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(b) how many of these plants are to be set 
up with foreign collaboration; and 

(c) how milch foreign technical know-
how has been purchased for these plants and 
from which countries? 

THE MINISTER OF STATE IN THE 
MINISTRY OF PETRO LEUM AND 
CHEMICALS AND MINES AND METALS 
(SHRI D. R. CHAVAN): (a) M/s. Chemicals 
gc Fibres of India Ltd., Bombay were given a 
licence on 4-5-1961 for manufacture of 4.5 
million lbs. per annual of Polyester fibre and 
the) were given another licence for further 
expansion up to 10 million lbs. per annum on 
27-5-1967 (approximately 4,500 tonnes). 

(b) and (c) They have foreign collaboration 
with M/s. Imperial Chemical Industries Ltd., 
London, U.K. for implementing both the li-
cences. The foreign collaborators hold 60% of 
share capital in Hie Indian Company, The 
terms of payment of royalty are as follows: — 

Royalty payment in £ sterling in London 
on a national price of Rs. 9.2') per 11). on all 
polyester fibre sold or utilised as under: — 

(i) On sales or u t i l i s a t i o n  of 2 
mi l l ion  lbs. weight in anv calendar  
year—3},   per cent. 

(ii) On  sales or  u t i l i sa t ion   of the 
balance up to 2.5 mi l l i on  lbs. 
in any calendar year—2f per 
cent. 

The royalty pavment is due from 1st 
April, 19615 and will continue for a 
period of in years   thereafter. 

No royally is involved for the 
expansion of the capacity from 4.5 
mi l l i o n  lbs. to 10 million lbs. which 
expansion was licensed   on   27-5-
1967, 

The royalty payment is sub-jeci   to  
I n d i a n   taxes. 

12 Noo.x 
CALLING    ATTENTION    TO   A 
MATTER  OF   URGENT   PUBLIC 

IMPORTANCE 
REPORTED SUGGESTION BY AN EXPERT 
GROUP SET-UP  HY   HIE MINISTRY OF 

FLXVXCE     FOR    THE    FREEZING     OF PL-
ISO FI N D S  PERMANENTLY 

SHRI CHITTA BASU (West Bengal): 
Madam, with your permission, T beg to call 
the attention of the Deputy Prime Minister 
and Minister of Finance to the reported sug-
gestion by an expert group set up by the 
Ministry of Finance for the "freezing" of PL-
480 funds perma-n e n t l v  through a mutual 
agreement between India and the U.S.A. as a 
way "to cushion the economy from the  
inflationary  impact in  future". 

THE DEPUTY PRIME MINIS TER AND 
MINISTER OF FINANCE (SHRI MORARJI 
R. DESAI): Madam, it will be recalled that 
acting upon a recommendation of the 
Estimates Committee, the Government of 
India set up a small group under Prof. A. M. 
Khnsro of the In s t i tu t e  of Economic 
Growth to sti dv, inter alia, the inflationary efl 
;ct, if anv. of transactions relating to imports 
financed by U.S. PL-480. The Report of the 
Khnsro Group along with a statement of 
Govern-iiii nt's views regarding the Group's 
recommendations was sent to the Estimates 
Committee and the latter was laid on the 
Table of the Lok Sabha on April Hi. As 
Hon'ble Members may not have had the op 
portunity of looking at the Report and might 
have seen the recent newspapers reports about 
the freezing oT PL-ISO funds permanently, I 
am laying on the Table of the House a copy of 
paragraphs 08 to 71 of the Khnsro Report 
which contains their specific suggestions in 
this regard. (See belo-w). As Hon'ble 
Members will see therefrom, the khnsro Re-
port concludes that, after PI, 480 commodity 
supplies have ceased, anv expenditures from 
accumulated PI, 480 funds would have the 
effect of releasing net purchasing power and 
such  expenditures    would  therefore 
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be       expansionary. Government 
agrees with this conclusion. As Hon'ble 
Members will see, the Khusro Report 
recognises that this potentiality can be met in 
one of several ways. Their first suggestion is 
that expenditures from accumulated PL 480 
funds should be properly phased under 
agreement with the Government of India and 
that such agreement and knowledge would 
enable the Government to adjust its other 
expenditures in such a manner as to keep the 
total expenditure to a level which does not 
give rise to any inflationary effects. Their 
other suggestion is to obtain a grant from the 
U.S. Government; and their final alternative 
is to enter into an agreement to freeze the 
funds permanently. As Hon'ble Members are 
aware, all the PL-480 funds are currently 
invested in the special securities of the 
Government of India and are in that sense 
already frozen. Moreover, even at present 
funds are released for U.S. uses after 
consultations with the Government of India 
and the amount so released are exhibited in 
the budget on the expenditure side. 
Consequently, we are already following the 
procedure suggested by the Khusro Report 
and are taking steps to cushion the impact on 
the economy of expenditures from PL-480 
funds. 

Paragraphs 68 to 71 from the Report ' of the 
Expert Group on the Monetary Impact of PL 
480 Transactions. 

08. But a major source of potential inflation 
lies in the final accumulation of funds in U.S. 
hands in India. As the projects operated 
under PL 480 schemes mature and repayment 
is made by the Government of India into the 
American account at the Reserve Bank of 
India, American deposits in the Reserve 
Bank rise once again and the rise this time is 
not only by the extent of the repayment of 
capital, but also payment of interest which 
together work out to be a very substantial 
addition over a number of years. Assuming 
that grain imports are stopped at some 9—12 
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elate in the near future, no non-Indian supplies 
will be augmenting the availabilities of grain 
in India. But on the other hand, the piling up 
oi l i quidi ty  in the hands of the U.S. 
Embassy will pose sharply the question of the 
manner and the phasing of American 
expenditure against which there will be no 
physical grain or other availabilities. The 
problem would be very much like the com-
plex and the astonishingly large liquidity 
problem of war-time and post-war Europe, 
where very substantial accumulated liquid 
funds kept on putting inflationary pressures in 
all the markets for commodities and assets 
and distorted the normal operation of the 
economy leading the European Governments 
to take special measures to overcome the pro-
blem. 

69. It is clear that PL-480 funds 
have a big potential for becoming 
inflationary at a future date when 
grain flows will dwindle down or 
come to an end. American expendi 
tures on U.S. uses, one might hope, 
will he properly phased under Agree 
ment -with the Government of India 
and previous knowledge about the 
annual expenditure flows from this 
source would be available to the Gov 
ernment. This will enable the Gov 
ernment to plan its budget deficits 
and surpluses appropriately, but 
there is no denying that other things 
being equal, the impact of these ex 
penditures, will clearly be infla 
tionary. 

70. Another way to cushion the e.conomy 
from this inflationary impact -would be for 
the Government of India to obtain a grant 
from the t'.S.A. or, alternatively, enter into a 
mvtval agreement to freeze the funds 
permanently. In that case, the accumulated 
amounts or agreed parts thereof can be 
annihilated and the economy cushioned from 
their impact. The matter would be akin to the 
burning of currency notes at retirement. 

71. Of course, by the time such 
inflationary  impacts  develop,  if   the 



 

Indian economy becomes a scene ot an 
agricultural revolution and the pace of 
industrialization also catches up, it is possible 
for the Government to provide budget 
surpluses or smaller deficits (than would 
otherwise be the case), in order to nullify the 
impact of expenditures on U.S. uses out of 
accumulated U.S.-owned funds in India. 
Nevertheless, we are bound to say that in view 
of the very large sums involved and con-
sidering the large expenditure effects as well 
as the wealth effects of these sums, a solution 
acceptable to both Governments needs to be 
explored urgently. 

SHRI CHITTA BASU: Madam, apart from 
the big inflationary potential of PL-480 funds 
on our economy, the transactions under the 
PL-480 agreement very prejudicially affect 
the interests of India and they have got very 
wide repercussions, particularly of a political 
nature. A perusal of the conditions of the 
agreement would convince this House that 
this particular agreement is more in the 
interests of the policy of the US in India than 
to subserve the interests of the nation. This 
particular agreement helps the US 
Government to continue and carry on their 
neo-colonialist policy in this country of ours 
with an aim to subvert our economy and also 
undermine the democratic institutions. This 
very agreement also . . . 

THE   DEPUTY      CHAIRMAN: Please 
ask for clarification. 

SHRI CHITTA BASU: I shall complete it 
in two minutes if I am not disturbed. I shall 
complete it in two or three minutes, not more 
than that. This agreement increases our 
susceptibility to the twist and blackmail of the 
US interests, parti cularly of the Pentagon to 
the verv serious detriment of our real inde-
pendence and sovereignty. This agreement 
also provides ample opportunities for the US 
Government to make deliberate inroads into 
our cultural, political and social life. Also, 

you will agree that this agreement i tghtens 
the grip of the US impe-rialists over our 
national economy by the mechanism of 
various visible and invisible strings attached 
to it. Finally, it also frustrates the very object; 
of having a self-reliant economy in our 
country. In the context of these very 
disastrous consequences . . . 

THE    DEPUTY    CHAIRMAN: 
In this context, please ask a clarification. 

SHRI  CHITTA BASU:   May    I 
know from the Hon. Minister whether the 
Government considers it desirable to abrogate 
the agreement lock, stock and barrel and to 
begin with permanently freeze the accu-
mulation, as suggested by the expert 
committee, so that the US interests cannot 
have a permanent base in India and we can 
also lift India from the quagmire into which it 
has been landed due to the wrong policy of 
subservience and capitulation? 

SHRI    MORARJI    R.    DESAI : 
All the premises given by the hon. Member 
are a result of the coloured glasses through 
which he looks. If he had not done that, he 
would not have made the wrong statements 
which he has made. 

(Interruptions) 

SHRI CHITTA BASU:    It is not coloured.    
It is  transparent. 

SHRI    MORARJI    R.    DESAI : 
He has prejudices and these prejudices are 
reflected in what he has said. The PL-480 
agreements which are made are made by us 
for our own benefit and not for the benefit of 
the USA at all. They do not impose any 
conditions which deflect our economy or 
which go against our economy. We should be 
grateful for the PL-480 agreement    . . . 

SHRI CHITTA BASU:    Certain Iv not. 

SHRI    MORARJI    R.    DESAI : 
. . . and   not  the  other  way.     The 
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hon. Member may say anything, but I do not 
agree with him at all. 

SHRI M. V. BHADRAM (Andhra 
Pradesh): May I know from the hon. Minister 
the total amount accumulated so far and the 
amounts released  in  the  last two years? 

SHRI    MORARJI    R.    DESAI : 
It is not possible for me to give these amounts 
just now, but if they are wanted,  I shall 
certainly give them. 

SHRI A. D. MANI (Madhya Pra desh): 
According to the study team's report, a part of 
the expenditure of the US Embassies in Nepal 
and Burma are met out of PL-480 funds. May 
I ask the hon. Finance Minister what is the 
rationale for such expenditure being met out 
of PL-480 funds which have accumulated in 
India? 

SHRI    MORARJI    R.    DESAI : 
The hon. Member ought to realise that   these   
funds   belong   to   them. 
They do not belong to us. When we got from 
them foodgrains, we had to pay money for it. 
Now, all that money was paid so far in rupees 
and under the recent agreement a part of it. 
has got to be paid in dollars. In regard to those 
amounts which were paid in rupees before, a 
part of it belongs to them. A part of it was 
made into grants automat i c a l l y  and a part 
of it remains to be returned in forty years or 
fifty years. With regard to the amount which 
belonged to them and which had to be 
returned to them in rupees, we agreed that 
they could spend it here on this Embassy and 
the other Embassies. It is a matter of agree-
ment. It is a question whether we want these 
foodgrains or we do not want them. If we 
want the food-grains, then we have got to take 
them, giving all these conditions. It is cheaper 
for us, better for us and more convenient for 
us and they did that when we required it. But 
we do not want that when we become self-
sufficient, for which we have worked, 

and I think that condition is soon arising and 
coming. 

SHRI SURESH J. DESAI (Gujarat): May I 
know if it is a fact that the Expert Group 
which had been appointed had said that the PL 
480 funds had really no inflationary effect on 
our economy at present? Secondly, the funds 
which are released. SO per cent of the funds 
which are loaned to the Government of India 
and about 7 to 8 per cent which is given as 
Cooley Funds are released with the 
permission and consent of the Government of 
India and therefore there is hardly any danger 
of any large loose funds having inflationary 
impact on our economy, of their being 
released without the knowledge and consent 
of  the  Government of India. 

SHRI    MORARJI    R.    DESAI : That 
has been stated already. 

SHRI M. K. MOHTA (Rajas than): May I 
ask the Finance Minister, if I have understood 
his answer to the main question correctly, 
whether the accumulated PL 480 funds are 
invested in special Central Government 
securities and in that sense they are already 
frozen? So, what is the implication of freezing 
them still further and what would be the 
modus operandi in that connection? Secondly, 
has the Government got the reaction of the 
U.S. Government to this proposal? 

SHRI    MORARJI    R.    DESAI : 
They are frozen in the sense that they are 
invested here already. But they have to be 
returned. If they are not to be returned, then 
they are permanently ended. That is what is 
asked for. That is a matter which can be done 
by agreement between the two Governments 
and not by one-sided decision. 
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and I really congratulate the Government for 
taking such a stand. But at the same time I 
want to know this. As you have stated rightly, 
in the Fourth Five Year Plan period— and it 
is our intention to do so in the Fifth Plan 
also—we are doing away with the PL-480 
import of food-grains. Then naturally a time 
will come when there will be a likely deficit 
in the budget. And for that purpose, the 
Finance' Minister has stated that that much of 
deficiency has been taken care of in the 
successive Budgets. 1 want to know from the 
Finance Minister whether, while taking care 
of this deficit, there is any possibility of the 
price-line being maintained because there will 
be the inflationary character of that deficit 
being increased by that much amount. So, I 
want to know from the Government whether 
they have taken the right steps so that in the 
Fourth Plan or in the Fifth Plan, the price line 
will be maintained for industrial   progress  
and   exports. 

SHRI MORARJI R. DESAI : That is the 
hope and that is the attempt. 

SHRI BHUPESH GUPTA (West Bengal): 
First of all, even before this Report came to 
us, many economists have pointed out the 
dangers of the rupee counterpart PL-480 
funds. Even the then Finance Minister, Mr. T. 
T. Krishnamachari, when he was in office, 
said in Bombay that there was great anxiety 
and concern in the Government over such 
accumulations over there. Is it not a fact that 
the economists have pointed out that the PL-
480 accruals come to over Rs. 2,000 crores, 
almost equal to one-half of the currency in 
circulation, and that if these trends were to 
continue, a time might come when the Ameri-
cans, indirectly, would be controlling the 
Indian currency? Is he aware of that? 

SHRI N. SRI RAMA REDDY (Mysore):   
It is absurd. 

SHRI BHUFLSH GUP J A: lhat is what the 
economists have said. You can well 
understand—if some agency has control over 
so much of funds equal to one-half of the total 
currency in circulation, then it is a very 
strategic position. I should also like to know 
whether it is not a fact that some of the funds 
are used in a manner which calls for enquiry. 
For example, now we are told that there is a 
sum of Rs. 366 crores with the Americans for 
their expenditure here and that out of that Rs. 
100 crores or so are for the expenditure of the 
American Embassy in this country. Is the hon. 
Minister aware that Rs. 25 crores have been 
spent, according to the reports submitted by 
them to the Government, for the USIS, the 
American Information Service here? 

AN HON. MEMBER: How much? 

SHRI       BHUPESH       GUPTA: 
Rupees twenty-five crores, according to what 
they have told this Government. 

Now, this is a very serious matter. Have 
they made an inquiry as to how the moneys 
have been spent and why so much money 
should be spent on an Information Service, 
the USIS. 

Secondly, I should also like to know 
whether the Government has anv idea . . . 

SHRI LOKANATH       MISRA (Orissa): 
How much is the expendi ture on the 
Russian Information Centre? 

SHRI BHUPESH GUPTA: Give another 
Calling Attention Notice. The Russians do not 
believe in PL-480. Madam, Deputy 
Chairman, why is he interrupting me? My 
hon. friends know very well that the Russians 
do not believe in PL-480 or in 420. 

.SHRI LOKANATH MISRA:  They believe 
in Patriot and Link. 
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SHRI DAHYABHAI V. PATEL (Gujarat): 
They believe in subversion. 

SHRI BHUPESH GUPTA: My friend 
believes in 420, you believe in 420. The point 
here is this. It is Rs. 98 crores—a huge 
amount. You should find out. Then again, is 
the hon. Minister aware that Rs. 67 crores 
have already been spent under the Cooley 
Agreement and that another Rs. 07 crores 
have been set apart as Cooley loans which 
means moneys to be given to big business 
capital or private collaboration between the 
American monopolists and the Indian 
monopolists with the consent of the 
Government of India? I should like to know 
what the Government is doing in this matter. 

THE    DEPUTY    CHAIRMAN: 
You have asked many questions. 

SHRI BHUPESH GUPTA: I would like to 
know why the Government is not taking steps 
to see that the Americans keep, in the first 
place, a proper account of the moneys which 
they are spending--huge sums are being 
spent—and secondly, why the Government is 
not taking charge of the entire accruals, apart 
from what the Americans might require, for 
example, for meeting the legitimate 
expenditure of their Embassy or some other 
agency •here. And finally, is he aware that 
these funds are being diverted even for 
interference in elections and so on? I do not 
know how much has been   spent  in   
Banaskantha. 

THE      DEPUTY   CHAIRMAN: 
That will do. 

SHRI BHUPESH GUPTA:    1 do 
not know; I do not claim to know . . . 

THE DEPUTY CHAIRMAN: I   know   
that. 

SHRI BHUPESH    GUPTA:   
how much has been spent in Banaskantha. Do 
not blame me. I am ignorant in  this matter. 

(Interruptions) 

THE    DEPUTY    CHAIRMAN: 
You cannot go on like this. 

SHRI BHUPESH GUPTA: Why? Is my 
question inconvenient? It is utilised for 
subversion, for building up  the American   
Lobby .  .  . 

SHRI BABUBHAI M. CHINAI 
(Maharashtra): What about Mid-it apore? 
How much money has been spent in 
Midnapore on Mr. Krishna Menon's  election? 

SHRI BHUPESH    GUPTA:   . . . 
for cloak and dagger . . . (Interruptions) Why 
is he disturbing me? . . . for cloak and dagger 
diplomacy of the United States of America, 
for open bribery and political corruption. 
Therefore, I say that in political terms it is 
420. You must remember: At political level it 
is 420 and at the economic level it is PL-480. 

SHRI    MORARJI    R.    DESAI : 
It is impossible for me to give an answer to 
the rambling dissertation which the hon. 
Member has given. He might say that because 
this money is there, the U.S. Government has 
control over the economy of ihis country. This 
is only a figment of his imagination. There is 
absolutely no control by any country here 
over our economy, whether it is the USA or it 
is the USSR or it is England or France or 
anybody. There is no question of that. There 
are rupee funds everywhere. But that does not 
mean that they have control over us. And it is 
something fantastic and absurd if it is 
suggested that I should ask the United States 
Embassy to give an account of its expenditure 
on the Embassy. This is not done anywhere in 
the world. 

SHRI BHUPESH GUPTA: PL-480 funds? 

SHRI    MORARJI    R.    DESAI : 
Even PL-480 belongs to them. 

SHRI       BHUPESH       GUPTA: 
Which belongs to them? 
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SHRI    MORARJI    R.    DESAI: 
They arc spending their money, not my 
money. 

SHRI BHUPESH GUPTA: Your money. 

SHRI MORARJI R. DESAI: The hon. 
Member has no sense of proportion. That is 
why he goes on saving like this. 

SHRI BHUPESH GUPTA: What is sense 
of proportion? (Interruptions) The hon. 
Minister should not philosophise. I say, PL-
480 accruals are rupees, they are not got from 
the United States. 

 
THE    DEPUTY     CHAIRMAN: Please  

sit down. 

.SHRI N. SRI RAMA REDDY:   I 
would like to know from the hon. Finance 
Minster whether some portion of these PL-
480 funds is being used for research purposes 
in this country and, if so, what is that amount, 
and how far it is beneficial to this country. 

SHRI   BHUPESH     GUPTA:      I 
hope that PL-480 funds are not used for 
Congress Parliamentary elections. 

SHRI MORARJI R. DESAI: Accounts of 
these funds I cannot give, but whatever 
money is spent here is spent for the benefit of 
this country and not for the benefit of any 
other country. 

SHRI MULKA GOVINDA REDDY 
(Mysore): I'would like to know from the 
Deputy Prime Minister whether the P.L. 480 
spending is regulated in any manner and, if 
not, are they free to spend money in any 
manner they like, and has it come to the 
notice of the Government that these P.L. 480 
funds are many a time surreptitiously spent 
for political subversion and given as 
donations to some political party? What steps 
have the Government taken to prevent this 
malpractice? 

10—12 RSS/ND/69 

SHRI     MORARJI    R.    DESAI. 
If any of the Embassies do this in this country 
and if we come to know of it. we will take 
action immediately. But if we do not find out 
we cannot do anything. Let any information 
be given to us and we will certainly go at it 
and see that necessary action is taken. But 
merely vague  allegations have  no meaning. 

REFERENCE TO BANASKANTHA BY-
ELECTION 

THE     DEPUTY     CHAIRMAN: 
Mr. Chinai. He has taken my permission. 

SHRI  BABUBHAI   M.   CHINAI 
(Maharashtra): Madam Deputy Chairman, 
with your permission I want to raise a very 
important issue which has taken place during 
the course of the last ten days twice. On 
Sunday before last there was an election in 
Banaskantha. The campaign was closed at 5 
o'clock on Friday evening. Unfortunately our 
President expy-ed and the Election 
Commissioner thought it fit to postpone 
election for one week. I had a talk with him 
and I drew his attention that since the election 
process had started he should not stop the 
election. Moreover, this was not a festive 
occasion and therefore, I said, that the 
election should continue. Further, in his 
wisdom he thought that as it was a time of 
national mourning, no controversy should be 
raised. 

Yesterday counting was going on and some 
objections were raised by the opposite 
candidate of Mr. Patil which was rejected by 
the Returning Officer. In the evening at 7-45 
Mr. Amersey telephoned to the Election 
Commissioner. He raised objection to the 
result being announced. In his wisdom the 
Election Commissioner authorised and 
informed the Returning Officer that the 
counting should be over but the result should 
not   be  declared. 

By all canons of justice and election   rules  
the  Returning  Officer it 


