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Scheduled Areas
caliy sound schemes. It may be clarified that
these do not iorm part of the Backward
Classes sector of the Plan and therefore, have
not been discussed either by the Dhebar
Commission or by the recent Conference. We
shall take an early opportunity of placing
before the House a summary of the
recommendations made at the State Ministers'
Conference which will give an idea our
attitude towards the recommendations of the
Dhebar Commission.

The Commission have also recommended
that in each State there should be promoting
and sponsoring agencies for spreading a
network, of c.”operatives. The responsibility
for organising, trade and finance in the initial
stages should be on the Government. This has
been accepted by, the State Governments.

It was mentioned that the number of post-
matric scholarships given to boys belonging
to the Scheduled Tribes was too low. I should
now like to say that it was 84 in 1948-49
which has risen to 6871 in 1960-61. Dujring
the Third Five Year Plan, post-metric
scholarship will be given to every student
belong ng to the Scheduled Tribe* without
any test. This lajrge-scale growth of education
is sure to result in a go:d future for them. The
effects are already being felt. Their
representation in the services is steadily
rising. In the latest L.A.S., etc., combined
competitive examinations, out of 112
appointed, 26 belonged to the Scheduled
Castes and 8 to the Scheduled Tribes. The
Scheduled Tribes form about 5 per cent, of the
total population and hence this is really not
very bad.

Madam, with these words I would like to
conclude. With the interest that the Members
have shown towards tke uplift and the welfare
of the downtrodden and the underprivileged
people, we are sure to achieve the best results
w'thin these five years, as was expressed and
desired by the Home Minister.
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ALLOTMENT OF TIME FOR CON-
SIDERATION OF THE REPORT OF
THE IMPORT AND EXPORT

POLICY COMMITTEE

THE DEPUTY CHAIRMAN: I have to
inform hon. Members that under rule 153 of
the Rules of Procedure and Conduct of
Business in the Rajya Sabha, the Chairman
has allotted two hours for the consideration of
the Motion regarding the Report of the Import
and Export Policy Committee.

SHRI P. RAMAMURTI (Madras): We
discussed this in the morning, the possibility
of extending the time limit.

THE DEPUTY CHAIRMAN: I have here
about eight names and if the House desires,
we may extend the time-limit and go on up to
530P.M.

SHRI P. RAMAMURTI; Why not have it
for tomorrow?

SHRI DAHYABHAI V. PATEL (Gujarat):
This is an important subject.

THE DEPUTY CHAIRMAN: Well, the
House can sit till 6 p.M., if you have no
objection.

SHRiT MULKA GOVINDA REDDY
(Mysore): This is a very important subject and
Members should be given an opportunity to
discuss it.

SHRr DAHYABHAI V. PATEL: Have it
for tomorrow between 12 P.M. and 1 P.M.

THE DEPUTY CHAIRMAN: Tomorrow
there is an important debate, Report of the
Union Public Service Commission.

SHRI T. S. AVINASHLINGAM
CHETTIAR (Madras): This is also important.

THE DEPUTY CHAIRMAN: That is why I
am suggesting that the House should sit this
evening for an hour more.

MOTION RE. REPORT OF THE

IMPORT AND EXPORT POLICY
COMMITTEE

Surt  T. S.  AVINASHLINGAM

CHETTIAR (Madras): Madam Deputy

Chairman, I beg to move:
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"That the Report (1962) of the Import and
Export Policy Committee, laid on the Table of
the Rajya Sabha on the 19th March, 1962, be
taken into consideration." Madam, the subject
of this Report is indeed a very important one.
It is now exercising the minds of all thinking
people in the economic field. When we heard
at the time of the Budget that we had only Rs.
136 crores in our balance on the 31st March,
1962, that was indeed a danger signal. Even
before that, tendencies were clear and,
therefore, a committee was appointed by the
Ministry of Commerce and Industry to go into
this matter and it is the Report of that
Committee that we are here to discuss. The
problem is indeed formidable. Even for the
Third Five Year Plan we require Rs. 5,750
crores of which, in this framework, the
allocation of exchange for developmental
imports is Rs. 2,100 crores and the balance Rs.
3650 crores is for maintenance. This will
mean that the Third Plan envisages that the
country's invisible income and out-'flow will
off-set each other and that there will be no net
saving in this direction. In order to finance the
country's maintenance imports alone exports
over the Plan period would have to be at the
rate of Rs. 3700 crores or an annual average of
Rs. 740 crores which is as much as Rs. 126
crores more than the annual average of Rs 614
crores for the Second Plan. Now, when we
look at the Fourth Plan, the annual import
requirements of the succeeding plans will be
even larger; so will be the repayment
obligations on account of debt services and
interest charges. Our debt services repayment
will begin from this year. Granting that the
requisite  external  assistance  will  be
forthcoming, that conditions of supply and
demand abroad will be favourable, the
planners have estimated that in order to
maintain the desired tempo of development,
the country would need to export at the

1,300—1,400 crores per
-annum at the end of the Fourth Plan

rate of Rs.
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as against Rs. 614 crores today. That
is about double the3P.Mm,

amount. This is the problem and the problem
is indeed very great, very formidable. How do
we propose to make both ends meet? Madam
Deputy Chairman, the Committee's
recommendations can be divided into
recommendations for improving exports and
recommendations ~ for  improving  the
procedure. They have gone into the details as
to how import licences are issued, how much
delay there has been in the Import-Export
Department and they have suggested a few
recommendations which can make it better.
They have recommended that there must be
close collaboration between the trade and the
Government. All these things should be
accepted by any Government and steps have
been taken to accept them. They have also
suggested and the Government have also
established a Board of Trade so that it will
advise the Government on this very important
matter.

The second set of recommendations they
have made is about aids and incentives. They
have said that increased raw materials must be
supplied to the export trades, that there must
be started an Import Export Stabilisation Fund
which can finance the export trade, that
income-tax relief should be given, that trade
concessions should be given, that drawback of
import and excise duties must be given, that
remission of sales tax on the exported material
must be allowed, etc. These are some of the
incentives which they want for the furtherance
of export trade. Many of these things are
being attended to. In the matter of Import
Export Stabilisation Fund a beginning has
been made with Rs. 10 crores recently. In the
matter of drawback of import and excise
duties also I think a concession has been
given already and the Government have
issued a communique in this connection.
These things have been done.
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But, Madam, these things by them-
selves do not affect the pith of the
problem. What is the reason, Madam
Deputy Chairman, that our exports with
all the efforts that we have been making
have not been rising? The reasons in my
opinion are two. On a previous occasion
too, perhaps during the discussion on the
Budget, I had the opportunity to point out
that the main, the prominent reason for
our failing to export commodities outside
was our cost structure. The production
costs in India are much higher than world
costs. Hon. Members know that in the
case of sugar which is a flagrant example
we produce it at the rate of Rs. 700 per
ton and we sell it in the U.S. at a much
lesser price of Rs. 400 per ton which is
nearly half our cost. That means we can
neve, compete in the world market unless
we bring down the price. So also is the
cost at which motor cars are
manufactured, refrigerators are
manufactured, radios are manufactured
And a variety of other things that are
being manufactured are such that they
cannot stand world competition. Today
the industries have protected markets in
this country. We wanted to give them
protection—and rightly so—so that they
may grow and we looked forward to the
time when they could grow and become
strong so that they can stand outside
competition in world markets. But
unfortunately the result has been
otherwise. This protection has given them
a sheltered market with the result that
they have not been able to grow.

SHRI NIREN GHOSH (West Bengal):
Why are the production costs higher in
India and can you cite some comparative
figures?

SHRi T. S. AVINASHLINGAM
CHETTIAR: I had said why the costs
were high. The Planning Commission had
appointed some committees to go into
this matter of cost structure and their
reports are there. Some of the reasons that
they have given are that management
costs are high, that labour productivity is
low, that the
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raw materia]* they get are at much higher
cost and so on. They have given a variety
of other reasons. All those reasons are
valid; they must be gone into. But the
main problem before us in this matter oil
pushing up the export trade is not merely
to find out the reason but to find a solu-
tion. Unless We bring down the cost we
can never expect to compete in the
external ~ markets. Whatever  re-
commendations' have been made in this
Report, I was rather unhappy with one
part of it and I would like to read out that
part. 1 had expected Madam Deputy
Chairman, that this Committee would go
into this matter with a little amount of
devotion, with a little amount of urgency.
This is what they have said on page 62:

"The mercentile community cannot be
expected to be guided by altruistic or
patriotic motives and will expect to
receive for its efforts in the export
market, a return which stands in a
reasonable relation with the profits on
domestic sales. It would be Government's
responsibility to compensate the trade for
its export effort through selective
concessions, fiscal reliefs and other
Incentives to make the export business
worthwhile over the long haul."

Madam, Deputy Chairman, if this is the
selfish attitude with which this problem is
faced, I am afraid, situated as we are, w,
will never be able to tackle this problem.
The mercantile community should also
make its own sacrifice in providing a
strong basis for this country. I have heard
that people who become rich become
more and more avaricious in proportion
to the greater and greater riches they
acquire and it seems to me this is a slur
which is cast on the mercantile
community.

SHRI BABUBHAI CHINAI (Maha-
rashtra): Absolutely true.
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SHrRi T. S. AVTNASHILINGAM
CHETTIAR: I am glad here is a member
of the mercantile community who says it
is true. Which i» true?

SHRI BABUBHAI CHINAI: This
statement is true.
SHRI T. S. AVINASHLINGAM

CHETTIAR: T do not want to refer to
names because what I am saying may not
be complimentary. I say it is a slur on the
mercantile community if it says that only
if it is paid more money it will do this
national task. It is a great slur upon the
mercantile community. Can it be said that
this country can progress only on every-
body getting profits? I can understand a
poor man saying, 'Give me a living wage'
but I cannot agree with these people who
are rolling in millions, when they are
amassing such large profits not out of
merit but because of the protected
atmosphere that has been created in the
country, when they are making millions
and millions rupees, when they come and
say, 'Give us more money then .only we
will export'. It is a question of the entire
country being in difficulties. They do not
even seem to consider that this country is
theirs also. They say, *You want us to
export more? All right, we will do it but
pay us.' This is not the attitude that they
should take up.

SHRI SATYACHARAN (Uttar Pra-
desh): Should 1 presume from the
utterances of the hon. Member that the
measure  of  exploitation  stands
accelerated under Government protection

SHrr ,,T. S. AVTNASHILINGAM
CHETTIAR: You may draw whatever
conclusion you may like. Let me tell you
what one of the doyens of the mercantile
community has said about this matter. He
is Mr. G. L. Mehta and I hope my friend
will accept him as one who knows
something about trade. He 1is the
Chairman of the Industrial Credit and
Investment Corporation and this is dated
25th April 1962. It is recent:
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"The Chairman of the Industrial
Credit and Finance Corporation

yesterday expressed concern over the
poor performance of Indian exports
despite th. export promotion schemes
and said that a time will come when we
will have to export some of our own
so-called experts, pseudo-scientists and
fake statisticians. Addressing the
meeting of the Council of Foreign
Trade he said that despite the fact that
we have plentiful man-power and
several incidental advantages, our costs
of production are higher by nearly 100
per cent to 200 per cent than those in
many other countries. We have priced
ourselves out of the world markets in
many commodities and some of our
traditional exports have also been
losing ground. There was no basis for
this sharp fall in exports if there wag
efficient production."

That means he says that there is in-
efficient production in /this fcountry.
Madam, it is not I who say that. It is
people with a sense of patriotism in the
trading community who say this.

SHRI BABUBHAI CHINAI: How does
he become the trading community's
representative?

Surt  T. S. AVINASHLINGAM
CHETTIAR: T ask you: Must he becom, a
member of one of your bodies to become
your representative?

SHRI BABUBHAI CHINAI: He does
not trade at all.

SHRI T. S. AVINASHLINGAM
CHETTIAR: He may trade or he may not
trade. That is not the point. The point is
whether the mercantile community,
which is earning great profits under the
protection of the Government, would
come forward, even at less profits, to do
their job.

SHRI M. GOVINDA REDDY
(Mysore): He receives encomiums and
receptions from the trading community.
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SHRI T. S. AVINASHILINGAM

CHETTIAR: That is because there is
something to be done by him. They want
loans from him and they give him
receptions. It is a matter of serving
themselves. It is not out of anything else.
This matter of exports is a great problem
that we have to face. I say there are ways
in which it can b, done. I think the
Government today must take care of it.
And then what surprised me most is this.
We have three industries which are sup-
posed to be established by us for nearly a
century. I can understand recent industries
not working at a profit. For example, for
one century the textile industry has been
there. Even that requires protection today.
We cannot compete in the open market. If
the Commonwealth preference, which has
been granted by Britain goes, all our
exports will suffer. Not only cotton
textiles, even tea exports would suffer. In
1951 the average price of tea exported
from India was Rs. 2773 per Ib., while that
exported by Ceylon was Rs. 2-62. Where
ar, we going? The large internal market
that we have in this country has itself
acted as a deterrent of efficiency in our
industries.

I would like to put forward these
suggestions before the Government.
There are industries here which are
paying ten, fifteen, twenty or twenty-five
per cent dividend. There are industries
which earn many crores of rupees. May [
not say, put it to them, that wherever
industries are earning so much, a part of
their products must be sold outside even
at a loss, so that the loss may be set off
against the profit that they make? They
must not pay more than a certain amount
as dividend. The managing agent can
afford to take less. I say this is the way in
which industries are built up. This is the
way in which exports ar. built up. I say
that industry-wise this matter must be
examined and, if necessary, regulations
should b, framed, so that where large
profits are made, the export trade must be
builtup on the basis of earning less
profit. I am not against giving drawbacks
on excise
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duties if that will help them to sell their
product at a les; price all the world over.
We know of cases in the world where
countries have sold at a lesser price
outside. We know of such examples.

SHRI BABUBHAI CHINAIL: Will you
kindly quote those examples? At least we
have to learn it.

SHrRI T. S. AVINASHILINGAM
CHETTIAR: You will learn it. T will
give it to you in good time.

SHRI BABUBHAI CHINAI: Before
you finish your speech, please let us
know.

SHRI SATYACHARAN: Japan.

SHRI BABUBHAI CHINAI: What
Japan? Japan has an internal market
where the prices ar, higher than the
export price. Not a single item can be had
at the export price.

SHRI T. S. AVINASHILINGAM
CHETTIAR: Even if there is no country.
I am prepared to say: "Why not we do
it?" We want to build up our export trade
and earn foreign exchange.

SHrt BABUBHAI CHINAIL: That ii
quite a different matter.

SHrRl T. S. AVINASHILINGAM
CHETTIAR: 1 am not prepared to say
that because some countries do not do it
and so we should not do it. I want to
build up our xport trade and if that is the
way in which I can build it up, I will do
it.

SHRI BABUBHAI CHINAI: We are all
one with you.

SHrRI T. S. AVINASHILINGAM
CHETTIAR: I do not know how much he
is one with me. After knowing he is
giving parties .

THE DEPUTY CHAIRMAN: Take
him at his word.
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SHRI T. S. AVINASHLINGAM "There would be no point in im-

CHETTIAR: I wish to take him at his
word. 1 wish that we examine these
industries industry-wise and wherever
large profits are made, a part of the
products must be sold in the externa]
market, if necessary even at a loss. It may
be made good out of the profits made by
the industry in the internal market. I think
that is the one practical way in which it
can be examined.

Another matter I would like to mention
is quality control. I was rather surprised
at the way in which the Committee had
mentioned about quality control in this
Report. They say:

"In view of the fact that Agmark and
ISI seals are unacceptable to various
buyers abroad, having their own
specifications, we feei that com-.
pulsory quality control or pre-shipment
inspection is not feasible."

We had occasion to discuss adultera-
tion not only in food but also in medicine
in this country. We also know that som,
of our exports have suffered a great deal
because the quality which was mentioned
in the label was not present in the goods.
These recommendations on quality
control did not come from the air. The
recommendations wer, made because the
quality was not there. What was promised
was not given.

SHRI BABUBHAI CHINAI: I agree.

SHRI T. S. AVINASHLINGAM
CHETTIAR: I am glad that Mr. Chinai at
least agrees with this one point.

SHRI BABUBHAI CHINAI; Whenever
you make a correct statement, I endorse
It, but whenever you make a wrong
statement, I will refute it.

SHRI T. S. AVINASHLINGAM
CHETTIAR: Please. Then, why do they
say that they do not want it? The
mercantile community is a very
intelligent and a very clever community.
They can give a thing and sabotage it
later. They further say:

posing Indian Standards on the foreign
importer. What is necessary to ensure
is that the goods exported are in
accordance with the specifications
prescribed in the export contract. It is
suggested that the Associations of trade
must organise their own 'Inspectorate’
to effect quality control and pre-
shipment inspection."

We can understand what the influential
people will do when their goods are
exported and the influential people are the
people who export a lot. I was glad to see
a report in the press on the 2nd March,
1962 saying that the Government of India
has accepted the recommendations of the
Committee on quality control and pre-
shipment inspection and legislation to
implement them would be proposed
shortly. But we have not seen any
legislation till now. An urgent matter like
this should be attended to immediately
and I hope legislation will be forthcoming
soon. In these matters we have on« great
difficulty. Big business has big influence.
That is unfortunately true, big influence
not among the people outside but among
the people who are at the centres of
power. I wish that in enforcing quality
control and pre-shipment inspection, on
both the points which I have mentioned,
the strictest vigilance should be exercised.
No sort of influence must be allowed to
have any way. With Government officers
who administer them, they do have some
sort of influence. I hope when the Bill
comes before us— and I hope that it will
come sooner rather than latter—we will
see that in the interests of the trade of this
country and In the interests of the good
nam, of this country, such influence is not
exercised.

I do not like to say much more, but I
would like to add only this that this is
indeed a colossal problem. Production
must go up and productivity must be
higher. It is not only the labourer
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who must be asked to sacrifice, it is not
only the consumer who must be asked to
sacrifice, but everybody should make
some sacrifice. The Indian consumer is
making today a tremendous sacrifice. I
would say the entrepreneur, the
industrialist, the big money man should
also come forward willingly and not ask
for incentives. I would agree to
incentives of the right type which will
lessen the price of our exports, but not
incentivez which will make their money
bags bigger. I expect and this country
expects that they will bring unselfishness
and devotion to the task on hand, which
is a great national task.

[ 8 AUG.

The question was proposed

SHRI SITARAM JAIPURIA (Uttar
Pradesh): Madam, Deputy Chairman, I
find myself in a little difficult position
immediately to speak after the motion has
been moved with such a fiery approach.

SHRI AKBAR ALI KHAN (Andhra
Pradesh): You can also have some firing.

SHRI SITARAM JAIPURIA: My friend
is accustomed to fireworks. I would say
that the turn was that of my friend, Mr.
Ramamurti, but when I requested him to
allow me to speak first, as I will have to
go away early, he readily agreed to it.
When I told him how he had so readily
co-operated, he said: "I want to fire you
also." It appears that firing is going to be
on this side and on that gide also.

THE DEPUTY CHAIRMAN: You have
submitted yourself to that.

SHRI SITARAM JAIPURIA: Anyway,
the Government deserve all the
appreciation for having had a Committee
of this nature headed by euch an
important personality as that of Sir A.
Ramaswamy Mudaliar. Unfortunately,
however, it has been our experience of]
most of the Committees that though the
Committees are constituted the
important recommenda-
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1 tions of those expert Committees do not
generally meet with the approval of the
Government particularly if it means
giving up something even though it may
not be appreciably much. I do hope that
when I make these observations I will not
be misunderstood. As the time at my
disposal is not much, I would confine
myself to the salient points that have
been raised in thi; important Committee's
Report.

First of all, Madam, I must say that the
formation of a Ministry of International
Trade headed by a dynamic leader like
Shri Manubhai  Shah ensures a bright
future for this particular Ministry.
Undoubtedly, we have confidence in his
foresight, and we do think that this
problem will be solved to

a great extent. The indications,
however, for a long time past have been
that our imports have been increasing and
our exports stagnant. I am sure the House
will bear with me when I say that it is a
matter not only for a particular section
of the community but for the entire
country to tap all the resources in such a
manner that this problem, which is most
vital not only for the success of the Plan
that we have in hand but also because of
the other conditions and circumstances
that have been created by  the E.C.M.
problem, is solved. Every one of us must
give the best out of ourselves so  that
this problem is solved. I would most
earnestly request, Madam, that the
suggestions that  have been given by
this Committee, particularly regarding
the Import and Export Stability Fund,
should receive the immediate consi-
deration of the Government. It has been
recognised beyond any doubt that the
availability of imported raw materials and
the necessary spares and spare parts
is the only way by which one can
definitely assure a regular flow of quality
materials. I am not discounting the fact
that there are many cases where exports
axe not done for reasons other than these,
but undoubtedly I am sure that the Gov-
ernment will bear with me when I say

that there have been reasons
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[Shri Sitaram Jaipuria.] which have
been beyond the control of the -
industries, which have been responsible
for the major portion of it. The recent
announcement by the Finance Minister in
his Central Budget speech of exempting
the increased corporation tax on export
earnings is, if I might submit very
humbly, a very notional relief, if a relief
at all. The three-fold income-tax relief
which has been recommended by this
Committee is one of the most important
things that must be done to boost up
exports.

A little while earlier it was said that the
cost of production must be reduced and
that that is the only way by which regular
exports can be ensured. I am all for it. My
friend, Mr. Niren Ghosh, asked why the
cost of production was so high. I for one
feel and undoubtedly every one of us
wishes that the cost of production must
be reduced. But where is the scope for it
unless and until a most radical change is
made in our cost structure and also in our
production methods? When it comes to
the question of raw materials, we find
that the cost cannot be reduced. I do not
blame anybody, maybe sometimes the
question of paucity comes into the
picture.

SHRI NIREN GHOSH: Reduce profits.

SHRI M. GOVINDA REDDY: It is the
stomachs that come into the picture.

SHRI SITARAM JAIPURIA: I do not
mind the interruption but, Madam, I will
take a little more time in that case. The
question of reduction in raw material cost
is generally looked from a political angle.
I do not blame him fo, it. It is bound to
happen everywhere. In the matter of
labour too, my friends will say that no
retrenchment is feasible, that nothing is
possible. The wages are fixed and other
items of cost aTe also fixed. I would not
be misunderstood when I say that
industry as a whole and every
manufacturer should always look upon
the labour as the most important part of
the organisation, and without a happy
labour and without
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an adequate supply of raw materials
nothing can progress and progress
satisfactorily. Then there are other
expenses, for example, transport and
electricity generation. They are all
regulated and beyond the control of
managements. Instead of giving relief in
the railway freights as recommended by
the Mudaliar Committee the Government
has come forward by increasing the
railway freights. Why I am saying all this
is only to indicate the lack of importance
attached to the report. In fact I would say
that not very careful consideration has
been given to the report which was
submitted months ago. I would most
earnestly submit that there are many small
details which have been given in this
Committee'si Report, but they are most
essential. For  example, in the
organisational set up it has been
suggested that there may be a Regional
Office under a Deputy Chief Controller
set up in Kanpur having jurisdiction over
the whole State of Uttar Pradesh. Why
such recommendations have not been
given effect to is beyond my compre-
hension. We are quite happy that
industries are doing their best. It is
necessary that not only our exports should
comprise mainly of the traditional items
of jute, tea, cotton, etc., etc., but also of
the products of new industries that are
coming up and new lines must be thrown
open so that our exports may increase and
the country may be able to fulfil the Plan
that it has already taken in hand. We live
with the Plan, we die if our Plan does not
meet with success. Let us hope that better
sense will prevail among all sections, let
there be no conflict between man and
man or class and class. Every one must
put his shoulder to the wheel and do his
best in order to boost our exports, the
only life-saving belt that we can think of
today. This is what I wanted to say.

SHRI BABUBHAI CHINAI; Madam, 1
will say a few words on this important
subject, and whatever I will be saying
would be to help the exports of the
country, and it would be in a
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I say would not carry any sentiments
behind it, I can assure you, Madam.

It is a known fact that our foreign
exchange position has been so bad and
we are passing through such a great
difficulty that the country's exports must
be increased, and there can never be two
opinions about it. Even if we look at the
present position and see how we are put
in it, the recent cut of nearly 50 per cent
on the actual list of imports would bear
out that we are facing a serious crisis so
far as availability of foreign exchange is
concerned. Even the other day in the Lok
Sabha our Finance Minister very rightly
said that unless we make every effort to
earn our foreign exchange by way of
exports, it would be very difficult to
sustain our economy. The Mudaliar Com-
mittee Report which is under discussion
today has also very rightly said that
unless people as a whole and specially
the business community and industrialists
take it to their heart to see that all
conceivable means are adopted to see that
exports are increased, all those slogans
which were given to us—"Export or
perish", etc., etc.,—to whip up our
enthusiasm will not bring us more
exports.

The Mudaliar Committee has very
rightly made certain suggestions in order
to see that our exports are accelerated and
in doing so, they have also made certain
statements in their Report which, to me,
are quite justified and are appropriate not
only in the interests of the country as a
whole; but they have taken this as a
problem which can be faced and solved
provided some practical approach is
made. My friend got a little upset when
he read a couple of paragraphs of that
Report but one should not lose sight of
the facts. The facts should be faced as
they are. As a matter of fact, when the
Mudaliar Committee's Report says that
the business community is not expected
to make sacrifices for all time to come
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and that the exports will not increase
unless the recommendations made by
them are implemented, I do not see that
there is anything wrong in it. After all if
an object is to be served, we will have to
look into the problem from all angles.
The business community are not angels.
If you tell them that they will have to
export without profits, I doubt whether it
is possible. Even we have not stated that
we would do it without profits. Today in
spite of the fact that they are allowed to
have their own profits, the exports are at
a standstill. We have not been able to
come to the target, a moderate target,
which has been fixed for us. Therefore, if
we are going to ask them to do something
which is against all canons of justice,
which is against all reasonable aspira-
tions, I doubt whether we will be able to
solve that problem.

Another point on which my friend got a
little upset was in connection with the
paragraph on quality control. I am one
with him, I am one with the Report, that
the time has come when Government will
have to sit tight and see that those who
produce goods produce goods of a
standard quality approved by the Indian
Standards Institution Or by any other
institution which is recognised by the
Government of India. There cannot be
two opinions on that. If we are to build up
our export trade and if we have to go on
continuously depending upon our export
trade, there cannot be two opinions that
the goods which we manufacture should
be of a standard quality acceptable to all
and at all times. Therefore, the Mudaliar
Committee's Report has pointed out thii
special aspect of the whole export trade
and I would beseech the hon. Minister to
take cognisance of this paragraph and see
that this is implemented with all the zeal
at his command. I would also appeal to
the business community that they should
also see that the fair name of the country
is maintained, not for themselves but in
order to see that the country prospers and
prospers not only for a short time but for
all time
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[Shri Babubhai Chinai.] to come. At
the same time we must also not forget and
lose sight of the fact that various
suggestions have been made by the
Mudaliar Committee and I am very sorry
to say that even though five months have
elapsed, no concrete steps have been
taken either by the hon. Minister or by the
Ministry in charge. There are four or five
suggestions which have been made
which, if implemented, I am sure, will
give a fillip to the export trade.

On the contrary, I find that the State
Governments have not been cooperating
with us. As for example, the State of
Kerala has put 5 per cent, sales tax on tea.
Now, this is not a problem which a State
Government can view according to its
requirements. It must also think in terms
of the overall picture of the country.
Where exports are necessary, it is not right
that such burdens should be put. In July,
we had the Railway Budget and what was
the position? Freight charges have been
increased. Now, on the one side we talk of
exports, we talk of competitive prices, we
talk of boosting our exports. And on the
other side we find that the same products
are being made more costly. How is
export going to increase? Not by my
speech or the speech of my friend. After
all, we are business men, we must be
practical men and we must try to see that
the boosting of exports gets all the
incentives— reasonable incentives 1
would say—  which the export
commodities require. We must also know,
however, how the cost of production is
higher than in other countries so far as our
products are concerned. We must not lose
eight of the fact that we have obsolete
machinery. We have not got the latest
machinery in all our industries and
especially what is the position of the
textile industry? The industry was
shouting  from  house-tops  about
rationalisation for the last ten years and
we could not rationalise the industry, with
the result that today our textile exports
suffer. Even though we are  doing fairly
well, if
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England joins the Common Market, what
will be the position of our textile export?
In spite of the fact that the industry has
voluntarily accepted 12£ per cent, of
exports, it would be very difficult to push
up our exports even to the extent we are
doing today. Let us be very careful about
what we do; let there not be only one-
sided decision. It may be argued that all
the industries have been making profits
and therefore there ia every scope for
profits to be brought down and at the same
time exports boosted up. To a certain
extent, it is possible; to a certain extent,
we have been implementing it. Madam,
you must be knowing that since March 31,
1967, when the ex-Minister for Commerce
and Industry, Shri Morarji Desai was
there, industrialists have frozen their
prices on many of the products, and they
have carried out that in spite of the
promise which was given to them, at that
time that if because of any rise in the raw
material price or because of any wage rise
or because of any rise for any reason the
cost went up, the Government would come
forward and would give the increased cost.
Industrialists have all these factors and in
spite of that, they have been carrying on
with the price of 1957. I do not want for a
moment to say that they have made any
sacrifice. If they have made any sacrifice,
they are open to make it and it is necessary
to make it but to say or malign them that
they have not done anything which is
required of them is not a fact. Let us not
forget the point. After all, whatever
sacrifice you want they will do. Let us try
from the overall angle of the whole world.
Is there any country which has exported its
items at a price which is lower than its
local consumption market?

SHrr T. S. AVINASHLINGAM
CHETTIAR: Yes, Japan.

SHRI BABUBHAI CHINALI: I have yet
to see. My friend has given the example
of Japan. I can assure him that it is a
wrong statement. I would quote only one
example about one item  and you will
realise what the
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exported by Japan to the various parts of
the world and the export price for 150
deniers is 42d. and what is their internal
consumption price? It is HOd. This is one
item which I am quoting.

SHrr T. S. AVINASHLINGAM
CHETTIAR; You are proving what I am
saying.

SHRI BABUBHAI CHINALI: No, no the
internal price is more. What I say is the
external price is less and the internal
price is more. You say, why should the
internal price be more?

SHrRl T. S. AVINASHLINGAM
CHETTIAR: I am afraid Mr. Chinai has
misunderstood me. He has proved just
now what [ have been saying.

SHRI BABUBHAI CHINAI: I am glad
that he is agreeing on that also. If the
agrees with me, then he is not able fo. . .

THE DEPUTY CHAIRMAN: You are
agreeing with him.

SHRI BABUBHAI CHINAL If I am
agreeing with him, I am in good company
and I am glad that he agrees that the
internal price should be more" in order to
export our products and, therefore, he
should not have any complaint so far as
the consumers of this country are
concerned.

Well, this is not a very happy position.
He also had been endorsing what I say.
(Interruptions.) At the same time there
should not be any inflationary prices
because, after all, we have to see

Toe DEPUTY CHAIRMAN: You
have taken too much time. We have so
many other speakers.

SHRI BABUBHAI CHINAL If T have
taken too much time I am sorry. I have
tried to be as brief as possible, and I
would only crave your indulgence for a
minute more, Madam. What I wanted to
convey to the House
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was tnat tne tune nas come wnen
platitudes will not do and hard work is
necessary, and it is our duty as citizens of
this country to strengthen the hands of
our Minister who has sbeen doing so
splendid a work.

Thank you.

SHRI P. RAMAMURTI (Madras):
Madam Deputy Chairman, we have had a
splendid defence of the Ramaswami
Mudaliar Committee Report from Mr.
Babubhai Chinai. Naturally, I expected
that Mr. Babubhai Chinai and people of
his type would be the doughtiest
champions of this Committee's Report.
But I am not able to see any reason why
the Government of India should have
wasted so much money in appointing a
committee whose composition iy what it
is.

If you go through these recommend-
ations you will find that there was no
need whatsoever to appoint a committee
of this type. They could have gone to the
Federation of the Indian Chambers of
Commence and Industry.

(Interruptions.)

Please wait; do not disturb me. They
could have gone to any of these
organisations, to any of the chambers of
commerce, and they would have ; given
the identical suggestions that have been
given by Sir A. R. Ramaswami Mudaliar
and company, naturally because the very
composition of that committee is that, and
Mr. Avi-nashilingam Chettiar hit the nail
on the head when he referred to that
particular paragraph.

Mr. Babubhai Chinai was waxing
eloquent about the great amount of
sacrifice that the textile mill-owners of
our country have been making,
particularly after 1957 when they had
been given a good number of incentives
to export. I would just like to give you
some figures to show the amount of
sacrifice that our textile mill-owners have
made, particularly what the Bombay
textile mill-owners have made after 1957.
I will just give
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Lfahn P. Ramamurti.] you some
figures; I have got the figures for three
complete years only. In 1958 a number of
incentives were given to the textile mill-
owners for the purpose of promoting
exports, for export promotion—a number
of things. Now as a result of these things
what happened? Exports of textile cloth in
1959 stood at 814 million yards. In 1960
they came down to 694 million; in 1961
they further came down to 574 million
and in the four months of 1962
(January—April) they have come down to
169 million. It means that they would not
go up to even 500 million this year— you
must understand it. Precisely in the period
when they got incentives after incentives,
precisely in that period, exports have been
going down, from 814 million in 1959 to
about 574 million yards last year, and this
year it is going to be about 500 million
yards. And what is the sacrifice that they
have made? On the other hand the total
profits of the Bombay mills—I am talking
of the Bombay mills alone; I have not got
the figures for all the mills—the total
profits of the Bombay mills in 1959 ran to
Rs. 1,232 lakhs. In 1960 they went up to
Rs. 2,100 lakhs and in 1961 they went up
to Rs. 2,400 lakhs—see how the profits
are mounting up from Rs. 1,232 lakhs to
Rs. 2,400 lakhs. This is their tremendous
amount of sacrifice, and this is the
tremendous amount of sacrifice about
which Mr. Babubhai Chinai was talking
to us just now anout the mill-owners.

SHRI M. GOVINDA REDDY: There
has been more production and so more
profit.

SHRI P. RAMAMURTL: A good
eacrifice really. Now why is it that in
spite of the fact that these incentives have
been given they did not today utilise these
incentives for the promotion of exports?
Mr. Babubhai Chinai must be knowing
that in 1959, for example, when there was
a tremendous amount of shortage of
cotton here, a number of mill-owners had
approached the Textile Commissioner
with faked contracts, and on the basi»
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of these faked contracts about 50,000
bales of cotton were actually frozen and
they were given to them at controlled
prices. And afterwards did they export?
Did the Textile Commissioner go and find
out whether these people who got the
cotton at controlled prices on the basis of a
representation that they had got contracts
for export, did really export? Did they
really export? These are facts which
cannot be denied. Or take, for example,
the Export Promotion Council and you
will find how many mills have failed to
carry out the export contracts that they had
entered into with certain other firms and
how many have been the complaints. And
what has happened to those complaints?
Arbitration. They failed to carry out the
contracts because they thought that it was
much more profitable to sell the goods in
the internal market. Even after having
entered into contracts with many of the
foreign firms for exporting cotton textiles
many of the leading textile mills in our
country have been totally dishonouring
these contracts. Complaints have been
filed with the Export Promotion Council;
innumerable complaints have been filed
with the Export Promotion Council. And
what has happened to all those
complaints? Arbitration. They pay about 3
per cent, or 4 per cent, whereas they make
a profit of 40 per cent, or 50 per cent, in
the internal market. This is what has been
happening. You cannot today shut your
eyes to all these facts and here come and
talk of the tremendous amount of sacrifice
that they are making. (Interruptions.) All
right. Therefore it comes to this. "If you
are going to make it much more profitable
for us to sell it in the export market, then
we will sell. Otherwise we will not sell."
Then why should we want you? We need
not have you. We ourselves can take up
the thing. Anybody can sell if it is going to
fetch much more profit. Therefore the pro-
blem is this; it is not dependence upon
these textile mill-owners or these bosses
that is going to give you the export
market. This is precisely .the thing,
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and if this position is accepted, where is
the limit to the profits? Today you are
giving some concessions. The Mudaliar
Committee wants further income-tax
concessions. It wants further sales tax
concessions. It wants further concessions
in other directions. AH right. You grant
all these things today. Then from Rs.
2,400 lakhs their internal profits will go
up to about Rs. 3,000 lakhs. Then what is
the further concession? Then the further
concession will be no income-tax. And
then their internal profits will swell
further up. Then the further concession
will be, "All right, we will ourselves give
you the money; instead of taxing we will
ourselves give you money". Is there any
limit to it? Therefore what is the meaning
of all this? That is why I say, so long as
there is no control over your internal
prices, you decide your prices as you
please. In spite of your stamping and all
that we know what has happened to your
stamping. For example, here is
something; T will just quote; I am
equoting from a very respectable journal.
The Commerce. It is a very respectable
journal; it is not a Communist journal and
therefore it should be accepted.
(Interruptions.)

"Some dealers' associations have
alleged that the mills have changed
70 to 90 per cent, of the wvarieties
merely in order to get higher prices
without materially altering the con
struction particulars, and that non
standard varieties are being put in
the lower-priced category of popu
lar ones" etc., etc. (

I am just pointing out how things are
happening. You may stamp all these
things but, mind you, underhand dealings
are taking place in the textile industry,
and the profits that are shown in these
balance-sheets are not the only profits.
There are other profits running into crores
of rupees which are not properly shown in
these accounts; there is manipulation.
This is what is happening.
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SHRI H. GOVINDA REDDY: All ii
fair in trade, love and war.

SHRI P. RAMAMURTI; That is right.
All is fair. Therefore, Sir, if we depend
upon this Mudaliar Committee Report for
seeing that our exports are promoted, I
am afraid that after one year or two years,
they will come back again and ask for
further incentives. This is all that would
happen. Therefore I do not think that this
kind of incentives is going to do any
good.

SHRI BABUBHAI CHINALI: So what is
the remedy that you are suggesting?

SHRI P. RAMAMURTI: I am telling you;
I am coming to the remedy Government
can certainly work out the cost structure
and on the basis of that cost structure
requisition the goods irom the mills, say,
"You deliver 121 per cent,

or 30 per cent, or 40 per cent, of these
goods on Government account to the
State Trading Corporation or somebody
else. We will ourselves export. We do
not want you as our intermediary." We
can ourselves export. It is not such a big
job. Today it can be done. Therefore
compul-sorily  requisition a  certain
quantity of their production on the basis of
cost, not on the basis of any profits, but on
the basis of cost because it is enough, the
profits they make in the internal market.
Under threat of taking over their mills if
they fail to do this Government can
certainly requisition a certain percentage
for certain export purposes. I am saying
this precisely because of the tremendous
amount of incentives that they were being
given. Mr. Babubhai Chinai was just
now talking of rationalisation and all these
things. I have  also dealt  with the
problem much more than -you. What is
the amount of rationalisation that has
taken place since 1947? How many times
that has taken place? What is your total
labour force? Our labour force is of the
order of 70 per cent, of what it was about
10 years ago.
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[Shri P. Ramamurti.] We are facing it
every day. Not only that. In 1957, for
example, when Mr. T. T. Krishnamachari
was the Finance Minister they said that
they would allow certain automatic
looms to be installed in Ahmedabad and|
Bombay on the specific understanding that
such looms would be utilised only for the
purpose of export. What has happened to
that? In spite of doing all these things,
your exports have come down. Therefore
you are not people who are capable off
holding to your promise. Your entire past
shows that all that matters to you is sordid
money, profits and nothing else.
Therefore 1 would say that depending ¢n
this will not help us. That is one aspect of]
the problem but quite apart from that,
there are other aspects. After all we are
not going to boost up our exports merely|
on the basis of selling them 800 or 1,000
million yards of textile cloth. There are
other great import

ant aspects of the question about which
of course the Mudaliar Committee can|
have no conception. After all hidebound
as they are with nothing but the
consideration of sordid profits for their|
own class, they cannot today think of]
the entire problem of export, or why is it
that our export problem is what it is to-day|
or what is it that is  happening to-day|
in the entire World. This is a problem|
about which the Mudaliar Committee is
totally incapable. Mr. Mudaliar might
be agreat man, he might have been a
Member of the Viceroy's Executive
Council, all that may be true but despite all

that, they are totally incapable off
understanding  the  problems that are
facing today the underdeveloped

countries. What is the position today?
I am again taking the facts, not from any|

leftist journal but from the same
'Commerce'. The facts as they are to-day|
are these. As far as the industrially-

developed countries  are concerned—by|
the industrially-developed countries I
mean precisely those countries which have
had an empire, which even now,
continue to have some companies but in|
the past have had an empire, like Britain,
America,
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France and Belgium—as far as thes<
countries are concerned, what is tht
position? During the last 15 years despite
all talks of helping the under developed
countries, what has happened? The
volume of trade as fai as underdeveloped
countries are concerned has come down
to 29 per cent from 36 per cent. 15 years
before In the world to-day our share has
come down to 29 per cent—our share
means not only India's but the entire
underdeveloped countries' share has come
down to 29 per cent. Precisely in this
period what has happened? Primary
products continuously have been falling
year after year. In the export market we
do suffer. What has happened? Whereas
on the one hand the industrial goods that
are supplied to the underdeveloped coun-
tries have registered during the last 10
years a rise of 24 per cent., in the last 15
years the primary products have been
falling down. To-day the position is this.
Last week what has been the position?

"World commodity prices have been
tumbling down in recent weeks at a
rate which must be a source of serious
concern to all primary producers."

To what extent have they fallen?
give some examples:

I may

Castor seeds fell from £134 last year to
£112.5 this year, groundnut from £70.0 to
£57.5, copper from £235.0 to Rs. 229.0,
tin from £910.0 to £858; 0 and jute
£146:0 to Rs. 98:0

This is the steep fall that has taken place
precisely during the last one year. This
means that whatever might be the amount
of goods, even if you keep up the total
volume of exports that you used to do
before, even then your export earnings are
going to be less. Continuously we have
been suffering and this suffering-has been
borne not only by India but by all the
underdeveloped countries. This is the
challenge we have to face. It is precisely
in this context that the E. C. M. has also to
be seen. After
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all it is a fact .that many of these countries,
many of these empire-countries, imperialist
countries, who were holders of colonies before
find themselves to-day that the under-
developed countries have come to their own
and are fighting their own battle and it is no
longer possible to keep them under check by
means of the political bayonets. To-day new
weapons are being forged. These people are
to-day entering into monopolies. After all
Britain, France and many of these countries
entering into the E. C. M.—what does it
mean? What a powerful weapon it is in their
hands in order to further beat down the prices
of the producing countries, all those countries
which  are  producing the  primary
commodities? This is the real crux of the
problem. Faced with this, what is it we are
going to do? Has the Mudaliar Committee
anything to do with any of these problems?
No, they cannot think of these problems. For
them it is a question of how to get more
profits. That is all their concern. Today we
cannot be thinking only of that problem.
Certainly if by some incentives we can export
some more, I would be all for it but I am
afraid the past performance is the clearest
indication that these incentives alone wjill not
give you the performance that we want. So it
is from that point of view that this is a
common problem that is facing not only India
but facing the entire underdeveloped
countries, all those countries which are to-day
developing. How we are going to meet this
challenge is the problem. To-day we have to
face much more bitter competition. For
example, in Britain, the figures show that
during the last year a number of textile mills
in Lancashire and Manchester had collapsed.
Their profits have gone down. Many of them
have incurred losses. Therefore the cry is now
put up in Britain: "We will not allow any of
the Indian cloth or cloth from Hongkong and
other countries". They want to protect their
own interests. Therefore we should be able to
meet this challenge and this challenge can
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be met not by India alone, mis cnai-lenge has
to be met by all these underdeveloped
countries coming together and, devising some
ways, for standing up to these imperialist
countries who are fighting their last ditch
battle against the rising tide of national
regeneration in many of the underdeveloped
countries which want to throw off the shackles
of exploitation over them for the last so many
centuries. So, unless all these countries are
able to stand together and evolve some
common policies or fiscal policies, evolve
some other policy, also evolve some terms of
trade as between them, and also evolve some
policy by means of which they will be able to
stand together in the U. N. and the various
other world organisations in order to force the
imperialist countries to change some of their
policies, unless we are able to do this, I am
afraid that by simply nibbling at this problem
we will not be able to solve this question. It is
in that context that I would like to know what
happened in the Cairo conference. After all
when Mr. Morarji Desai had been to Europe
to persuade those countries, America, Britain
and France as well as the other countries to
continue to give us the aid, a report was
placed on the floor of the House. I expect that
when at Cairo all these underdeveloped
countries had met, they had met precisely to
meet this challenge, when they had serious
discussions. It is very unfortunate that our
Indian newspapers did not give much publi-
city to that important conference but
nevertheless, the fact remains that our
Minister had been there and I do not know
what transpired there. I would certainly like to
know what role our Finance Minister played
there. These are important questions and
certainly I would have been happy if our Min-
ister had placed a statement. . .

THE MINISTER ofF INTERNATIONAL.
TRADE IN THE MINISTRY or COMMERCE
AND INDUSTRY (SHRI MANUBHAI SHAH) : |
have placed thi« morning a statement on the
floor of the House.



779 Report of the
Import and

SHRI P. RAMAMURTI: I am sorry-
Therefore I would like the House to
discuss these basic questions which are
confronting our economy to-day and it is
precisely on the basis of meeting this
challenge that we should not under-state
or underrate the seriousness of the
problems facing us. This is a very serious
problem and unless this problem or this
challenge is accepted not only alone by us
but on the basis of the joint co-operation
of all those countries which are similarly
placed like us, unless we are able to do
that, I am afraid we. will not be able to
take up this challenge. Therefore while
discussing this Mudaliar Committee
Report, let us not try to nibble at this
problem. The suggestions made by Mr.
Mudaliar may satisfy Mr. Babubhai
Chinai but unfortunately they are not
going to deliver the country out of the
woods. Therefore let us think of more
fundamental problems. It is from that
point of view that I would ask the
Minister to throw some solution even
during the course of this discussion.

SHRI SURENDRA MOHAN GHOSE
(West Bengal): Madam, before pro-
ceeding to the actual debate, I would like
first of all to mention one thing. When
our friend, Mr. Manubhai Shah, was
appointed Minister for International
Trade, high hopes were raised in the
country because of his efficiency in
dealing with such subjects and also
dealing with them very effectively. But
today I find there is some disappointment.
Some of the points which have been
raised from the opposition by our friend
Shri Ramamurti just now, I consider .to
have more connection with a long-term
solution of the problem than with our
present task of today. Yes, I do agree with
him that all these underdeveloped
countries have common problems nd they
are almost all in the same position and
they will have to come together and take
up this challenge, as far as possible,
jointly. But as I said, these things are of a
long-term nature. What is necessary today
is that we must adopt a realistic approach
to the present problem. My hon.
friend Shri
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Avinashilingam Chettiar made an appeal
for sacrifice and to the patriotism of the
trading community. I agree with him, but
I do not say that they are all unpatriotic or
that they are not prepared to make any
sacrifice. All the same, some of the things
which have just now been brought to our
notice need attention. Cotton, it seems,
was got by the textile people at a rate
fixed low, on condition that they will
export the goods. But actually it was not
utilised for this purpose. If these are real
facts, then the Government must go into
them. Also, it seems licenses were given
for power-looms only for the purpose of
producing and exporting textiles, but it
seems they have not exported their goods
but sold them in the internal markets in
order to make profits. These things also
must be gone into and steps should be
taken so that in future these things may
not occur. All the same, I agree with Shri
Babu-bhai Chinai that nobody can be ex-
pected to go on trading witnout an idea of
making a profit. We have to take a
realistic view of things.

Some of the grievances of exporters
were mentioned, especially those who are
established exporters. One grievance is
that sometimes some export quota is
given to the State Trading Corporation
which they cannot utilise. It is stated that
if a certain portion of it is given to these
exporters also they could utilise the whole
of it and bring in some foreign exchange.
I do not know how far this is correct.
Some items were also mentioned to me
by exporters. For instance, in th, case of
pulses a quota of 20,000 tons was given
to the S.T.C. and they could export only
3,000 tons. If that is the state of things,
then certainly it is our duty to set right
thiags. Most probably the S. T. C, \s not
able to doit. They have not got the
experienced men and so they are not able
to push up these articles in J;he foreign
markets. In such a case, a certain quota
should also be given to the private traders
so that they can push up
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the exports and create a market for our
goods.

The cost of production was referred to.
I myself feel that there is scope for
reducing our cost of production. But that
is also a long-term solution. Today we
cannot immediately do it. We cannot
bring down this cost of production and
taking things as they are today we must
try to find out some method By which our
exports can be boosted up and we can
earn more foreign exchange. Therefore, |
would agree with the MudaV'ar Com-
mittee's Report and with their suggestion
to give more incentives These long-term
solutions with take time and by the time
we are able to do something on those
lines we would be facing an imminent
crisis here. There is the suggestion about
th, reduction in freights. I agree with this
suggestion of the Committee and also
with Mr. Babubhai Chinai when he says
that there is no meaning in our saying on
the one hand that we either export or
perish and on the other hand increasing
the railway freight. We shall have to see
that the commodities that are meant for
export are not affected by this rise in
freight. These are small things, but we
can give our immediate attention to them
so that the export trade also may increase.
At the same time we can also think of
long-term solutions.

These are the few remarks that I
wanted to make at this stage. Thank you.

SHRI RAMGOPAL GUPTA (Uttar
Pradesh): Madam Deputy Chairman, at
the very outset I must say that the
forming of th, Board of Trade with Shri
Manubhai Shah as its Chairman was a
very correct step taken by the
Government. The report of the committee
popularly known as the Mudaliar
Committee has been in our hands for
some time and there is no disputing the
fact that the prime need of the country at
the present moment is to  export more
and toearn more
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foreign exchange to meet our obligations
to society by fulfilling the Third Five Year
Plan targets and also to create the funds to
repay our debts. m In this context, I
wholeheartedly support the
recommendations contained in Chapter IV
under the heading. Export Promotion, in
the Mudaliar Committee's Report. While
the Committee has gone into the problems
of export, I am afraid it has only just
touched the fringes of a vast problem.
Perhaps it has not been possible for the
Committee to go into the very vital factora
that are responsible for lower exports
which have come in the way of our
increasing our exports to the extent
originally anticipated, of Rs. 750 crores a
year from Rs. 650 crores. It is a fact that
an expanding home market has proved a
boom to the manufacturers. But I am
afraid that even the traditional items of our
export like jute and tea, are losing ground
and are facing difficulties. With jute that is
particularly the case, because it has now
been possible for Pakistan to build new
mills and to give better efficiency and
production and that too with a lower
labour cost and so they are able to compete
very favourably with our production.
Similarly with tea, Ceylon and Africa have
developed big production potentialities
and they are able to hamper our exports.
Textiles again form a very important item
of export. Here, Madam, I would say that
all new nations, all the nations that are
getting their freedom, first look to the
textile industry as the first and most
common industry that they want to start in
their country. You will be surprised to
learn that a country like Australia which
never thought of putting up a textile
industry, has now about half a million
spindles and about 5,000 looms and most
of their bagging cloth requirements which
they used to import from our country, are
now met from their own resources.

This is the state of affairs and with the
expanding economy of our country we
will have to face stiff competition.



783 Report 0/ the

Import and

[Shri Ramgopal Gupta.] In this regard,
the incentives that have been promised
and have been given to the industry have
certainly helped to maintain the export of
this vital item. Why is it then that exports
are not expanding? The reason is not far
to seek if we want to find out the facts.
The fact is that in Japan the cost of
production in the textile industry is very
much low as compared to India. Our
labour costs apparently are cheap but the
productivity of labour is so low that we
cannot compete with Japan.

A question has been raised about the
freight rates. These are being increased
every year. On top of everything is the
increase this year of the freight rate which
was of the order of 18 per cent, to 20 per
cent, and this will naturally result in off-
setting the 25 per cent, rebate recom-
mended by the Mudaliar Committee.
Shortage of raw materials has become a
big problem and the industry, as I said
earlier, cannot survive if it is not able to
build up stocks of its raw material
requirements. If it has to depend upon
raw material imports, if it has to look to
the ships coming at the port and the goods
being cleared and railed to the
destinations, then the loss of production
that is entailed in the industry is so huge
that all cost structures of that industry get
upset. I know that without creating a pool
of stocks of raw materials it is not
possible to meet this challenge but to
create that pool we will need foreign
exchange. As such, I would suggest to the
Government the necessity for rational use
of our foreign exchange resources. This is
vitally necessary. I will take the case of
the textile industry. We have been
exporting textile goods worth Rs. 65
crores in the past couple of years on an
average and our imports of cotton account
for about Rs. 40 crores. Now, this high-
priced superior cotton is necessary to
keep those mills running which have sort
of planned their economy on the basis of
that cotton but can I request
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the hon. Minister to go deep into this
matter and see why we cannot import a
bigger bulk for the same amount of
money, of cheaper cotton. If I do not miss
his ears can I remind him that Gandhiji
was able to catch the imagination of the
people with Khaddar? Why is it
necessary now that we must have cloth
worth Rs. 8 or Rs. 10 per yard to cater to
the whims of people who use that type of
cloth? We can certainly utilise that
amount of Rs. 40 crores for importing
cotton which is necessary to be imported
because of the vagaries of the monsoon
resulting in the failure of cotton crops;
otherwise, it is not necessary to import
that high-priced cotton.

Recently, our Commerce and Industry
Ministry has taken a decision to textile
import machinery. As a man from the
industry, I would say that it is
commendable but on the other hand it has
its disadvantages also. Now, ring frames
and cards will be imported but these are
being manufactured in India and there are
four factories manufacturing these
machines. I would suggest to the Minister
that instead of importing machinery he
should permit more liberal import of
those components which would help in
the manufacture of those machines and
force these units to increase their
production to meet the internal needs of
the country. Similarly, I would like to
refer to sanforizing which is a patented
trade name for a process of cloth which
enables a cloth to become shrink-
resisting. I cannot understand why it has
not been possible for our Government to
stop millions of rupees which go out of
India for the utilisation of this patent by
our manufacturers by instructing the
Indian Standards Institute to envolve its
own method of shrink-proofing cloth and
importing machines for which we do not
have to give any royalty. We will save
millions of rupees in foreign exchange.
These are just some suggestions to save
our foreign exchange which I think is
possible to be achieved. As our friend,
Mr. Ramamurti, said, all the



785 Report of ihe

Import and

blame has been put on the textile industry
but I can assure you that we in the industry
have not lacked in our patriotism towards
the country. We have exported and I know
of units which, even when this idea of a
committee was never thought of, were
exporting a certain minimum of their
production just because they felt the need
for foreign exchange earning for the country
and it is futile to say that they are not
patriotic. They might have failed to achieve
their targets but they have done their duty in
at least trying, and trying hard, and
achieving some results. Madam, as I said, it
is not only necessary that we earn more
foreign exchange but it is vitally important
that We make prudent use of our resources
so that we can conserve these to meet our
obligations of j repayment of foreign
exchange debts 'm which our Government
has had to , incur during the last fifteen
years to meet its Plan programmes. These
are just a few suggestions which in the wake
of our present position I have put before the
Minister for his consideration.

I F TR (SATIIT)  HIETOAT
TT qaNfaT &, oW A ¥ iy 9%
T TS F HEAd o R gAr g I &
UFHTE FY ATIT FHET F1 A7 FremifE
EITT IS Ay Rk g & W)
g AW &f FGTET 37 FY AT Y FEY
T 81 9% SEAT FTTE g A
fRam mr F F w9 am s
& Wk Fr A ww wife R @
AR TR e F A @
I AT QHAGTE AT & A It
w7 " AR e frar s afed o
0 706 T qg w1 war fr frae g8
Wq AF T w4 ¥ f7 T § e
IgiT ag T ¥ & gy F
afes  wod FATH w AT 3 ) F oW
AT ¥ ggr A€ @ § AfF 0w aw
H Ad FLAT AEA g, FqTT w0 g
555 RS—8,
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iy Bz iferwrotma w5 @
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THE DEPUTY CHAIRMAN: There are
five more speakers and after that the Minister
would reply. If each »ne would restrict
himself to ten minutes or seven minutes we
can finish Toy 5:30.

SoME HON. MEMBERS: 1t is not possible.

THE DEPUTY CHAIRMAN: A time limit
of two hours has been fixed. Even then I am
extending it by half an hour more.

SHRI ROHIT M. DAVE (Gujarat):
Organised groups have to be given time to
express their point of view.

Suri P. RAMAMURTI: This morning
when we discussed it it was tacitly agreed that
if necessary we would continue for about an
hour tomorrow and if necessary sit through the
lunch hour also.

THE DEPUTY CHAIRMAN: I do not know
about tomorrow but we can .continue for one
hour today. If that is the desire of the House
we can continue till six o'clock.

SHRI DAHYABHAI V. PATEL .(Gujarat):
Madam, while not in the least belittling the
great burden that Shri Manubhai Shah is
shouldering, I must point out some of the
aspects of this subject some of which I had
referred to in my speech on the Appropriation
Bill but to which there -was no reply. In the
first place we have come UP against a
situation of shortages everywhere whether it is
electric supply the shortage of which
inconveniences us so much not only in this
House but where Members of Parliament have
to stay and read. You cannot read your papers.
Yesterday the power failed three times in the
morning and twice at night and so we all sit
out in the lawns of the Western Court and
waste our time. How can work be carried on
whether it is of Parliament or of industry when
we are faced with such shortages? 3s there one
place in the country, an mindustrial town,
wher, there is  no

108 AUG. 1962 ]

Export Policy 790
Committee

shortage of power? This Government took
office 12 years ago and experts were
appointed. A Planning Commission supposed
to be of experts was nominated and they have
been making Plans and crores of rupees are
being spent. The debt of foreign exchange is
mounting high; the burden is mounting every
day but with what result?

Now, it is not only shortage of power
but there is also shortage of raw mate
rial. This country, which was a large
exporting country till a few years ago,
which was the country from which
Britain fed all her industries with raw

material—not only Britain but many
others too—and built up a whole
empire, has become short of raw mate
rials today. What is the reason for
that?  There is something seriously
wrong with the machinery of Govern
ment. Last year [ think, or perhaps
a little earlier, 1 had referred to the
bungling in the matter of export of

cotton. I had referred how the blue-
eyed boys of the Congress were getting
away with all the favours while the

trade was suffering. Is not a similar
thing happening in the matter of our
export trade? This country built up
an export market immediately after
the war. All the countries that were
involved in the war had their
textile industry destroyed

for every obvious reasons, and this country
had a golden opportunity to build up its textile
market. The private enterprise did all it could
to build up that market. And what is the
Government now doing? The Government has
appointed what is called Cotton Export Board
or some, thing.

SHBI  MANUBHAI
Advisory Board.

SHAH:  Cotton

SHRI DAHYABHAI V. PATEL: Not being
in the trade, I am not very familiar but I
referred to some of these things when I spoke
on the Appropriation Bill. I ill refresh my
mind and just tell you what it is.
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AN HonN. MEMBER: Lt is Cotton Wwhat is  happening to the textile industry?

Advisory Board. You have got Controllers— Cotton Controller,

SHRI DAHYABHAI V. PATEL: What does
that Board do? In the first place who
constitutes the Board? The trade is being
slowly squeezed out by influential millowners.
The people who built up this trade are being
squeezed out and the cotton textile export
trade is getting into the hands of a few of the
millowners. The blue-eyed boys are there, of
course. One of them has the mono, poly of
exporting to all the iron curtain countries, not
even the State Trading Corporation. In these
iron curtain countries they do not believe in
free enterprise. They believe that everything
should be done by Government. Our
Government believes both ways when it suits
it. I do not understand why in the matter of
cotton textile exports a monopoly should be
given to one business house for the export of
cloth. What is the State Trading Corporation
doing? What are the large numbers of officers
who are maintained by the S. T. C. doing? Are
they doing their job or not?

PrOF. M. B. LAL (Uttar Pradesh): It is a
serious matter.

SHRI DAHYABHAI V. PATEL: You can
find it if you want. Then, in the matter of
exports to South East Asian countries also the
Government is interfering. There are business
houses that have built up export markets in the
South East Asian countries, right up even to
Australia. They are being squeezed out. Why?
Because the millowners get all these
incentives. They send their men out. The
moment one of the traders has gone and sold
something, the next day the representative of
the mill-owner goes and says: "Look here, we
will give you at this price, at the cost price of
the mill." So, these people who built up this
trade over generations are being squeezed out
of the trade. Are you going to build up your
export market in this way? And

Textile Controller, etc.  And if you stay in
Bombay, you would know how the
millowners treat them, fete them, get round
them. It is but human that when this is
being done to them, they are susceptible to

their influences and their actions are
such. We had the case of the
cotton export control and how it was

enforced for the benefit of the mills and never
for the benefit of the grower of  cotton only a
few years ago. Now, it is the enforcement of
these orders for the benefit of a few exporting
mills and with a view to boosting up our ex-
ports, the Government is giving bounties at the
cost of the tax-payer of the country. It is thirty
per cent, to the mills and it is two per cent, to
the poor merchant who exports. Is this the
way you are going to build up exports? Is this
fair? In addition to that, the mills are allowed
to use their foreign exchange for purchase of
machinery, for getting foreign exchange which
is for modernising their mills, something that
my friends on this side and even Mr. Nanda
opposed for a long time. 1 am not opposed to
the modernisation of the mills, but these
people are able to get round us in the
name of cotton textiles export promotion. |
say this is not a fair way of dealing with this
problem. I hope our friend, the hon. Minister
sitting there, since he has been placed in sole
charge of this responsibility, will look into
the matter and  set things right. I know it
is difficult for him also. = He has also old
associations with the trade and that sort 0*
thing. But I hope that he will act more
firmly in this regard. ~ Anybody who does not
behave, who does not do what is expected
of him, is not doing a service to the country.
He is doing a disservice. =~ What is the use of
asking the small man to be ready for
sacrifices and to tighten his belt when these
people who can very well afford get away with
these things? I under, stand that at present
some enquiry is going on about cloth prices in
Bom-
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bay. The millowners first d*“mandec an SHrRl  DAHYABHAI V. PATEL:

increase and because  there was such a cry
in this country about th« prices of cloth,
Government' instituted the stamping of prices.
That i? the approved price by the  Govern,

ment. Today the offtake of cloth is smaller
than the demand. So, the stamping of]
prices is  acting as  a cushion to help

these people to sell al a higher price. If this
control and stamping were removed  today,
the prices of textiles would fall by ten per
cent, immediately, perhaps more. I have with
me a report from a paper which says that
cotton prices have started falling by 10J per
cent. In spite of this, the prices are
being stamped on them.  If the price is not
stamped, it would fall still further. How
does this happen?

We are told that Indian cloth is dearer in the
foreign market and, therefore, we are not able
to sell. \How many crores are the Government
spending on this export promotion scheme and
with what results? Our exports have fallen to
one-fourth of what they were about ten years
ago when this export promotion scheme was
started and so many high-salaried Government
officers went touring round the whole world.
How wonder. fully did they do it? I referred to
it when I spoke last time. There was a
delegation sent to Africa to build up textile
exports to African countries. Where did the
delegation go? Where did they wind up their
meeting? Neither in Bombay, nor in Calcutta,
nor in Nairobi. They wound up their meeting
in Paris. That is how export promotion is going
on. Is Mr. Manubhai Shah aware of this? I do
not know whether this Paris meeting took
place in his regime or somebody else's regime.
These are matters to which Mr. Manubhai
Shah should apply his mind.

SHRI AKBAR ALI KHAN: You have to
answer this Paris business.

Then, certain mills are allowed quotas for
export and if they do not export, they ~ have
to pay a  penalty. How is it that
they are ableto pay the penalty
and  give the export quota to another mill?
It is because both of them make more profit.
The man who does not export makes more
profitin this country. The man who has got
cloth which he can export makes a better profit
outside and earns all the incentives that Mr.

Manubhai Shah is willing to give. I am not
against  these  incentive schemes. I am
not for preventing the millowners from

making legitimate profits. But I am surely
against this policy of the Government, of
trying to reduce or eliminate the trader who has
built up this trade over so many years. Look
at the constitution of the Council. How
many are millowners and how many traders?
And all this is done under the very nose of
the Government, if you please the repre-
sentative of the Government, the Textile
Commissioner.  Of  course, the Textile
Commissioner is such a busy man that
sometimes he sends his underling to the
meeting. I do not know whether the
underling reports what happens to the Textile
Commissioner  and whether those
reports reach as far as Delhi or whether any-
body takes the trouble of reading them.
But I suggest to Mr. Manubhai Shah that he
should look into  all thesp and cleanse the
Augean stables. [t should be done if our export
trade is to prosper.

There is also the other aspect of ?xport
trade that I may refer to. How s it that this
country which has the wtential power of
becoming an exporting country is failing to
do so? [ dare say that Mr. Shah is not
responsible but it is failing because of the
policies and because of wrong banning. What
is called planning? [t is just thinking in the
air. An deology which has never worked or
succeeded anywhere is being tried to t>e
worked here  at our expense, at
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[Shri Dahyabhai V. Patel.] our cost. The
poor taxpayer of this country is being
squeezed to pay for these ideologies which are
most unpractical. Even the so-called socialist
countries of Europe have today given up these
funny ideologies because what works is what
gives better production. What gives better
production is the thing that we need. Are the
policies of the Government producing better
production? Efficiency of everything is going
down, whether you think of your railway
trains, whether you think of the cleanliness of
your railway stations, whether you think of the
efficiency of the Secretariat of your Govern-
ment, everywhere efficiency is going down.

SHRIBABUBHAI CHINALI,
Parliament.

SHrRI DAHYABHAI V.
Certainly in Parliament if he wantsit. Why
is efficiency  going down? Because the
Congress Party in a race to secure the
votes of a certain section of the people went on
placating, placating and placating till there was

Also in

PATEL:

no end to it. Rules of discipline have been
slackened everywhere. That is  the
main reason. Mr. Nanda started this. H,
planned his electi'on one after another

for so many terms. That is what he planned, he
did not plan  fo, the = country. Anybody who
planned for the country would never have
done  this. Anybody with right thinking
would stop this inefficiency immediately.
This is planning to secure the vote, to remain
there permanently.  There must be a stop put

to this.  Inefficiency must be dealt with
severely. Punishment should be made
easy. For wilful negligence  punishment
should be made easy if you want to

improve efficiency. If you do not do that, you
see the way we are going everyday, and there is
going to be no end to it if we go on in the same
way.

SHRI ROHIT M. DAVE (Gujarat): Madam,
the Report that we are considering today is
very important for
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the health of our economy and for the progress
that we have to make and which we all wish
that the country should make in the shortest
possible time. The Chapter ton "Summary of
Conclusions and Recommendations" begins
with this revealing sentence:

"The Third Plan starts with a legacy of
valuable past experience of large-scale
planning, as well as with depleted exchange
reserves, a sizeable foreign debt, with
virtually no net 'invisible' over-sea income,
and a yawning gap in Dbalance of.
payments".

If one were to consider the importance of the
balance of payments position, in the
development of our economy and if one were
to read this first sentence in the
recommendations of the Ramaswamy Mudaliar
Committee Report, one would have expected
this Committee to analyse the past experience
to find out what were the reasons for the
development of this situation, and to suggest
ways and means for improving the conditions. I
am sorry to say that this Committee has failed
to apply its mind to the basic reasons as to why
this situation has arisen today. It is now' quite
clear that the situation which we are facing
today and which is the concern of everyone is
due to faulty planning, and unless these defects
in our planning are properly analysed and
solutions for these defects are found, it will not
be possible for us to deal with the situation
comprehensively.

The main defect of our planning was that we
concentrated our entire attention on the
building up of installed capacity. Our fiscal

policy, our econ'omic policy, our policy with
regard to licensing, etc., etc., were all directed
towards increasing and increasing still more
the installed capacity in the country. Now I ana
all for increasing the installed capacity to the
best of our ability. But it was expected of the
planners that our ability ought to have been
taken into consideration and there
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ougnt to nave oeen some Balancing between
the installed capacity on the one hand and the
provision for feeding that installed capacity
for production on the other. We have now
suddenly awakened to the fact that while there
is installed capacity in the country, we have
not got the matching feeding capacity which is
necessary to keep this installed capacity in
production. The Committee knows this fact.
The Committee knows this fact and enters into
theoretical distinctions of what is the installed
capacity, what is the licensed capacity, what is
the effective capacity, and so on, and then
says that figures are not available to find out
what is the wunutilised capacity in our
economy. All this may be so, but the fact
remains that a laTge part of our installed
capacity is today remaining idle because of
the fact that we ar, not able to find the foreign
exchange in order to feed this installed
capacity so that production may take place.

[8 AUG

Now it is argued at times that this installed
capacity was necessary firstly because we
wanted to reach the self-propelling stage as
early as possible, and secondly because we
wanted this installed capacity for various
industries in excess of bur need because
competition is necessary, and that that
competition can take place only if there is
more installed capacity than the demand in the
country. This over-emphasis on competition
which has resulted in the installed capacity in
our economy being in excess of what we
could have afforded and what we even needed
hag given rise to the crisis which we are facing
today. Madam, I am all for competition and I
believe that it is only through competition that
efficiency could be maintained. But if we are
not in a position to afford th. type of
competition, we have to find other means to
enforcing efficiency and have to forego this
luxury of competition in order to see that
efficiency continues.
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Another great defect in our planning was
that we did not pay enough attention to the
question whether it will be possible for us to
find out the indigenous material in order to
keep our installed capacity going, especially as
far as the export industries are concerned, or
even to analyse carefully whether the
industrial raw material that we might be able
to produce in the country will be at world
competitive rates. The result is that today we
have installed capacity in order to produce
industrial raw materials which are necessary
for our export trade, and at the same time
these industrial raw materials are so costly in
comparison with the prices of the same raw
materials which we can import from outside
that it becomes very difficult for us to remain
in competition with the international market. |
will give only one example, and that is
regarding carbon black. We find that attempts
are being made and licences have been issued
t'o manufacture carbon black in this country,
but from information available I find that the
carbon black which will be sold in our country
will have the same price which will be
charged to our industrialists by the foreign
exporters after paying for insurance, freight,
interest, etc., which is necessary in order to
bring that carbon black in this country. If this
is the position, if the imported carbon black is
sold at the same price as the indigenous
product in this country—and even the price of
the indigenous product may be slightly
higher—then certainly a case arises for
analysing as to whether we should license the
manufacture of carbon black in this country
and whether we are expecting anything as a
result of creating this capacity in this country.

We are now fold that some concessions
might be given, some incentives might be
given in order to see that it is more
advantageous for our exporters to use
indigenous material rather than use imported
material, and thereby the money which
would be utilised for other
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[Shri Rohit M. Dave.] purposes may be
utilised for subsidising this utilisation of
indigenous material in this country. Examples
after examples of this type could he given.

I would also like to draw attention to the
third defect in our planning. It is that we allow
the import of commodities which are already
produced in this country again with a view to
having some sort 'of competition. There are a
number of chemical industries and
engineering goods industries in this country
which are complaining that the goods that they
are producing in this country are not sold in
our market because there are imported goods
which are sold at cheaper rates and therefore
they find it very difficult to sell their own pro-
ducts over here. Again, we have an installed
capacity, again we have got production and
the production is lying idle. The installed
capacity remains unutilised and at the same
time we are wasting foreign exchange in
importing goods which are already available
in this country. In this way, there is a lot of
faulty planning and unless this faulty planning
is looked into and appropriate measures are
taken to see that utmost economy is made in
importing the articles from abroad .

SHRI MANUBHAI SHAH: May I interrupt
him? Is the hon. Member saying that
engineering products are being allowed to be
imported even though they are the
manufacturing items in this country?

SHRI ROHIT M. DAVE: Well, I cannot say
it off-hand, but I have read a number of
speeches. I am drawing your attention tJo it
because I have read a number of speeches of
the chairmen of the various companies
wherein they have complained that they are
not in a position to sell their goods over here
at least in regard to chemical industries and
perhaps also in regard to engineering goods
industries. I will write to you about it. 1
am quite positive that
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the chairmen at least complained that tneir
goods .

SHRI MANUBHAI SHAH; The hon.
Member has gone from engineering goods
industry to chemical industry. That must be
about hydro-sulphate. The gentlemen started
crying within 15 dajs of production. The
country was suffering from a shortage and
they banned it, and the price went up to 300
per cent.

SHRI ROHIT M. DAVE: I am not referring
to hydro-sulphate at all. I am referring to some
other chemical. I am not either referring to
sulphate of soda. I am referring to some of the
plastic material in which chemicals are being
used, about which the chairmen of the various
companies have complained that their
products have remained unsold because of the
fact that there was competition from abroad. I
will write to you about it because I am quite
positive that I have read those things. Maybe
the chairmen themselves have misled the
country. That I do not know but I am only
talking of the speeches that I have read.

Therefore, this faulty planning has to be put
right.

Secondly, there is the question of export
promotion. As far as export promotion is
concerned, there is overemphasis in this
Committee's Report on some of the incentives
to be given to the industrialists and to the mer-
cantile community in order to promote
exports. But there is not enough attention
given to other aspects which are necessary for
export promotion. We have heard a lot about
the cost of production and we have been told
that unless the cost tof production is brought
down, it will not be possible for us to
withstand the competition in the international
market. One of the important items of this cost
of production is labour productivity, and as far
as labour productivity is concerned, we have
got the authority of the Union Labour
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Minister that with the co-operation 01 labour,
it would be possible for us to reduce the cost,
and again we jhave got authority to say that so
far a” the industrialists and even the public
sector undertakings are concerned, they have
done nothing in order to get the co-operation
of the industrial labour in the task of
increasing productivity without, of course,
increasing any work burden on the kers as
such. Here again, the Committee is absolutely
silent regarding the incentives that are to be
given to the workers in order that they might
be able to increase their productivity and
thereby the cost may be brought down, and it
may be possible for us to withstand com-
petition in foreign markets.

Similar® the Committee hag noted the fact that
the  attraction of the internal market is so
great that our industrialists are not in a
position to promote exports and as long as that
situation persists, it may not be possible for us
to export more and more commodities.  And
yet we find that there is absolutely no
suggestion or recommendation in the Report
regarding how this attraction of the internal
market could be reduced and thereby expo:ts
could be promoted. Here again, there is
a case where unless they are able to control
the prices in the internal market, unless they
are able to see that the demand in the internal
market is controlled, it will not be possible
for us to promote expo

rts whatever we might do. The little
concessions here and there are being utilised
only by those industrialists who are already
finding it profitable to export, and there is
an extra incentive being given to them. I do
not find from the figures that are available
so far that the incentives that they are being
given have resulted in any further export pro-
motion of the products which were not
being exported so far but which have now
become exportable because of the incentives
that are being given, and as long as the
incentives do not prove their efficacy and
promote an Increasing  export, I think it
would
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be very unwise to go on. extending more and
more incentives to the business and industrial
community so that they get more and more
profits out of the exports they are already
going to make or are already making at the
present time.

Therefore, Madam, what I suggest i that
this Committee's Report merely touches the
fringe of the problems, problems which are
only marginal in character. So long as we do
not go into the basic defects which have been
noticed as a result of the working of our Plan,
it will not be possible for ug to deal with the
foreign exchange problem which is so vital
and (0 necessary to be dealt with at the
earliest possible time.

THE DEPUTY CHAIRMAN: There are
three more speakers and the Minister will
reply at 5-30 p.M. Mr. Chordia, you will know
how to divide the time. There are three more
speakers.

st fans e aRrEEY |iefeo
(Rew s2w ) Rww a ag ez &
a1 gafad 78 Tg wfies ww fawa
@ owfy . L

THEDEPUTY CHAIRMAN:
mover took only twenty minutes.

The

SHRI V. M. CHORDIA: I shall take only
fifteen minutes.

THE DEPUTY CHAIRMAN: Yes. SHRI

V.M. CHORDIA: Thank vou

ARAT TR WgEan, 6t gera
fa=r & fod s & 37 oy 2o & fay
WO WEANF £ | WrA ZH fAEE
waT #1  wanfas, srEmwar 2, oow
¥ IETC T wT @A | F B
Fed¥e % amar mar 2 e 2% 7 g
o grer & fAd wule FTT WY
@1 FaEsft 2T * Sy o5 oty
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[ fewreramr e ATt 917F% 1]
qqd T AT F AT 4w gHIA
THAGTE f300—f%o0 T WO
gfs a9 & feomr o 919 @ 7 I3
AT qF AT M AL AA HIAT |

o W fafrgn e  aw A @
ff P & T P HEE AT
fRafa &1 &1 49w 2 a€ agy @A
t—waTT A W e § Faw g fw
IAEFT AZT AT HEA e——HWT IHE
feem@ & @ 917 #/EWT § FATE W
R Fher &7 51 397 & 3997 F@T g
o s ot & aEEy | wE
oY FUS o 7T AT T & | F740
STET WA g QT & WEfaa |
U TR 1 aroEr feafa ®oug
qugr fem s fE ag @l qTEI
ANTEE g1 FTh A1 F1 I sqaeqr
&% &7 W TG TN T AGT w4 )
FeR ¥, WO & OFT P EWIT
AT ST FT WG AGT TG FAT, FA
oY FFHA, g0 AT AFW, FUC FAA AT
W ¥ AT gARAT g gr St g, ar
T TG A TGN E | W g S
Y 8, T0F A& F & o AT TETT R |
qrst T & qudi greed g1
# 9% & gua wwE! ¥ wfaw 99
#T IT40T w7 fAqT, FHET WA wWE
T F & A1 wow T g 9w ged
IENT HT fAgT | g WA ST e
¥ &7 & W |1, 8 9N FL ST 6T
fere et Y HETC & AR I AR ATt
w1 feafa # g1 FHET FEETT ATHL
o @wr & faar fie guat G §ifor,
TR WA Jraw O FATE | T
e FTon 7 ¢ fe @ St drang
T § &Y, § 0T fedfEea &4 fF
W wux I &y offeafaat & s
FAHT T AATYE, T TAT Jh A IAHT
i fordEd@ gt §HE T
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T 3 | TR WAL T FATT HORT A
WH AT H quw o4 AnfEd fFoew
I8 WA A | g8 FarEerd g
FAT TIET FT &7 T4 F T007 Tl
g q%MT § 6 gF W @ oW
FAATAE FEAT &, ITHH AT AT W97
qEEW W | AfFA W W
TG LW EF AT FY § F9T A0 H7
fa €1 wamer 7 go st S gremm
FEET AAEAT 8, IAH FW AT AT
B F ) a1 & fA somT daraAt g
g f& o8 g quadiy dwen § ST
o AfeF e W OWE wE T
g van foq st s faan wm
T WA §1 W 8, WU W9
AT TRNTE W1 SNIE dae § IHwt
TET g7 TaT AT & wowT e
faer &t e adf dreer )

TET THET & g TG qAE
x4 41 T a AT AT T
ww fmd | F oegare T W g,
WAt wEea Wt fF St qfr sy
et v &1 e 8 59 agivaa
gt & M7 aga 47 a9 w@ 4 W
WIS | W ATe & ag fraww g fw
Fg AW oar § faa a1 § frg 59
Brw & ferm €t T

AT WETT 7wl F uH
FrgafaT feen A w91 396 qeaie
F1 fror e &, o a1? # I 379
aTAT & | T T ¢ fr 918 & fifme
# faq, @ = oifseft & feemr &,
qg AMHAT AZA HTAGTAT (98 g1 qHGT
2, w7 afar T 1 ST AT e
& 9Hy (REE § UANE ATEHR &1 94T
H wq A TE T g | e et
oTEHl §1 OF 91 ¥ {99 wgda Wy Q@
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ot gad o7 8% & f7 9 wdm amw
o fewT W WY g wEE A
foe ewE SETED JE W1 EEIET
TRAIT T TS T AT AL G AT
F 7L & | UIGE FHET T AT FHEL
darE o, A4 aamn 5 ogw wwT #
f& wwi # Z F G TG TEET
fvam F%, 99 TOGeT ¥ WM 97
HOA § FHT &1 FHT AT | ZHIET
ORI 7 39 WIAFIT & W9 29 A
¥ famr | 4 AT & A qWH BE
A WA | Zere agl fora gt A g
argdy w1 w9 fFAT o T &, Swd
Hliaeq AqTae TET AT qOAT | AR
fargare € % =o 9% F1 wfawre
FOHTT WA Z1q A A, @ 4 fo
AT W ST HIET FAT T | WY
iy w7 4if9d f5 o =9
waT # gAAT SiEerT FHr g6 | AR
J o1 For Bde gHa AT 7 fan § SR
d agwa 7 W7 FAE AR T AT
TEAT AT | wiaiwEeT ww F7 5T
fF gu dardr fmaffoa 5401 o w9%
HETT U7 FEWET FO

3T A¥Z BT THeE ALSTHE F ATC 7
faazs g 1% ATy @7FT &1 AT g
far FuTeT &g AT WA fARe w0 A g
AT 7 4 {57 a7 gl g vEEIE
grar g, fw avwg & arfag gmommy
AT | FH ST TA HOE @A AES
& ot 9| oY TEAT 9Tl ) T AR
F1 #E a1q Fuer o1 fae ¥ wF T )

UFATIE TENE F ATT /AT TRl
fzg &, Fagaiew & Tegied & a1 §
Zare fqa 7 T FT6r w490 47 1 IEE
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aa, TG W A, W UwE
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T G FE W T CFAE T |
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g1 gon & Ao geer faRer war
T 9AT T FEIT g, T A T
9 foe dfemgar g = dw #
"qAU W W W W g W oy
q97 Tga If9 FraaEdr ad o g
g guFg & A @A | TA W
am 97 faur #%F @ offesfr =7
AT IFA I FITE FL )

SHRI K. SANTHANAM (Madras): Madam
Deputy Chairman, while I agree that most of
the procedural and organisational
recommendations of the Mudaliar Committee
ought to be accepted and implemented, that
Committee has ignored certain fundamental
and basic pfoblems connected with this exp6rf
and import problem. We are not concerned
with the total quantum of either exports or
imports but our main concern is the gap. If we
had no gap and an increasing gap, then there
would be no problem at all. I am not
particularly concerned that we should go on
exporting a lot but unfortunately we have been
brought to a position in which our imports are
greater than our exports by an order of nearly
Rs. 400 crores. Therefore our main issue is
how to reduce the gap. It can be done by
increasing the exports and also decreasing the
imports. Most of the speakers concentrated on
increasing exports which I do agree is a most
important problem and which I am sure will
get the greatest possible attention from the
Minister for External Trade. But the other pro-
blem is no les, important. If the gap in our
external trade is due only to the capital
imporfs which are supported by foreign aid,
then we would not worry but a large part of
this gap is made up of maintenance imports,
imports for raw materials and spare parts. It is
here that I think we have made a great
mistake. The Planning Commission has
licensed too many industries which depend
upon the import of raw materials and inter-
mediary goods from foreign countries. Take
for instance rayon. There was
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necessity for the people of India to put on
rayon goods. We could have taken time to
prepare the pulp for which there are enormous
amounts of raw materials. After the pulp
industry had been established, the rayon
industry could have been licensed, but many
rayon factories had been established which
Tiave to depend on foreign imports. Similarly
take the motor car. I wonder if the total cost in
foreign exchange of the import of parts and
other materials for motor cars has not equalled
or even exceeded the total value of the motor
cars if we had imported the cars. We have
established 6 units, the total of which is less
than is necessary for economic production in
one unit in #ny foreign country. A couple of
100,000 vehicles is considered to be a small
motor car unit but all our units put together
produce only 60,000. So six units have been
licensed which require in the form of raw
materials, spare parts actually, so much
foreign exchange that it would have been
much more economical for us to have bought
the car, themselves from other countries

SHRI RAJENDRA PRATAP SINHA
(Bihar): I beg to differ. .You do not want the
car industry and you think that it is much
better to import the cars. 1 beg to differ.

SHRI K. SANTHANAM: I want the motor
car industry to be established when we have
built the basic industries—machine-tools and
the necessary steel and other things—when
we have produced them. If instead of the
motor car industry, we had established the
fertiliser industry, then our export capacity
would have increased as well as the internal
production would have increased
tremendously. I am afraid I have not the time,
otherwise I would go into the argument
arithmetically.

SHRI RAJENDRA PRATAP SINHA: If
you import equal value of cars, you do not
save. You cannot do without cars or trucks.

imports as much of raw material and spare
parts as is the cost of a standard car imported
and the people have to pay twice as much. That
is the economy of the motor car. Therefore
there must be a radical change of policy. There
should be no licensing of any industry which
requires  imported raw  material and
intermediary goods. Of course even if it is not
possible to have 100 per cent, swadeshi, I say
that not more than 10 per cent, of the
production should be imported. That restriction
should be imposed. Similarly also in >the
existing industries, those which use imported
materials should be exported. Take cotton.
There should be no internal consumption of
any cloth made of imported cotton. All those
units must be compulsorily made to export or
close down. We can be content with the stuff
made of our cotton. Why do you want cloth of
100 or 150 or 200 counts? Our people can exist
on 40 and 50 counts. In this manner every
industry should be scanned and all possible
intermediary materials should be either locally
manufactured or a time-limit should be
imposed so that those industries will be told:
"Either you make those raw materials here or
you will have to close down." In this
connection I wish to draw the attention to a
recommendation of this Committee:

"It is also necessary to study more
closely the question of substitution of
imported materials in its widest connotation
and to see to what extent and in what
manner indigenous products can effectively
replace the imported stores; how they can
be commercially developed and used.
Whichever may be the agency responsible
for this task, the assistance of institutes like
the National Laboratories could well be
enlisted in solving some of the technical
problems."

I would go further and say that this should
be made a more or less mandatory thing. A
time-limit should
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be fixed for each industry to produce raw
materials and intermediary parts in this
country unless of course it is a case of mineral
which is not available in the country at all.

Then many have jpoken about the high cost
of production. I do not want to repeat many of
the arguments but I am wondering whether the
basic cause of this high cost of production is
not the heavy internal depreciation (f the rupee
while its external value has been kept up
higher than it should be. Overvaluing of the
rupee is one of the fundamental reasons why
we are not able to export. If we take the com-
parative prices of 1939 and 1962 of the various
countries and the relative exchange values, we
find that the rupee has been depreciated inter-
nally to a greater extent while its external
value has been kept up at a higher level and
this has caused over-valuation of the rupee and
so unless we are able to reduce the labour
costs, unless we are able to reduce the entire
price level, this will continue to be one of the
deterrent factors f°° export promotion. 1 sug-
gest to the Minister and the Finance Minister
that they should consult the experts of the
International Monetary Fund to fino! out
whether the external value of the rupee is in
consonance with the economic conditions of
this country and the cost of production of the
various goods. Otherwise we should take
courage and bring the external value of the
rupee in conformity with its internal value in
relation to the cost of production of eour
goods.

Next. I would say that I dislike this idea of
exporters being given the sole charge of
importing. This will create a vested interest.
The exporters will all import goods and there
will be no inducement to them to go in for
local materials as substitutes. For them the
importing of foreign goods and parts will be
so profitable that they *will not like to change.
Therefore, if
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import is to be allowed, it should not b,
allowed to any individual importers. Let all
the mills, for instance, come together and set
up a corporation or some other common body
and let that body import things and supply
them to the mills and (0 on. No millowner, no
planter, should be given a separate licence to
import things for himself. It should not
become a vested interest for him.

So far as tax incentives are concerned, well,
these tax incentives have to be paid for by the
people in some other way. Why not then
create the incentive by increasing the excise
duty and giving a rebate? There should not be
any tax incentive, but on all exported
commodities there should be a fair margin
between the internal and the external prices
which will be covered by the e*‘ise duty and
the sales-tax. This has been done in the case of
tea. It has been done in the case of tobacco. |
do not mind if these excise duties are
increased. But to give it in the form of tax
exemption is only favouring the more
fortunate exporters. The man who makes pro-
fit will get more profit and the man who is not
able to make a profit from the export, will not
get any incentive. Therefore, that is not good.
Let there be a difference in the price level and
let our people be able to xport goods at a
lower cost than they are able to sell here. That
is the case in Britain also. There the prevailing
purchase tax is so heavy that it is worthwhile
for a manufacturer of a car in Britain to export
it than to sell it locally. That is the procedure
most favourable to our condition here.

The State Trading Corporation has had a
good chit from this Committee. I, however,
think that its work should be more
functionalised. We should have more State
Trading Corporations concentrating on the
export and import of particular goods.
Otherwise if they have too many things, then
thev make a loss in certain items and make it
up by a levy on, say, cement. That tends to be
very unbusinesslike.
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State Trading Corporations which will have a chance.
specialise on particular goods and then they
will be able to show that they can trade as SHRI MANUBHAI SHAH: Madam.
profitably as any private undertaking, on | Deputy Chairman, the discussion on this

particular commodities.

THE DEPUTY CHAIRMAN: Please wind
up.

SHRI K. SANTHANAM: Qn, point more
and I finish. I do not want to take more time.

We must develop our trade with Africa.
Africa is a new country and a growing country
and the trade with Africa has to be developed
with long-term credits. Just as the U.S.A. gives
us credit for its exports, we should give credit
for the trade with Africa. Of course, it would
not help an immediate solution of the foreign
exchange problem But we will be building up
foreign exchange for the future and that will
come in very well after, say five or ten years.
Also there will be an established market for
our industries. If we lose this opportunity for
developing Africa, as a market, we may find
that after ten or fifteen years others have taken
up the position and we shall not be able to
build it up. Therefore, I do suggest that some
kind of export credit corporation or other
agency should be set up in the Department of
International Trade which will give 5 or 10 or
15 years long-term credit for exports,
especially of engineering goods. I say this
because it is only Africa which can take up our
manufactures. They are in such great need for
such goods and we will be able to export
machines, engineering goods and other
manufactures to Africa.

With these few words, I generally support
the Report of this Committee.

SHRI MANUBHAI SHAH: Madam Deputy
Chairman,

SHRI DAHYABHAI V. PATEL: May I ask
one or two questions for a little clarification?

Report this afternoon gives us a; very good
opportunity.  As a matter of fact, if the hon.
the mover of this motion and the hon.
Member Shri Chordia had not brought
in  this motion. I myself was thinking, on be-
half of the Government, to bring up this
subject before the House.  This, as the whole
House and the  country knows, is the most

important  and single task before the country,
namely export
promotion. Whatever slogan one may

use, today this is the most emergent task, both
from the short-term and the long-term
points of view. 1 will ot take up much
time by referring to statistics which were
elaborately mentioned here and which are a
part of the national Flan. Suffice it to say
merely that when one bears in mind the
target of Rs. 1,500 crores of export per year
by the end of the Fourth Plan, one can size up
the magnitude of the efforts required for such a
big export promotion. I am not one of
those who believe that we have come to the
end of our tether, or who takes anything lying
down in a spirit of disappointment " defeatism.
The very fact that stagnation is still stalking us,
that the break-through from the present inert
position is found very difficult, only poses
a greater challenge to the people of this
country, that export promotion has to be fought
on all fronts and by all the people concerned.
Therefore. Madam, when this Report was
published, the most important and single
paragraph that really cheered me was on page
25 where they mention the eXDort climate. If
this Report is more than a normal report, to
my mind, it is because of this paragraph where
the Mudaliar Committee  has pointed to the
task, the high task of export promotion.
They have said:

"The high task of export promotion as
envisaged in the Plans w511 demand the
willing and  enthusias-
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tic effort of the whole nation™ It will be
impossible of achievement, unless the
requisite export climate ts created, which
should embrace every sector of the
economy— the peasant and the proprietor,
the merchant and the manufacturer, large
and small, the private and the public sector,
the various departments of Government at
the Centre as well as the State
Governments."

'

I feel that this is a message not only of this
Report but of our times and if we default in
taking care of this major recommendation
which has been repeated from numerous plat-
forms and by so many leaders in this country,
we shall have defaulted in one of the most
important national obligations. Therefore, as
far as this Report is concerned, unlike one
hon. Member who has said that the Gov-
ernment has not considered this Report and
unlike Shri Ramamurti who said that this
Report has no value because it is written by
some businessman, I can say that as far as the
Government is concerned, we wholly adopt
this Report. I have earlier placed a Statement
before the House. All the recommendations
on procedures as far as imports are concerned,
are accepted. On the export fiont, we have
accepted many of the recommendations. Most
of them have been implemented and a few are
yiet to be implemented. I will not g0 into the
details here. I will not deride the Report only
because it has laid more emphasis on
incentive than on patriotism. It has laid
emphasis oh detailed incentives to create the
Necessary climate and I will not derJde it on
that account. Incentive is am integral part of
any export promotion. I have called from
platforms for patriotism and for discharging
this national task of export and I have also all
the time been telling friends in business here
and elsewhere, that exports have got to be
pushed up and that there is no substitute for
patriotism. I do appreciate and realise that
without this leaven in internatio-555 RSD—
9
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nal trade, nobody can be expected to export
for all time. As I said in the other House, an
army cannot march on a hungry stomach and
we in the Government have to provide the
necessary incentive and all our measures and
efforts to promote export have been designed
to provide that incentive. Where I have a
slight difference with my friend, Mr.
Babubhai Chinai—and I agree with Mr. T. S.
Avinashilingam Chettiar—is that it is the
determination and will of the people of this
country which alone will make exports
possible. Neither the incentives, nor the
profits, nor any types of props that the
Government can formulate or the business
community can conjure up or the demands
that you can always prefer before the
Government and the people will make any
exports possible. It is the will of the people,
the determination of the people that here and
now we shall do it, that has made Japan great,
that has made Germany so great, that has
made the United Kingdom so great. I was
there for four years during the war, just after
the war. People were denied the sugar; people
denied themselves the cheese, the eggs, the
cloth, they gave up everything. All the Austin
cars that were being produced in the United
Kingdom were sent away for exports and all
the old cars, junks, were used by the people of
that country. That is the appeal and I want to
make to the people in the Federation, the
people in the business, the people in the
industrial world of this country; here is a
nation which has given you a sheltered market
and here are the profits. As Mr. Ramamurti
very rightly pointed out, enormous profits are
being made by the business people. And if 1
say or the Government or the people of the
country call upon them to share a little of that
profit for the losing business of exports, that is
not much of a demand that we are making and
that is the message that I would like this coun-
try and this House to digest—create a proper
climate by which alone exports shall be
possible. I have not lost any hope at all. I am
quite hopeful. Even if it takes six
months
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years to create the requisite climate and dyna-
mism in the economy of the country, there is
no reason to feel alarmed or discouraged or
disappointed. We shall make the business
good; we shall see that the Third Plan targets
are fully fulfilled and that Fourth Plan targets
are not denied to the people of this country.

If 1 analyse this export promotion task as
adumbrated by the Mudaliar Committee, there
are five parts of an export promotion activity.
First is the cost of production. It is true that we
are a high-cost country and as I had occasion
to say in the past, we are not the only
exception in this. Every country in the
developing stage of its economy was a high-
cost country. I am yet to know of any single
country in the world which, v/hen it was
passing through the pangs of development,
when there was the inertia of the ages, when
modern skill and technology was absent, had
to revive, resuscitate and bring that up, did not
have this problem. This was the condition
everywhere. Whether it was Japan, whether it
was Germany, whether it was the U.K. or the
United States, if the history of the last 50 years
is read, every one of them was a relatively
high-cost country. We are therefore passing
through that phase. This is not a thing which
requires us to beat our breasts and weep and
say, we did this wrong or that wrong; this un-
utilised capacity is there or more licensing has
taken place or we have more industries than
what we want and so on. The industries that
are there are what we want. The economic
programme of the nation is there. One knows
so much food has to be produced, so much
more fertiliser has to be produced, so much
oil-seeds have to be produced, cotton ha, to be
produced, multipurpose dams have to be built,
so many schools and colleges have to be built.
From where will the people
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of this country get the wherewithal for all
these? Therefore it is not the fallacy of the
programme but we have come to the
crossroads of economic history where every
nation comes. We have laid the base of
economic development sound and strong.
Industrialisation is on the march. In the First
and Second Plans we have built up heavy
industries, engineering industries, capital
goods industries and if you see the progress of
the last two years it will gladden anybody's
heart. There is not a single engineering,
chemical or other industrial product which
qualitatively speaking, is not produced now in
India with the efforts of our own people, with
the precision of quality that any country can
demand from its nation, from its sons and
daughters. That is what we are producing but
the question is this. We come to such a
position when imports must increase. If
anybody says that by reducing imports I shall
manage my balance of payment it is all right
for a little while. What Mr. Santhanam was
saying is true for six months or a year but if
anybody wants to build up the economy of this
country by cutting down drastically the im-
ports, if he thinks that he can build up the
economy of the country that way, I think there
is a fallacy in the whole argument. You have
to import higher forms of technological instru-
ments, instruments ot production, bigger and
bigger machines from foreign countries in
order to develop higher and higher
productivity and to promote greater and
greater sense of mechanisation with wider and
wider spread programmes of industrialisation.
Therefore we have a built-in programme of
increasing imports of essential items for
development purposes. Take away all non-
essentials, low priority useless consumer
goods whichever you can afford to do without,
certainly cut them out but you will have to
work for a little higher and higher built-in
programme of imports and that can only be
met by greater earnings. Even foreign assis-
tance cannot replace the efforts for export
promotion. Export promotion is an undiluted
absolute effort which the
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nation will have to put in. Whatever other
discipline you might bring in, ismport control
or foreign assistance or this assistance or that
assistance, nothing can replace the positive
effort of export promotion. Therefore this
matter of cost of production is vital.

We are here going to appoint very shortly a
full-time committee of two experts, a full-time
Chairman of very wide experience for
investigating; and examining confidentially
the cost structure of all the basic agricultural
products, of industrial products, particularly
those which are prominent in export trade,
like oilseeds, cojtton, cotton textiles, sugar
and some of the other basic products which
play a great part in our export trade. We are
going to select them and analyse them to what
extent the lower productivity of our country is
responsible for that, where the management
defaults, which are the Government policies
which require reorientation or modification,
what are the problems of taxation which go to
mount up the costs, what is, the freight
structure, etc., so that with the cooperation of
labour, with the co-operation of tht consumer,
with the co-operation of the trade and industry
and governmental policies both at the Centre
and in the States we might be able to evolve a
more rationalised cost policy. I have not lost
hope; we can bring down the cost of
production. We have brought down the cost of
production of several items and we shall
continue to bring down the cost of production
by systematic studies but it is a Jong-term
process. If anybody thinks that immediately
by merely having a magic wand the costs are
going to be cut down I think he will have to
wait for many years before the costs will
come down in order to promote more , ex-
ports. So I would not like to linjk up the
immediate three, four, five or six years' work
of export promotion to any hones of costs
being reduced}. If you say that unless the
costs arfe re-duc®°d, unless the whole
machinery of Government is geared to reduce
the
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costs, I snail wail lor six or seven years and
then start exporting”" then that will never
happen. Therefore these costs—whatever the
gradually reducing cost is—will have to be
neutralised as the other two speakers said.
What does Japan do? The international price
in Japan is much lower than the internal price.
What doei Germany do? In Germany you take
anything, an engine, or a machine or a fan, a
sewing machine, an industrial machine-tool or
a lathe, it is higher priced than what they are
selling to India and other countries. There is
therefore always a certain distinct gap
'‘between the internal price and the
international price and that will have to be
partly compensated by incentives—which we
have worked in several cases—which will
have to be given to the industrial and trading
community for export promotion. But nobody
can go on pouring more and more incentives.
As Mr. Rchit Dave has rightly pointed out, the
larger the incentive dose you give, the poorer
becomes the earnings and the greed for
getting more and more incentives gets into a
vicious circle and I should caution that
incentives beyond a point is pure poison. We
are against more and more incentives being
demanded and larger and larger incentives
being worked out. What is legitimate, what
the community and the country considers that
it can bear, certainly those incentives will be
there but the rest of the packet of the losl will
have to be borne by the business community
out of the profits which they are otherwise
getting in the protected and sheltered market
in the country, and here is the co-operation
which the industrial friends and the business
friends can give us.

The second ooint—I was mentioning is
quality. We can compensate for the cost but
nothing can compensate the quality. That is
the lacuna in this Report where they have not
laid so much emphasis on the importance of
quality. Ican assure the
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House that we are very shortly bringing
forward a Bill, because as I have already
announced we have constituted a Quality
Control Advisory Council which will do the
work of pre-shipment inspection as well as
quality control. Unless you create the right
image of India abroad you shall never be able
to build up a long-term tradition of trade or
long-standing relations of trade with foreign
countries. Once our goods go out they have to
be repeated with better goods and still better
goods and not with inferior goods. That was
the tradition which the Indian merchant
enjoyed six thousand or seven thousand years
ago. From the times of Bhagwan Rama and
Krishna whenever India sold her goods
abroad, whether it was Dacca Muslin, whether
it was brassware from Bana-ras, whether it
was neelamber from Hyderabad, it was the
quality that brought prestige to this great
country of ours from across the seven seas.
Whether in Malaya, or Singapore, or Ceylon,
wherever you went, India was known for her
high tradition of quality of her goods and that
is what we have to re-establish today. Un-
fortunately there has been a little slackness. I
would not condemn the quality outright but I
am certainly grieved at the quality not being
properly maintained. Therefore in con-
sultation with the trade we will try to see what
steps should be taken, whether it should be a
gradual process both by governmental action
and specialists in quality control. Along with
testing laboratories quality control houses
have to be established by the Federation, by
the business community, by the trade
associations. There will have to be
cooperation on all three fronts, Government,
business and trade, having specialists in
quality control and pre-shipment inspections.
That is what has worked in Germany and that
is the machinery found in the Soviet Union.
That is the machinery in the United States.
Pre-shipment inspection and quality control is
enforced on practically most of the com-
modities that play their pari I/, mcoort trade,
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Then, the third point was simplification of
procedure. It i really heartrending to see how
bureaucratic procedures delay and sometimes
dampen enthusiasm of exporters and I am a
witness to this. I have been in Government far
too long, fifteen years or fourteen years, both
in the State and Central Governments, and I do
believe there is enough room for
simplification. I have tried my level- best to
simplify wherever I found the procedure dila-
tory or unnecessary or superfluous. I would
invite the co-operation of the House here and
the other House and the country, th, business
V*Ple and the exporters, to point out to us
continuously which are the drills or which are
the procedures, because after all without
discipline you cannot function. When you
have to give out something in import,
something in cash, you have to find out
whether the real thing is exported, to what
extent it is exported. At the same time, we
cannot hold them to ransom for having
exported the goods, holding up for six months,
nine months or one year the legitimate
incentives or entitlements which the exporter
is rightly due. He is performing a task of the
nation. He is performing a patriotic task in
helping this country to gear uo its national
development. He has the first claim to the
simplification ~of procedure and the
expeditious disposal of his cases and the grant
of whatever incentives are his due. Therefore.
I would reauest the cooperation of every
individual Member here, whosoever comes to
know of any delay, of anv method by which
the rightful entitlements are denied or no'
given in due time. I shall be most grateful and
T assure mv personal attention to all +hos<>
complaints, to remove such procedural delavs.
One case well studied reallv makes simpler a
hundred or morp eases. As vou vourself.
M?dam Denutv Chairman, know from voiir
personal experience. it is thf rase studv. whinh
realW loads to a thnnsrinr) or two thousand
cases npin" simplified. Therefore, it is my
earnes' attelWDt to sirnnllfv the procedures
and the drill which we have undertaken in a
great way. Now, we
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have appointed a Director of Incentives. We
have appointed a Director of Movements. We
have appointed a Director of Quality Control.
We have appointed a Director of Production,
who will have six or seven Commodity
Officers under him. This is merely to see that
every drill or procedure, whichever is
evolved, goes through as far as possible,
without undue delays of procedure, red-tape
and the bureaucratic type of what you call
minute splitting of hair and all those
procedures.

Then, the fourth factor which was made and
which the Committee has also highlighted is
propaganda, publicity, exhibitions, fairs,
market surveys and market research. I was
sDrry because perhaps most of the Members
did not devote their tim, to this. This is a very
important part not only in this Report, but
there are several other reports. And the Board
of Trade's recommendation in recent months is
that we must create a wider front of
propaganda and publicity abroad. While the
determination of the people will certainly sell
the goods, while allowing exporters to go out
and open their offices abroad will be a positive
factor through which we shall build up
subjective contacts for export promotion, we
will have to do botlji in the Federation in the
commercial way and in the governmental way
r“*uch more propaganda and right publicity.
We have to do publicity for our tea, cotton
textiles, jute products, groundnuts, engineering
goods and in respect of umnteen items which
we are how producing, so that neonle may
khow what India is. that India is not what it
was in the 18"h century. When I told them
about the modem India, some of our friends in
the U.A.R., even some of the highly placed
Ministers and the President of the United Arab
Republic were surprised. Thev wanted some
drugs, from us. Thev thought 'hit we did not
make anv drugs. They thoutht that we were on
the sfeime footing qs m<mv other countries
w”re. | mentioned that 'here was not) s single
antibiotic, not a single suipr'”
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drug, not a single vitamin, which we were not
now producing in this country. We can offer
to their country Rs. 5 crores. Rs. 10 crores or
Rs. 20 crores worth of these drugs. Now, that
is what we have to do, i.e.. a market survey,
as Mr. Santhanam has rightly said of African
and Arab countries, and also countries in the
Persian Gulf. The great European continent,
which is today one of the richest countries of
the world, next only to the United States, is
going to be one of our great potential markets.
Therefore, we have got to have greater market
surveys, market research, exhibitions and
fairs, emporia etc. Publicity and propaganda
angle is the fourth component of the export
promotion drive.

The last point is the climate. If we take these
four, viz.,, cost of produc-tion-cwm-incentive,
quality control and pre-shipment inspection,
simplification of procedure, and publicity,
propaganda, market survey and market
research, none can be weighed against the
single item, climate and determination. I
would, therefore, again mention, even at the
risk of repetition, that if the business
community of this country stands by the
people of this country by creating a
determination, a profound will that we shall
export it would help us. If one can produce Rs.
10 crores worth of goods—my hon. friends
opposite, one or two friend? who are great
industrialists, produce goods worlh Rs. 10
crores, Rs. 20 crores or Rs. 30 crores—what
prevent? one from exporting Rs. 1 crore worth
of goods or Rs. 2 crores worth of goods I see
no single reason why it should not be done. 1
have been in business far too long in my life. I
have been both trading abroad and trading in-
side. I see no reason why my friend like Mr.
Babubhai Chinai or my friend, Mr. Ramgopal
or Mr. Birla or Tata, cannot export goods
worth Rs. 2 crores, Rs. 3 crores or Rs. 5
crores. Sixty-three per cent of Japan's export
trade is handled by eight firms. Some of
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them are: Mitsui, Marubani, Hitachi, Toyo
Rayon, Toyon Engineering, Ashahi, etc. All
these ar, top manufacturing firms. They
command almost very large percentage of the
exports of that country. They are greater
exporters than manufacturers. The country i.e.,
India gave them the freedom, the opportunity,
the protection of a sheltered market, to expand
their wealth and expand their enterprise and
their means of production. It is their country's
demand that they must export abroad in order
to provide the wherewithal for their economy.
Why should we spend thousands of crores of
rupees in providing components and capital
goods to all these great industries if they are
not prepared to earn or at least self-balance
what they are spending from the common
exchequer? That is what is required today, viz.,
the proper determination on the part of our
businessmen. I know our businessmen can do
it. They have done it. Six and a half years
before when I joined the Industries Ministry
here I had hardly half an hour's work or one
hour's work. People thought that we could not
manufacture anything practically. We were
bottlers, processers, assemblers, something
like hewers of wood and drawers of water.
Today within seven years everything is being
produced here. When first in 1958 we called a
meeting of all the sugar machinery
manufacturers and component manufacturers,
they walked out saying. "Who can
manufacture such machinery here? 28"x56"
cast iron pipes cannot be built by us." Today
we are producing eight or nine complete sugar
plants, some of the best plants in the world.
One plant which I saw in Karad. almost 97 per
cent, of it is made in India, is giving 13-7 per
cent recovery. The same thing in regard to
Usha sewing machine. When [ was i, the
United Arab Republic, the machine was sold
practically at two-thirds the price and it had
better efficiency than most of their imported
ones. | know of several other items which are
todav produced

efficiency. Therefore, our technicians, our
traders, our businessmen, our entrepreneurs
can do it. There is no single reason to doubt
their efficiency or the quality of their
enterprise and say that these people are only
feeding themselves on the local stuff. They
are too sluggish because tbey have large
profits. We have no reason to doubt their
patriotism or their efficiency or skill. What is
wanted is that they must be outward-looking
insiead of inward-looking. They have been
too long inward-looking, all the time trying to
develop and develop. When they find that
they can sell it easily in the internal market,
why should they go to Geneva or Switzerland
to sell it? They ask: "Why should we go to
Tokyo, Nairobi or Mombasa?" If they can sell
it in Delhi, they will not even go to Faridabad.
That is human nature. But the human nature if
it is overdone will bring stagnation and ruin.
You have got to be progressive. You have got
to be inward-looking. We have to look
beyond our nose and see that if we have to
survive, if we have to develop, then we shall
have to become outward-looking. The
business community will have to see that they
make that determination.

Then, I will come to what Mr. Ramamurti
pointed out. Apart from the immediate
problems to which most of the Members
referred, there are also international problems
of long-term duration, because .xport cannot
be looked at only from the angle of what is
going to happen tomorrow. What is going to
happen to the European Common Market.
What is going to haopen to the developing
countries? What is going to haopen with so
many types of different combinations of trade
that are taking place in the world? We will
have to study them all. The Cairo Declaration
clearly points out that the developing countr'es
today have got a reducing share in the world
trade as compared to the exoandine and
develon-
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ing countries. It is our request and our
firm proposal to the developing countries
of the world, to the advanced
industrialised countries, that they will
have to share their technology and their
financial prosperity and markets with the
goods, of the underdeveloped countries.
Unless and until the trading practices
become nondiscriminatory, the trading
pract.ces become free from all the duty
and quantitative restrictions on a com-
pletely non-discriminatory basis, on the
basis of equality of right of trading of
every nation, we shall always face this
trouble, common  external tariff,
quantitative restrict on, and so on. What
they give by one hand they take away by
the other. Regarding one particular
product—I will not name that product
because we are in a very delicate stage of
negotiations— they say nill tariff and on
the other aand they put an entry tax of
150 per cent, they put quantitative restric-
tion that you cannot sell more than one
pound or one hundred pounds or one yard
or one hundred yards. That is where the
developed countries beat the
underdeveloped countries, and they could
beat the develop'ng countries because we
are all in the develop'ng stage. I appeal to
the more developed and industrialised
countries of the world to see that the
Ministerial Declaration of GATT of
December 1961 is carried out in full
spirit, and a World Trade Conference or
an International Economic Conference
should be called in 1963 under the
auspices of the United Nations General
Assembly to consider the economic
problems of the underdeveloped coun-
tries, that is the developing countries.
Now what is happening? Malaya sells
rubber and tea. India sells tea, jute,
cotton, coffee, textiles and various other
things. The various types of new
practices which come up make the prces
of the primary products depressed, and
the articles which are manufactured in
highly complicated industrial production
get a higher and higher ratio in the
expand'ng world trade as compared to
our primary products or light simple
manufac-
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tured articles. Therefore, Madam, we
have propagated and mentioned very
clearly in the Cairo Declaration that
internat.onal division of labour is the only
way in which the whole trade should be
deviced; that is, two-thirds of the world,
that is the developing countries which
have struggled aganst colonialism,
imperialism, neo-imperialism, whatever
you call it, should be provided with an
expanding share in the world market and
not a diminish ng share. Our textiles and
our light engineering products should not
be resisted by the highly industrialised
countries of the world. They have
manpower shortage, they have labour
shortage. On the basis of international
division of labour they should allow us
and countries like Africa, Pakistan,
Indonesia, Ceylon, Burma, all the
countries of Asia and Africa and many of
the countries in Latin America and the
Middle East to sell and have a larger
share of the world trade in primary
products as well as in simple
manufactured articles against what we
buy from them because we are their
market. If we were not developing, who
would have bought their capital goods or
their engineering goods or ther highly
advanced machinery? Therefore, that is
one thing which we want to discuss in the
International Economic Conference to be
called under the auspices of the United
Nations early in 1963, so that our long-
term policies are well worked out to
provide us wider opportunities so that
when we get into momentum we again do
not come across road blocks. Even today
we are finding the same thing. We have
sold more tea, we have realised less. We
have sold more jute goods, we have
real'sed less. On the whole 8 to 10 per
cent, price fall is being experienced in th's
year as compared to the last, and
continuously  this is  happening.
Therefore, all our efforts get neutralised
whatever we do. We borrow and we have
to pay back. All these efforts get
neutral'sed and dampened when we find
that the trading practices, the economic
practices and the commercial practices
and policies
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LSnn Manuonai bnan.j of the developed
countries are not conducive to~the sort of
assistance required by the developing
countries. (

So, I can assuie Mr. Ramamurti that we are
not oblivious to all those international
implications and we are taking them up. In the
European Common Market also—thanks to
the efforts of our Finance Minister—we are
hopeful that several measures would be found
and I would appeal to the Six and the United
Kingdom that the enlarged Community
should provide for wider and wider oppor-
tunities for expanding the exports of this
country to the enlarged European Community,
because that is a big continent. Today what
are we selling? Goods worth Rs. 55 crores to
the European Continent and goods worth Rs.
178 crores to the United Kingdom. That is
just very little. When we have to go up to Rs.
1400 crores, unless and until we have one-
third or one-half of this going to the great
European Continent, where shall we be able
to sell all these goods? That is where we are
looking forward to long-term policies of
comprehensive agreement being drawn up
between India and the enlarged European
Community to provide for all these widening
opportunit'es.

One word more, Madam, about the State
Trading Corporation. I entirely agree with Mr.
Santhanam that the time has come when State
trading has to be given greater attention. I do
think the business community has well
appreciated or this particular Report has given
a good chit or certificate or whatever you call
it to the State Trading Corporation. I have
closely watched its working, and we are going
to have very soon, as I said last session,
another Corporation specially for minerals
and metals. Whether we do it entirely in the
State Trading Cor-porat'on or in co-operation
with the private trade the formulas and
policies for  different ores can be
different,
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and for minerals they can be dinerem for
different times looking at the exigency of the
situation through a specialised Corporation
which will look after the specialised function
of mineral ores. And mineral ore is going to
be one of our very major products in times to
come. It may be possible for us to earn Rs.
100 crores or Rs. 200 crores per year from
these various ores in which we are somewhat
richer as compared to the rest of the world.
Even the present State Trading Corporation
which is handling such a wide variety of
goods is going to be much more export-orien-
tated. We are now reduc'ng the
commissioning work, not merely doing some
rubber-stamping on a contract entered into, as
Mr. Patel was saying. That is not the function
of the State Trading Corporation. We have
never told them, "take some order of the
Textile Promotion Council and register it on
behalf of the S.T.C." It is not the case that
some cousin or nephew of some Minister is
being allowed to export to the Soviet Union
because he goes to the State Trad ng
Corporation. That is not our policy, we have
never allowed it. I know of no single
contractor or no new entrepreneur who has
been favoured by thi; Corporation.

SHRI DAHYABHAI V. PATEL: The hon.
Minister has completely misunderstood me. I
said that the monopoly of exporting to the
Iron Curtain countries was in the hands of a
private firm instead of the State Trading
Corporation.

SHRI MANUBHAI SHAH: That is also not
true. As a matter of fact there is no monopoly
of one private firm. The cloth is being sold, as
far as I know, to the Sov et Union by more
than ten textile mills in this country. Recently
we had a further discussion with the Soviet
Commercial Counsellor, if the hon. Member
refers to that because that is what he was
po'nting out. But I know of trad'ng being done
by all these East European
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countries, and fortunately the balance of
trade in the last six months, even though
it is stagnant, has registered a rise of
about Rs. 14 crores or Rs. 18 crores as
far as these East European rupee
payment countries are concerned. They
are buying more. They are buying for
more than one party or more than
hundred parties, tobacco, textiles, etc.
There is no monopoly attempted by
anybody. But what I was trying to draw
the attention of the House to is that the
State Trading Corporation is going to be
one of the major instruments of
developing our export trade
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In conclusion what I say is this. While
there is no cause for complacency at all,
while there shall be every vigilance from
day to day to see that exports are
promoted to the extent that we either
fulfil the target or go near about the
target, we have got to see that in the next
few years, without meaning any alarm or
a sort of feeling of frustration or
disappointment, this task has got to be
fought, this task has got to be performed,
and I have no doubt that in the course of
the not very distant future we shall be
able to do a substantial work in export
promotion with the co-operation of the
entire business community.

SHRI DAHYABHAI V. PATEL: I want
to ask a couple of questions. I would like
to know what is the cost of export
promotion schemes over the last few
years separately for textiles and sep-
arately for other industries, and what is
the reason for which, in spite of the
increasing cost of export promotion in the
matter of textiles, the export of textiles of
this country is falling lower and lower.
One more question I want to ask. In view
of this export promotion drive and the
export of cotton textiles, has Government
any machinery to make sure that the
incentives and benefits that are given are
going to the legitimate sources, that all
the managers and directors of the export-
ing mills are Indians, and that some
balances are not accumulated in the name
of export promotion by these
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mill owners or their wives or relations
abroad.

SHRI MANUBHAI SHAH; Madam,
regarding the first question of the hon.
Member as to why textile exports are
falling, I may first point out to him that
textile being a simple article 7 to
manufacture, as Mr. Santhanam was
rightly pointing out, most of the countries
which were our previous buyers are
themselves installing their own textile
industry. That is one reason. The second
is that this article is one of the
international commodities. And all the
countries have the balance or payment
trouble. There is no country which does
not have that trouble. Even the U.S.A.
today is facing the balance of payments
trouble. Therefore, they want to sell more.
And it is today a buyer's world, a buyer's
market. It is not more a seller's market.
Wherever you go, it is a buyer's market
and therefore each one is trying to depress
the price. So, even if you sell more, you
get less realisation.

As far as the accumulation of balances
and all that is concerned, one can always
suspect and continue to doubt people but
the incentive packet is always being
worked to the extent of the difference
between the international price and the
internal price. A portion of it we are
trying to utilise. We do not carry the cost
together. And many times I had to seek
the co-operation of the House. By
announcing too many things and too
many figures, we do not gain anything;
only we inform the outsider that you
reduce the price further because this is
the percentage. You will pardon me if I
do not give the figures of money or
percentages. It does not help you or me. I
can always convey to you in confidence,
whenever you need, what is the value of
the packet. You can easily calculate by
multiplying the quantity of cotton or this
or that. But it will not be wise. And there
is one thing, Madam, where I want the
co-opera-
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All these talks on export have to be done with
a very great amount of circumspection and
care because we are not the only people in the
world who listen to these things. All the
foreign buyers and traders always watch what
is happening in this country and one has to be
somewhat reticent in these matters of cost,
etc.

THE DEPUTY CHAIRMAN: Mr. Chettiar.

SHrr T S. AVINASHILINGAM
CHETTIAR: I have nothing to say.

SHRI A. D. MANI (Madhya Pradesh): I just
wanted to ask one question. The Report of the
Mudaliar Committee mentions something
about an Import and Export Stabilisation
Fund, and refer, in this connection to certain
banks, foreign banks, being ready to offer
credits. I should like to know whether the
Government have accepted the
recommendation of this Committee in respect
of this Fund and whether the climate is there
for foreign banks to give foreign currency as a
reserve for the purpose of imports of essential
materials.

SHRI MANUBHAI SHAH: Well, this is a
very important recommendation and last time
I had also said that we had accepted it. But
because of the balance of payments position
not being at all good at the present moment,
we have not been able to spare a large amount
but we want to begin it with about Rs. 10
crores. We have contacted certain foreign
banks and the State Bank of India also and we
want to evolve, with the co-operation of all
these foreign banks and the State Bank of
India, a small Fund of 20 million dollars to
begin with. How it will work and in what
manner, it is all a matter of great detail
because while the Fund is a good idea, it is
today not as if the Chief Controller of Imports
or Exports does not give the necessary
components or raw materials against export
promotion.  The
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basic idea of the Fund is that to the export
industries, without much of red-tape, a
revolving type of credit may be provided so
that they can get an uninterrupted flow of all
the raw materials and components. That is
tried to be achieved by other means. But we
are certainly going to implement this
particular recommendation. It is a very good
recommendation. It needs a certain amount of
foreign exchange. Therefore, we have
contacted some of the banks including the
State Bank and we will initiate this Fund.

SHRI A. D. MANTI; Is the response good?

SHRI MANUBHAI SHAH: Yes. very good
response.

MESSAGES FROM THE LOK SABHA

1. THE NATIONAL CO-OPERATIVE DEVE-
LOPMENT CORPORATION BILL, 1962.

II. THE ASSAM RIFLES (AMENDMENT) BILL,
1962.

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

@

"In accordance with the provisions of
Rule 96 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I am
directed to enclose herewith a copy of the
National =~ Co-operative ~ Development
Corporation Bill, 1962, as passed, by Lok
Sabha at its sitting held on the 7th August,
1962."

(n
"In accordance with the provisions of
Rule 96 of the Rules of Procedure and

Conduct of Business in Lok Sabha, I am
directed to enclose



