalise their
exchange ratios so that they bear a part of
the burden created by the then situation.
The Group of 10 met first in Ytaly and then
in Washington and they came to a certain
compromise as a result of which the Group
of 10 took certain. action. In understanding
the position of this group of 10, it is im-
portant to know that the Group controls
789, of the world economy and the remain.
ing 90 nations including the 77 nations ta
which mention has been made, control the
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remaining 22% of the world economy.
So their strong position has to be realised
whether we like it or not we have to bear
with it. As a result of these talks in Italy
and Washington the USA has lifted the
general tariff and depreciated the Dollar
by 8.5 per cent; that is one ounce of gold
will cost in future 38 dollars instead of
35 dollars. That is the action taken by the
United States of America. They have fur-
ther not announced that they will convert
dollars held by foreign countries in.gald.
In return Germany has appreciated its
currency by 13.5 per cent and Japan by
16.88 per cent. The other seven countries of
the Group of ten inciuding Britain, France
and Italy have retained their own parity: in
other words, their currency has appreciat-
ed by 84 per cent. It was in the context of
this situation that we have had to takea
decision.

Now, firstly, I support the action taken
by the Government of India in delinking
the Indian Rupec from the dollar and link-
ing it with Sterling. In fact for a very
long time the Indian Rupee was linked
with Sterling and all that we have had
gone is to go back to sratus quo anii. 1 think
itis a wise step because it causes the
least disturbance. Further the Sterling,
has in my opinion a future because after
Great Britain has become a part of the
European Economic Community there will
be some sort of formal or informal link
established between the British Sterling,
the West German Mark and the French
Mark and if some sort of link is establish-
ed with them I think Sterling will be the
second strongest currency in the world
after the Dollar. So 1 appreciate this
step.

Sir, whatever may be one’s views, we
are a country which has trade both with
the non-communist and communist coun-
tries—a major portion of our trade is with
the non-Communist countries—and we
have substantial trade with the Commu-
nist countries. Qur trade with the Cons
munist countries has been continuously
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increasing; I welcome it and 1 want that it
should increase further but we must accept
the realities of the situation, namely, that
we have to deal with the currencies of the
non-Communist countries as also with the
currencies of the Communist countries.
Our dealings with the Cemmunist coun-
tries are in the form of Rupee but as far as
non-Communist countries are concerned
situated as we are—the Group of Ten re-
present 78 per-cent of the economic
strength of the world—and we have to link
ourselves with one or another and I think
it is a very wise step that the Government
of India has taken a decision to link the
Rupee with the Sterling.

Now, one question was raised by Mr,
Gurupadaswamy as to why we have ac-
cepted the figure af 3 per cent appreciation
as against the Dollar. It is simple arith-
metic as the hon. Finance Minister inter-
jected. The Rupee parity on 15th Avgust
was Rs. 18/- 10 one Pound. Recently it
was Rs. 18.9677 or say Rs. 19/- to a pound
and we have accepted the present parity
which means that the Rupee has been de-
preciated against the Pound by 5.4 per cent
and the balance is appreciation to the value
of the Dollar. So that is simple arith-
metic.

I now ceme to the crux of my speech.
The question is how does the step taken
by the Government of India affect our ex-
ternal trade. A spokesman of the
Finance Ministry, the other
day — 1 think yesterday — said
that the non-traditional exports are
going to have only a marginal effect,
But there will be some gain in the tradi-
tional exports. Let us clearly understand
what are those traditional exports. The
first is tea. Now Ceylon is our compe-
titor in tea. And may 1 suggest in all
humility to the Finance Minister to start
pegotiations with Ceyion? I do not know
the Finance Minister might be knowing
what action Ceylon has taken as a result
of this new currency alignment.

SpP. M,
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SHRI Y. B. CHAVAN: They have
not taken any action.

SHRI A. P. JAIN : So, I think that
strepgthens my case that he should now
start negotiations with our neighbour
courtry <o that our competitive strength
in the export of tea may not be adversely
affected. This is the first,

THE VICE-CHAIRMAN (SHRI A. D.
MANI): Your are making very good
points but 1 want you to be brief and thus
& 1able me to give a chance to a number of
other speakers.

SHRI A.P. JAIN: Have I said one
extra word? Now the second traditional
export item is yute. It is fortunate that we
have excellent relations with Bangla Desh.
It is our good luck that this thing has
happened at a time when we have been
very friendly with Bangla Desh. Now, in
world trade India and Bangla Desh have
a monopoly in jute, and if we can come
te a suitable arrangement with Bangla
Desh, then we may bensfit considerably
from our earnings from jute. The second
point which T would like to make is to
request the hon. Finance Minister to start
immediate negotiations with Bangla Desh,
whom we have recognised, so that our jute
trade may receive a further fillip.

Now the third is cotton textiles. There
Japan comes into competition with us, I
have not been able to analyse what are
going to be the effects of the revaluation of
the Japanese yen.

SHRI A. G. KULKARNI : Japan is
not our competitor in cotton textiles, but
Hong Kong, South Korea and other coun-
tries like Portugal are.

SHRI A.P. JAIN: Well, Sir, they
fall in one group. Now what is going to be
the effect of the devaluation of the dollar
on that? Iwould like the hon. Finance
Minister g pay earnest attention to it.
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Now, Sir, the second objective proposed
to be achieved is import substitution. I
think, Sir, the emphasis on import substi-
tution is a casuistry—May I say it, Sir, in
a slightly stronger language?—is an illusion
and 2 make believe. What we have to
examine is what is going to be the effect of
the devaluation or revaluation as against
the sterling and dollar on our imports. Is
it going to make our imports more costly?
Generally it appears that depreciation in
terms of the sterling will affect our imports
adversely, will increase the prices of the
maintenance goods, the raw materials and
the machinery and equipment which we
have to import. So it will have an overall
adverse effect upon our economy. Ido
not deny that may not benefit through
import substitution, but that, T may say,
would be a secondary thing. To empha-
sise a sccondary thing and to forget the
primary thing is not a good presentation.
After all, whom are the Finance Minister
and the Finance Ministry talking to? To
their-own people. We are as much intere-
sted in the welfare of the country as those
who are managing the Finance Ministry,
I would like to know why so much em-
phasis has been placed an inordinately
high emphasis on import substitution and
why the rise in the price of imports has
been altogether ignored in this paper? 1
would like the Finance Minister to tell us
something about it. 1 thank you for the
patient hearing.

= gax fag W'y (Trsear) ¢
TN S, @ FAT A AIEA
FIA gAY = qAT AT F1 AF J a8
Fgl aar f gy siw fedguad
AT gHT AT a1 FFRET @09 § A7 F¢
g AT L g ag @i @9 g @ fag
HATAT I G § I TIT AT FY W
1@ & grafd N mEgaw g fF
FA1 39 AT FT HAAT W ga1d § g
2?7 WA g a1 f&T areare
#aa usAfas Fr@l § wE Ak
arfas &7 & gea w1 wuifaq 73 %
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& 9dy 93y & 9¥ W@ ag afva
gl g 1 & maA fafaer fax ot 9
qIgT 1 A9 § fr 9l agg gy
SFITY AT o AT sarqi-
g7 xt qftfyar § 3% wedva @
faftatraz ot axear =1 fasdw
fFargrag araas & f5 agr ag
qIIA ST & 919 JIT & AT WA
gF W IIAT ATH AW F QT HqIAT
g uIAfas HT gay wEA 9T
welta faarg dar @ @, 98 wqe
NE 9T @1 A, g onT 3w A
Y, e w17 fafagin & @x ¥
a9 ¥ Fifa #L Wi WEs 59
FIg & fr Trav & 3w 7 AR W
§g Tradfas ofdfeafqar famim &%
safad @y qear § FT 997 AT A
oF Mz # A fakm FT & gE &
MT § EFT 47 Rifqwaw 3 L.

SN AFIT A @R (AT F37) 1
faegw 781

=it geaw fag W1t : @t ag wifas
a9 ¥ s 3fqq Fagy 985 & §
Tq A1q F gEAT Tg w9 @
ge1¢ & fafamr g & ar F
FAAT F AT AIT-AIT W 419 FT aIT
FFE & gwwar ¢ oA, 98
gt gatg g fF 3 fasg v 99
avqar g el § gaifag g, f#9
W oy gwfad g1 WA gW A
TR S # sqre-geael §
OAN-GAT AE g1 AT Y ITHT
qoAr § g6 ag 3@ar § fF guE fae
SFTT & qegey T Arfgg |

F9d & agF 9T 38 FEAT AFT Q0
f& ot St ¥ @%a fear f 37 2t 93
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[ geax fag werd]
W, ITF uanqIz @ 9 o g fafrar
7zt & frafag & e afws &
¥ga ARG gATfad AL B W )
st ATIA SAFT F7 ATY forar, S W
&7 A fqar 1 gara W g femaw
gFaqEg § Igd Mt gart #f a3
FAAAeE & AT ITF IAT 0T @
fafagvr g &1 afcams € 1+ ag ||
&= & fa @i 7 mit a5 fuiy adf
ferar g afwd 98 F17 99 9T arge
s gFar g ? agt w15 Mer Agf
i ? og wser AT HAT T FERE
FIE | T I® AN qgT qI &S
%% haar ag faar ¥ fagy g
& wgid ¥ 39 999 & I fAng &3
W gg g § F g fAwmwa )

[ RAJYA SABHA]

FIAY FIT 97 WE ( haem WA gar

gr afeq zasr fa=re feg faam &
I @I & SaF!
qeey frar, s fEar ar 7@ o
o s gHA fFar & & gad g3y

T gAY FAAAT

are gedrfag afvarat qu o afmar &

FET I AR TFAGIE ATHE H Hrdld-
zd § gA% ar9 d95 BT FI1E GrOAed
a1 FAGIAAT FFe2qd @ qvaq N
gud frar g 7w feuT § sia@
¥ gz ug fauig fagr qz a1 § aifsg
gawar g afeT g@ @y J ag g
e At Tifge ) ar feR gmer gd
gxq fr=ar =arfge f& 93 3w 3
G Wil aF #1€ Afa Nigg T8 A
g Al fom wisem QT SaE @A &7
T8 g1 @T § B g fadw aurqix
qT THFT 9T i Far g ?

‘gRuw ¥afaw FA F oAy
fafema =7 #§ g wigae aaa § §,

|
(
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gw gt g§ feafq & &1 gmd a9
g#re # fagar @7 g ot =wedy @
#1 qzr feafy w1 fegr o7 dadicdy
I da9i § [IA Iy FWL WA
#Y feafs a7 ¥ gu ot o aw
gu Agh 74f agw 7rg zafag ga &%
2w, a¥ aofwares gmi g fag
ng frqpat 9T gH awgd ¥ o, mad
fag gwarT qgara gu oY, faow aF
95y &, 73 g9 fagwr #3F aaf § 7q-
T FTLWE I A gwe 7 fRaed
FEal f& g8 St wiw qiaAr F
fratm &, 98%r gAERiRT & A
;T gAIR HamEwm 1 uF fEmn
] & A A ot fovg & may wgwal &
AR 9% gAfa= fRIr s w@r g,
zq qIq #1 A s §F 1@ H, 9 39
g3 wfys Ia & f& gard fag ar
v wfqezeq gl 1 ArI2ATEE @19
ufged=a g1, 3T S &1 fogar fafa-
qigA fFar ar @& sqar far strg )
wror ofY, Sar B ogg ¥ wew g
gqq HHAFT I AXE q gREIES
TS 3+ FIA &7 G FT af 97 HIK
@S wAT &F g SEN (6T § ag
g FA FT qq@ FE §, d1 A4 g
a2 |IITF AT THF! IHC FW g
g F3 gFd & W, wod agy
Ageardl A1, FAF §F aHAG g8 &
W g A%, 9T WS ALY qEAA!
agl arfgr 1 gw wadAr faw @
qodas w4, g9 IAFT fgarg Ag
fay & dargit HT W T A F
wifoa 5300 {5 ag@ar F @ agaT §
g 9q W &1 fFaY gg aF §9r a9
£ feafy dar FT AT & 1 T9HT sqvQr
¥ SUTET ATAIEEAT § | M fagar gn
wifas qEraar § 49§ A7 AT &
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gadl & I fit gd W ofifeufa
¥ aar §or TN gW w9A gEAN)E
aI1T giE & fao waw fag grfies
frgia A7 ¥ qur @ | ag oF AR
A gvag ¢, wifF ox gEl A A
T UF g F g w AewE frg
faar mit aF NE N w17 A gE R
fFaaT € g 2w At gy &F, foqar
& gw e w3, f& ¥ fagmiee
fera @Y &, afd ag ¥ gww &
A A mmr d f& & 9 %4 ag
feems fear 37 &1 T fegeew] zara
A #) Fifaw W@ Y, fweag Fg
wefwen afars & & g 12 @1 3
oo § ¥ gl, W 98 e 4
afears § ¥ g1 faar fegaa & 18
QUIFIN FE AT W T dgaar
FU, @ W9 ¥ gw Faqr 993 w0
Y AT JAA W FT gI FWO@ Iq9T &
& qawar § aryFrd g ) g6y da
#§ & agur f& gt o aud ggiEr
2al & wrg 3@ fafrawr g & 959 )
ara<la &, #97 A gfqeqdf §—
fagras< faafa &= §——37 23501 & qmw
fo@) 7 f&dy wwiT a1 goF enrfua
FT GAFT W7 A TSMT 99 &9 I0q
%7 9 Y& T | A T 1@ gray
A fraga s@r g

SHRI M. K. MOHTA (Rajasthan) :
Mr. Vice-Chairman, Sir, the situation aris-
ing out of the change in the exchange rates
of most major currencies of the world . . .

SHRI MAHAVIR TYAGI (Uttar
Pradesh) : How long are we going to sit?

THE VICE-CHAIRMAN (SHRI A. D,
MAND) : I think it will go on till 6-30,
1 think we should finish the work to-day.
There is heavy business for tomorrow and
the day after.
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SHRI M. S. GURUPADASWAMY :
Make it 6 O’ Clock.

THE VICE-CHAIRMAN (SHRI A. D,
MANT): The party leaders have not spoken
yet and I have to give them an opportu-
nity to speak. My calculations are that it
will go on till about 6-10 and the Minister
will take about 20 minutes to reply.

SHRI MAHAVIR TYAGI : Sir, this
isan important subject on which the
Finance Minister’s explanation or speech
which would be of great advantage. The
whole House is interested, the whole
country is interested in this. I would like
him to reply tomorrow, not to-day.

THE VICE-CHAIRMAN (SHRI A. D.
MANI): T have been listening to the
debate very carefully. Many useful sugges-
tions have been made in the House and
these suggestions will do honour to the
Hansard of the House. I want every one
of the party leaders to speak and then
I would ask the Finance Minister to reply.

SHRI M. K. MORTA : Sir, the situa-
tion arising out of the realignment or most
of the major currencies of the world
presents both an opportunity and a challe-
nge to our country an opportunity because
the new exchange rates that have been
announced by the hon. Finance Minister
are calculated to improve our foreign trade
position to a considerable extent.

[ MR, DEepurY CHAIRMAN in the Chair ]

On balance I find myself in agree-
ment [with the levels of exchange rates
announced by Government. The rupee
now stands upvalued in relation to the*
American dollar but devalued in relation
to the West German mark, Japanese yen,
British pound and several other currencies.
Sir, what I have in mind particularly is the
promotion of exports, particularly of non-
traditional goods to the markets of develo-
ped countries, including the USA, where
we have now obtained a great advantage
over our competitors. In the matter of
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exports of non-traditional goods, parli-
cularly engineering products, where Japan
and West Germany had a very huge chunk
of the American market, due to the reva-
luation of these two curiencies, the pro-
-ducts of these two countries would be more
expensive in America, and this givesus a
chance to step in and provide for our
country a very useful and sizable exchange
earning, If we are to achieve that, a number
of follow-up measures are required to be
taken by the Government without which
the achievement of this objective would not
be possible. First of all, the Government
would have to address to zhe question of
how much surpluses we have for exports,
becayse even though the exchange rate
parity may be such that it can be of
advantage to us, unless we are in a position
1o spare surplus goods for cxport,
not be able to derive any advantage. In
this connection, the development of our
industrial sector, particularly in fields
which are export-oriented, becomes ex-
tremely important. In this context, I
would like to submit that the cost of
imported plant and machinery would rise to
such a great extent due to the upvaluation
of important currencies like those of
Germany, Japan, France and Britain,
that most of our imported plant and
machinery would become expensive which
would reflect in the cost of production
of our  manufactured goods., It
therefore, stands to reason that
adequate relief is provided to the industrial
sector by the reduction of import duties on
‘imported plant and machinery so that the
‘investment on new industrial enterprise
may be kept to a reasonably low level and
® our competitive capacity in world makets
may not be affected. Particularly at a
time when the honourable Finance Minis-
‘ter has already given a notice that develop-
ment rebate would be withdrawn after a
certain period of time, itis necessary
that either there is some change in that
deaision or import duty on plant and
.machinery is reduced. Thea again, as is
well known to the honourable Members,

we will
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the geheraliscd scheme of preferences in
European Economic Community gives us
a great opportunity of increasing our
exports and there also the creation of
surplus capacity . for export and enabling
the export-oriented units in various ways
to have a competitive edge over their com-
petitors is very important, and fiscal and
monetary measures in this direction would
be very essential.’ As far as our exports are
concerned, the most important and for a
long time the highest export-earning comm-
odity, namely, - Jute goods, has been
burdened very recently with an additional
export duty which, it seems to me, was
done on a rather short-term consideration
than along-terrn one. Itis true thatin
the immediate past the Indian industry has
acquired a certain advantage because
Bangia Desh Jute goods industry was not
in production due to the hostilities going
on there. But with the independence of
Bangla Desh the competition from that
part of the world would again have to be
faced by the Indian Jute industry. And
therefore, the competitive capacity of this
industry has to be restored by suitable
changes in the export duty structureon
jute goods. Shri Bhupesh Gupta while
initiating the debate spoke about mora-
torium on our foreign debt repayments.
I do not know where he has got the idea
that declaring & moratorium is either a very
good thing today or calculated to increase
our prestige in the world community.
After all, it is not a question of dealing
with the present external debt of Iadia,
it is also a question of our creditworthiness
for getting more aid, more assistance,
whenever necessary by our country. And
by taking such steps it will only decrease
the prestige of India ia the world comm-
unity and this is somsthing which our
Government must avoid atall costs. I
would request the honourable Finance
Minister to say a few words regarding the
burden of debt repayment by India parti-
¢utarly towards Japan and the Communist
Bloc, How far this debt repayment bur-
den is going to be increased or perhaps
kept at the same level in réspect of these
two Blocs is not very clear by the state-
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ment made by him., I would request him
to clarify this position. Thank you.

St URATUAW (ST R_W): s,
¥ Faw o, A9 faae sranaT @ g
warfs §xg g1 § g I IA
2 fFga g N &1 FAM qET I
ar sgiv ag Fa1 € f+:

Honour able Members would appreciate
that it is best for us to adopt a course
which maintains continuity to the

" maximum possible extent with the recent
.' past so that the basic interests of

_export Promotion and import Substi-
" tution are not affected.
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SHRI NIREN GHOSH : Rupee parity
for exchange rate is a sensitive subject.
It is a sensitive barometer of a country’s
intentjons. In deciding upon this question,
I think the primary yardstick should be
to fight against the domination of foreign
currency, foreign finances and foreign
capital and to build an independent eco-
nomy. That should be the yardstick.
Now, Sir, it is well known that Mr. Subra-
maniam was instrumental or had played a
vital role in the rupee devaluation in
obedience to the Government of the USA.
Ft isnow a published fact and isin the
*Lyndon Johnson Memoirs”. Now, 8ir,
he is our Plaoning Minister and Ido not
know what reliance we can put on him.
But, Sir, we expected from Mr. Chavan
that some departure would be made in the
right direction in the interest of the coun-
try and that is where my doubts persist
and that is the trouble. It is because, Sir,

o of the fact that after devaluation, we have
mortgaged our economy to our creditors,
selling our goods which they have to buy
at damn cheap prices and earn foreign
exchange in order to service the debt
repayment with interest and all that. That
is why we want to know whether a change
shouid be made away from that and now
thetime has come when the entire world
currencies are in doldrums and nobody
actually knows what the coming days will
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tell us in this matter. So, Sir, we have
to take cautious steps. radical steps, safe-
guarding the interests of our country and
1 feel that it has not been done. And, Sir,
there is some misleading statement also
which has been made. Perhaps I would
like our Finance Minister to clarify that,
because, 8ir, the official statement refers
to the existing rate and not to the official
rate, Though injterms of the existing rate
parity with sterling has been maintained,
in terms of the official rate, which js
Rs. 18/- per pound sterling, it means
devaluation by ncarly 5°49,. Now, along
with the rupee devaluation, it was linked
with dollar and now it is linked with ster-
ling as the hon. Members were saying.
Now, the crucial question is this: It is
true that in terms of the old rate of
Rs. 7°50 to the US dollar the new parity
with the pound sterling means revaluation
by about 3% with respect to the US dollar
and the new rate works out to Rs. 7°28 per
US dollar. But, from the old rate of
Rs. 7°50 to the US dollar, after the meas-
ures taken by the Group of 10, the dollar
has given way to Rs. 6-90. That is the new
market rate and that is how it came about.
In the wake of the devalution of the dollar,
that is the position and if that is true, the
new rate, if compared with the devalued
dollar, actually represents devaluation of
the rupee to the tune of 5% which has
come about, 5.59, devaluation of the rupee
compared tolthe dollar, and that is the
irony. They say that we have appreciated
in terms of the dollar. After the devalua-
tion, the dollar rate to rupee came down
to Rs. 6°90 and if you take that, it actually
means . ..

SHRI MAHAVIR TYAGI: You are
comparing the rupee previous to devalua-
tion ?

SHRI NIREN GHOSH : No. After
the devaluation of the doilar, instead of
Rs. 7°50, it has came down to Rs. 690 and
compared to that, the new parity that has
been fixed by the Government actually
means devaluation of the rupee to the tune
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of $%. It is no appreciation in that
sense. And a further devaluation of the
Indian rupee in terms of US dollar is not
in our national interest. Sir, here the
Pinance Ministry is called upon. They
have fixed this thing in this matter. The
question is, the main thing is, with regard
to foreign trade. We have to make huge
payments to the United States, Now the
time has come either to write off or declare
a moratorium. They devalued the dollar
and put other Governments into an emb-
arrassing position. They did it. Now we
are subjected to this rupee devaluation.
Our interests have gone by default. Now
the time has come either to write off debts
or to declare a moratorium. . .

SHRI MAHAVIR TYAGI: Is it
possible for a developing nation to declare
a moratorium ?

SHRI NIREN GHOSH : China has
written off debts in respect of Japan.
They have to buy our commodities—raw
materials. primary products. They have
prefrence to buy these things. It is more
or less like this. They cannot have them
at damn cheap prices. We are having an
unequal trade with the western world, For
each doliar we pay back two dollars. That
is the position, we have been driven to.
The U.S.A. did not bother about it. You
should fix the parity in such a way that
for the commodity they have got to fpur-
chase from us they pay higher price. They
won’t produce on their own. Tea they
have to got to purchase. That is the only
thing. 1 concede the point made by Shri
Gurupadaswamy. Why shouldn’t the
producing countries take a combined
action in such a way that for all the
commedities they have to purchase
they pay their real price ? They cannot
get our things at damn cheap prices. ..
(time bell rings.) As Mr. Jain pointed out,
as regards steel we can take a stand. A
radical departure has to be made. They do
not purchase our commodities out of gene-
rosity. Itis not out of mercy. That is
not the position. We are being forced
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to pay higher prices—higher than those
ruling world market prices. That position
should be reversed, otherwise these pari-
tics, these percentages make no sense
whatsoever.

Now I find that the Government has
not made any departure in that. The
Government failed to take advantage of
the situation when it is in crisis, when it
is in doldrums. It is a group of ten coun-
tries and we are submitting to its dictation.
So, why not delink our rupee even from
the sterling ? Why should we not have an

independent currency ? This question
of independence of our currency
is closely related to that. We have
developed to some extent and we

have now the guts to stand. Then our
currency can be an independent currency.
We can adjust our relations with the deve-
loping countries and make a joint front in
all those matters. That is the only way
out. That step has not been taken by the
Finance Minijster.

It is just a sort of bonus to the Western
countries—the step we have taken. Itis
also a misleading statement, as I have
told. That being the position, you should
take some steps. We are such a vast
country, You should take some drastic
steps, radical steps. Otherwise the poverty-
stricken land cannot get out of the morass
it is in and in that respect if you cannot
give the assurance, then export the pro-
ducts. Reduce the debt payments. Say,
we will pay some debt, some 20 per cent.
That means fighting those countries which
are subjugating our economy. Some such
steps shoutd be taken. There is no such
step and we are as subjugated as wea were.
That is the central point.

So, the Finance Minister should
enlighten us on these as well as the mis-
leading statement which actually is an
appreciation of the dollar. The entite
argument is almost wide of the mark b
which has been made by the Minister,
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SHRI Y. B. CHAVAN : Mr, Deputy
Chairman, Sir, I am grateful to you for
allowing this debate which I would rather
call a very constructive discussion of this
very complex and delicate matter. But
1 must say I do not propose to go into
¢very point that was made by the Members

but I certainly would like to deal with the
major points that were made by them.

I think there are three categories of
speeches, if I may say so. The first cate-
gory is the category of Shri Bhupesh Gupta
and the last speech. Their approach was

ccmpletely decirinaire approach and for
my purposes, though I may share some of
their sentiments in this particular matter,
it was a rather very negative approach
and a non-pragmatic approach. The other
category is the speech of Mr. Mohta, He
only looked at it from the point of view
of only the industrialists in this country—
what effe ct it will have on them. In the
other category fall all other speeches which
have made constructive suggestions like
the speech of Mr. Ajit Prasad Jain. Scme
of the points made therein were construc-
tive—they raisc some important issues—
and [ think they need some reply.

Mr. Bhupesh Gupta started saying how
this whole trcuble has started and he gave
the history as to how the dollar came into
difficulties because of their political
policies and he described the whole thing
a-as some sort of an economic crisis in the
so-called capitalist world. Possibly he may
"beright. If onehas to take a view, it
looks like that from what has been hap-
pening duting the last six months in the
Western countries. It is like a sort of
trade war amongst the leading industri-
alised countries. Practically they seem
to be on the brink of a trade war, and the
differences that they had, took nearly five
long months to be smoothened out. That
shows the depth of the crisis. So, that
gay be true, whatever the reasons for that.
As a matter of fact we were all very much
pained at this sight and 1 also share his
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sentiments, that these ten big countries
have practically taken the monopoly of
the entire problem and bargained among.
themselves to decide what should be the
solution, This is not a healthy sign if
you take the entire world picture. Practi-
cally, they had taken on themselves to

decide upon this solution. The main
reason for that was the International
Monetary Organisation. 1 think the
International Monetary Fund itself
was organised at a time before
most of the developing countries,
which ate sovereign countries now

but were not sovereign countries then,
came into existence and I would like to
invite the attentjon of the hon. Members
to the point that I made in the Inter-
national Monetary Fund meeting. I said
that the time had come to reconstruct
this Organisation so that the interests
of the developing countries can be very
well reflected in the proceedings, decisions
and policjes of these international bodies.
That basic factor does remain there. But
what we are really concerned is—naturally
we should certainly . try—to make reforms
more effective and try to work for it con-
sistently, We are doing so and we will
continue to do so. That is a different,
matter, But here we are dealing with a
situation which is a practical situation,
that one has to deal with and look into
from the point of view of day-to-day
economic activities.

Some Members like to describe this
whole situation as something like devalua
atipn of an Indian rupee. Sir, when can
you call it devalvation of an Indian
rupee ? It is only when other countries
are stable and when only one currency
is depreciated then only you can say,
that this  currency is devalued.
What is happening is not a devaluation,
The present phase, the present pheno-
merion, really speaking, is the realignment
of parities of all the members, who are
the members of the international coms.
munity, i.e. nearly 120 countries. America
took a mighty position on the 15th August
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because they said that they will not change '

their gold parity and they imposed the
But ultimately, we
find that they had to give up both the

- points. They had to give up 10 per cent

" a part of that world,

‘agree to devalue their dollar,

input charged as well as they had to
Now when
everybody else is realigning and rechanging
and appreciating or depreciating, you can-
not remain static because you are a part
of it, whether you like it or not. We are
Even I would like
to say that on 15th August the U.5.A. took
a certain decision, the Eastern world and
other Western countries had to adjust
their paritics. Even the East European
countries which have to have trade with
these countries had to appreciate or make
some changes in their own exchange rates.
Even Soviet Russia had to do it. Of
course, their base is not comparable with

" those of ours but what [ am trying to say

. view.

is that every country, East European
countries, capitalist and non-capitalist
countries, have to take note of this chang-
ing pattern, Dbecause they have to
be a part  of it. No country can
afford to isolate ijtself as far as the
trade is concerned. Politically you can
be in one group or the other but even
China has had trade with all the countries
even though they were not Members of
the U. N. They were trying to have trade
with all the coun‘ries. Mr. Niren Ghosh
knows about it. But this a separate
matter. What is happening is not merely
devaluation or revaluation of Indian rupee,
it is devaluation or revaluation or realign-
ment of parities across the board. Every

country has to do this thing. This is the
position,
SHRI MAHAVIR TYAGI: This s

a game of carrom.

SHRI Y. B. CHAVAN : It js in this
situation that we have to take a certain
Let us try to see in what position

we were. On 15th August when certain

. decisions were taken, we had to takea
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certa'n view, Some Members said that
we were linked with the dollar, Well, it
is not right to say that we were linked
with the dollar. You may say that we
want to be linked with the sterling for the
purpose of the rules of the IMF. It is
quite all right. But as a matter of fact
in this process, when the realignment is
completed every currency is linked with
every other currency., Once we accept
the link with one member of the IMF,
in a sense you get connected with every
currency as such. So it is not true to say
that we were linked with the dollar. What
we did on 15th August was this. Though
the US had refused the convertibility of
the dollar into gold, they had not changed
the rate of the gold price at that time.
So we remained stable with the dollar.
That is all that we did at that time. We
remained stable with the dollar because
at that time all other Western currencies
floated freely. At the present moment
the decision is that they can change the
parity value within the wider margin of
2.25%. Formerly only 1% margin was
allowed. It was very difficult for us to
link ourselves with those  Western
currencies at that time, Therefore we had
to link ourselves—not link ourselves in a
technical sense but remain stable with the
dollar at that time, Now When the
countries have taken a decision to realign
their parities and also having this wide
margin, we thought it much better to fix
our official rate in terms of sterling and I
think the point Mr. Jain made is very
relevant, Certainly we will be in an advan-
tageous position, Soms Members said
we have devalued in terms of sterling
and Mark particularly. This devaluation
or revaluation depends upon with whom
we compare, If we say that the rupee is
devalued in terms of Mark, then one
can say that Mark is devalued in terms
of Yen. It is very difficult to make such
comparisons. Ultimately what is the
criteria on which we must try to takec.a
decision in this matter 7 Ultimately let
us come to the interest of our country
Ultimately in this present competitive
world where reaily speaking, it is going
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10 be a very difficult thing to compete in
foreign trade without having a very solid
industrial base in our own country, what
should we consider as the ultimate test
as to whether our decision is wise or not,
whether it is strong or weak—I will not
use that word because strength and
weakness ultimately depends upon whether
your decision is right or wrong--whether
our decision is right or wrong? What
is the right criteria for it. The right
criteria for such a decision is whether it
is going to help you to increase your
exports and reduce your dependence on
the imports. This is, really speaking, the
final test on which you will have to
examine whether what you have decided
is right or wrong. We feel, it is our own
feeling, that what we have decided is
certainly going to help us. I have no
doubt in my mind. Of course this will
have to be coupled with the policy of
readjustment of our export and import
duties. With that I agree. Naturally we
will have to sce what is the best mix of
the various relevant policies. But that
is an internal matter. That we can con-
sider later on but the present position is
this. For example in terms of trade
opportunities appreciation of the exchange
rates of many countries, say, for example
Japan or Germany or France or even
England, is good for us. Where really
speaking we have to compete is not in
the traditional items. Some Members
placed rather unnecessary emphasis on the
traditional items, Of course they are
important for us as far as they go, I would
like to tell Shri A. P. Jain thatI am told
that the official spokesman who spoke
possibly is misreported. What he said
was that this realignment is going to help
us in the export of our engineering goods.
He appears to have been misreported.

SHRI A. P. JAIN: That was what
appeared.

* SHRIY. B.CHAVAN : Possibly, you
are right of course because you said what
was reported. For example in the case of
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these manufactured goods who are our
competitors ? It is with these countries
that we have to compete as far as manu-
factured goods, engineering goods and
other things are concerned. And the appre-
ciation of their exchanges, really speaking,
is going to be a sort of help to us. There-
fore I would plead with this hon. House
that what we have done is to see that
there is least {disturbance.

One point Mr, Jain made. He asked
why I did;not mention about depreciation
of the Rupee as against the Sterling. I
mentioned it in a different way. I said
the Sterling has appreciated.

SHRI A. P. JAIN : You had put it the
other way,

SHRI Y. B. CHAVAN : It is again a
question of presentation but I did not
bide that fact. I did say that the sterling
has appreciated. But that did not appreci-
are because of our decision, I would like to
make that point-clear. The appreciation
has taken place from the 15th August up
to the day previous to the devaluation
of the Dollar. That had actually happened
and we took that reality into consideration
and froze our position at that point,
because we thought that this is going
to help us and because this will cause the
least disturbance. Really speaking we
were practical. Otherwise if we take a
decision which makes a very wide depar-
ture  then there will be upsetting
results which neither help the Government
economically nor politically.

SHRI AKBAR ALl KHAN May I
ask whether it will help if the developing
countries and primary producing coun-
tries met and discussed for future purposes?

SHRI Y. B. CHAVAN : I would say
with all respect to Nawabsahib that it is
very difficult to bring about unity amongst
these countries. Even so we do have
consultations. As far as membership of
the International Monetary Fund is cone-
cerned the representative Directors of all
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noun-developed countries had their group
as the Group of Ten was sitting, Not
only for this purpose, this alignment
ourpose, we are trying to have constant
consultations and I must say that most of
the developing countries practically take
the same line at the International Mone-
tary Fund meetings. As a matter of fact
this is a question which must be decided
within the framework of the International
Monetary Fund and that was the line
that we had takea in the matter.

Now therec was a point raised as to
whether there was any political pressure
on us to do anything. 1 would say that
there was no political pressure, I would
like to assure the hon. House on this.
On the contrary I would like to say that
we have made our position very clear.
Some Members made a mention about
the attitude of some of the countries about
foreign aid, we have made it absolutely
clear that we are not going to allow this
question of foreign aid to interfere with
our own independent right to take our own
decisions either in the economic field or
in the political field. Whatever happens
that is a different matter. We may be in
diffiulty but certainly this country has got
the strength to face difficulties on its own,
We are not going to run after any coun-
try begging for aid merely for aid’s sake,
At the same time we do not want to be
hasty, we do not want to offend anybody
unnecessarify. That is our approach and
that is the practical way of doing things.
So there was no question of any political
pressure, Mr. Bhandari wanted to know
that.

SHRI SUNDAR SINGH BHANDARI:
Because it was mentioned.

SHRI Y. B. CHAVAN : There was no
political pressure. The hon. Mr, Kulkarni
said why we took the decision so early,
he said we could have waited for the deci-
sions of other countries. The hon. Mr.
Gurupadaswamy on the other hand asked
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what we were doing for 48 hours. Really
speaking we had to watch what were the
decisions of other countries and we did
wait for 48 hours. Twenty-four hours out
of it was Sunday and therefore there was
not much of a difficulty. Really speaking
we had only one working day to think
about the whole matter And
even there we had already
issued a notification on Sunday that provi-
sionally we were working on the previous
rate. So, it is not that we were not aware
of what was coming. We were constantly
keeping a watch on what was happening,
what developments were taking place and
what action we should take. We weighed
all the prosand cons in this matter and
the effect it will have on international
trade because there is no doubt that in
formulating fore.gn policies, particularly
trade policies, the mechanism of money,
the foreign exchange mechanism is a very
Important mechanism, and we bhave to
think of it very carefully, Cautiously and
wisely. Sir, I can only say—it may be a rat-
her tall claim to make that we have taken
all these aspects into consideration. We
may not look brave, but 1 must say that
ultimately you will find that the decision
that we have taken does not lack wisdom
at least.

6 P. M.

MESSAGES FROM THE LOK SABHA

1. THE Hiea CourT JUpGES (CoON-
DITIONS OF SERVICE) AMENDMENT
BiLzL, 1971,

2. Tee SvupreME COURT JUpcEks
(CCNDITIONS OF SERVICE) AMEND-
MENT Birr, 1971,

3. THE DEuLy1 SikH GURDWARAS BILL,
1971.

SECRETARY : Sir, I have to report
to the Housc the following messages
received from the Lok Sabha signed by
the Secretary of the Lok Sabha:

1. In accordance with the provisions
of Rule 96 of the Rules of Proceduse
and Conduct of Business in Lok Sabha



