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Shall we pass on to the next business ? It
is 1 Q’clock. The House stands adjourned
till 2.30.

The House then adjourned for Iunch at one
of the clock.

The House rea-sembled after lunch at
half-past two of the clock, the Vice-CHAmR-
MAN (SHRI M. P. BHARGAVA) in the Chair

RESOLUTION RE LEVYING OF EX-
PORT DUTY ON CERTAIN COMMO-
DITIES—Con:d.

SHRI K. K. SHAH (Maharashtra) : Mr
Vice-Chairman, Sir, my friend, Mr
Bhupesh Gupta, was waxing eloquent on
the question that the consumer would suff-
er because the export duty has been levied.
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SHRI BHUPESH GUPTA (West
Bengal) :  No, no; you misunderstood me.

I never said that the consumer will suffer
because of the Export Duty. I said the
consumer will suffer as a result of the things
that you are doing.

SHRI K. K. SHAH : All right, the
consumer will suffer as a result of what we
are doing.

SHRI BHUPESH GUPTA : I referred
to Mr. Manubhai Shah's statement and [
said, “Cut your consumption. Drink Iess
fca and send it outside.”

SHRI K. K. SHAH : It is now there-
fore necessary that 1 should give him a
little idea of what devaluation means. In
this country, what is known as the Reserve
Bank controls the internal money circu-
lation. 1f payments have to be made to a
foreign country to a larger extent, to that
extent the Reserve Bank withdraws more

money from internal circulation. If pay-
ments are  made to a  foreign
country to a lesser extent, to that

cxtent the Reserve Bank withdraws lesser
money from internal circulation. In fact,
devaluation has the effect of deflation.
Therefore, devaluation does not change the
differen.e. So far as the article is con-
cerned.  (Interruptions) My dear Sir,
please bear with me patiently, and you will
agrec with me. Mr. Dahyabhai Patel may
also revise his opinion if he likes. Coming
to devaluation, take for example an article
which cost us 10 Dollars prior to devalu-
ation. In that event, prior to devaluation,
it was the Reserve Bank which was making
payment of the 10 Dollars on behalf of an
Indian importer and was taking from the
Indian importer Rs. 45. Today, if the
same article cost us 10 dollars, it will conti-
nue to cost us 10 Dollars, but the Reserve
Bank, while making payment of the 10
Dollars to a foreign country, will take from
the Indian importer Rs. 75. This is the
difference. So far as the article is con-
cerned, there are two types of transactions
which take place in the international mar-
ket, transactions which take place on the
basis of barter agreement or rupee pay-
ment. I will deal with the transactions
which are on the basis of rupee payment
or barter agreement later on. But trans-
actions which take place otherwise in the
international market are either in Dollars
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or in Pounds Sterling or in Marks or in the
other currencies of other countries. By
devaluation the prices of these commodi-
ties do not change at all so far as the
Pound, Dollar or Mark is concerned. The
same price will be paid by the Resesve
Bank. The only difference is that the
Indian importer, instead of paying what ke
was paying before the 5th of June, will
pay 57 per cent more to the Reserve Bank,
not to a foreign country. In the same way
it a pound of tea was fetching six shillings
in the international market, it will conti-
nue to fetch six shillings today. The Re-
serve Bank will receive six shillings from
the foreign purchaser and will pay to the
Indian exporter, instead of Rs. 4.50 paise,
Rs. 6.7$ paise. Therefore, so far as de-
valuation is concerned, neither the prices of
the international commodities, as they are
known in the international market, have
been changed, nor our liabilities have gone
up. Whether our liability is 2,000 dollars
or 1500 dollars, it has gone up in rupees,
not in dollars.

SHRI BHUPESH GUPTA -
saying nothing has gone up.

You are

SHRI K. K. SHAH : You will see what
has gone up. Devaluation has internal
effect. Devaluation has no external effeet
whatsoever. It is the correct answer. For
example, our international debt is paid in
Pounds, Dolars, Marks and so on.

SHRI C. D. PANDE (Uttar Pradesh) -
From Rs. 2600 crores our debts have gone
up to Rs, 4800 crores. Do you mean to
say that the difference of Rs. 1700 crores
signifies nothing ?

SHRI K. K. SHAH :
ing to that.
remember.

Yes, I am com-
It is in terms of rupees, please

SHRI BHUPESH GUPTA : On a point
of order. Are we entitled in this House
to exhibit our colossal ignorance in ths
manner in which he is doing ?

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Well, you can put that
question to yourself.

SHRI K. K. SHAH : Perhaps my learn-
ed friend does not want to understand.
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<BHALI V. PATEL (Gua.
SHRI DAHY Ay ot order  Are we dia.
rat) © On a porp o The debate seems to
cuscing dosalual pocayse Mr Shah 1 pro.
be on devaluglccries on devaluation W
poundmg o ih hiom or not I think the
I\mljvy 5 on the Devaluation of the Rupey
LaAds 10 the name of Mr. Bhupesh Gupta,
and 1 was waittirg 10 see him move the
viohon But Mr Shah ts bring ng 1n de.
valugeon which 15 not the subject of the
R _goiation under discussion
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I
r1g. VICE-CHAIRMAN (SHRI M P
Bir - VA) TIhe subject of the Revolu.
aon ®Y¥connected with devaluation indirectly

/°11R1' K K SHAH  The export levy
~ wonne-ted with devaluation  Sir, 1 again
repeat, and | beg of my friends to lend
their ears o me [he reason 1s sumple
The paymei~t that 35 made to a foreign
ounty, SO ¥ar as our debt 1s concerned,
is 1n Dollars,; Pounds, cic, and Rupees are
not accepted yn payment of our debts, and
we debt 1> pad by seliing our goods out-
side  The good, are sold outside either for
Pounds or Dokfars or Marks, or they are
sold on the bast  of barter agreements, or
on the basis of rijpees with rupee payment
countries I am noyt dealing for the time
being with rupee puayment countries, or
barter agreements am dealing with the
international marke This is why this ex-
port daty has bee# jevied Now why 1
export duty levied 7 The export duty 1s
levied for the simple &reason that the worth
of a dollar has nisen 8o Rs 750 after de
valuation from Rs * <. ,pefore  devalu-

ation Now if , tne expo-fty would not
bave been 1 levied, we woulgve received
icsskfr:; . B;bc siles 1n the ernauonal
rmar L since the export duty'7Vied,

the pry N
- Price whych (¢ pard bemng in Dollast

m Po
unds, g, eYnorter 1p India

have got my
ch .,
8ot prr 4o devalu, than he woulq
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So ldr as our exports are concerned, 80
per cent of our exports are traditional ex-
ports ‘They are either of jute or of tea or
of coffee, and these commodities have an
nternational marhet There the price 13
quoted mnot 1in Rupees My friend, Mr
Babubhai Chinai, may heep an open mund, .
otherwise 1n his transactions he may com
mit mustakes He has been rather con
fused om the question of nternational
foreign exchange So let him try to under
stand again

SHRI BHUPESH GUPTA  He has an
open mund and an open purse for you

SHRI K K SHAH  Thank you very
much Therefore, if not now, at lcast when
he deals with the transactions he will rea-
lise that these commodities, coffee, tea, jute. |
have an mternational market and the price
15 quoted m 1nternational cusrency, that
15 11 Dollars, Pounds and so on  When de-
valuation takes place, the price n the inter-
national market does not come down

SHRI AKBAR ALl KHAN (Andhra
Pradesh) We will have to send more
goods, double the quantity 1n order to get
the same amount

SHRI K K SHAH No That s why
this export duty 15 being levied

SHRI C D PANDE  Thiss Rs 1,700

woyld
haye

crores more of your habilities, 18 it of no .~
consequence ?
/

SHR! BHUPESH GUPTA Now, he
' 18 saying shoching things In order to ezrn
i 100 dollars 1n America, he says we do :an
| have to send more goods after devaluats
|

Then what 1s this devaluation for ?

! SHRI K K SHAH You are talking
the transaction takes place 1 rupee
wher

a0 ' an
z::: ui;’.r ‘1’1“2"31 °°“N}:1:n 3’;3?1‘;!18 oL BHUPESH  GUPTA  That 15
the prices for in:‘:rtll;a]a VR 9 seerng ;hv%" w1l happen
consupr ;o0 do a
Qo  {SHRI K. K. SHAH 1 have been tell

£o up tha-t the export duty h
" & man fg getting 1n the 1nt
et six shillings for o pound

as legn

&x shillongs today cost Rg

country, then nob
selling af ody will be

levied That Is the object of export.

interested ip
Rs 450 unless the export duty ig \I do not have

V‘e‘;mg my hon. friend that he 15 talking of

Jiransactions taking place in rupee.

SHRI DAHYABHAI V. PATEL: We
anythmg but rupee in thus

country.



2339 Levying of Export Duty

SHRI K. K. SHAH : We are talking of
foreign exchange.

SHRI BHUPESH GUPTA : You are in
1 thorough state of confusion.

SHRI BABUBHAI M. CHINAI (Maha-
-ashtra) :  After this devaluation of the
-upee, where we paid Rs. 4.76 for a dollar
we now pay Rs. 7.53 and therefore to that
:xtent devaluation of the rupee has taken
slace. So for earning 100 dollars you will
10w have to pay 57.5 per cent more. Is
hat correct ?

SHRI K. K. SHAH: Yes, in rupee.

SHRI BHUPESH GUPTA: And so to
r‘arn that much you will have to send 57.5
ver cent more of goods.

SHRI K. K. SHAH : If my hon. friend
vill bear with me, I will explain the posi-
ion. He is mixing up what will be paid in
areign exchange and what you will be pay-
ng in rupee.

SHRI BHUPESH GUPTA: ‘That is
vhat it is.

SHRI K. K. SHAH: No. So far as
he export duty is concerned, the export

futy is intended to see that the foreign ex-
hange earnings continue to be the same

o far as the traditional exports are con-
erned.

SHRI BHUPESH GUPTA : You don’t
ave to send out more quantities of goods ?

{

SHRI K. K. SHAH : Export duty, I re-
est—and you can get it examined by any
xpert economists—is intended to see that
ur foreign exchange earnings continue to

¢ the same so far as the traditional ii""‘(v'ﬁl again repeat for yous.
the . . .

r¢ concerned.

SHRI BHUPESH GUPTA: How 1
€. ..

SHRI K. K. SHAH : If my hon, frienl
ill bear with me for a moment, I will ex-
lain the position by taking an exam
hat will satisfy him. Take for example an]
ticle which cost Rs. 10 prior to this de-
duation and that it had import content
orth Rs. 3. After devaluation this import

ple.| yrted articic
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content will cost Rs. 4.50 #

H f the article will ind therefore the
price © ¢ be Rs. 11.50.

SHRI BHUPESH GU,' ..
little less. f

SHRI K. K. SHAHt‘: Let us say n .
be Rs. 1150, Now Rs. 17.50 prior to .
valuation was equivalent to 2. u...ars nd '
today after this devaluation Rs, 1i.50 will
be equal to only 1% dollars. Therefot'b in
order that we may not rew e o
1% dollars but with a view to realising ‘the
same 2} dollars we are putting this ermort
duty. That is the correct positx. ?nd .
is a very simple matter.

Thiat is a

May be a

SHRI BHUPESH GUPTA :
simple thing.

i
SHRI K. K. SHAH : That is ;simpie and
now my hon. friend understancss it.
!
SHRI BHUPESH GUPTAt Youn can
say the earnings will be taken g-Way in order
to meet this requirement.

4

SHRI K. K. SHAH ;: Eghrnings will not
be taken away if the im,00rt cuty is pro-
perly levied in the countiry.

THE VICE-CHAIRJMAN (SHRI M. P.
BHARGAVA) : Mr.»Shah. on uis Re~
lution Mr. Gupta will } not understa . it.
But if you are speakin‘s bis dn his own
Resolution, then he w?ll understand you.

SHRI BHUPESH GUPTA: My trou-
ble with my fricn .13l e Jie is confused.

SHRI K. ¥HAH: And ®Y _  trouble
with yoy that you don’t ber Wi s

erstand me.
ar_lvdd“ don't try to l]ﬂd. ation M -‘.n

No, yot

SHRI BHUPESH GUFTA:
peed not repeat.

der-
n K. SHAH: Yoo ?an und
.f.ljl}rlns sauch. Just as the prices of im-

s in rupee have gone up, in

th' same way whlle yOll eXChallge that
ay,

i 08
prict of =sports for .the purpose
into dollars, the price 1n dollars will t.)e lests.
And we do not want our export earnings to
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go down. Therefore we are putting this ex-
port duty. If that is understood, then it is
a very simple thing.

AN HON. MEMBER : Import duty ?

SHRI K. K. SHAH: No, export duty.
It is not import duty. And again I repeat,
if my hon. friends will bear with me. An
article which cost Rs. 10 prior to devalu-
ation and in which the import content was
costing Rs. 3/- the same article will now
be costing Rs. 11.50 after devaluation be-
cause the cost of that import content has
gone up by Rs. 1.50, that is to say, from
Rs. 3 to Rs 4.50. Therefore the article
will now cost Rs. 11.50. Now this
Rs. 11.50 has to be converted into dollars.
Prior to devaluation Rs. 10 were equal to
2 dollars and a few cents. Now, if you
convert Rs. 11.50 into dollars, it will be
less thnn 2 dollars. So even though the
price of the imported content has gone up,
so far as the external market i3 concerned,
its competitive character is still maintained.
This point of view must be remembered.
It should also be remembered that at the
moment I am not dealing with internal
prices. So far as the internal prices are
concerned, these internal prices have gons
up to the extent of the rise in the cost of
the imported content in the article. But
so far as the outside world is concerned,
when you convert that price into Dollars,
Pounds, Marks and so on, on account of
this devaluation, it will be the same or less
in terms of Dollars, Pounds, Francs and 50
on. It will not be less if export duty is
levied. Now, take the case of an article
like tea. A pound of tea or say, a tonne
of tea got us 100 Dollars. The price of
tea in the international market has not gone
down. The price of tea in the international
market continues to be the same. A tonne
of tea will continue to get you 100 Dollars.
The Indian exporter formerly used to get
Rs. 450 for a tonne of tea. That is to
say, before the Sth June, a tonne of tea
used to fetch that much in the international
market, and for 100 Dollars the Indian ex-
porter used to get Rs. 450/-. Today, if
no export duty is levied he will get
Rs. 750/-. Therefore, the Indian exporter
will get Rs. 300 more if no export duty is
levied. Therefore, if he gets outside Rs.
750/- then why should he sell for a lesser
price interpally ? If he gets 100 Dollars
for his tea outside, which sum gives him
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Rs. 750/- then he will not be interested in
selling it here. But we want to maincain
the internal prices. Therefore, you shonld
mop up the profits by this export duty.
This proposition is 100 per cent correct.
When this proposition is cent per cent cor-
rect, then a corollary follows. The curol-
lary that follows is this. For one tonne
of tea you continue to get 100 Dollars to-
day. It was fetching the same 100 Dollars
prior to S5th June. After the 5th of June
nobody can deny that . . .

SHRI BABUBHAI M. CHINAI‘ But
at what cost ?

SHRI K. K. SHAH : At no cost. The
international price of tea does not depend
on Mr. Babubhai Chinai. The internatio-
nal price of tea depends on the supply and
demand position in the international mar-
ket. Now, the international market price is
fixed in Dollars, Pounds, Marks and so on.
The price of tea also is fixed in the inter-
national market in Dollars, Pounds, Marks
and so on. Therefore they continue 10 be
the same so far as the prices of our tradi-
tional exports like jute, tea and coffee are
concerned. ®S5So your sale proceeds in
foreign exchange do not come down at all.
If you accept that, then to the extent of
Rs. 600 crores which in terms of
Dollars . . .

SHRI AKBAR ALI KHAN : May I ask
one question just to enable me to urnder-
stand the position?

SHRI K. K. SHAH: Yes.

SHRI AKBAR ALI KHAN: Suppose
to earn 100 Dollars we used to sell 100
tonnes. Now, to earn the same amount of
100 Dollais, do we not have to se'l 150
tonnes ?

i

SHRI K. K. SHAH : If my hon. {riend
had tried to follow what I have been raying,
he would have understood the pasition.
Please forget for the time being the rupee
exchange and the barter agreements.

SHRI DAHYABHAI V. PATEL .
the Indian consumer.

And

SHRI K. K. SHAH: Why?
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SHRI DAHYABHAI V. PATEL . Of
sourse, you have to forget the Indian con-
sumer.

Shri K. K. SHAH : Please let us re-
membzr that we are at present dealing with
foreign exchange. I will come to the ques-
ton of the Indian consumer later. So far
as our foreign exchange is concerned . . .

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : Mr. Shah, you have taken
20 minutes. You must burry up now

SHRI K. K. SHAH :
very difficult point.

But I am on a

THE VICE-CHAIRMAN (SHRI M. P
BHARGAVA) : Yes, it is a difficult point.

SHRI K. K. SHAH : Shri Akbar Ali's
query was. Shall we not be required to
send out 150 tonnes of tea instead of 100
fonnes in order to earn 100 dollatrs. My
answer to Akbar Ali Sahib is this. The
price of tea in the international market is
fixed by the international comity of nations
and they fix it in Dollars, Pounds, Francs

and so on.
°

SHRI AKBAR ALJI KHAN:
have to send out more quantity.

But we

SHRI K. K. SHAH : Therefore if prices
of tea are fixed by the internationa! mar-
ket, they do not depend upon the value of
the Rupee. If you tender 100 tonnes of
tea even today they will give you 100
Dollars. Please remember that the price
is in Dollars and not in Rupees. The prices
of commodities in the international market
are fixed in Dollars, Pounds and Marks, not
in Rupees. Therefore if prior to 5th June
your 100 tonnes of tea used to fetch you
100 Dollars today also your 100 tonnes of
tea will fetch you 100 Dollars.

SHRIMATI TARA RAMCHANDRA
SATHE (Maharashtra) : But we can sell
it at a cheaper rate even.

SHRI K. K. SHAH: When the inter-
natjonal prices are fixed according to avail-
ability nobody sells it at a lesser price. We
are not fools. It depends upon demand
and supply in the international market. If
Ceylon is selling a pound of tea for six
shillings, why should India sell for less than
six shillings 2 1t is in foreign currency; the
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prices are quoted in foreign currency and
the transactions take place in foreign cur-
rency.

SHRI C. D. PANDE: May I just ask
one thing. You are giving examples but
there is one doubt that still remains. The
whole assumption is on the basis that upon
devaluation we shall be in a position to inc-
rease our exports and we will earn more
foreign exchange. We were carning Rs. 800
crores by exports and we expect to earn
Rs. 1400 crores in terms of foreign exchange
under the present rates. On the one hand
we claim to be making our things cheaper
because we say devaluation means our
things will be cheaper and they will have
better markets in the world. We claim
that we have devalued because we will have
better markets for our commodities since
they will be cheaper now. At the same
time we will have counter-vailing export
duty so that it will bring in the same amount
of money, ' So we will not get more foreign
exchange because the old Rs. 800/- crores
will be Rs. 1400 crores according to the
new rate. To earn anything more you will
have to export more. As a matter of fact
do you expect the benefit of devaluation to
be . ..

SHR] K. K. SHAH: 1 entirely agree
with you. So far as the rupee payment is
concerned it is only conversion. There is
no question of that., Rs. 800 crores will
be converted into a higher amount but the
commodities will be the same, your earn-
ings in foreign exchange will be the same
and there will be no difference.

SHRI DAHYABHAI V. PATEL: 1Ii
will only mean higher price for the internal
consumer.

SHRI K. K. SHAH: It will not be
higher price for the consumer here if you
see export duty is properly levied. If this
point has been understood properly that
whatever commodities we were tendering in
the international market they will continue
to fetch the same foreign exchange since
the prices in the international market conti-
nue to be the »ame, then the position will
become clear. They say they will get Rs.
1400 crores because on account of devalu-
ation they will now get 57 per cent more
in terms of the rupee.
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SHRI C. D. PANDE :
more? I doubt.

SHRI K. K. SHAH : Conversion auto-
matically gives you more; that is why they
say they will be getting more. There is no
magic that because of devaluation our ex-
port earnings will go up unless we sell
more. 1 shall come to this point later but
pow I am dealing with Mr. Dahyabhai
Patel's question that the consumer will pay
more. Prior to devaluation on an article
which cost us Rs, 10 we levied an import
duty of Rs. 6 and it became Rs. 16. After
levying the import duty we put an excise
duty of Rs. 3 and it went up to Rs. 19.
That is how the article became costly.
Therefore a time has come when the Gov-
ernment of India after devaluation should
look into the price construction of each
commodity, especially the essential com-
modities. It is time that the essential com-
modities are listed and where essential com-
modities are concerned the import duty and
the excise duty should be so arranged—in
some cases they should be removed al-
together—that the consumer shall not have
to pay more. Today what will happen is,
the price of an imported article instead of
Rs. 10 will become Rs. 15 but if you re-
move the import duty of 60 per cent there
will be no addition to the price. Therefore
the first thing that should be done after de-
valuation is, the essential commodities
should be listed by the Government of India
and so far as these essential commodities
are concerned, the excise duty and the im-
port duty should be so adjusted that the
prices do not rise. This is the first thing
that should be done by the Government of
India. The second thing that should be
done is—I hope my friend here will bear
with me.

Shall we get

(Interruptions)

My friend here said that pressure has
been brought by the United States of Ame-
rica. If they have brought any pressure,
then it is against their own interests, And
you will see how. Formerly if I had
Rs. 100 and if I could purchase two Parker
pens for Rs, 50 each I used to place an
order for two Parker pens. Today the price
of one Parker pen will go up by Rs, 30
and therefore I can place an order for only
one pen now and not for two Parker pens,
and the Reserve Bank will have to pay only
for one Parker pen and not for two in
foreign exchange. -
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SHRI P. K. KUMARAN (Andhra Pra-
desh) : I am unable to understand this
argument.

(Interruptions)

SHRI K. K. SHAH: 1f you do not
understand it is my misfortune; it is my in-
capacity to explain.

A Parker pen which used to be quoted 1n
Dollars used to cost us ten Dollars prior to
devaluation. That much you understand ?
And the Indian importer was giving Rs. 45
for that. Today the Indian importer will
have to give Rs., 75 for that. Supposc ao
order for two Parker pens was his capacity.
However high one may be his capacity will
be limited. Now he will be placing an
order for only one Parker pen.

SHRI DAHYABHAI V. PATEL : That
is begging the question

SHRI K. K. SHAH :
the question.

It is not begging

SHRI BHUPESH GUPTA: But we
have not devalued to get more Parker pens.
Don’t you know that balance of trade
is ...

SHRI K. K. SHAH : Therefore this is
the chance for increasing the trade with
rupee payment countries and barter coun-
tries.

SHRI BHUPESH GUPTA: Parker
pens you forget.
SHRI P. K. KUMARAN: You have

taken a wrong exampls.

SHRI K. K. SHAH : All right you take
a machine.

SHRI BHUPESH GUPTA : America is
selling to us fertiliser; America is selling to
us wheat and various other things for which
we have to pay higher prices and he is
talking of Parker pens.

SHRI K. K. SHAH : It is not a wrong
example. Whatever may be the require-
ments of the country .. .
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SHRI P. K. KUMARAN: For two
Parker pens they used to get Rs 90 but
now for one Parker pen they will get Rs.
75. What about that?

SHRI BHUPESH GUPTA: Don't you
know that this country is not a country
consuming Parker pens ? This country con-
sumes wheat; this couniry consumes .

SHRI K. K. SHAH : All right; take
anything, fertiliser or a machine. I will
take a printing machine,

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : Mr, Shah, you have to
wind up in two minutes. You can take
whatever you like, machine, Parker pen or
fertiliser or anything.

SHRI K. K. SHAH : Suppose we want
to purchase printing machines, If former-
ly two printing machines in America cost
us 100 Dollars they continue to cost 100
Dollars today but 100 Dollars in this coun-
try now will mean Rs 750. My capacity
is limited to Rs. 500 and I will therefore
place an order for only one machine,
Therefore the import from America will be
of only one machine, I will search for
another market, rupee payment market,
from where I can procure another machine
in exchange for rupee payment or by barter
agreement. Therefore our business with
America will go down and we will be
searching for markets in other countries
where the prices are less than what they
are in America.

SHRI BHUPESH GUPTA : 1 hope the
hon. Member will look for PL480 wheat
also elsewhere. Will you ?

3 PM,

SHRI K. K. SHAH : As 1 have said, so
far as food is concerned, we will have to
import certain articles. They say there
will be liberalisation of imports now. Libe-
ralisation of imports, where the necessity
for purchasing articles from foreign coun-
tries goes down, is welcome. Liberalis-
ation of imports, where the export earnings
go up, is again welcome but liberalisation
of imports for the purpose oy internal con-
sumption is not welcome. For example,
suppose we have to purchase fertilisers ins-
tead of food. Fertilisers will cost one-
fourth of what food will cost. Therefore,
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it would be wise to purchase fertilisers
either from America or from any other
country and see that our food production
goes up. Instead of paying four times for
faod imports, it is wise to pay less for ferti-
liser imports.

SHRI K. SUNDARAM (Madras) : Mr.
Vice-Chairman, the hon. Member, Mr.
Shah, has made it a very complicated point.
It is only a very elementary thing and the
Government of India have circulated enough
literature for anybody to understand de-
valuation. Now, coming to the point, Mr.
Shah is theoretically correct, but there are
other things such as sympathetic action and
also market reaction. Moreover, our Gov-
ernment has been doing so much publicity
about increasing our exports on account of
devaluation that do you think that the im-
porting countries will still pay that hundred
dollars ? Definitely not. They are al-
ready asking for a price reduction of 10
per cent, 12 per cent or 15 per cent, There-
fore, for the same gquantity of goods you
will not get the dollars that you have been
getting so far. Our Government calls it a
windfall, the extra Rs. 574 that the ex-
porter will be getting on pending contracts
as on 6-6-66. The Government calls it a
windfall and, therefore, that should not be
given to him. How is the Government en-
titled to that extra Rs. 57% ? I would like to
know it. They are also not entitled to it.
Now, what happened to the goods that
were to be imported on that particular day?
The importer has to pay Rs. 57% more.
Does the Government pay this amount to
him ? This is not his windfall, nor is this
his ‘ill-fall’. This is not fair. Now, the
Government says it has to be mopped up,
a phrase borrowed from the Finance De-
partment. Mopping up means completely
wiping the floor. You cannot mop up only
the extra profit. 1t will wipe off the entire
profit. That is what it is intended to be.
Now, what does it matter if the exporter
retains this extra Rs. 573 ? Will he be-
come a millionaire ? Just consider this
tea industry. A few years ago there was a
wage board award with retrospective effect.
The entire tea industry was not able to
meet the commitment or fulfil the award.
Even by liquidating the entire assets, the
tea industry was not able to fulfil the
award. When such is the case, the tea
industry is an appropriate case where they
should be allowed to retajn the 574 per
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cent extra windfall as it is called. Even
out of the windfall of 574 per cent, how
much can they retain ? We have got the
highest tax structure in this country and a
very efficient tax-collecting machinery and
these are all readily assessable accoumnts.
He cannot escape it. At best he can re-
tain this money for three months at the
cnd of which the man will come and he
has to deposit it as advance tax. He can
retain a maximum of 15 or 20 per cent,
which even now you are prepared to allow.
Therefore, in my opinion, they must be
allowed to retain this extra 57% pre cent.
Instead, you want to collect an export
duty on tea even before the goods leave the
shores of the country. Even before he 1ea-
lises the value of his goods, you sxpect the
exports to increase by two times and three
times. Is it possible ?

Now, look at the mess you have madc
in regard to the rupee payment transac-
tion. Russia has agreed to only 47% per
cent. They are not prepared to compensate
fully the 573 per cent, whereas all other
countries have agreed to it. The Minister
has said that they want to get the maximum
foreign exchange for the same gquantity of
goods exported, Now, if that is the case,
why devalue at all ? They have been doing
such wide propaganda that our cxports will
be cheaper and we will be able to earn
more foreign exchange. It is contradic-
tory to what the Minister is saying. On
top of that he wants us to restrain home
consumption or reduce consumption. He
wants each one of us to at least reduce a
cup of tea every day, so that he could get
more quantity for export. Now, he has
forgotten that all qualities of tea are npot
exportable. If everybody gives up one
cup of tea, the exportable quality of 1ea
that will be available will remain the same
and not one cup per head for the entire
population. He has also forgotten that the
internal cost of production of tea, in f{act,
the cost of production of all these tradi-
tional commodities is going up every day.
What we are talking about is conditions as
on 6-6-66. Even within these two months
quite a lot of changes have taken place.
The manufacturing costs are going up and
that has to be adjusted. Is there any gov-
ernment machinery to correlate the in-
creased extra cost internally and the
fluctuations in the overseas markets, soO
that the mopping up of this export duty
TIRS 66---5
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can be adjosted from time to time auto-
matically and in time ? The Government
can never do it. We had the experience of
suosidising exports. It has been now con-
demned as the most irrational and demora-
lising step. The same thing will bappen to
this also. You do not trust the experter
and you should not. But have you got any
machinery to find out exactly what are the
international prices of various commodities
1 various countries 7 You depend only on
your Embassies and Trade Commissioners
to do this job. I wish I had told this yes-
terday to the External Affairs Minwter, In
all our foreign Embassies there is very
little co-ordination between the commercial
section and the political sectioa. The
Commercial Attaches are not peop'e train-
ed for the job. They are officers wko do
not know anything about trade. At least I
Lknow of one instance where one of the
Trade Commissioners does not know any-
thing about cotton yarn. He has not seen
anything other than the sewing thyead that
his wife is using. The same gentleman was
acking me about grey cloth; “Why should
any country be importing such large quau-
tities of cloth dyed in ome colour, thz
grey colour 7”7 Such are our Trade Com-
missioners who are appointed abroad. Very
recently 1 had another experience. When
I wanted to dispose of the cloth that was
lying at Brussels, I asked the officer con-
cerned there to give me the party or at
least to quote the price prevailing for that
quality at that time in that market. He
was not able to do it. Such :s the calibre
of our Trade Commissioners that are being
employed all over the world leave alone the
countries where they are importing our
goods, On such ignorant repor‘s of theirs
on the market conditions we depend on
our export performance. This is how we
ruin our market. We bhave already ruined
enough markets and it will take years to
build up new markets.

Our Deputy Mimster yesterday was tell-
ing about moderate stimulus to exporters.
s there any commodity in this list that has
been submitted that you can export in un-
limited quantities ? Just now as Mr. Shah
said, there is a limit for tea, there is 2
limit for coffee, and there is a limit for
other items. There is a limit. We cannot
export unlimited quantities. Either there
is scarcity or there are no buyers. At best
there may be some scarcity created in the
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internal market if we allow {free export.
What is the guarantee that the Government
will not do it tomorrow ? They aie going
to do it, to restrain home consumption, to
restrain internal consumption and keep it
for export. Why not allow these exporiers
do the same ? 1 would like to know how
they are going to spend this money that
they are going to collect from this export
duty. Are they going to subsidise other
commodities which need still some kind of
a support or are they going to spend it on
ventures like the Madras International Fair
that has been postponed for the time being?
It is for such purposes only that these
funds will be avajlable or useful, not for
any promotional purposes. In such a case
1 would like the Commerce Minister to
evolve a scheme and submit it to this
House for scrutiny and we will have a dis-
cussion and approve the same. The Deputy
Minister yesterday said that the consump-
tion of articles was going up every year,
year after year, and particularly he men-
tioned about textiles. Unfortunately this
morning in the Question Hour there was a
question, No. 405. which for want of time
we did not take up. I only wish the Minis-
ter had gone through the figures, and I hope
he has not-forgotten that mill after mill is
even now closing down and stocks are still
piling up. It was only the other day that
the report of the Commerce Ministry show-
ed that the current consumption of cloth
was only 15.1 yards per capita. What is
the Government doing for promoting the
export ? We have seen what kind of Com-
mercial Attaches we have got in the various
countries. All the traditional commodities
were sold to the Cost European countries
also. They were not our traditional buy-
ers. They also bought all these goods.
Have we followed it up ? Have we found
out how they are using these goods in their
countries ?

[THE DEPUTY CHAIRMAN in the Chair.]

There are market reports that say that
these goods have found their way into the
West European countries who are  our
traditional buyers of these traditional goods,
and at a reduced price. That is the pity of
it. The West European countries got our
goods at a much cheaper rate from the
East European countries than our own
country. Thereby the East European
countries got their foreign exchange and
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we got their rupees, and in the bargain we
lost our market also. A complaint was
made and the Ministry has acknowledged
it, and the reply was that it has been re-
ferred to the various Ambassadors to keep
a watch on it. Do you expect these offi-
cers to keep a watch on these commodities?
If only those words “Made in India” are
removed, our people will never be able to
tell or identify whether they are Indian
goods at all. Such are the officers to
whom we entrust this job. Our Govern-
ment is only too eager to collect the taxes.
They do things in such a haste. I have
seen in these foreign countries, our show-
rooms; either they are junk shops or super
sample shops. This is what they are in the
foreign countries. You can see it in Lagos,
Sudan, Nairobi, etc. We took part in the
New York World Fair and the Moscow
Fair and spent quite a lot of money. Some
pretty faces enjoyed a holiday with pay
and we got a certificate of merit. That was
all the result. I would like the Minister to
reconsider removing these export duties al-
together and allow these tea, coffee,
tanning, coir and other industries to be
properly and well established so that at
least in future there will be proper export
earnings. Therefore, I oppose this reso-
lution in toto.

THE DEPUTY CHAIRMAN: Mr.
Bhuwalka. May I request Members to be
very brief ?

SHRI ARJUN ARORA:
desh) :

(Uttar Pra-
What about me, Madam ?

THE DEPUTY CHAIRMAN :
called Mr. Bhuwalka.

I have

SHRI ARJUN ARORA : My name was
first in the list. I have been in the House
all the time and I have been superseded.

THE DEPUTY CHAIRMAN: Mr.
Bhuwalka.

At oA wqEreEr  (qfeEdr
A ) IqEATT AERAT, § FY
fafiees = sqwi§ @ 1 e S
F1 <k fasA™r qrRar § 1 92 v A
gt WSt & fegeam & @ wed
SR SR wFeEs fraar § fee
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I FARA 600 T0 ¥ 900 To
= & feara & ggdy @mg § 1 a1 9EF
F H et femmar A g o

3TN AZIEAT, X AUEL
FgAT s g 5 gw fafa aed At
FT SHTRT & g, faar fuata feg gq
BT TFIAS  FHN HET § qGl (AR,
g4 qTH AFL § (19 qr AL FT
ATAE FH FY, qgT TR g oAy
JTET § A1 HAAT T FR GO qH
9 AT FT 7% FI4 AT 4AT W &<
g frata sarer 4@ F7 @A @ |
afss s faata gora T & o
AT SATET {1 JqF T | I qHT
AHR FO UHT 99 AT @ AT
foag i anfa @ & arar & @9
AT & | GTELT FAqET A HT G
HEST QAT § afwa ghum & FT
STRT WS WaT & | TEF 99 g4
A7 JAT FATH I AT F S 600
To ¥ 900 To T A & fgara ¥ uF-
9 FIET TWE § AT FTR! SUET
FITF 56 a9 qZ T FEA agT FA
gAT AR 9T F7 frar arent # aga
SATET | AT 99T, A & a8 A A
I F W FAT 30 T q@ W |
A FEITAZ & AT T W 98 W F |
6T o AT WO § gedl I F A
A & FET ET § 1 ST gXETR S
TFIE LT AT 8 3y a-fawE A1 R
at A garw g wid #1 fatg gm g
ATYT AL AT =T{Ed | LT 3 faw
qrel ®T FHAT ST HAW & fad A€y
a1 2 faar g—oe ST S9d FHaT
g% & 7ifF o7 &Y 75 9T F A AW
Fgi GaEw g§ §—99 T ¥ 250
To 500 To T FI HEZ AT WY TFIX
FT far &, s =91 AT & SEET 500
go T A St wfear @ g smeT
250 To A, dfFw ST X fawr arai

|
|

F T BT T OAGH T R
zafad I @R § gag g, famw
FT o waTs wiE & |ifF F owee
§ 9 T Aiw F gwmy &, 5 ozEd
TFaaie ggE A-faer w1 & A fra
Tt 1 savar A fata #9 |7 glaa
AR

aifren @&t (oft wAwE W) ¢
What about the country ?

S TAFAR qAAFT © Yes, the
country’s interest is there. aTaR
q1 40 @ AT, g 17 TR
BIRT | wfe 39T 9 7 W 20 AR
30 92 9 TT | AH UK §, 12 9
9EH ST & I AW 9T TSl ST
e gPEr @ & wE fFouwew
qrer faate €T &3 g1 T ) 39 9%
g Y foe qel w7 a6 § 9
FRAET a7 AfFm T@R F | i
TEl AT S o AT | AT I AT
(W 3a 3 &1 W ¥ g Wi areR
o faege &F T AR AR BT
QAT FI 9gd TEA FSHT 93T |
zafed ¥ g ¥ fRagT § & 92
F TAgUIE 9T S SFET AE § IART
-fagrs w7 faar 9 1 g 7 AW
W EH FETE

st gy sz gaw (fagr)
STadmfy wEEdAT, ¥ Wl #gET FT
I TF o Aeaqu feafa 1 v
faerrar =tgan g faad f e #1 @R
GFT SR ST g | fal g
zafemr oS sy & f foaw gy
S AT AR § SFET AN
At § w8 fad v 99 At 9% fe
o TAEE wH F ARy §, fes
3% I agt AT R |
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[*ft TgTTa ST @aw)

g s g 5 e e afE
frata s & o faamer w9 & faaoly
HET ST § | 7 Ag W A §
T TN ¥ qifweary #HTT Jay §20
afrEdt § 1 3| av S g & Cdf
UFTIE 9% A SATET TEE A A
g1 UF AR at fedequwa 21 o § Wi
Zad ST TR I9E A @R
fedequum 1 e seww  fmfe =y
afg } | 97 @ T TIT F o
wT e &, fedequam sedw wmfreTs
F FET | o A 77 R § o
AT FR ST AT § ey wEde
L, |1 FUT 40 TVEE @, SN F
TeAT WY BAT et o sEew A qff
TR g% 1 T Y g arervorTa At aa-
T 1 gfz FT 987 o7 7 wfree
F U FrEWT T {1 g
TRFETTT st oY WYY qTY § " @y
AR REUIEGELREE 2 ve p il i
TfFET ¥ FfE A & o @ 8
TEET AT § ORI S o fr
600 %o '{-Fn‘a']'ﬂ'%% | THFT AT
REAAR IR Gl (£ e o i o
A F gran & frar w2

qoT F gETETEE & ff &9 7g
T & fF oms adm & st dfaw v
FTF 3,400 7 8 77 ATAT & FAF
AES TEg qTe aifEeaT ¥ f
T g § 1 sreRfer arr av s
T qrfRaT § € & v & A e
qTH 1965 § & 7 SwFwT 51,000
T F1 ar, fawd 29,600 =7 77 fmly
g 91, 22,300 T TEAA @O &
fad fawar 4, o w@d 1966
q€ SISFAT 92 FT 46,400 7 &Y 47
w3 5 14,800 =7 #1 frafa gem aiw
34,200 Z7 A F GIT FAT | amq
aah fr gara fraty e fam firean
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ITTRTE | ¥ 7% QU gH A S
T aeg ®1 dargaEEr & e
F § ot FekdT F7F fagw ¥ 8 T 10
To A 9T AN @ § #AR g AE
70 TFAAE 3gE OF OH 9eg 9 AW
@ % o 5 waw sarer fadedt qEr dar
FL TFAT T | T8 W7 TF qTVTFEAR
gy enfy O, v wAA AfFT I 344 40
%o, gfEad 97 1476 30 ®o LT 7T
A, wa g8 &b g7 gfama F gETEA
F Gur o @ frosmmer gadl AT
T A AT T ATE T A1Y "
ST VAT § | S el W9 g W WAV
Wi 7 fragw w'm fF @ffwmav A
THE gUEY geT Al A

SHRI ARJUN ARORA Madam
Deputy Charrman, 1 must say that those in
Jharge of arranging the busmess and the
Government have obviously made a mus
tahe  This motion 1s a baby of the act of
devaluation In farness, devaluation
<hould have been considered first and ap
proved by tlus House and only then should
these foilow up measures have come beforc
us

SHRI AKBAR ALY KHAN
wanted to take 1t up immediately

But they

SHRI ARJUN ARORA They want
everything to be done immediately and
they say that they believe in planning The
fact that this measure has been brought
hefore the House first and not the motion
on devaluation, 1s an indication of the con
fusion which has probably led to devalu
ation This 18 a follow up measure 1
however sympathise  with the Commerce
Mimister He could not have been 1n
favour of devaluation There are Press re
ports that he was not in favour of devalu
ation and the names of many other Mims
ters, sentor and junior to the Commerce
Minister, have been mentioned i this
connection Some have contradicted,
others have not I do not know if the
Commerce Minpister has contradicted thos
Press reports  But 1t 15 obvious that being
the Commerce Mmster 1 charge of our
mmports and exports and 1 charge of many
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of our vital industries like textiles and
jute, he could not have favoured the folly
which led to devaluation. And for him,
devaluation has crcated more problems
than it could solve. I do not know if it
has solved any of the problems of our
international trade. It has created many.

Madam, what has followed devaluation is
all topsyturvy. Prices have gone wup
though the Government spokesmen go on
denying it and they cite the example of
vegetables sold in the Super Bazar at con-
trolled rates as if the Super Bazar in the
Connaught Circus where big and small cars
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assemble is so big and so super that it can
supply rations, even vegetables, to the rest
of the country. The situation is that within
the first fortnight of the coming of the
Super Bazar, the Super Bazar is runming
out of supplies and it does not give any
customer more than six eggs per day. Now
imagine, a person living in Defence Colony
or Lajpat Nagar. If he has to get his eggs
rationed to six per day {rom the Super
Bazar, how much of petrol will it consume
and what will be the cost to be added to
the six eggs that he will be able to get?
So, the Super Bazar is not the indicator of
the prices which the consumer has to pay.
The country as a whole is paying much
morc. Even Government agencies have
increased the prices.  This morning, an
hon. Member mentioned the case of the
HMT watches, one good thing which this
country produces thanks to Shri Manubhai
Shah who was for long our Industry Minis-
ter. ‘Their prices bave been increased by
Rs. 15 or so.

PANDIT S. S. N. TANKHA (Uttar
Pradesh) : That is because of the cost of
its import content.

SHRI ARIUN ARORA :
to that, 1 know that,

I am coming

We were all along told that the import
content of these watches is being gradually
reduced and that it has been reduced to
such an extent that the import content is
now only 5 per cent or 7 per cent. Now,
that 5 per cent or 7 per cent of Rs. 92

mﬁ\m‘m\ become Rs. 15, Any-
\\%\“& o e R inereesed,  And
et TN

ot copiRtt B

pow, BY s of impo! .
far as 1 bus;tznomy js being sO MARAS
T

concerned 0¥
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ed by those responsible for it that there is
hardly anything which is without import
content. Even vegetable growers and
wheat growers are being told to use im-
ported fertilisers. Mr. K. K. Shah said this
afternoon that it is better to import ferti-
lisers than to import wheat. So our eco-
nomy is being so managed that every grain
of wheat, every unit of potato, every
tomato that we eat has some import con-
tent. And if the HM.T., an efficient pub-
lic sector unit, increases the price of
watches because of the import content,
why does the Government expect the wheat
grower, the potato and the tomato culti-
vator not to increase the prices because it
is the Government which s asking Aim to
use the imported fertiliser ? Therefore,
every grain that we eat has something im-
ported for which increased price has to
be paid.

As a matter of fact, Madam, when 1
said that what has followed devaluation is
topsyturvy. I had the much-publicised
statement of the Finance Minister in mind.
Soon after he announced devaluation he
went round the country. Other Ministers
were sent to industrial centres to assure
everybody that devaluation is good because
devaluation is going to be followed by im-
port liberalisation. Now, Madam, I am not
an economist. I am ar humble trade
union worker, But I know what an hum-
ble student of economics knows, namely
this devaluation should have been follow-
ed by more restrictions on imports. 1
do not know who are the economic advisers
of this Government, I do not know who
has taken charge of our economy that soon
after devaluation emissaries are sent round
the country and the Finance Minister dec-
lares at the top of his voice that devalu-
ation is going to be followed by import
liberalisation, Now, if such are the people
who are in charge of our economy, what-
ever Mr. Manubhai Shah may do to inc-
rease our exports and to reduce our im-
ports and to regularise our international
trade, our economv is bound to meet a
disaster.

Madam, 1 think those who talk of im-
port liberalisation in the wake of devalu-
ation are foreign stooges who want to mort-

age the economy of this country to those
%ci’““‘ﬁe% \Nb'\‘:\’\ are able to rase Aoiars

and swriing
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So far as the sterling 1s concerned, the
proprietors of sterling, the British them-
selves, find that they have no sterling or
anything to give us. The result of this
policy of import liberalisation will be that
our economy will for a long time be mort-
gaged to the land of dollars

Now there is imvort Lberalisation for
everything. There is the case, for ex-
ample, of jute imports  The Government
has agreed to liberalise the import of
te

SHRI MANUBHAI SHAH Because
we are short of it

SHRI ARJUN ARORA - Because

we do not produce, and we do not require
fertiliser for jute We have not only libe-
ralised the import of jute—that alone does
not satis’y the jute barons. The press re-
ports that the jute barons insist and the
jute mills demand that they should be
allowed to import just from wherever they
want and that demand, I am told, has been
met—we have allowed them to import from
wherever they want So it is not that cer-
tain things which we do not produce are
to be imported. We will import even
those things which we produce. There is,
for example, the press report, which no-
body has contrad.cted, that the Govern-
ment of the US A has advised our Gov-
ernment to curtail the production of cotton
because more cotton is available in the
US.A. and elsewhere for being mmported
mto this country. (Interruption by Pandit
S 8. N. Tankha) You do not know. You
are just a khadiwalla. You do not know
what is cotton Anybody who knows a
word about cotton knows that cotton culti-
vation 1s easy to destroy, easy to be dis-
couraged, but not easy to be increased
Cotton fields in this country have been
properly selected for various types of
cotton, and that is why the quality of
cotton produced in this country continues
to improve And if we once accept this
advice of the Government of the United
States, our cotton textile industry wil] also

meet the same fate whyg, i }
met after pPartition h the Jute mdustry

i Pl'oduCnbn
© iute induS_
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* try we find looms are sealed, hours of work
are reduced in the jute textile industry. If
we follow the American advice we will
have to seal our looms, We will have to
curtail production. That fatal advice we
should never accept.

SHRI AKBAR ALI KHAN : Food has
to be increased

SHRI ARJUN ARORA - There 1s, for
example, the Commerce Minister who is
in charge of our balance of payments. In
a way the balance of payments, as far as
foreign loans are concerned, appear to be

the charge of the Planning Commission
Balance of payments, as far as the normal

international trade is concerned, is the
charge of the Commerce Minister. Well,
he will say something about it. But there

15 the Wall Street Journal, an American
paper, which has said something about it
and that is very interesting. The Wall
Street Journal correspondent in India writes
from Ahmedabad that “Nations with
balance of payments problems can profit
from watching India. They may watch
what India does and then carefully do
otherwise ” This is what the Wall Street
journal’s correspondent in India stationed
at Ahmedabad has written in that paper.
Watch India if you have a balance of trade
problem and then do otherwise of what
India does. Such is the folly which seems
to dominate our economic policy.

THE DEPUTY CHAIRMAN: You
must wind up because there are others who
have to speak.

SHRI ARJUN ARORA : Mr. Shah and
Mr Gupta spoke for half an hour and I
have tahen only twelve minutes.

THE DEPUTY CHAIRMAN . 1 appeal
to you that everyone will have to restrict
his speech, otherwise we shall go on and
on Give your main points,

SHRI MANUpB
;na 2 DOInt i3 ghoye g‘glR SHAH ‘

on, . e ;
ember jg eﬂlargmg itSOIutxon but the

SHRy AR
ah spoke JUN ARO

on devaluatloﬂ and he sSee,
ms to
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have a theory of money peculiar to him.
There are many theories of money, There
is the miser’s theory of money which thinks
thit counting money is the main proposi-
tion of money being there. Mr. K. K.
Shah has, though he is not one, somehow
the miser’s theory of money. He just
means you count more money and you

have more money. He seems to forget
that money represents certain goods and
certain services and the value of rupee

means that in the long run the goods and
the ser ices which the rupee represents wili
get de alued. He has however given a
very grod case for a wage increase and
as a tride unionist I will quote him again
and again. He has said that a pound of
tea will bring the same amount of foreign
currency but it will mean more Indian
rupee. If that is so, and I hope that is
so, the producer of that tea should get a
bigger share of that productivity in rupee,
the miser’s rupee.

SHRI AKBAR ALI KHAN:
why he is mopping it up.

That is

SHRI ARJUN ARORA : There is, in
that context, no case for a wage freeze
which Mr. Morarji Desai, our esteemed
leader and Mr. Patil, seem to favour, Mr.
K. K. Shah has repudiated those who
stand for a wage freeze. There is, in the
arguments of Mr., K. K. Shah, a case for
immediate wage increase by 57.5 per cent.
particularly in the export-oriented indust-
ries. Mr. K. K. Shah seems to own a
Parker pen manufactured in the U.S.

SHRI K. K. SHAH :
India.

No, it is made in

SHRI ARJUN ARORA: No? He
said that now we will import only one
Parker pen rather than two and therefore
the producers of Parker pen in the U.S.
will be the losers. He secems to be living
in the 19th century when industrialised
countries were interested in exporting
finished goods. Now in the year of Grace,
1966, they are interested in exporting capi-
tal. Caltex, Burma Shell and ESSO did
not build their refineries in India in the
19th century. They built them in the fifties
and sixties. Many other foreign industria-
lists have come to India after Indepen-
dence. 'T'o-day they are interested in ex-
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porting capital to India and to establish
factories here to exploit our cheap labour
and introduce confusion in our Govern-
ment. So what will happen is that for
every Dollar that they invest in this coun-
try they will have more Rupee capital.

SHRI K. K, SHAH :
back it will be less.

When they take

SHRI ARJUN ARORA: They never
take back unless we throw them out and
you may perhaps stand in my way of
throwing them out. I hope you will not.

AN HON. MEMBER :
taken,

You are mis-

SHRI ARJUN ARORA : I will be glad
if I am mistaken and if both Mr. Chinai

and Mr. Shah join me in throwing them
out.

SHRI K. K, SHAH : We only want you
to understand,

SHRI ARJUN ARORA : 1 understand.
They are only interested in exporting capi-
tal to this country that capital now be-
comes more valuable and 1 do not know
whether the reactions of all the countries
to devaluation were taken into consider-
ation when our Government decided to
devalue the rupee. The fact is that apart
from the U.S., no country is happy at our
folly of devaluation. The British have the

biggest capital investment in India. They
claim that their share of foreign invest-
ment in India is about 60 per cent. They

are extremely unhappy because their invest-
ment in India has also suffered because of
devaluation., A press report from New
York dealing with July 8/9th meeting of
the Air India Consortium says that Japan
which is a member of the Consortium re-
acted unfavourably to the Wcgrld Bank’s
recommendation for devaluation of the
Indian rupee. Japan’s objection was that
devaluation does not suit her ard that the
World Bank should have consvited Japan
before making the recommendation. The
World Bank however consulted only the
Treasury of the Government of the U.S.
Similar is the reaction of Germany, an-
other member of the Consortium which has
also reacted strongly against devaluation.
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[Shri Arjun Arora.]
B-itain does not favour devaluation, Japan
does not favour our devaluation, Germany
does not favour our devaluation. It is
only America which is happy that we
weed to its advice to devalue the rupee

+ still our Planning Minister comes and
ueclares sharply that he was not pressuris-
ed by anybody, that he is so independent

that he only accepted the advice of the
U.S. Government.
THE DEPUTY CHAIRMAN : That

will do.
long.

T have entreated with you for

SHRI ARJUN ARORA : 1 have been

given only 20 minutes.

SHRI BABUBHAI M. CHINAI: Be-
fore T go on to the subject itself, I would
like to say a word o- two 12 connection
with what my friend, Shri Bbupesh Gupta,
said yesterday in the House about me and
my views. Mr. Gupta did me the honour
of calling me an intelligent man. May 1
return the compliment and say that he is
much more intelligent than myself but at
the same time I would like to see that this
intelligence which he has and which is
much more than mine, is used for the
betterment of the country, What we see
is that his intelligence is being wysed for
creating more confusion and it has become
more or less a policy of himself and his
Party to create more confusion and dis-
order in this country. The second point on
which I would like to say something is
this. He called me not once but on seve-
ral occasions during his speech that I am
1 capitalist. I am proud of being a capi-
talist and in that connection I want to bring
to your kind notice that there are capi-
talists of two categories in this country.
1 belong to the second one. Number one
is one who has got capital in the form of
either gold or money or shares or stocks
and sits tight over it. I do not want that
in this country such type of capital should
bc there. But there are others. The
second category are those capitalists who
have money, who put it to u.w, who take
risks and invest it for more production and
for developing the industries. Again, what-
ever they carn, they put in some other
industry and produce more. 1 think this
type of capitalists is required in this coun-
try, and they are on par with labour, are
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in no way inferior to the working class or
the labour, according to me, and that type
of capitalist T am, and 1 am proud of it.

Then, Madam, I want to observe that
lie waxed eloquent in saying that this Gov-

| ernment is incompetent, that they are pot

in a position to deliver the goods. And
if that is so, . . .
SHRI BHUPESH GUPTA: No, no, 1

never said so.

SHRI BABUBHAI M. CHINAI: Cer-
tainly you did. 1 have got a cupy of your
speech. Please be careful if you contra-
dict me.

SHRI BHUPESH GUPTA : I say they
are capable of delivering the country to the
Americans.

SHRI BABUBHAI M. CHINAl: Bat
he forgets that the 480 million people of
this country have confidence in this Gov-
ernment irrespective of whether be or his
party likes it or not.

SHRI BHUPESH GUPTA: Did the
Congress get all the votes in the elections?

SHRI BABUBHAI M. CHINAL: It is
not a question of all the votes, bat on be-
half of the 480 million people the Congrese
Government is in power, and in a demo-
cracy whosoever gets a majority rules the
country.

Then it is a question of a sclution of
this confusion in the economy, zccording
to him, the only solution, on all occasion,
whenever he is on his legs, as far as the
economic situation is concerned, is natio-
nalisation, If it is a bank, natjonalise it.
If it is foreign trade, nationalise it. I da
not know how it will work because, for
every problem, the solution of Mr. Bhupesh
Gupta and his party is nationalisation. |
wish he remembers it when they come into
power some day, which I think will pever
happen, but if they come, they must not
forget that they should be able to natio-
nalise everything. They cannot nationa-
lise this (points to his head) Madam.
Therefore let them understand thai after-
wards,
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SHRI BHUPESH GUPTA . Capitalists’
biains we shall never nationalise; they oon
tun very little.

SHRI BABUBHAI M. CHINAt Thea,
Madam, according to them nationalisation
1s the solution to import-expart trade, ot
foreign trade, as they call it. On one
side they say that this Government is uot
competent. All the same they say, “You
pationalise foreign trade”, and thereby
they place more responsibilities on the
Government, So are they convinced in
their mind that this Government is cap-
able of handling the export-import trade
and thereby benefiting the country? 1f that
15 50, then Mr. Bhupesh Gupta must with-
draw his words as he said that this Goverii-
ment is incompetent and is not in a posi-
tion to deliver the goods. This Govern-
ment no doubt is competent but 1 think it
15 not competent to see that the import-
cxport trade, or the foreign trade, as they
call it, is nationalised, because in that case
their responsibility becomes greater, and
Government today is not in a position to
do that, and if they handle it, it will be
at their 1isk and cost, and the confusion
which the hon Member wants I agree
will come very soon

'

Then the question arises whether

we
want these export duties or not On one
side we say that devaluation will bring
more money by more exporis Now if

that more money, if that 57} per cent more
money comes, naturally, the Government
should look into the condition of those
particular industries which have been mea-
tioned in the Resolution, must come for-
ward and say that they will mop up a cer
tain percentage of it so that it may be uscd
for the betterment, or better development
of this country without at the same time
harming the exports. It was made out thar
for 100 Dollars you are going to get the
same old 100 Dollars in foreign exchange
or the Reserve Bank is going to get the
same amount of foreign exchange in spite
of devaluation 1 agree; there is no differ-
ence of opinion. But the question is, “On
the 574 per cent which you will get more,
1s there any edge for more exports? Is
there any edge for more production in
this country, or not?” The answer is
*“Yes”, There is an edge for more pro-
duction and there is an edge for bargaining
L72RS/66—6
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for more exports, even with the condition
that you are going to get the same pre-
devaluation 100 Dollars for the exports
made after devaluation. Therefore,
Madam, to say that there is no change in
value is not saying the correct thing. With
the change in value, we are in a bargain-
ing position. With the same foreign ex-
change but with more rupec payments the
scope for more goods to be exported is
there, and to that extent devaluation is
bound to help exports. Also you must not
forget that, when we have more commodi-
ties in hand, in quantity and cross-section
and when more quantities of more com-
modities will be exported, they will fetch
more foreign exchange. Therefore to say
that devaluation is not going to benefit us,
even in foreign exchange, is not a correct
position. It may not be to the extent of
57} per cent more, which we will be getting
in Indian rupees, but to an extent we are
bound to get it. Therefore I say, as I said
befote, that there is greater bargaining
power. The foreign exchange earned may
be the same 100 Dollars now or near about
that, say, 98 Dollars, There is no ques-
tion about that, no dispute about that

A point more and I have done with it.
and 1t is in connection with the prices
within the country. It has been said that
after devaluation the prices of several com
modities have gone up. It 1s a fact. But
it will take some time to stabilise it. There
is no doubt that we have not got many
things to export. Our traditional exports
may not exceed the present limit except to
a certain extent in tea. In other traditio-
nal 1tems I doubt whether we will be able
to do anything more. But that should not
prevent us from making more production of
cuch items, as, for example, jute. There
we find we have to import a certain quan-
tity of raw jute to produce more finished
jute goods. If we can get more raw jute,
we will be in a position to export much
more than what we are exporting today so
far as finished jute goods are concerned.
In tea, of course we are today in a posi-
tion to export a little more. Now much
has been made out of the statement which
Mr. Manubhai Shah made the other day
about tea. by my friend, Wr. Bhupesh
Gupta He quoted Mr. Manubhai Shah
where he said that twenty million kilo-
grams of tea could be saved if everyone



2367  Levying of Export Duty

[Shri Babubhai N. Chinai.]

gave up one cup of tea, and that tea could
be exported. Mr. Bhupesh Gupta constru-
ed the statement to mean that the common
man who is having his tea will be deprived
of that cut of tea. But that was not the
idea. The idea was that if somebody was
drinking three cups or four cups or five
cups of tea per day, he might reduce his
consumption by one cup. The idea is not
that the common man, who was drinking a
cup of tea, should be deprived of it. But
I am not surprised by this construction
placed on it by Mr. Bhupesh Gupta, be-
cause it happens in the game of politics to
construe the ideas and the views expressed
by those in authority, as it suits him. But
the question is that he quoted him that
way. He said that there was no other
country where the people were asked to
tighten their belts and export goods. 1 am
prepared to quote not one but many which
do so. Every country which is exporting,
the people there have to tighten up their
belts and then export. But a time may
come when the fruits of this export are
enough, when the belt is loosened and the
people enjoy the benefit of that. There-
fore to say that, no exports are to be done
without any sacrifice, without any tighten-
ing of the belt in this country, is out of

question. You see the case of
4 pM. Japan, In Japan during the
last forty or fifty years their
internal prices were much higher than

their export prices and yet they used to ex-
port. I know several items in which I
myself used to deal with Japan. There
was a vast disparity between their local
consumption prices and the external prices
with the result that today they are on the
top. Their export is one of the largest in
the world. Not only are they exporting
to the under-developed countries, but they
are exporting even to fully developed coun-
tries, to the sterling area, the dollar area,
the marks area and so on. Therefore if
our country is to survive, our people will
have to make a little sacrifice irrespective
of the conditions in which we are. Condi-
tions now are bad, no doubt. The econo-
mic condition now is so bad that for the
last several years we have not seen such
bad conditions. But that should not deter
us from facing the situation. Let ug
boldly face the situation. Let us tighten
the belt and export more and earn more
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foreign exchange and also see that the
benefit of it in turn, goes to our people.

My hon. friend, Shri Arjun Arora, just
now raised the question about cotton. He
seems to argue that the US.A. bad sug-
gested to us that we should buy their
cotton because they have got so much of
surplus cotton, The point is, we have got
certain areas of land and we must produce
more of foodgrains than we have been do-
ing. At present our deficit in foodgrains
is as much as 17 million tonnes. That is
what we have been told. In order to fill
up this gap and also in order to produce
even more of foodgrains, we will have to
put more land under cultivation of food-
grains. If this is to be done, then natu-
rally some land which is under cotton will
have to be switched over to the produc-
tion of foodgrains. Then the argument is:
How will your requirements of cotton be
met ? Now, under PL. 480 you get cotton.
Cotton also comes under PL 480, There-
fore, they say they have this surplus of
cotton and India can have this cotton so
that we may put the land for food crop
cultivation so that we may be able to be-
come self-sufficient in food in times to
come. The cotton crop last year came up
to 54 lakh bales and we were short only
by some 8 lakh bales and this 8 lakh bales
we could import under PL 480 especially
since we do not have to pay for it in foreign
exchange. It will be paid in rupees. On
the land we can then raise food crops. In
America also they find they are short of
foodgrains. We know they have been send-
ing us foodgrains for the last several years
and their stocks have dwindled there also.
Therefore, they have suggested this. It is
not as if cotton crop there is surplus and
therefore, they have said to us: “You
take away this cotton.”

It is all very well for Shri Arjun Arora
to say that wages also should be increased
{o the extent of 57 per cent. My hon.
friend is free to ask anything, even for the
moon, But the question is, does that arise
out of this devaluation and this Resolution
for the Ievy of export duties that is before
the House now ?

SHRI P. N. SAPRU (Uttar Pradesh) :
Yes.

SHRI BABUBHAI M. CHINAI . My
hon, friend, Dr. Sapru, here says it does.
Well, T take my hat off for his knowledge
of economics. But I say in this Resolution
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we are thinking of mopping up the profits
which have come as a result of devalu-
ation. Then how is it when we are think-
ing in terms of mopping up the profits you
are at the same time thinking in terms of
increasing the wages by 57 per cent? If
this is done, then what will happen to our
exports only God knows, and I hope Mr
Arjun Arora also knows it very well
Thank you, Madam.
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FTRT qIaf a1 @ | W-dfefas
¥ far O5aq 77012 g8y 59 w3 ar
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gt fazdt 3 R agt sas gz a
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[Time bell rings.]

~

SHRI MANUBHAI SHAH: Madam
Deputy Chairman, I am very grateful to
the large number of Members of this
House, who have made their observations,
very valuable in content, on this Resolution.
Instead of ranging over the entire subject
of economic reform, I will first confine my-
self to the subject-matter of the Resolution,
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the approval of this
august House for these export dauties.
Devaluation is a monetary reform and
should not be connected with any sudden
accident of the type of an earthquake or
allied to any political motivation. I have
always taken this reform of devaluation in
terms of its technical and economic value,
pamely, the benefits to be derived there-
from for our underdeveloped country
The basic idea among many others is to
promote the export earnings of this coun-
try. Now the question arises as to how in
the post-devaluation period do we go ahead
and move forward so that one of the princi-
pal objectives of this economic reform is
achieved to the maximum extent. There
are, Madam, three parts therefore of this
resolution which 1 want to bring to the
notice of the House. The first is that the
intention of the Government in the post-
devaluation measures the series of which
we have taken in the last six or eight weeks
was to increase the profitability of the ex-
porting units, the exporting industries, and
the labour which is working in these ex-
porting industries. Therefore, T can assure
Mr. Arjun Arora and the working class
and other Members who wanted that a por-
tion of the benefit should go back to the
exporting units both in the management
investment and the labour field so that they
can improve the production of these indus-
tries. That is the intention,

namely, soliciting

If you, Madam, and the House analyse
the scheme of things, the maximum duty
that we have levied is ad valorem 40 per
cent and it is as low as 10 per cent among
the entire gamut of about 82 per cent of
the export goods which before devaluation
were moving on their own motivation. No
major assistance was available or was being
granted by Government to the ftraditional
exports of India which after devaluation
had a windfall of profit or gain to the ex-
tent of about 57.5 per eent. Therefore,
we allowed 17.5 per cent out of this for
the exporting units which certainly could
be shared by all the constituent elements
in the exporting industries so that the edge
in competition, the gain in competition in
the world markets could be carried on by
our export commodities. If you would
have retained this 57.5 per cent as the hon.
Member Mr. Sundaram was pointing out,
what we would have done is that we would
have given a big push to the price spiral.
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The intention of the House and the Govern-
ment being to control the prices so that
an incipient inflation of a runaway cha-
racter does not get into our economy, that
would have been result if there were no
export duties levied. It is not to mop up
any profit or return for the Government or
the revenue of the Government but to pro-
tect the interests of the working classes
and the masses of this country so that a
runaway price spiral does not take place
in this bulk of commodities which were
going without any assistance—and they
form a major portion of this country’s pro-
doction in agriculture, industry, minerals
and other services.

Therefore, the first part was to leave a
sizeable margin of profitability; secondly, to
mop up the difference so that the prices are
stabilised; and thirdly—which is the most
paramount consideration before the Gov-
ernment—to see that devaluation does not
lead to erosion of the foreign exchange
earnings. This is the main consideration
why the export duty Resolution is before
this august House. If we would not have
put these duties ranging from 10 per cent
to 40 per cent, it would have been and it
has been the case in some commodities
where we forgot or we left to chance for
the commodity to readjust to the world
parity prices, that the prices sank in real
terms; that is, the export earnings in terms
of the foreign currency, whether dollar or
rouble or sterling, actually went down or
would have gone down, if we would have
not protected and given a shelter to these
prices through export duties, So, in terms
of a military strategy I would compare the
export duties as a fortress or a wall built
in order that the army may march on
with full protection from the bombardment
of the world forces of market operation
which always tend to depress the world
prices. The terms of trade which this
country was gaining in terms of iron
ore or oil or cashew nuts or tobacco or
mica or manganese ore and the large pum-
ber of commodities which® were going
without assistance, they would have all
fallen in real export earnings if the export
duties were not levied. The indirect gain
therefore was that this country’s exchequer
would gain Rs. 160 crores to Rs. 180 crores
a year as a result of these export duties.
If these export duties were not approved
by this august House or imposed by the
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Government, the conversion thereof at
57.5 per cent which works out to £ 120
million sterling—that would have been lost
at the end of the year in terms of foreign
exchange earnings, because every exporter
of this country would have rushed to sell
his goods with a little profit to himself at
dust cheap prices competing with each
other and underselling. As Mr. Abdul
Ghani was pointing out, that had always
happened when profits are too excessive in
some cases underinvoicing, overinvoicing,
underselling, undercutting, etc., would have
taken place and there would have been no
protection to the exporter against the
foreign forces to see that the prices are
well protected. Therefore, the paramount
consideration before the Government in
this case was, while retaining price stabi-
lisation, while giving an edge to our expor-
ters in the competitive market, to gain
something for our industries, something for
our labour, something for our commodi-
ties; we should see to it that the national
interests are paramount and are duly pro-
tected. Therefore, this House has to give
this limited approach to the export duty as
of a character which is more protective and
sheltering in its content than anything of an
enlargement or promotion of exports.

Mr. Bhupesh Gupta mentioned that we
would have to send one and a half times
more goods to the United States—and I
may also include Soviet Union—as a result
of devaluation. His very fear that devalu-
ation will lead to an erosion in real in-
comes of the nation in terms of foreign ex-
change by 57.5 per cent was the very
reason why we put the export duty to pre-
vent that erosion in income, Therefore,
we will not have to sell any more one and
a half times more goods to earn the same
amount of dollar or the rouble or sterling,
but we will practically sell as a result of
this mechanism the same amount of com-
modity as before to earn the same foreign
exchange as we used to do before devalu-
ation.

Then, Madam, the question was: I8 it
possible that these duties may come in the
way of export ? There is a fear expressed
by some hon. Members. 1 will give them
some figures. When jute goods before de-
valuation were being sold for sackings, for
instance, we were receiving Rs. 1800 a
tonne. As a result of devaluation op a
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straight arithmetical par value of the rupee
the new price should have been Rs. 2826,
that is 57.5 per cent added to Rs. 1800.
If we would not have put the export duty
of Rs. 900, straightway the Rs. 2826 would
have gone into the market. The gentlemen
in the jute trade, however strong they are,
would have liked to sell it at Rs. 1900; Rs.
100 is a big gain on a commodity of
Rs. 1800, and the nation would have lost
Rs. 926, namely, 30 per cent of the foreign
exchange. Under the mechanism of duty
if you subtract Rs. 900 of duty on sack-
ings out of Rs. 2826, still the exporter is
left with Rs. 1926 as compared to Rs.
1800.  Therefore, Rs. 126 is the margin
kept for the exporter to be shared by the
working class, the management and the
staff. Then Rs. 900 comes to the Central ex-
chequer for carrying out the welfare activi-
ties in various fields as part of the national
income and we retain practically the same
value in terms of foreign exchange. The
same thing about the carpet backing. We
have been careful to see that the compe-
tition with Pakistan in this very vital field of
national interest, which gave us Rs. 184
crores last year (which in terms of sterling
comes to £155 million sterling) is pro-
tected and increased and not allowed to
decrease. On carpet backing we put a
duty of Rs. 600 per tonne. There has been
an intellectual analysis behind each of the
guantum of duty, whether ad valorem or
specific, in order to see that the unit value
of the commodity does not go down, that
we can compete better with our competitors
in the world market and yet protect our
pational interest. The point is at Rs. 2200
per tonne before devaluation, in terms of
simple arithmetic the new price would
have been Rs. 3465. If we take away
Rs. 600 duoty, the exporter is earning
Rs. 2865 which is Rs. 665 more than what
he was earning before. I am sure the hon.
Members who know the jute industry
would agree with me that Rs. 600 extra
profit on Rs. 2200—my friend is already
nodding his head; obviously he is happy
that a Jot of more money is going to the

jute industry as a result of these export
duties.

Madam, I had mentioned as to what
was the technique by which we could make
devaluation the maximum success, I am
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no more interested in the argument of
what is right and what is wrong. It is a
national decision; it is a fair accompli today;
the decision has been taken in the best of
motjvation to see that the ill-health of a
temporary character is cured.  Mr. Rej-
narain was saying that there was mis-
management for eighteen years. The grand
management of this country which the
ruling Party has been doing in the last
eighteen years is a historical fact written
in words of gold. When the history of
India would have to be written, you will
realise as I realise when 1 go across the
whole world, the 88 underdeveloped coun-
tries, that India is the only country—I
would not say India is the only country be-
cause people may think that I am an Indian
and I am boasting—but India is the only
underdeveloped country which has done so
much in industrialisation and economic
development. It has done so much for
education. It has done so much for agri-
culture. It has done so much for mineral
development. It has done so much for
heavy industries, And it has raised the
prestige of this country as no other under-
developed country has done in the field of
planning. It is only a matter of pride
that this country has produced leaders of
greatness because of its hoary past, of its
glorious chapters of ancient culture and
civilisation and that human development
has been maximum in this country, more
than the physical and the material deve-
lopment. It is the human development that
we have achieved in terms of more techni-
cians, more doctors, more lawyers, more pro-
fessors, more humanitarians, more edu-
cated men and women in this country
coming out of the portals of universi-
ties . . .

v

SHRI BHUPESH GUPTA :
Ministers.

And more

SHRI MANUBHAI SHAH: We have
less Ministers than the Soviet Union. I
am not comparing it, becanse that is a
friendly country to which T have paid
more visits than Shri Bhupesh Gupta. 1
have gone to the Soviet Union several
times and I am considered to be a great
friend of theirs, and ¥ can tell you that. ..

SHRI ARJUN ARORA:

He goes
there twice every vear. .
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SHRI MANUBHAI SHAH: You
might be going only recently, but I have
been going there for a long time.

S
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1 have great admiration for that great
country.

SHRI BHUPESH GUPTA: 1 would
support you,
SHRI MANUBHAI SHAH: And I

have been, therefore, an advocate of the
rupee trade which some friends in the
Swatantra Party do not like because they
do not understand it, The rupee trade is
as good as the dollar trade or as good as
the sterling trade. In some respects, it
may be better than various other trades.
Anyhow, that is not the point.

What I was trying to say was that de-
valuation is not the result of any frust-
tation; devaluation is not the result of
mismanagement of our economy. Devalu-
ation and economic reform are the great
markch towards ecomomic emancipation.
We walked on the plateAus and valleys
came in our way. We crossed the valleys,
New the mountain is coming. As I said
in the Lok Sabha, it is an exercise in
mountain climbing. There are occasions
in the life of a nation when normal walk-
ing, normal going up and down, cannot
carry you to the cherished goal, you have
to run up the mountains and climb the
mountains, and mountain climbing can be
made successful and it can give character
and vigorous health to the pation provid-
ed it is done with courage, stead-fastness
and skill, which this country is not lack-
ing in. We shall take steps from day to
day and from year to year in the direc-
tion which the hon. Members have indi-
cated—giving great attention to agriculture,
to increasing the productivity per man,
giving more attention to those sectors of the
economy where the input of import and the
input of foreign exchange are the mini-
mum. We are not wedded to foreign assis-
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tance, we are not wedded to foreign aid.
Foreign aid is only an assistance for a tem-
porary period till we become self-reliant
in our national economy and in that
direction of mountain climbing, a very,
very difficult exercise is devaluation which
we have to pass through and this is one of
the steps. And I would say that the House
would be reassured that all these steps are
being taken with watchfulness. The day we
find that the export duty retards the ex-
port promotion of that commodity, the
duty can go. We are not wedded to levy-
ing duty as of some sacrosanct, religious
character or of some ideological character.
Duty is only a mechanism to prevent the
fall of the ecarning of the rupee in real
terms and that duty cannot stay one single
moment more when the commodity loses
marketability and the earning of foreign
exchange in the world market. Therefore,
I had given an offer in the other House re-
garding tea on which we had to put a speci-
fic duty, We could not devise an ad
valorem duty on tea because tea auctions
vary from day to day. Those hon. Mem-
. bers who are very much familiar with the
Cochin auction, with the Calcutta auction
and with the London auction will bear me
out that the ad valorem duty was not possi-
ble. Therefore we put a specific duty.
Now in the specific duty, we are prepared
for slabs; one slab, two slabs, three slabs,
four slabs. We did it on the basis of the
common tea, and I have made the calcu-
lation. Rs. 5.60 was the pre-devaluation
price. Now we put Rs. 2 as specific duty
and at §7.5 per cent, they get the new rate
of 8.3. If you had Rs. 2, from Rs. 5.60 it
comes to Rs. 7.60 and still there is a margin-
of 70 paise per kilogram for the present,
the most low priced tea. If you take the
Darjeeling, the Lepchu, Orange Pekoe and
Assam Bottoms and then if you go right
up to the hills, then you will find that the
duty is hardly 10 per cent. or it comes
hardly to 15 per cent. And there is a mar-
gin of 42 per cent. for the superior tea.
Therefore the export duty is a qualitative
pointer that the better the tea you produce,
the more the profit you gain. It is in the
direcion of profit that the duty points out.
Even then, there might be some teas of a
very, very low quality : for instance, the
Green tea. The Amritsar merchants came-
to me. We met people from the Debra
Dun area and the Nepal Terai area and
i they told us that the Green tea cannot
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bear it. We calculated and immediately
removed it before we came to the House—
that we removed Rs. 2 duty on Green tea.
1 can assure the House : We are not dog-
matic, we are not wedded to the concept of
duty as a part of revenue earning, This is
not a grab theory. It is a purely pro-
motional, development aspect and if any
hon. Member at any time feels any commo-
dity being disabled by any quantum of
duty, I am prepared immediately to re-
consider and recommend to the Govern-
ment immediately the withdrawal or reduc-
tion or rationalisation of the pattern of
duty.

Then, Madam, my friend, Shri Bhupesh
Gupta, always says that all trade in this
country is bad and therefore, nationalise the
foreign trade. I have had many occasions
of giving a polite answer here. We are
not wedded as a creed to the nationalisation
of the foreign trade. And yet, we have
never hesitated to take over any amount
of trade whatever the protests of the
traders may be, if we feel that particularly
the taking over in the State sector is in the
national interest, From Rs. 10 crores per
year just a few years before, the present
business commanded by the STC, the
MMTC, the MSTC and the IMPEC, the
four big public sector trading corporations
that we have built up, in the last five years
has gone up to Rs. 200 crores worth of
trade, in the new terms Rs. 300 crores.
And T have already said that the import of
foreign cotton on which various Members
have expressed their opinion, we are trying
to canalise. Many people came to me,
many cotton traders. We found that in ths
national interest, it is good and it will be
beneficial in the long run both to the indus-
try and to the trade to canalise it through
the State sector. We were not hesitating

to do so. At no time were we under the
pressure of anybody except the national
interest. If the pressure of national inte-

rest denotes to us that a particular commo-
dity is important, we shall take it in the
public sector. It is not a matter of compe-
tence or incompetence, My friend, Shri
Babuvbhai Chinai, said that the Government
is very competent in many respect but may
be it is very incompetent in nationalising
foreign trade. I do not want to join issue
with him. What T say js this, competence
or incompetence; apart from that, if the
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private people are competent, may be the
Government is also competent.  But is
there any benefit in taking over 10,000
varieties of cotton textiles in this public
sector and then make a fool of ourselves ?
Does it increase the foreign trade ? Does
it give us more foreign exchange ? Doss it
save, by taking over the import of certain
commodities, any foreign exchange to the
nation ? Merely to paint everybody by
black tar all across the line and generalise
that all the people of this country, impor-
ters and exporters, are not good men or
that they are not properly behaving is, [
think, the worst condemnation that ever
can come from anybody’s mouth.  The
Indian people are as honest as anybody
else in the world. My own experience of
the last five years in this line shows me
that out of 8% lakhs of exporters and im-
porters that I deal with, the overall bad
cases-——Ghani Saheb was referring to them—
would be less than 200. T am not saying
that it is all right; there are some bad
people who are doing this, But what is
their quantum, what is their number, what
is their percentage as compared to the
great nation that India is ? And therefore.
because there is a black sheep, can we say
that the whole flock of sheep is black ? 1
am quite sure that Ghani Saheb and Shri
Bhupesh Gupta never wanted to say that
all the Indian people are like that. Therc
arc very, very honest merchants here. As
a matter of fact, many times, even when we
try to do something which is not very cor-
Tect, the merchants come and tell ws pri-
vately that this is the correct thing and
that the other thing is not correct, and we
accept their advice. There is no shame in
that. Therefore, I beseech, to us nationa-
lisation of the foreign trade is not the
panacea for all the evils. Wherever we feel
that the taking over in the public sector of
any trade which is in bulk can give us
the strength of bargaining to us, we shall
do so. For instance, take iron ore, take
manganese ore. Four years before there
was a public debate that Government
should not take over iron ore, manganese
ore. What we found was, that we were up
against the great giants of the world, in
Japan in the steel mills, in Germany in the
steel mills and in Italy, in the steel mills.
They bargained from a position of streagth.
All the steel importers of Japan had one
association to buy iron ore. Now, what is
the benefit in sending thousands of weak
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people from this country who cannot enter
into a ten or twenty-year contract to sell
one tonne or 15 tonnes or 200 tonmes of
5000 tonnes a year? Is there any big,
giant exporter in this country who owns ail
the mines of India ? Therefore, Govern-
ment becomes an ore exporter and helps
these small units to give them strength, to
underwrite all the risk of exports and to
canalise it properly. And we have seen——
from six million tonnes, we have gone up
to 14 million tonnes. We propose to go tc
30 million tonnes. This is the proof where
the public sector can give real leadership
to the various industries. Therefore, I
would urge upon Shri Babubhai Chinai to
convey to the members in the mercantile
community that they should not feel that if
at any time Government intervention
comes, it is as though we are trying to grab
something. It is to give them strength.
Just now I may tell Shri Bhupesh Gupta,
do not go along by dogmatic feelings, that
because it is nationalisation, everything will
go through or that any benefit will come
to the Government or the people. Certain-
ly we are with him if he can prove and
demonstrate to us that jute trading by being
taken over will give us instead of Rs. 180
crores, Rs, 190 crores or Rs. 200 crores.
We will be with him. But it does not
happen. Even in the Soviet Union, I have
seen that trading is a person-to-person job,
so subjective in its contacts., People have
to meet each other, from India to the
United States, from India to the Soviet
Union, from India to Czechoslovakia, from
India to England and vice-versa. It is the
contact which you build on a person-to
person basis that is the greatest subiective
character of foreign trade. Keeping this
in mind I can assure the hon’ble House that
wherever it is necessary, in order to give
this strength to the national economy, if
any commodity which is in bulk or where
it is more vulnerable in the national inte-
rest and greater profitability to the coun-
try, to take over the same for external
trade in the public interest we shall never
hesitate to do so.  This Party has never
hesitated in the past and it shall never hesi-
tate in the future to expand foreign trade
in public sector.

Madam, Mrs. Sathe was saying about the
import of cotton. I have had the privilege
of circulating a note on this account to all
the Members of Parliament. It is not ag if
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we are importing out of the pleasure of it.
We are qualitatively and quantitatively defi-
cient in cotton. If we have to clothe the
people of this country we have to do that.
The minimum that we are giving is 15
yards per capita. 1t is the lowest consump-
tion in the world. Shall we deny to them
the cloth ? Shall we deny to them what
they need in the daily use and also less
export of about Rs, 100 crores? Do you
want to stop it? And what will be the
resuit? The African countries are as
under-developed as we are. They can say
if we do not buy their cotton, they would
not buy our goods. This is what they
have done to Japan. The other day
Tanganyika issued a decree banning all the
Japanese goods to be imported in that
country only because Japan in that year
failed to buy their cotton. They have only
a few commodities while we have ten thou-
sand commodities to export to the African
and the Middle-East countries. They say
you want only to sell to us and buy nothing
from us. Even when we became self-suffi-
cient in cotton, which we must be, as early
as possible, we must dynamise our agri-
culture, increase the productivity per acre,
even then it would be paying to this nation
in the [ong run to buy their cotton, manu-
facture goods, export more so that both our
cotton and their cotton combine and pro-
duce larger wealth for us. Reciprucity is
the real principle in international trade, If
everybody wants to be like Hitler on the
principle of autarchy, national self-suffi-
ciency, closing the door of his own country
to the wide world and wanting to push
their things in other people’s land, what
shall be the fate? It will meet the fate of
Hitler. He was the last pseudo-ccenomist
who advocated autarchy as the principle of
economics. There has never been in the
past and, I hope, there shall never be in
the future one who forgets that iniernatio-
nal trade means international inter--depen-
dence. Unless you are inter-dependent on
the whole world community, in respect of
your community you cannot expect your
goods to be received by them with plea--
sure and love and affection and moeney un-
less you buy their goods. Therefore, it is
on that principle that I would bescech Mrs.
Sathe, who raised that point mauny times, to
appreciate the principle of bilateralism,
multi-lateralism in foreign trade before we

say that cotton imports are a burden to this
country.
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Well, Madam, there were many other
points which have been raised but T do not
propose te take much time of the House.
Mr. K. K. Shah laid great emphasis on the
price line of essential commodities. I
have narrated here on the floor of this
House how many steps we have taken and
yet I cannot say that we havz fully suc-
ceeded. The circumstances in this coun-
try are so complex. On foodgrains, on
essential drugs, on vanaspati, oc cloth, on

articles of mass consumption we have
statutory control, There are somec other
basic items of engineering goods which

have been bringing under price regulations
with some satisfactory results. I am not
fully satisfied. The Government or the
Party, is not fully satisfied, And, there-
fore, I would beseech the co-operation of
the honourable House that in each and
every commodity which is of mass con-
sumption and is required by the people of
the country in a great quantity, if there are
talks of scarcity or talks of rise of prices,
fet us know, we shall try to rush them. In
the last two months we must have rushed
goods to 80 to 90 places. That had an
effect on the local prices. I am not say-
ing that we shall be able to resolve all
citcumstances, but we shall take steps to
see, that inflation is kept in check and that
the average index of price does not rise be-
vond a point which will be detrimental to
the very process of devaluation,

Then, Madam, the last point which had
been made was regarding my comment op
the consumption of tea and other commo-
dities being reduced. I would like to take
this occasion, Madam, before this honour-
able House to appeal to them that while
production is the key to 4ll success, whe-
ther it is pational income or export, we
nust energise in every sphere, production
and more production. That is what we
1ave been doing the last twenty years.
Now is the time to see that out of cvery
fupes invested and every unit or erg of
iuman energy put into the labour, we must
jet  better productivity. There is no
nswer to the Indian problem except higher
rroductivity and higher production, higher
roduction not by increasing the invesi-
nent only but every rupee invested should
tive now a wealth of pot twelve
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fourteen annas but fifieen annas.  Unless
we do that, whatever amount of larger in-
vestment we do it will go to waste.
Therefore, it is very necessary that the
honourable House and the hon’ble Mem-
bers, while certainly criticising whenever
there are weaknesses, should concentrate in
their constituencies on this question appeal-
ing to people because it is a national prob-
lem. It is not a political problem. De-
valuation does not belong to one party or
the other. The international patity of the
rupee for the Communists is not different
from what it is for Congressmen or for the
PSP. or the Independent Members. The
rupee is the same for everybody. There-
fore, this is a national problem. The pro-
duction is the key to success, productivity
is the key. And I would, therefore, appeal
for the co-operation of the whole House to
see that productivity and production are
increased,

Now, when productivity increases, do
we solve all our problems ? Do we create
surpluses of such an enormous character,
with the living standards going up, with
the national income going up, everybody
wanting two shirts instead of one ° And
unless and until there is restraint in domes-
tic consumption, we, Madam, cannot
achieve our ends in a short period of time,
and that is why my appeal for saving one
cup of tea was there. I was not denying
to the millions of this countrymen one cup
of tea which is their legitimate dye. But
if there are two cups, can we make it one?
If there are four cups, can we make it
three ? One cup in this country means
almost 20 million kilograms, another 10 to
12 crores of rupees.

We have been consuming in the last ten
years from 51 million kilograms to 194
million kilograms. Ceylon in the same
period has almost 11 to 12 million kilo-'
grams, almost static consumption. There-
fore, I am appealing like this, Will we be
worse off by drinking one cup less of it
and will we get lesser nutritional standard
by reducing one cup ? Therefore, it is a
common appeal. Supposing, for instance,
we decide that one yard of cloth we put
on less. Instead of 15 yards, let us have
14, 13 or 12 yards. One yard means 500
million yards, and 500 million yards means



24 01  Levying of Export Duty

Rs. 60 crores worth of foreign exchange.
Now, is it a wrong appeal ? Am I asking
for tightening the belt too much which is
absurd or impracticable ? I know that we
are already tightening our belt.  Poverty
in this country is colossal; it is classic and,
therefore, we want to root it out, It is for
the future needs that we suffer today the
birth pangs of this order so that a new order
of prosperity may come in, so that more
foreign exchange can be earned. ‘There-
fore, domestic restraint is inbuilt into any
country which is developing. = With the
massive population of India, it is here that
the august House can join in the appeal
to the whole country. We are not kill-
joys. We do not want to reduce the peo-
ple to poverty or to privations. But there
is a way of doing things. What had hap-
pened to England after the War ? I was
there for some years after the War. They
used to be given two eggs per week when
normally their people were consuming 20
to 25 eggs per week. What were they do-
ing? Sugar was totally denied to us and
the great professional luxury of black tea
and black coffee rose out of the war, out
of the ashes of the last war. Throughout
the world the black coffee came in because
they wanted to export sugar rather than
consume it, Per week we were getting only
two cubes and four pieces of chocolates,
that is, 1% ounces when the normal con-
sumption in Britain was 100 Ibs. per year.
And it produced a new nation.

SHRI AKBAR ALI KHAN:
was also rationed.

Bread

SHRI MANUBHAI SHAH : Yes, bread
was also rationed. And this created a new
nation. Whenever I went to Harrow in
all the stores what was written ? The shelf
was full of goods. But they wrote “for
export”, “for export”, “for export”. They
were not consuming in the country. Now
that is the self-denial given to the generations
of people who want to build posterity which
is glorious and which is prosperous. So
we deny ourselves a little bit today so that
our tomorrow can be better.

I do not believe in saying, “Let us take
away morsel of food from their mouth”.
I will be the last person to say that because
T know that they live hardly on a few mer-
sels. But there are possibilities. In a
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selective manner select such items which
have a world market where we, the lea-
ders of public opinion, can guide the [arge
masses and take them with us. They only
need a little lead from the top to see
what are the possibilities. There is cashew
nut, There are many, many items where
we can certainly save a little bit more to-
day to build a better tomorrow. There-
fore, I hope, my friend, Mr. Bhupesh
Gupta, while he might have any views on
political matters will not stint his co-ope-
ration to us in appealing to the masses of
the people and to the classes of the people
of this country to save a little more for' ex-
port, to make it possible to render a sur-
plus for export now, not out of supply
minus demand. That type of surplus in
this country is not going to arise in the
pext thirty years. If we say that produc-
tion must be so much more, that we con-
sume all that we can and then whatever
tit bits are left, whatever crumbs are left
we export, then we have no future. Foreign
trade cannot be built in a developing coun-
try like that. Foreign trade can be built
only on the blood and the bones and the
sweat and great sacrifice of the people of
this country so that in future the foreign
trade can make (he country viable. Unless
cur balance of payments improves in the
next ten years, I cun assure you no amount
of devaluation will help us. Devaluation
is a great exercise and we must make it a
success seeing to it that every measure that
is necessary, rational and in national interest,
is taken in the field of post-devaluation mea-
sures. Madam, this is one of the measures
in order to save the value of the rupee in
exports.

THE DEPUTY CHAIRMAN :
question is :

The

“In pursuance of sub-section (2) of
section 4A of the Indian Tariff Act,
1934 (32 of 1934), this House approves
of the Notifications of the Government
of India in the Ministry of Commerce
S.0. No. 1696, dated the 6th June, 1966,
as amended vide Notification No. 43(3)
Tar/66, dated the 6th June, 1966, S.O.
No, 1841, dated the 15th June, 1966,
S.0. No. 1940, dated the 27th June 1966,
and S.0. No. 2133, dated the 15th July,

1966, levying export duty on sacking
(cloth, bags, twist yarn, rope and
twine), jute manufactures

of certain

o \
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description, cotton waste (all sorts), tca,
all oilcakes other than copra and ground-
nut oilcakes, tobacco manufactured, mica,
all sorts, hides, skins and leather, tanned
and untanned, all sorts, but not includ-
1ng manufactures of leather, and coir and
coir manufactures from the date of such
Notifications.”

The motion was adopted.

THE DEPUTY CHAIRMAN : There is
the next Resolution on devaluation, to be
moved by Mr. Bhupesh Gupta. What is the
desire of the House ? Shall we sit till 5.30?

HON. MEMBERS : On Tuesday.

L72RS/66—574 —17-4-67—GIPF.
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_THE DEPUTY CHAIRMAN: I am

leaving it to the House.

SHRI AWADESHWAR  PRATAP
SINHA (Bihar) : It should come when
Mr. Bhupesh Gupta is fresh.

THE DEPUTY CHAIRMAN: The
House stands adjourned till 11 a.m. to-
MmOITOW,

The House then adjourned at
one minute past five of the cloek
till eleven of the clock on Fri-
day, the 12th August, 1966.



