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Dr B V KESKAR Sir, I introduce
the Bill.

THE RESERVE BANK OF INDIA
(SECOND AMENDMENT) BILL,
1957—continued
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Surt KISHEN CHAND (Andhra
Pradesh): Mr. Chairman, if we con-
sider this Bill from an academical
point of view, there is no reason to
have any objection against it. Nor-
mally, a country does not keep foreign
securities ag a reserve for issue of
notes inside the country. It is the
normal practice. But in order to show
to the world that our currency was
very strong and our financial position
was very strong, we were keeping g
large amount of foreign securities in
the Issue Branch of the Reserve Bank
of India. As has already been pointed
out, on 1st April 1956 we had a sterl-
ing balance of Rs. 755 crores. This was
to show to the world our very strong
financial position, and it served that
purpose very well, and all over the
world up till now the Indian currency
holds a strong position. So, from an
academical point of view one cannot
raise any objection against this Bill. It
is a welcome Bill. From the practical
point of view also one cannot raise any
objection because we have got to pay
to other countries. Our balance of
payments position is growing from bad
to worse, and we have to make pay-
ments. But when we give our full
support to this Bill, let us examine
how our finances are moving and how
our position is becoming worse every
day and what is the future prospect
before us. As I pointed out, Sir,
according to the first amendment of
the Reserve Bank Act we were
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required to keep Rs. 400
crores worth of foreign
securities and Rs, 115 crores in gold
coins. Now we are continuing the
gold coins to the extent of Rs. 115
crores, but the amount of foreign secu-
rities held by the Reserve Bank will
be reduced from Rs. 400 crores to only
Rs. 85 crores, thus making a total of
Rs. 200 crores. And I suppose if we
continue to draw at the rate at which
we agre drawing at present on our

sterling balances, which had
been reduced from Rs. 755
crores on 1st April 1956 to
Rs. 180 crores today, I sup-

pose in another five or six months at
the most these Rs. 200 crores will go
away and we will be left with the
barest minimum of Rs. 85 crores. If
our exchange position continues to be
adverse and if we have to pay to
foreign countries, what is our Finance
Minister going to do then? Supposing
these sterling balances of Rs. 200 crores
are finished in six months and yet
there is an unfavourable balance of
trade and we have to make payments
to foreign countries, what will happen
then? As there is no balance avail-
able, the value of our rupee currency
may go down, and it might shake the
confidence of foreign countries in our
currency. Now it is strong because
we have a favourable balance and
the sterling area owes us money, but
if that money is spent and we are
left with nothing, what will happen?
I submit, Sir, that Mr. M. C. Shah,
the ex-Minister in the Finance Minis-
try, gave a very lucid exposition, and
he told us in great detail how the
Finance Department had made mis-
takes of calculation and how we had
been led into a very difficult situa-
tion. As a member of the Congress
Party he has to support this Bill, and
he has supported this Bill. But the
whole of his speech was full of facts
and figures which were absolutely
correct, and which led fo only one
conclusion, and that conclusion was
that the financial position of our
country was very delicate, if not
panicky, and the future before us
was very very difficult.

(Second Amdt) Bill,
1957

Sir, in the Second Five-Year Plan
the Planning Commission had esti-
mated a gap of Rs, 1,100 crores in
foreign exchange, and they had a
definite plan to meet it. They were
going to get Rs. 800 crores as foreign
aid and they could draw Rs. 200
crores from the sterling balances.
That would add upto Rs, 1,000 crores,
and the remaining Rs. 100 crores
could come by way of gifts or grants.
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Surt M. C. SHAH
Foreign investments.

(Bombay):

Sarr KISHEN CHAND: Yes, foreign
investments. That was the plan for
Rs. 1,100 crores, and if our require-
ment of foreign exchange has not
gone up, there should have been no
difficulty. I should like to know
from the hon. Deputy Finance Minis-
ter whether the original gap of
Rs. 1,000 has increased further, and if
so, to what extent it has increased?
I do think, Sir, that it is most essen-
tial for our Government to take the
whole” country into confidence and to
tell plainly to the country what are
going to be the requirements as esti-
mated today about foweign exchange,
how much money they will have to
pay, what will be the deficit, and what
will happen if these Rs. 200 crores
are spent? Sir, Mr. M. C, Shah has
pointed out that from 1st April 1956
up till today we have already receiv-
ed Rs. 460 crores as foreign aid. We
have already drawn nearly Rs. 475
crores from our sterling balances, and
there were Rs. 93 crores— (Interrup-
tion), Even if it is included in that,
it means that we have already spent
Rs. 920 crores, and when the amend-
ment as proposed by the hon. Deputy
Pinance Minister is accepted, we are
going to draw another Rs. 200 crores
from our sterling balances, which
will mean that we would have spent
Rs. 1,125 crores. According to the
Second Five Year Plan we required
only Rs. 1,100 crores. We have
already spent Rs. 1,125 crores and
even now when the hon. Finance
Minister was in the U.S.A., he said
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that our requirements were of the | our country, we import manufactur-

scale of Rs 1,100 crores. So, if you

add up that Rs. 1,100 crores, it
becomes Rs. 2,200 crores,

THE DEPUTY MINISTER or
FINANCE (Surt B. R. BHAGAT):

Rs. 700 crores.

Sur1 KISHEN CHAND: Rs. 700
crores from the U.S.A. Then some-
thing from the UK. Then something
from some other place. I say that the
hon. Finance Minister always goes
step by step. I therefore want to
gnow from the hon. Deputy Minister
what is exactly meant by all this.
The Planning Commission estimated
the gap to be Rs. 1,100 crores. Now
our estimate is Rs, 1,800 crores. We
have already spent Rs. 1,100 crores
and we are going to require Rs. 700
crores more. Anyhow, he must give
us exact figures so that we can base
our calculations.

12 Noon

Sir, it is very easy—and in fact an
hon. member, Mr. Bisht has already
done it—to put all the blame on the
deficit finance. When you cannot
explain things and you have got to put
the blame somewhere, the easiest way
is to put the blame on deficit financ-
ing. I do not see how deficit financ-
ing has any connection at all with
deficit in foreign exchange pcsition.
Deficit financing in the internal
market may lead to some inflation,
may lead to increase in prices, may
lead to the fact that we cannot attain
the physical target of the Second
Five Year Plan as far as the internal
market is concerned, but how deficit
financing has any connection  with
increased deficit in foreign exchange
position, it is very difficult to under-
stand.

(Interruptions.)

Sir, the trouble is that the price
of agricultural articles, in particular
of those raw materials which are
used in industry is going down and
the price of foodgrains is going up,
and the price of manufactured arti-
cles is going up. Unfortunately for

ed articles, and we import foodgrains.
For both these articles we have to
pay higher prices than we have paid
before. We export tea. coffee, cot.
ton and so many other things. The
price of all these articles is going
dewn. The net result is that our
balance of payment position is
becoming worse and worse everyday
and the hon. Finance Minister wants
to carry on with a bluff and he says
the situation is all right and we want
another Rs. 200 crores to tide over
the situation. I am very sorry to say
that our position is not at all hope=
ful. We have been unnecessarily
spending money and now our sole
hope is foreign investment. We
think that it is going to work a
miracle and if foreign investors come
and invest money, we will get indus-
trialisation.  Sir, the Second Five
Year Plan is most essential. We do
not want the Second Five Year Plan
to be cut down but it should be com-
pletely reorientated. We are
depending too much for our industria-
lisation on the help from foreign
countries. We should have really
based our Second Five Year Plan on
the industrialisation of the pountry
by our own resources, not by foreign
aid. We might have taken the help
of foreign technicians, Hut that 1=
another matter, When we are discus-
sing the Reserve Bank of India
(Second Amendment) Bill, I do not
want to go into all the details of the
reorientation of our Second Five Year
Plan or how we are going to solve
the problem of food in the country
and reduce the import of foodgrains.
For that we will have other occasions
but here I only want to say that
theoritically and academically, I fully
support this Bill, as there cannot be
any objection against this Bill. But
when we examine the consequendes
of this Bill and support this Bill, we
have got to see that the future
before us is very dark. We have spent
all our foreign resources and now if
we are not able to make arrange-
ments within the next six months,
we will have a deficit in balance of
payment and when the foreigners ask
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for money, we will have no money to
give them. I do not know what the
result will be, what the effect on our
rupee currency will be or whether
the value of our rupee would go down
in foreign market, and once that
happens, you know the consequences
are very bad and the value of our
currency goes down further and fur-
ther. Therefore, with a warning, I
suport this Bjll.

Dr. RADHA KUMUD MUKERJI
(Nominated): Sir, I do not rise to
oppose the bill but I want clarifica-
tion on certain points affecting the
financial stability of the country.

First of all, I find there is a refer-
ence in the Statement of Objects and
Reasons to the measure of flexibility
that is required in manipulating our
currency and secondly there is a ref-
erence to a certain minimum of gold
holding. I want to know, as a matter
of clarification, on what principle this
amount of gold guarantee of our cur-
rency is being settled, whether there
is any principle, whether the princi-
ple is based upon the practices of
financially stable countries. In that
connection I should like to have an
account of the position of our cur-
rency reserve for a certain period,
say for the last 25 years, so that we
may really know the progress, which
is very important to maintain the
stability of our currency. I also wish
to know, I have already told you,
what is the limit of the minimum of
gold holding that has been fixed? Is
there any limit? Is there any limit
below which this minimum of gold
holding will not be allowed to fall?
It is not mentioned. Only there is a
reference to a certain minimum of
gold holding.

Surr B. R. BHAGAT: It is Rs. 115
crores.

Dr. RADHA KUMUD MUKERJI: 1
want to know in terms of percentage.
That is a far better principle, on the
basis of which we should proceed, I
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wish also to know in this connection
what is the gold coverage of the U.K.
currency. After all the UK. is the
centre of the sterling area and we
are very dependent on the stability of
the sterling area.

Next, of course, this point has been
somewhat answered, but I want on this
occasion to have a clear picture of
India’s drawing upon the sterling
reserve, the steady deterioration of
the sterling reserve and at what rate
the deterioration # going so that we
can have really a clear picture of the
financial position of the country in
regard to foreign exchange

Now, in this connection, I should
like to understand another point.
What are the advantages to India’s
currency stability from the sterling
reserve of the entire sterling area.
T wish to know in this financial crisis
which faces us, the extent of advant-
age upon which India can count in
regard to this sterling reserve of the
entire gsterling area, If we can get
some provision for stabilisation of
our currency, then that must be count-
ed separately. I wish to know whe-
ther there is any additional advantage
accruing to India’s currency from the
sterling reserve.

In that connection I wish to raise
one point. You know the financial
position of the U.S.A., the financial
system of the US.A, is the strongest
and I understand that there is no
question of having a gold reserve In
the U.S.A. because the U.S.A. is the
depository of the world’s gold cur-
rency which it holds in a fort in the
wilderness of a rock and the entire
gold of the world is practically
accumulated there. In this connection
I wish to know whether there is any
scheme for the whole world by which
this vast gold hoard of the TU.S.A.
may be available for stabilising the
currencies of the world, because we
are nowadays thinking in terms of
international finance and we are try-
ing to develop an international mind
on all these financial questions,
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I wish to know what possible use
is being contemplated of this huge
gold holding of the U.S.A. We are
also told that Western Germany has
built up its gold reserve beyond all
expectations and calculations and this
huge amount of gold holding in West
Germany is also proving a serious
menace to the stability of the cur-
rencies of other countries. So, [ wish
to know whether India has been tak-
ing proper note of these gold reserves
that have been built up in these two
countries and whether the entire cur-
rency system of India and of other
countries will be affected by any ac-
tion that these two countries

may
take with reference to their huge
foreign exchange reserves in thjs

troublous time. Therefore, my
anxiety is that the stability of the
Indian rupee should not be shaken on
considerations which apply for some
temporary crisis. Of course, we agree
that the gold that is not used for
currency and the gold that is not re-
quired to be kept as a reserve may
somewhat be utilised to ease the

financial tightness of the situation.
To that extent this principle of
flexibility is quite justifiable. But

there are limits to which the princi-
ple of flexibility can be applied.
Therefore, I would like to know from
the hon. the Finance Minister whe-
ther there is any kind of a rock
bottom below which this estimated
minimum of gold holding should not
fall. 1 therefore, wish to have a
clarification on some of the main
points 1 have raised.

Suart V. PRASAD RAO (Andhra
Pradesh): Sir, as far as the necessity
for this measure is concerned, [ think
there are no two opinions, because we
need these sterling balances ir. order
to get our capital goods. Wee need
them for our developmental expendi-
ture and we should have no bar in
the way of our utilising them for the
development of our economy. But I
would like to say that when bring-
ing forward this measure, the Gov-
ernment owes an explanation to this
House as to why it has become neces-
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sary at this particular juncture.

Hardly fifteen months have elapsed
since the Finance Min.ster came be-
fore Parliament stating that the mini-
mum of Rs. 300 crores of sterling
balances should be kept. Are we to
understand that the Finance Ministry
had no proper perspective of our
developmental expenditure? Are we
to understand that unforeseen squan-
dering had taken place in these fifteen
months and that has necessitated this
measure? Or are we fo understand
that certain unforeseen things had
developed in these fifteen or eighteen
months which we could not take
cognisance of in the earlier stages
and that has necessitated this
measure? On any score, the Gov-
ernment definitely owes an explana-
tion to this House, it owes an ex-
planation to the nation as to why this
particular measure has become neces-
sary at this particular juncture.

Taking advantage 6¥ the difficulties
of our present economic position—I
am sorry to point out—certain ele-
ments inside our country, especially
capitalist elements, are trying to pass
it off that the present Plan cannot
succeed and that we must prune it
or take recourse to what is called the
private sector or leave things to this
private sector, that they would look
after things much better. On the
floor of this House, Sir, we have heard
on this occasion quite a lot of ex-
tollings of what is called the private
enterprise and also a lot of expatiat-
ings on the merits of the private en-
terprise as compared to the public
enterprise. But, Sir, T am afraid all
this foreign exchange had not been
spent merely on the importing of
capital goods or the necessary things
that are needed for the development
of the country. Any visit to
Connought Place or any luxury
marketing place in the country will
prove to us that foreign exchange had
been spent not only in importing
machinery and other things vitally
necessary for the development of
the country but also in getting such
things as Max Factor make-ups and
such silly things. Are we to leave
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the whole thing to the mercy of those
in the private sector?

Sart AKBAR ALI KHAN (Andhra
Pradesh): I am glad there is no lady
Membcr present here when you say
that.

SHRrR1 V., PRASAD RAO: But I think
my hon, friend Shri Parikh will
convey it to Mr. Doshi.

Mzr. CHAIRMAN: Yes, yes.
talking something else.

He is
You go on.

Surt V. PRASAD RAO: Therefore,
to have left all this to the private
enterprise would not have produced
an unmixed blessing in the matter of
the development of the country. Our
foreign exchange, as I have said, is
spent not only on vital developmental
expenditure, but also, due to the
policies that were adopted by the
Fiharce Ministry, in importing the
so-called luxury articles, the so-called
consumer goods which our country at
the present juncture can ill afford.

AN Hon. MEMBER: Now they are
stopped,

Surt V. PRASAD RAO: Yes, of
course, we are wise after the even.
But there are statistics to show that
in 1955-56 we imported Rs. 174 crores
worth of consumer goods and in 1956-
57, when we were supposed to have
geared the whole of our economy for
stepping up our industrialisation, we
spent Rs. 266 crores on these so-
called consumer goods. We had also
to spend a good amount of our foreign
exchange on the import of food. In
this respect also time and again we
were told that our country would
achieve self-sufficiency by 1956. We
were also told that we had achieved
self-sufficiency, in 1956. I think it
was in 1956, October or September,
that our present Deputy Minister of
Food very pompously declared in
Hyderabad that we were not only
self-sufficient in food, but we were
in a position also to export food.

AN Hon. MEMBER: There was then
the unexpected drought also.

(Second Amdt.) Bill, 1946
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SHr1 V. PRASAD RAO: Unexpected
drought? Yes, ever since 1952 some-
thing or the other has been happen-
ing and we have been spending all
this money on food, because of what
are called natural calamities, droughts
and so on, or bad crop etc. Has this
become a perennial phenomenon?

Anyway, in 1955-56 I think we im-
ported food to the extent of Rs. 29
crores and in 1956-57, when we were
supposed to have achieved self-
sufficiency in food, we had to import
Rs. 102 crores worth of food. So
what I mean to impress upon the
House is that we are not spending
only on the import of important and
vital machinery, but as I said, on un-
necessary things also. We have been
spending on food which we could
very well have produced here in our
own country if only we had follow-
ed a proper food policy with imagi-
nation, with sympathy, with a board.-
er socialist outlook which was sup-
pose to be there. It has been amply
pointed out by some other friends and
also by no less a person than the
Food Minister himself that because
the Government were not able to im-
plement the land reform programme
in time so we could not reach our
food target. So I say, had we follow-
ed a more imaginative policy and if
there had been correct planning as
far as food is concerned and quicker
implementation of land reform, then
much of the badly needed foreign
exchange could have been saved.

Besides, this, even in impoirting
these machineries also, Sir, I would
like to point out that indiscriminate
imports had been made. Take for
instance the recommendationg of Mr.
Slocombe, who I think was the con-
sulting engineer to the Irrigation De-
partment. He had recommended for
the Nagarjun Dam a scheme for im-
porting nearly Rs. 60 crores worth of
machinery. But on closer examina-
tion it was found that this much
machinery was not necessary, that a
masonary dam could be constructed
instead of a reinforced concrete dam.
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So with proper and judicious use of
our own indigenous materials and in-
digenous machinery, much reduction
could have been effected in the im-
port of machinery also as far as these
construction projects are concerned.
But such judicial use has not been
made of them; hence the necessity
for this large amount of money to be
spent on imports of machinery which
could have been otherwise available
or manufactured inside India itself.
Even now the prospect of food and
the import of food is not very re-
assuring. We are told that even
after the end of the Second Plan we
are to import 6 million tons of food.
For this year itself about 2 million
tons of food will be required. It
comes at the nate of Rs. 4 crores for
1 lakh of tons, .0 Rs. 80 crores. The
hon. Deputy Minister should let us
krow how we are going to meet all
these things, Is it by bowing befcre
the other capitalists in other nations
and begging them or by taking the
necessary steps here inside India to
step up the production of these things
and by taking other necessary steps
to mobilise the necessary capital ina
side India itself? 1 perfectly agree
with one of the suggestions of Shri
Parikh who said that in India itself
roughly Rs. 10 thousand crores could
be mobilised. I perfectly agree with
him there because instead of allow-
ing the imperialists of other countr-
ies to dictate terms to us for lending
money, it is far better to mobilise and
utiliz> our own resources for the
development of our own country.
Only today ir the press it iz given
that the American State Department
has sta ed that there are ten condi-
tions, rather deterrents, that are keep-~
ing the American capital away from
India; and what are these? One is
supposed to be the Wealth Tax. The
other ig the Deposit of Reserves, that
is, the condition that 50 per cent. of
reserves to be deposited with
the Government. Third is the
Companies’ Act which in itself is sup-
posed to be a deterrent. Fourth is,
tax on Royalty, fifth is income-tax
exemptions, sixth, labour legislation.
Perhaps they want another Taft-
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Hartley Act to be enacted in India for
American capital {oc come.

Suri SHEEL BHADRA YAJEE: That
is suggested to them-—to the American
capitalists—by the Indian capitalists.
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SHrr V. PRASAD RAO: This
is mainly suprmosed to be particularly
by the U.S. Department of State.
After all our Indian capitalists’ dele-
gation have appended this note to
their report. Seventh is nationalisa-
tion and the Fourth Amendment of
the Constitution itself, Eighth is
absence of friendship, commerce and
navigation and double taxation treaty
betwesr India and U.S. Ninth is
private gector and public sector and
tenth is sereening procedure.

Surt AKBAR ALI KHAN:
are the ten commandments.

These

Surr V. PRASAD RAO: Indeed, uti-
lising our economic difficulties, the
capitalists here in India as well as in
America and perhaps in other coun-
tries also, want to hold our country
to ransom, want to hold our economy
to ransom. They want us, utilising
these difficulties, to bow before them
and beg them and they want to see
that their own terms are imposed for
giving some petly aid. At this stage
are we going to bow before these
capitalists both here as well as in
America?

Surt1 SHEEL, BHADRA YAJEE:
Certainly not.

Surr V. PRASAD RAO: Are we go-
ing to go with begging bowl so that
our country can develop? I think
there is an alternative source. Ins-
teag of bowing before these capita-
lists, both here as well as in America,
we can stand on our own legs and
depend on our own resources and if
necessary, strain every inch of our
capacity so that our country will
develop. We cannot, for a mess of

pottage, sell our own ideas. What do
they mean by  dictating these
conditions so that private capital

could come here? Do they want us,
in one word, to abandon the path of
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socialism which we had declared to
be our goal? Of course their Indian
colleagues, Indian capitalists, al:o
want the same thing. They want us
to abandon the path of socialism so
that we could get a mess of pottage
in the form of foreign aid or loan
from U.S. or some other capitalist
country. Are we going to bow be-
fore them? Certainly we are not
going to bow before them come what
may. Whatever difficulties might
arise, we are not going to say: “Messrs.
Capitalists, you can do anything you
like. We are before you” We are
not going to do Sastanga Namaskaram
to them. We are going to stand up.
For this we have to rely on the
people. We have to mobilise our own
internal resources. Then, of course
my friend will question me, how are
we going to do that? As has been
suggested by Shri Parikh, there are
already Rs. 10,000 crores worth of
precious metal and other things that
could be mobilized.

AN Hon, MEMBER: Ornaments and
jewels,

Surt V. PRASAD RAO: OQOur own
Alam Nizam is supposed to have a
wealth of Rs. 800 crores. I don’t
say that they should be expropriated
but they can certainly be taken on
loan for the development of the
country. What hinders the Finance
Ministry to stop the payment or to
defer the payment of these so-called
privy purses to these Princes? What
hinders them to get the loan from
these Princes or at least a part of it?
You need not take all the Rs. 500
crores but you can take a part of that
as loan which could be repaid after
the country has developed. We are
allowing the foreign firms to export
their profits to the tune of Rs. 30
crores. The foreigners say that the
necessary climate in India is not there
for foreign capital. May I remind
them that foreign investment here
has increased from Rs. 296 crores at
the time of Partition to Rs, 500 crores
by the end of 1956? How could the
foreign capital investment increase
had theie been no congenial climate?
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Not only that but they were allowed
to get away with Rs. 30 crores in 1956
in the shape of profits.
For the  benefit of those who
assert that there is no proper climate
for investment, may I quote that in
1952 only Rs. 1422 crores were allow-
ed to be taken from inside the country
as profits. In 1953 the amount was
Rs. 16:62 crores, in 1954 19-22 crores,
and in 1955 about 30'5 crores. How
can this assertion that proper climate
is not there for investment in India
stand? What they want is not the
proper climate but they want the
Government of India and the people
of India to bow before them, to agree
to their conditions, so that they could
come here and irvest a few crores.
So the argument that proper climate
for investment is not there does not
hold good. Had there been no pro-
per climate, how could these other
firms who value more than anything
else their profits come here and in-
vest? Do you mean to gay that those
capitalists of U.S. and UK. who had
come here did not realise the con-
ditions here before investing their
capital? They did realise. Even
these figures that I quoted are under-
estimates of the actual position, It
is only the known things or remit-
tances that were reported by the Re-
serve Bank but there are many ways
by which they remit moneys from
India to their parent countries. If
they are also considered, much more
money has been drained out of India
every vyear. Ag some economist has
calculated, it may be to the tune of
Rs. 100 crores a year, If we stop
these, if we mobilise our internal re-
sources, if we can take loan from the
so-called wealth of these ex-Maharajas
and princes, then we can tide over
this crisis. Certainly we can mobilise
the necessary capital for our deve-
lopment expenditure. So I think
that at this juncture we must mobilise
every possible source inside the
country. We should not allow the
canitalists both here as well as out-
side our country to utilise our diffi-
culties to hold us to ranson. My
friend has been asking the other day:
“Do you think the capitalists are not
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patriotic?” Certainly they are patrio-
tic, Nobody says they are not but
the only trouble with them is, they
put their properties much higher than
patriotism. That 1s the trouble with
them. ‘

Dr. R. B. GOUR (Andhra Pradesh)
Money bag patriotism. . |

Surr V. PRASAD RAO: They love
their money much more than they
love their country. Or else we would
rot have found so much ot precious
foreign exchange wasted on these
goods. 1 think the most important
function is not to allow the pessimism
that has been creeping inside our eco-
nomic circles and inside the country.
We should not allow the pessimistic
outlook that nothing should be done
at this stage, that only we have to
prune, only we have to cut down our
expendilure and that nothing wore
should be done. This sort of a talk
should not be alloweqd to go ahead.
We must infuse confidence and en-
thusiasm among the masses that we
can still save the Plan by mobilising
our own resources. Only talking will
not do; the Government has to come
out with concrete policies to inspire
confidence among the people to sacri-
fice for the development of the
country., No amouri of sermonising
alone would do. They have to im-
plement the task and they have to
come out with such policies as to en-
sure confidence and inspire the hope
that, here the country is ®going to
develop. This is the method; this is
the way in which we can do it. We
are rot going to allow the capitalists
to get away with that. Only by put-
ing forth concrete policies before the
masses we can get the necessary re-
sources, not by going before the
capitalists either here or in other
foreign countries.

%

Surr P. D. HIMATSINGKA (West
- Bengal): Mr. Chairman, much has
been said on the merits and demerits
of the present Bill and most of the
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ment that has been proposed in this

House.
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Sir, this question of finance is a very
intricate question and it is very diffi-
cult for most of us, at any rate, to
follow and be of much assistance. But
what I feel is that there is an unneces-
sary feeling of pessimism and we are
trying to create an atmosphere which
will be rather dangerous.

Surr KISHEN CHAND:
placency is more dangerous.

Self-com-

Surr F D. HIMATSINGKA: Mr.
Kishen Chand says, “Self-complacency
is more dangerous.” That is fairly
correct. The position is this. The
Sterling balances cover the war-period
when there were more exports, more
supplies and less imports. Now that
we have to spend a large amount of
m.r~ ¢n developmental expenditure,
on machinery, capital goods and so
on, the money that had been collected
during the war-period is being utilis-
ed. Except, of course, some amount
that has been spent on food and such
like things, a large amount of money
has been spent on capital goods and
other developmental expenditure,
There are corresponding assets in the
country and there is no reason why
we should think that the amount that
has been spent from the Sterling
balances that the country held has
been wasted. Therefore, we should
not create a feeling in the country or
at least outside that the country’s fin-
ances are in a bad way. If we do not
spend anything on  developmental
expenditure or other expenditure, here
the money will remain intact, and
there wil} be no occasion cf this dis~
cussion, If we really want to improve
the condition of our country, we have
got to spend money on capital goods
which will give an adequate return,
which will enable the country to stop
further imports and have its own
necessary supplies by production here
itself.

The hon. Mr. Prasad Rao has taken
a lot of time in suggesting that, if the

Members have supported the amend- | internal resources are mobilised, we
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can meet all our difficulties. But
where is the hindrance, where is the
difficulty? Why are they not being
mobilised or utilised? As a matter of
fact, the Government has put forward
plans before the country. The Gov-
ernment is not going to till the land,
it is for us—the people and the Mem-
bers representing them here-—~to take
steps to mobilise the resources of the
country, so that food production may
increase, other consumer goods and
things that the country needs may be
produced in the country and we may
not have to import various other
things. On the one hand, you find
claims are being put forward from
almost all the States for more food to
be supplied to them. They need more
food because the crop has failed in a
number of pockets or States and at
the same time, we ask, “Why are you
importing food?” You cannot have it
both ways. Either you take steps to
see that the foodgrains that are pro-
duced in the country are properly uti-
lised and are not wasted and the Gov-
ernment is not pressed to import
greater amount of foodgrains or you
move your hands and feet and see
that you produce more than what is
produced now.

Sir, I had been to some parts of
Western UP. and I was glad to find
that the crop that is standing there—
the potatoes and various other crops—
are in a very good condition. People
have been utilising wells and other
methods for irrigating and producing
food. If every one of us contributes
even to a little extent, I think the
difficulties that are experienced in
meeting our requirements of food may
be very much minimised. As a mat-
ter of fact, an attempt for producing
quick-rising food Ilike potatoes or
groundnuts or even vegetables can
easily be made. But if we simply con-
demn the Government and say that
the Government is not doing this
thing or that thing, things will not
improve. After all, what is meant by
governm~nt’?> TUnless the people co-
operate, unless they take steps to
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carr3; out the programmes that are
being placed Dbefore the country,
nothing will come out,

[TueE Vice-CHATRMAN (SHrr B. M.
JosH1) in the Chair]

Therefore, the one thing that I want
tn suggest is that we should not create
an atmosphere of defeatism or panic.
In this connection, I have also to sug-
gest that, when the country needs
something, before any mission for
purchasing those things go out of the
country, you will find big headlines
in the newspapers. We simply
advertise that we want so much of
food, so nmmuch iron and so much of
steel? What happens? The countries
where our missions go, put up the
prices. We have to pay much more
than perhaps we would have paid. If
a man needs something to be purchas-
ed, he certainly ought not to proclaim
that he needs so much of such and
such things. The countries may be
tempted to raise the prices and that
is what is happening on every occa-

sion when we need anything. We
create so much r-'se that we need
such and such thiigs and so much

quantity and there will be difficulties
and so on. That is what I find. We
always make that kind of a mistake
that, instead of quietly going in for
purchasing our requirements or tel-
ling our missions to arrange for those
things silently, we simply create noise
and encourage people or tempt them
to raise the prices.

Therefore, 1 suggest that it is for
us—the people in the country—to take
proper steps to carry out the pro-
grammes that have been placed before
the country and to help in the produc-
tion of the various necessities, as far
as we can.

The hon. Deputy Finance Minister,
while introducing the Bill, said that
steps were being taken to encourage
foreign capital, but he did not indi-
cate what steps were being taken. We
would certainly expect that he indi-
cates what steps are being taken in
this regard. He was merely saying,



1955  Reserve Bank of India

“We are trying to invite more foreign
capital” That will not do, Steps
must be taken to see that things which
are keeping back the coming of foreign
capital are removed. (

Mr. Prasad Rao said that we could
stop sending out foreign profits, and
that that might save money. That is
exactly the thing that will prevent
foreign capital from coming in. If
foreigners put in capital here and it
they cannot take away their profits,
certainly they cannot be expected to
put in their money here. Therefore
the advice that is being suggested will
just stand in the way of our country
having supplies of foreign capital.
Therefore the remedy that is being
suggested is self-contradictory. No one
will suggest that if internal resources
are mobilised, we cannot meet the
situation. But the question is that
they are not being mobilised properly
and proper steps are not being taken
to do so. But we cannot blame the
Government alone for not mobilising
the resources. It is the duty of every
one of us in this coyntry to take such
steps as lie in our power to help in
that direction, and if that is done, a
lot of difficulty will be over.

Sir, as I said, a large part of our
money has been spent on expanding
our industries, and therefore some of
our friends put it in this way that if
at all it is a crisis, it is a crisis of
expansion, not that any money has
been squandered away. Therefore
there is nothing to be afraid of, so far
as that aspect of the question is con-
cerned. And in order to be able to
meet our balance of payments position,
we have to step up our exports, and
in that direction it is also absolutely
necessary for the Government to take
such steps as may be required to be
taken to remove the impediments in
the way of exports. Sir, as you know,
the common tea and the high-priced
tea are being taxed at the same rate.
Common tea cannot afford to bear the
export duty that is being charged,
This country has to face competition
from other countries where there is
no export duty. So, steps like these

L
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may ke considered by the Government
and adopted co that exports may be
stepped up and we can get more
foreign exchange, and also our balance
of payments position may be improved.

1956

So far as the depletion of the foreign
currency reserves is concerned, as I
said, they may have some influence
on the foreigners putting in more
money here. But so far as the inter-
nal position is concerned, I do not
think how they can affect the position
in our country. There is also no doubt
that non-essential expenses should be
curtailed as much as possible, and I
think, Sir, we need not import the
quantity of food that is intended to
be imported from outside, and in any
event ministers should be very care-
ful when they make statements,
because statements from important
quarters sometimes create a situation

which helps to add to our expenses.
With these remarks, Sir, I support
this Bill.

Surt B. R. BHAGAT: Mr. Vice-

Chairman, it is the second day that
the House has been debating this mea-
sure which was introduced more as a
mechanism to provide an element of
flexibility in the foreign reserves by
the Reserve Bank. But, Sir, the dis-
cussion has tended to become a general
debate on the economic situation in
the country. I think, Sir, this has
made my position somewhat unenvi-
able, in the sense that it is beyond me
to reply to each one of the points
made during the course of the debate,
when most of them are not either
germane to the issue or are only very
remotely connected with the issue.
But, Sir, if I leave the major points,
even though remotely connected with
the issue, as raising of the internal
resources or matters like these, I may
be charged with treating the House a
little lightly. Therefore, Sir, I do not
propose to do that. I would like to
deal with some of the important points
made, which I consider very pertinent
and relevant to the issue, and I would
also like to clear some of the misappre-
hénsions that are lurking in the minds
of some hon. Members. But I cannot
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provide any remedy to the malady,
whether imaginary or real, from which
particularly my redoubtable friend,
Shri Kishen Chand, is suffering. It
has been my experience, Sir, to heal
his Cassandra like croakings which
fortunately are not true, Of coursé
he gave a very melancholy forecast.
But fortunately for us what MTr.
Kishen Chand said while acting like
a Cassandra is not true.

Sur:t KISHEN CHAND: I am very
glad to ...

Surr B. R. BHAGAT: He wants t0
know the prospects of the foreigh
exchange situation. He seems to think
that the value of the rupee may fall.
If he seems to imagine also that the
entire economy of the country is going
to pieces, I say, Sir, that nothing of
the kind is going to happen. The
prospects are reasonably good. One
has only to analyse the situation, and
one has only to have a penetrating
imagination to look ahead. Whatevel
difficulties he has listed are difficul-
ties of development. It is not as if
suddenly the foreign exchange pro-
blem has cropped up in our economy-
If the hon. Member wants to under-
stand this aspect, he has only tO
refresh his memory as to what the
Planning Commission had said. The¥
themselves contemplated a foreigh
exchange gap of Rs, 1,100 crores. 1
am glad, Sir, that my ex-senior col-
league in the Ministry with whom I
had the honour to work and for whom
I have the greatest regard, set a propel
tone to the debate, which unfortun-
ately could not be picked up later oft
in its perspective. He analysed the
situation and gave facts which were
very much correct. And although the
hon. Member said that he too drew
upon that valuable document, yet un-
fortunately the conclusion which he
drew was entirely different from the
conclusion of the hon. Member who
initiated the debate.

Surt KISHEN CHAND: Have you
heard the speech of Mr. Shah?
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Surr B. R. BHAGAT: Sir, I request
I should not be disturbed because that
will break the link of my argument.
Sir, he said that the Plan contemplat-
ed a foreign exchange gap of Rs. 1,100
crores and as a shrewed ovserver, Mr.
Shah who initiated the debate said
that the prices had gone up by 30 or
40 per cent.

Surr M. C. SHAH: I seid 25 per cent.

SHrr B. R. BHAGAT: Makings the
calculation on that basis, he said that
the gap may go upto Rs. 1,500 crores,
or Rs. 1,600 crores or even to Rs. 1,700
crares. So, in. 2 quantifative ar ean-
crete term the position is that when
the Plan was drawn up, the price
levels, the world prices, were entirely
different, the context of events was
different. Unfortunately very much
unlike the thinking of members like
Shri Kishen Chand, we have framed
our Plan in a dynamic economy, in a
dynamic situation, It is not static.
What we said two years ago, does not
hold good today. So, the gap is much
more because of factors which are
very much beyond our control. Sir,
it has been given out to the House
and the country more than once dur-
ing recent months that the foreign
exchange gap so far as the external
position is concerned, is Rs. 700 crores
if we want to meet the core of the
Plan—and the core of the Plan is very
well defined. So, Sir, Rs. 700 crores is
the deficit over the remainder of Plan-
period.

Sur1 C. P. PARIKH (Bombay):
After drawing from sterling balances
to the extent of Rs, 200 crores?

SHr1 B. R. BHAGAT: This takes into
account the amount of a thousand
crores of rupees as included in the
foreign aid, as well as withdrawals
from the sterling balances. Suppose
the total foreign exchange gap is
Rs, 1,700 crores in terms of the pre-
sent prices and Rs. 1,000 crores is the
total foreign assistance that has been
availed of today, that leaves a net gap
of Rs. 700 crores.
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Surr C. P. PARIKH- Does
Rs. "00 crores include Rs. 200 crores
‘which you will be withdrawing from
the sterling balances?

Surr B. R. BHAGAT: It is inclusive
in the sense that it provides for it.
The present gap, as it is, provides for
all the foreign assistance that we have
received as well as all the withdrawals
4rom the sterling balances uptodate.
So, Rs. 700 crores is the uptodate posi-
tion of the foreign exchange gap. In

future, whatever withdrawals there
may be, they are not taken into
account now.

Surr C. P. PARIKH: That will

reduce the gap.

SHr1 B. R, BHAGAT: That may. So,
Sir, this is the position in very con-
crete terms. I do not think, therefore,
there can be any precise and concrete
statement so far as the foreign
exchange situation is concerned.

SHrr J. S. BISHT (Uttar Pradesh):
Tf you draw again Rs. 200 crores, the
gap would be reduced to Rs. 500
crores. |

SHrT B. R. BHAGAT: I cannot make
commitments for the future, I am only
stating the position which stands
today. Some hon. members asked for
a break-up of the figure of Hs. 700
wcrores. It is very difficult to give any
break-up of these figures, because the
expenditure will accrue in future. It
does not represent the actual expendi-
ture on particular projects bit only
that part of the total foreign expendi-
ture which cannot be covered by our
own resources, and also this figure is,
in the very nature of things only a
rough estimate, In a changing
world it would be impossible to arrive
at a more precise estimate for s period
extending as long as 3-1|2 years. The
actual position will be affected by fac-
tors beyond our control, such as move-
ment in pattern of prices and demands.
Further, it may also be changed to
some extent by Government policy,
such as by bringing measures to
zeduce imports and promote exports.
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Sir, this takes me to the much
vexed gquestion of imports, and like

King Charles’ head, it crops up again
and again, that so much consumer
goods—the figure was given—were
imported. I think a similar point was
raised in the other House and the Fin-
ance Minister gave a very precise
reply to that. He said that unless you
define what you mean by consumer
goods, it is no use giving a figure and
drawing your own conclusion. For
example, he said that we had had to
import some fruits from Iran and
Afghanistan because we had some sur-
plus with them and they had nothing
else to offer in exchange and if we do
not import a little bit of these things,
fruits, dates and other things, well, it
creates a very wrong psychological
situation in the commercial relations
with countries like that. So, similarly,
there might be some items which may
be very necessary or which may have
been unavoidable in a set of circumst-
ances—and the qualifications with re-
gard to each item are there, So, unless
we state the case precisely, it is very
difficult to agree to the conclusions so
generally and so sweepingly drawn by
hon. members. By and large the fact
remains that it is not as if, as a mat-
ter of policy, we have squandered our
foreign resources, say, on luxury arti-
cles or as the hon, member so
romantically said, on Max Factor toi-
let preparations and other things. It
is a very sweeping, and, I think in
some sense, not a correct statement to
make. We have utilised all our
resources to our good and the proof is
the industrial development, industrial
production in the country. But for
that our situation would have been
much worse. But, Sir, the fact remains
that our imports have become more or
less inelastic, because if we want to
develop the economy, if we want to
implement the Plan, much more the
core of the Plan, we have to import
capital goods. If we want to maintain
the economy, our industrial economy,
our entire economy, on the present
level, and if it is not to degenerate,
we have to import certain industrial
raw materials, and they are a very big
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item in our impert bill. We cannot
reduce that at all if we want to main-
tain the industrial economy at the pre-
sent level. So, whether it is the import
of food or raw materials or essential
medicines, these are ‘must’ and all
these have made our import bills what
they are today. But, Sir, every effort
is being made to bring down our
imports, to cut down the imports, to
the barest minimum, to almost essen-
tial goods.

Sir, I will venture to give some
figures to show what has been the
effect of these steps that the Govern-
ment have taken. We have been talk-
ing of continuous withdrawals from
our sterling balances at an increasing
rate. Some hon. member made this
point. I think, Sir, I can only say
that he has not been carefully reading
the situation on that account. As a
result of the measures that the Gov-
ernment have taken, the sterling
balance withdrawal has come down.
For example, in November the with-
drawal went down to Rs. 176 crores
but in October it had gone up to Rs, 25
crores and in an earlier month, in
September, it has gone up to a little
over Rs. 27 crores, and before that it
was a little more. So, actually we are
bringing down the withdrawal. So
far as I remember, the last week’s
figure for the withdrawal was Rs. 4
crores. It was as high at one time as
Rs. 10 crores. So, this is evidence of
the attempt that the Government is
making. In the situation that we are
in, I think the House should appreciate
the point that all that is necessary, all
that is possible for the Government to
bring down the gap or bring down the
rate of withdrawal is being done. The
position of export promotion is a
different problem. Sir, I will take a

few minutes to complete. We are

making hectic efforts to
1 p.M. increase our exports. Various

export promotion councils
have been set up and a committee has
already submitted its  report.
The recommendations of this

committee are under examination and
some of them have already been put l
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into effect. Therefore, we are giving
thought to all avenues of promoting
our exports.

But the problem is, in all these
things there is a time lag. These tiake
some time and there is always, as I
said, a little time lag, before we can
achieve a sizeable increase in our
exports, I agree that in the foreseable
future we will have to increase our
exports much more than what they
are now. I think we have about
Rs. 1,000 crores or about Rs. 1,200
crores worth of imports and about
Rs. 700 crores worth of exports and
I think in the foreseable future, we
will have to keep our exports round
about Rs. 700-800 crores. But as I
said in the very nature of things this
will take time and I think it will
depend wupon the co-operation, the
encouragement which the hon. Mem-
bers will give. 1 think speaking of
the future in a very gloomy way will
be rather depressive in its effect.

Similarly about the internal resour-
ces. The only point I would like 1o
refer in this connection is that it has
never been the contention of Govern-
ment that the raising of internal
resources is not difficult. All that we
mean when we say we are not worried
about internal resources is that
obviously in the nature of things,
whatever may be the situation, how-
ever difficult the situation may be, if
we have the co-operation of the House,
if we are able to encourage and rouse
the necessary enthusiasm in the coun-
try, we will be able to raise the resour-
ces in the country and the House
knows this because this House—the
thing must be green in the memory of
this House—this House a little over a
year ago gave the necessary power
and we have been able to raise
resources from taxation to an extent
of more than Rs. 100 crores. So what
we mean is that we have greater free-
dom of action so far as the raising of
internal resources is concerned. But
there is not that freedom of action so
far as external resources are concern-
ed. There lies the distinction between
the two. We do not under-estimate
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the difficulties of raising the internal
resources, but we cz.1 overcome them,
we can overcome these difficulties pro-
vided the House and the country give
us the necessary co-operation,

So also about deficit financing and
the subject of shvings on which Mr.
Shah made some points. It is true our
savings of late have not been doing
very well. But we have been trying
to step up the savings recently and at
the Finance Ministers’ Conference we
have tried to energise the State machi-
nery and asked for their co-operation,
to make it broad-based. But it is true,
still, savings are far dhort of what
they were last year, Actually during
the last two months, they have been
going up. It is our hope that 1f we
continue these efforts, we will be able
to do as much as we possibly can and
reach a better figure.

Now one word about deficit financ-
ing. With all respect to the hon.
Member, Mr. Bisht |

SHrr GOPIKRISHNA VIJAIVAR-
GIYA (Madhya Pradesh): Could we
not continue this after lunch?

Sarr B. R. BHAGAT: Sir, this is the
last point and I would crave the indul-
gence of the House only for & few
more minutes. I am winding up my
remarks.

Usually my hon. friend Mr, Bisht is
very congfructive in his remarks. But
somehow on this point of deficit fin-
ancing he feels somewhat doubtful; he
wants development with stability and
says deficit financing is creeping in
the corners or galloping and he has
expressed his fears. There are no two
opinions about the fears expressed.
But I would only try to join issues
with him and say that in the econo-
mic situation—leaving aside the food
prices which have gone up a Little—
when we consider the entire cost of
living, the prices of wholesale goods,
or the consumer goods, the general
tendency has been to stabilise. Every-
where in the world where develop-
ments have taken place taking the last

[ 9 DEC. 1957 ]

(Second Amdt.) Bill, 1964
1957

ten years—they have heen going up.
Compared to that picture, we can say"
that there has been the least element
of inflation. The difficulty is we are-
developing. There are pockets of
scarcity and there prices have been
going up in certain sectors. But by
and large, we have been trying to
maintain stability in the country.

One last word—not even point. T
agree that at all costs, the value of
the rupee has to be maintained and
[ want to take this oppor.unity to
make it clear that the Government
is determined to maintain the value
of the rupee what it is and this
measure is only to see that no such
danger to the wvalue of the rupee
occurs and materialises. The rupee
is very strong and sound and it will
be sound, because we are following
a sound economic policy at home.
The value and strength of the rupee
are determined by our internal
economy, by the general economic
situation in the country, the industrial
situation and so on. These are sound
and will be sound. Also nothing does
greater damage than this thought—
How are we going to pay back our
commitments? We are going to pay
back all our commitments and as a
country we have the reputation of
honouring and fulfilling all our inter-

national commitments, industrial,
economic and financial, and we will
maintain that reputation. And that
is the greatest guarantee to an out-

sider, that India as a country, as a
nation, as a Government, honours her
commitments and that will go to make
the rupee economically as sound as
necessary.

Dr. R. B. GOUR: Sir, may I have
one explanation? We are linked with
the sterling and if the sterling is
devalued, will that not affect our
rupee, in spite of the resolute desire
of the Government not to devalue the
rupee?

Surr B. R. BHAGAT: Sir, that is a
hypothetical question which there is
no point in considering.



11965 Reserve Bank of Indic [ RAJYA SABHA ]

SHrt AKBAR ALI KHAN: One
word, Sir. As regards the jewelleries
.of these princes and ex-rulers, since
there is not much of a market for
them in India, cannot these be sold
in the foreign markets and then the
money invested so that they may
bring some interest and we may profit
by that? 1 put it to the hon. Minister.

Surr B. R. BHAGAT: 1 will not
venture a ready answer to that, Sir.

Tre VICE-CHAIRMAN (SHrt M.B.

.JosHr): The question is:

“That the Bill further to amend
the Reserve Bank of India Act, 1934,
as passed by the Lok Sabha, be
taken into consideration.”

The motion was adopted.

Turg VICE-CHAIRMAN (Sur1 M. B.
.JosHI): Next we come to the clause
by clause consideration of this Bill.

Dr. R. B. GOUR: That we may fake
up after lunch.

Tre VICE-CHAIRMAN (Surr M.B.
-Josur): Very well. The House stands
.adjourned till 2-30 P.M.

The House then adjourned
at eight minutes past one of
the clock for lunch.

The House re-assembled after lunch
:at half past two of the clock, THE
VicE-CHAIRMAN (SHrr RAJENDRA
Pratap SinaHA) in the Chair.]

THE VICE-CHAIRMAN (SHR1
RaJENDRA PraTap SINHA): We shail
now take up the clause by clause

consideration of the Bill.

Clauses 2 to 4, clause 1, the Title
.and the Enacting Formula were added
to the Bill. v

\

Sur1 B. R. BHAGAT: Sir, I move:

“That the Bill be passed.”

(Second Amdt.) Bill, 1966
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THE VICE-CHAIRMAN (SHRI
RAJENDRA PrATAP SINHA):  Motion
moved:

“That the Bill be passed.”
Surt BHUPESH GUPTA (West

Bengal): Mr. Vice-Chairman, I did
not have the advantage of listening
to the Minister’s introductory speech
when this motion was moved in this
House but I have taken pains to read
it from the proceedings and I have
heard his reply to the speeches that
had been made. As far as this Bill
is concerned, all that I should like to
say is that half a loaf is better than
nothing. I think that this step should
have been taken much earlier. This is
what many economists in the country
and our Party have been demanding
all these years, because there has
been no justification whatsoever to
lock up so much sterling, so much
of our resources, in what is called a
currency reserve. Even today Gov-
ernment proposes to keep up to Rs. 200
crores worth of currency reserve 1n
foreign currency as a backing against
the note issue of this country. Yet,
the Minister in his speech said that
the situation is past when it is neces-
sary to link our notc issue with cur-
rency reserves abroad. I do not see
as to why in that case there should
be so much money kept apart in
foreign currency. It has been stated
in his speech that it is necessary to
meet certain contingencies as regards
balance of payments. Here again, we
are on fallacioug ground® If it is not
necessary to have any currency
reserve because our rupee, according
to them, is sound, then why should
we keep so much money in foreign
currency? The argument that it would
be necessary with a view to meeting
any exigencies in balance of pay-
ments shows that the Government
policy is not quite clear as to how our
foreign exchange resources should be
handled. What is important, there-
fore, in this context, is to have a clear
policy as to how we are going to
deal with our export and import
trade, which gives rise to balance of
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payments one way or the other, some.
times favourable and sometimes ad-
verse, I shall come to that point g
little later, but before that I woulq
like to ask the Government to leary
lessons from the experiences of the
past. 1 was not here in our country
‘when the Finance Minister was makin
one speech after another in this House
and elsewhere in justification of the
policies that he had been pursuinz ag
Minister for Commerce and Industry,
Those speeches do not convince mg
at all. It appears to me that faceg
with very stark realities, it is nat
altogether possible for them to gat
away rrom those realitles, and there.
fore they have totake some measures,
Yet, there is a tendency to cling ty
the past, to adhere to old theories ang
also to old practices, of which thig
present Bill is an illustration. Now,
I must say that Government is ag
the moment in a vacillating stage.
Previously they were quite clear that
their policy was right. When in thig
House we and others opposed their
policies with regard to our sterling
assets, hon. Members of the Treasury
Benches got up one after another ty
justify with a great deal of gustyp
the policy that they had been pursu.
ing. We have been warning from thig
side that this policy of theirs woulq
lead this eountry’s economy on to the
rocks; they would not listen to wug
because they thought that wisdom lay
only in the Treasury Benches. Now,
faced with the realities, they are today
doing a little rethinking. When the
TFinance Minister does a little rethink.
ing, he looks back to some of his olg
days. He thinks of the past rathep
than the future when the Seconcé Five
Year Plan is supposed to have placeq
before the country certain good objec.
tives. Trouble arises here. Therefore
yvou find that they are taking rathey
halting steps in this Bill. It clearly
indicates that their mind is yet to be
made up. I am sure that those whg
will be in Parliament three yeary
hence or four years hence will have
occasion to see that the Treasury
Benches are doing things in a manneyp
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modification. Well, the time taken by
them costs the people and the country
quite a lot.

Now, about the currency reserve, 1
should have thought that the hon. the
Deputy Finance Minister would try
and justify why Rs. 200 crores should
be kept apart in this manner, why
the whole idea of a currency reserve
in a foreign currency should not be
abandoned altogether. Now, these
ideas of currency reserve were
developed before the War and became
familiar with a number of bourgeois
economists. f[any of them sponsored
this idea; especially the British
economists expounded ideas of a cur-
rency reserve. But the background
today has completely altered. Even
so, they insist on a currency reserve,
mind you when their sterling is in a
precarious position, when they have
raised the bank rate, faced with com-
petition from rival capitslist countries,
especially West Germany. The stabi-
lity of the sterling itself is in doubt,
but they would not be very much
interested, they would not like the
idea of backing up their trade with
any backing in Indian currency. In
practice, this sterling reserve has
operated as a kind of lien on our
economy in favour of Britain. I would
like the Government to deny this.
Now I know that all kinds of argu-
ments will be put forward to rebut it
but everybody who is familiar with
the trend of economic thought in
England, who cares 1o read their
Financial Times and other financial
organs of the City of London, knows
that they view this matter from the
point of view of what they call their
‘enlightened self-interest’. This is how
they view this matter. They don’t
have any altruistic thought about it
but in our country we find our Minis-
ters trying to justify the need for
maintaining such reserve as if unless
and until such reserve was maintain-
ed, our economy would be faced with
difficnlties and our foreign trade
would be in a precarious or difficult

which would require rectification oy ; positien. RN
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We are not prepared to accept this.

This is an outmoded theory. Many
economists—I am not talking about
those who believe in the socialist

economy or Marxist economy if you
like but many other bourgeois econo-
mists of progress—think that a
currency reserve of this kind
is unnecessary, is a kind of
luxury which an ° Indian
economy cannot afford today. I have
come across articles published in the
AI1.C.C. Economic Journal or else-
where, by the Congress leaders, by
writers of Congress persuasion, even
by some leading Congressmen, who
had maintained that this foreign cur-
rency reserve should be altogether
scrapped. I have not yet come across
a very valid argument against that
position, against that point of view
that the currency reserve abroad in
Sterling should be scrapped. I don’t
know whether while publishing such
articles in the AJIC.C. Economic
Journal the Editor of the journal had
any particular view. In any case he
had not cared to present any counter
arguments against that view. 1 there-
fore assume  that the arguments
advanced in that journal have certain
validity with that journal and the
journal had been hard put to give
counter arguments. In any case 1
have not come across any which says
to the contrary. Therefore this is an
outmoded theory. I say clearly that
shis idea of currency reserve abroad
is an outmoded theory. The question
will arise ag to how do we handle our
trade if we don’t have the currency
reserve? It will Dbe also said that
unless and until we have the reserve,
people will not have confidence in our
rupee and naturally we will stand to
lose by that. This kind of argument
is moth-eaten. This we have been
hearing for a long time since the time
of Josiah Stamp and other financiers
of British capital and we have too
long been treated to such facile argu-
ments. But today we are an indepen-
dent country. We have taken to the
path, as they call it, of independent
development of our economy, We
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function according to our laws of the
land. We are developing irade with
other countries and not merely con-
fining to countries of the British Com-
monwealth, although the bulk of our
trade goes there even today, but the
irend of development is surely in
certain other directions as well. We
are also trying to build our economy
on some better foundations, that is
to say, we are interested in building
our heavy industries and other indus-
tries although the Finance Ministr
could like to have this process
crippled and then reserved.
talking about the objective that is
before the Plan. At the same time
we are pledged—I am talking of the
commitments of the Government—to
bring about an improvement in the
economy. Why then must we stick to
the currency reserve in England?
What is the need for it? Am I to
understand that unless and until we
have this reserve, the Ilegitimate
trade that is in our interest as far as
Britain and India is concerned, wilt
go under or will suffer? Am I to
understand this? If so, let the Gov-
ernment state it. I think that the
trade with Britain is such that brings
more profit and advantages to Britain
than to India and I think that if
Britain wants to take any retaliatory
or rigid action over this matter, they
will think twice before they take such
action because it is they who would
stand to lose more than we stand to
gain. This is the position today. Now
the hon. Minister should be aware of
the bargaining position which the
Government enjoys today Vis-a-vis
Britain. I am aware of the economic
ties. At the same time we should be
aware of the economic difficulties
which the British economy is facing.
Today they will not easily think of
taking action or restricting the kind
of trade that we need for our develop-
ment purposes when they know that
there is going to be European Com-

I am not

mon Market which threatens the
British economy, when they are
facing competition from West

Germany in the West and from Japan
in the East. These factors are there.

first -
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They are finding themselves in an
extremely difficuit position to hold
their ground They are "1 a weak
position All that I say 1s, in the
world economy as 1t 1s now, Britamn
15 1mm a weak position Therefore
Britain would not be 1n a position to
take some retaliatory action or to
behave unreasonably over the ques-
tion of currency reserve This has to
he understood clearly What 1s the
harm 1n taking advantage of such a
situation® Why should we not do 1t?
Britain takes advantage of the situa-
tion The US takes advantage of a
situation and as far as West Germany
1s concerned, 1t 1s taking advantage of
the situation 1n which the world 1s
today Why should not we take
advantage? This 15 the question that
I put to the hon Minister I hope
the political consideration will not be
brought 1n here We are thinking in
terms of economy, we are thinking
in terms of economic co-relation We
are thinking i terms of how we ran
press the interest of our economy 1n
the world market agammst the odds
that are there That 15 how we view
this matter Therefore 1 say this
outmoded theory should not be given
any quarter I don’t think that 1t is
gomng to serve any purpose I accept
that only small funds will be locked
Then the question arises, having
locked up 200 crores worth mn Sterl-
ing, 1t all depends on how you are
gomng to use 1t, if vou are gowmng to
use at all It 1s said that 1t 15 necessary
to meet emergencies What kind of
emergencles have to be met by that?
Government should make 1t clear 1s
it for luxury, 1s 1t for generositv or
gs a gesture to Britan® If 1t is so,
let them say that 1t 1s only as a
gesture because we have been closely
tied with Britain that we want to
keep some monev with them Or 1if
you say that i1t 13 meant primarilv to
meet certain emergencies, Govern-
ment owes an explanation to the
country as to what are the emergen-
cies likely to arise which are to be met
from the funds so separated or <o
earmarked”? Government should give
an explanation The hon  Minister
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has said something which does not
explamn anything at all Some kind of
generalities he has indulged in Situa-
tion 1s such that you need to be a
little more conciete, talk in concrete
terms We should be a little business-
bke mn your speech rather than a
vhilosopher 1n your utterances This
15 what the situation demands I am
afraid even from the Deputy Finance
Minister we have not got that kind
of approach over this matter

1772

Before I touch other points, I would
Ike to say that regarding this money,
since the Bill 1= going to be passed,
vou should make 1t a point to see that
not a penny out of this reserve 1s
utilised 1in the future for strengthen-
mg the private sector in our economy,
that 1s to say, the monopolist elements
m our economy Because I would
not like the reserve to be utilized for
meeting the balance of paymeuts to
satisfy Messrs Birlas and others This
1s what I would like to make very
clear I can understand 1f some
money 1s set apart to be spent—and
1t should be spent—for developmental
purposes Here, I would ask the
Government to ensure that these funds
are utilised for the development of
the heavy 1industries 1n the public
sector It 1s the public sector that
should have a precedence over these
funds that are being set apart This 1s
my suggestion because I fear that
these moneys will be utihsed again
for meeting the deficits of the balance
of payments or for financing the trade
which 1s not always 1n the interests of
the country, at any rate, for the
development of our economy This
hag been our past experience and
there 1s no denving the fact that the
foreign exchange crisis 1s the creation
of the past policies of the Government
I have heard some Minmsters speak
about 1t Some of them trv to deny
it I read an article by Mr Iengar
i the Financial Times India Survey
In that article, he had quietly admitted
that under Mr Krishnamachari—he
did not name him, under his regime,
he was the Secretary of the Com-
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merce and Industries Ministry—there
had been continuous liberalisation of
imports This liberalisation of imports
which had been indulged in by him
as the present Finance Minister and
formerly as the Commerce and Indus-
tries Minister, has largely contributed
to the creation of the present foreign
exchange crisis There 1s no harm if
the Government admits 1ts mistakes
All men are lable to 1t Even the
Treasury Benches are not denying this
thing If you have committed certain
mistakes, then you should own them
and learn from them We ask you
whether you are prepared to learn
If you do not show the inclination to
learn, then we shall say, you are
adding crime to crime, one crime to
another The first crime 1s that you
committed a mistake and the second
1s that you do not own your mistake
This 1s how we shall view this matter
Therefore, I think that we must learn
something out of 1t !

Mr M C Shah who has been
pushed a little behind now for no
fault of his, I believe—and I have
all sympathies for him—has given a
very sad picture of the economy He
has dealt with the figures with regard
to foreign exchange and he 1s fairly
well on this subject And 1t always
appears to me that the moment you
are out of the Treasury Benches, the
better you speak He has done a good

job 1n his speech But, at the same
time, he says, “I do not find fault
with the Government” Why do you

find fault with him? Who 1s responsi-
ble for the foreign exchange crisis?
Is the Opposition responsible for
creating the foreign exchange crisis?
Who has created 1t? Sir, this kind of
crisis 1s a very material thing Who
can make and unmake such a crisis?
Who are the people behind 1t? If 1t
1s the British, tell us that 1t 1s the
British If 1t 1s you, then admit that
you have done 1t If 1t 1s both, then
say, “We both have created the
foreign exchange crisis” You must
find the source and then you must
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crisis was created and who was res-
ponsible for 1t I can understand the
embarrassment of finding out the
persons responsible for creating the
crisis, because that will be embairas-
sing for the Government But certain-
ly, you can find out the causes and
the policies that led to that crisis.
What 1s the harm there?

Therefore, I say that the whole
policy with regard to the foreign
trade and relation with the foreign

economy 1s to be reviewed today It
1s essential that we review 1t and
review 1t boldly because you cannot
hide the fact that we are in the midst
of a serious situation created by cer-
tain policies of the Government Of
course, 1in this matter, Britain and the
United States of America have their
part to play But I am talking about
the Government Today they must
discuss this and 1t 1s essential that
they go into that a little deeper than
they have done It 1s very important
You cannot meet the situation until
and unless you review your foreign
trade and make drastic changes in
the handling of your foreign trade
We can handle our foreign trade 1
a manner that would minimise the
foreign exchange crisis It 1s possi-
ble, 1t 1s not at all impossible But
that requires a little change of po'licy
and there, the Government refuses to
make any fundamental changes in the
policies that they pursue I ask themr
to think about this matter and make
the necessary change I would ask
them, why the Birla Mission was sent
in that manner abroad? It went there
for financial transactions and we have
known the results Assuming that the
Birla Mission succeeded even in 1ts
objectives pursued abroad, am I to
understand that the foreign exchange
crisis 1s going to be solved” Their
whole scheme 1s one of inviting the
foreign private investor in the private
sector so that, together with him, they
can be strengthened Mr Birla has
got hundreds of crores India’s
economy 1s developing or 1s about to
develop and he should release those
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hundreds of crores and not mmvite the
foreigner to invest He wants partner-
ship with the American, West German
and the British investors Now, 1t
you allow these people to come 1n,
then again there will be a dramn on
your foreign exchange resouices
because they will take away the pru-
fts  They will remit money earnea
as profits out of this country and this
1s being done even today on an alarm-
g scale They want to accelerate
that process

Here, I would like to know agamn
from the hon Deputy Minister whe-
ther he would enlighten us on this
fact—how much foreign exchange did
the Birla Mission cost? Sixteen or
fourteen gentlemen of the big money
with the blessings of the Finance
Minister toured the western world
The Mission knocked from doo- to
door 1in England, America and West
Germany and csme back empty-
handed I would hike to know the
Mission’s cost, because 1t was a magni-
ficent circus or big millionaires, ‘with
all the blessings of the Government
At the same time, we do not know
how much 1t cost in foreign exchange
Nothing, we have got nothing out of
that which 1s of interest to our econo-
my except certain sermons, ce:tain
lectures, certain pressures, certain
dictations to our economy Buti, at
the same time, we know that we have
been ‘minus’ some of our sterling
and dollar reserves because these
fourteen gentlemen toured the US A,
England and other countries of 'west
You should tell us how much this
has cost you

Now, 1f they have succeeded in the
plan, 1t will not ease the situation it
will aggravate the crisis Even though
temporarily, 1t looks as if the situation
has eased, ultimately, 1t will lead to
even greater deterioration in the
entire economic situation berause
foreign 1nvestments in our country—
capital investments and equity capital
mvestments—would result 1in the
deterioration of our economy and its
diversion from the right developmen-
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tal channel and in draining of the

resources of the country This 1s the

plan—long-term plan—of the Birla

Mission and this has to be kept 1n

view

They want to u*ilise the foreign ex-
change difficulties for their own ends,
for strengthening their position, for
checking the development of the coun-
try’s economy of independent trade
and for inviting the foreign capitalists
with whom they want to come 1n
parinership We are opposed to this
rvrocess This process has to  be
changed 1n the interests of conserving
our foreign exchange reserves and in
the interests of properly handling the
foreign earnings of the country, for
the development of our economy and
for the reconstruction of the vital
sector of our economy This 15 what
I say very clearly

Now, Sir, this 1s one aspect of the
matter because you know that the
balletins that have emanated from
the governmental or semi-govern-
mental agencies clearly indicate that
the mvestment by foreign capitalists
1s growing side by side with the
remittances abroad Now, we are In
the midst of a foreign exchange crisis
We are called upon to make supreme
sacrifice The people aie harangued
that they must make sacrifices At
the same time we find the Govern-
nent have entered into an agreement
with the United States, which 1s called’
the Indo-US Investment Agreement
in which they give guarantee for
remrttances and all kinds of advan-
tages to the foreign investor There
18 no restriction whatsoever to 1t or
the foreign remittance which 1s going
on '‘ncreasing year after year I would
like to know from the Government,
what comes in the way of putting
restrictions? They will at once say,
“This 1s not our policy We are a
A~mocracy” We are a democracy
Well, I think that the word’
‘democracy’ should not bhe
misused in that manner.
Recause we are a democracy, there-
{fore we must act according to the

3 rM
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wishes and the interests of the people,
and the interests and the wishes of
ine people demand that the remt-
tances abroad should be drastically
restricted, 1f not altogether stopped
You can put a moratorium at least for
the time bemng Why aren’t we put-
ting some moratorium on remittance»
abroad? They will say that the
Joreign mmvestors will not come Well,
we do not want these foreign private
investors to come to this country We
want loans and assistance We want
export credit and all that But we do
not want another set of foreigners to
come to this country and dig in our
economy and earn profits and take
them out of the country Now, Sir,
as far as we are concerned, we are
absolutely clear about 1t, and we stand
on a solid ground But as far as the
Government are concerned, they are
afraid that if they adopt such
measures, Birlas and others will be 1n
difficulty and the foreign investors
will suffer I think that our econom
should not be guided by considerations
such as these, because 1if you stop
remittances and 1f they do not send
mvestors, we do not stand to lose any-
thing We can negotiate in the world
‘market for loans and assistance at
reasonable rates of interest We can,
on the strength of our economy—and
that strength should always be deve-
loped—negotiate for import of machi-
neries and other things on the basis of
~ deferred payment and credit or against
rour exports  This 1s how we should
proceed There should be a change
in the entire approach I do not say
that the whole thing you can do over-
night It takes some time It will
take time especially under this Gov-
ernment But then some beginning
has got to be made

Now, Sir, the hon Minister has said
that he believes i the promotion of
export trade We have heen hearing
*this fine talk about promotion of
export trade for some time now How
much promotion has taken place
actually, we would lke tfo know
*Their 1dea of promotion of exg
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| trade 1s to encourage some big

| capitalists in the private sector to
| develop markets But here the thing
1s entirely left 1in the hands of the
capitalists and the Government does
not come 1nto the picture as far as our
export trade 1s concerned Today, you
must realise that the world 1s divided
In one part of the world you have
monopolists dominating the economic
scene and 1n another part of the world
vou do not have monopolists, but you
have socialised sectors of economy and
the Government are alone handling
the trade Therefore 1n order to
develop export trade 1t 1s essential
for you, even from the point of view
of practical expediency, to make some
basic change 1n your trade policy
What I mean 1s this that the Govern-
ment must deveélop export trade under

itself, 1n the public sector, and the
Government itself should be the
agporter of certain commodities 1n

such markets which offer advantages
to us Now this 1s very important
today If you do that, then I think to
a great extent our foreign exchange
difficulties and crises will be solved
And I think the Government should
take certain measures in this direction
Well, I am told, and I read 1t in the
press also that the Government 1s
thinking along these lines, and some-
times, some Corporation 1s also set up
to go 1n for foreign trade But I would
like to know from the Government as
to why the Government 1s not chang-
ing 1ts policy i1n order to take over
the foreign trade in export materials
from those who are controlling 1t now
Our jute, our tea and certam other
commodities are there 1n which we
can easily develop foreign trade under
the State sector Of course, the big
capitalists will get annoyed if we do
so and the foreigners will get annoyed,
but 1t 1s better to annoy them than
to annoy the millions of our country
by allowing the capitalists to hold our
country’s economy to ransom This 1s
what I would like to say From what
ever angle you judge this 1ssue, 1t 1s

essential to have the State sector 1n
export trade with, for instance,
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other countries having socialist
economies, because there the trade 1s
in the hands of the State The Gov-
ernment-to-Government level trade 1s
essential The matter cannot be left
m the hands of private people It 1s
also better for the Government to
come into the picture because the Gov-
ernment is always 1n a betier bargain-
ing position than private individuals
or caprtalists Of course, I do realise
that there will be some pressure by
the private capitalists to see that the
Government of India does not adopt
such a policy You will see, Sir, that
there was an embargo on trade on the
pari of the Wesiern counfines with
China, and 1n spite of the American
embargo, France, Japan and even
England, are stealthily developing
trade with China Notwithstanding
the embargo, the Gowernment-to-Gov-
ernment arrangements exist there
We also find, Sir, France declaring
itselt for a greater volume of trade
with China and England going through
the back door and developing trade
with China, because they think it 1s
necessary for them to develop trade
with such countries Therefore, 1f the
Government comes mto the picture as
far as export and import trade 1s con-
cerned, for a time there may be resist-
ance or a show of resistance, but on
the whole 1t will not be possible for
Bri*.. 1 and other countries to continue
without such trade It 1s 1n the
interests of all to have bilateral or
multilateral trade agreements of this
kind This 1s what I would say
Therefore, Mr Vice-Chairman, I would
urge upon the Government to consider
this point and see the importance and
urgency of developing trade—foreign
trade—under the public sector And
any promotion of trade cannot be done
in the world market until and unless
the Government itself becomes the
greatest promoter If you allow things
in the hands of monopolists, they will
promote their own interests, not the
interests of the country Incidentally,
you may have some accumulations in
{foreign exchange on account of their
trade, but they will be guided by
their profit motive. thev will be
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guided by their own interests and by
their own self-interest Therefore it
will not be advisable to rely on them
anc to leave the Initiative and leader-
ship 1n the hands of big capitalists
Is 1t not a fact that when they weie
getting import licences freely, these
gentlemen of the big money utilised
to their own advantage these licences
to import such machineries as need
not have been imported at that time,
and ran through to the bottom of
barrel our sterling and other reserves
and faced the country with a fait
accomply of that kind? I would, there-
fore, urge upon the government to
retrace thewr steps and 4o leave no
mitiative whatsoever in  their hands
and speedily develop the public sector
in our foreign trade We have seen
how other countries by taking our
foreign trade have improved their
position i the external market Why
cannot we do that We are a vast
country Qur prestige 15 high abroad
and we are in:a certain advantageous
position also from the pownt of view
of economic relations than other coun-
tries So, why cannot we do that?
Therefore, the Government must give
up the present policy of leaving things
to the capitalists and allowing foreign
and Indian monopolists to dominate
the foreign trade and create foreign
exchange crisis and difficulties Al
these difficulties are their own creation
to strengthen their position 1n the
economic field and to retard the deve-

lopment of the country’s economy
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Then concessions Here 158 a measure
to reduce the foreign currency reserve
abroad At the same time concessions
are bemng offered to the foreign
capitalists by the Government Mr
T T Krishnamachari has been mak-
mg speeches He 1s perhaps the most
talkative Finance Minister the world
has ever had

(Interruptions )

SHr1 SATYENDRANATH  BOSE
(Nominated)* On a point of order, Sir,
1s Mr Bhupesh Gupta addressing the
House on the third reading of the Bill?
Let us look up the rules on the subject
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Surr BHUPESH GUPTA: I am very
grateful to my friend Mr. Bose who
sought enlightenment whether I was
addressing at the third reading stage
of the Bill. I thought he would be
knowing the stage in which he is. As
far as I am concerned, I am asking
the Government how to handle the
situation. Well, apparently, he is
satisfied with the situation. If he is
not satisfied, if he is not so cock-sure,
he would have been sitting on our
side. What I am asking the Govern-
ment is how to handle the situation
today. My point is that this Rs. 200
crores reduction itsel? is well over the
very limit. I am suggesting certain
steps which should become con-
comitant of this measure. I think you
may consider this advice and see what
is right and what is wrong. Therefore,
it is quite relevant to the third read-
ing stage. He is a very experienced
parliamentarian but he has spent most
of his time in the Assemblies under
the British rather than here.

Now, we are in a difficult position
and we are told that we should lend
everything to the government to tide
over this crisis. Therefore, I say these
concessionsg will not do, concessions to
foreigners will not do and concessions
by the Government to the monopolists
abroad will not do. Mr. Krishnama-
chari is making too many concessions.
He has all along been speaking about
concessions. I think he is after ruin-
ing the economy of the country. The
manner in which he speaks, it looks
as though he is the greatest suitor of
the big monopolists abroad and I
think that he has outbid everyone in
the flirfations that are going on. I
think that will not help because, even
if the foreign capitalist came forward,
that would ruin the economy of the
country. Therefore, turn away from
this policy and say that no concession
of this kind would be offered to the
foreign capitalists. On the caontrary
we should concentrate to preserve our
foreign exchange reserve. This is
what I would like the Government to
consider.
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Now, Sis;, with regard to internal

risources I do not want to go into
the details very much because I would
not like to irritate or tire Mr. Bose
who has got somewhat confused about
the discussion. But it seems to me
that it is by augmenting internal
resources that you can improve the
situation and whatever currency
reserve is necessary, we can hold it in
our own country. Our rupee has got
a great name abroad. It is acceptable
in other countries, especially in a
number of countries in South-East
Asia. If this is done, why are we
going to have currency abroad? We
can have some reserve, if at all neces-
sary, at home, in gold or certain other
securities, at home, and not abroad.
Even at home we can reduce it,
because the standard of the rupee or
the validity of the rupee depends not
so much on how much currency
reserve we hold, either abroad or in
our own country, but on the general
health of our economy. We have
known a number of countries which
have been able to meet a similar crisis
without foreign exchange reserve,
without currency reserve. We have
also known a number of countries
which have done very well without
any currency reserve at home. Now
these things have got to be taken
into account and I would not like the
Government to be carried away by
certain outmoded, back-dated economic
ideas. Now the foreign exchange gap
is wide. We require foreign resources
for the Plan. Calculations have all
gone wrong. Therefore exertions have
to be made in a number of directions
and these must become big exertione.
That is what I would like the Gov-
ernment to do.

Now, I would suggest again, finally,
that we should not allow remittances
of this kind to be sent abroad today.
When I was going abroad I was told
that I could not take more than £10.
I liked it. I did not oppose it. I took
just £10. But when some British
firms send crores of rupees abroad,
well, they are allowed to do so! Well,
it is a discrimination against your own
countrymen, against a poor man like
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me, and others, but it is open fo the .
British firms. They can send any
amount they like. There 15 no res-
triction whatsoever. There is no
Reserve Bank Regulation. There is
no currency regulation, nothing at all,
but when we go, there is restriction
and there may not be the same res-
triction in the case of Indian capita-
lists. I think Mr, Birla and others
should be asked to spend more money

in the country rather than allow them !

to go abroad and spend foreign
exchange. I say there you must
strike. The foreign investors should
not be allowed to send money. We
must mobilise these funds for meet-

ing the requirements of the Plan.
That is most important today. 1 think
these things the Government should

discuss. Why the Government have
not discussed with us? We are told
that the Five Year Plan is in the midst
of a crisis. We are told that the
foreign exchange position is critical.
We are told that the people must help
the Government to pull through the
crisis. At the same time when our
Party makes a request to the Govern-
ment to have mutual consultations,
when we want to compare notes and
have some understanding with them,
with other competent people, s¢ that
collectively we can arrive at a decision
and find a national solution, our pro-
posal is brushingly rejected. We are
extremely sorry that our proposals
for a conference to discuss the whole
situation, to devise ways and means
of meeting the situation, should have
been so brushingly set aside and
rejected by the Government. That is
why I say that you all are liable to
the charge that you seek a partisan
solution to your problems, that you are
consulting only that section of the
capitalists who are at your back and
call, with whom you can get on well,
and that you are not interested in
listening tp others who may have
divergent points of%iew but still have
certain suggestions, concrete sugges-
tions, to make. I think it is causing
demoralisation, and a foreign exchange
crisis is far better, I believe, than the
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in the countrymen. Once demorali-
sation goes on increasing, no crisis can
be faced and no crisis can be fought.
It is the people who by their com-
bined experience and by putting their
heads together, can find a solution to
the problem such as it is. It is not
by taking unilateral decisions, partisan
decisions, or backdoor decisions with
the millionaires that you can seek a
solution to the problem. We have
seen that all your dependence on the
Birlas has produced nothing. The
Finance Minister and Mr. Birla were
together in the United States and
moved hand in hand. One made a
speech to praise the other and the
mutual admiration society was in full
swing. Both sought the cooperation
of the United States and inthe bar-
gain we have got only dictation, most
insolent dictation, on our economy.
That way a solution does not lie. I
would therefore appeal to the Gov-
ernment, even at this late hour. We
do realise the importance of the situa-
tion, the seriousness of the situation,
that it is essential for you not only to
pass measures on these lines but to
hold consultations with, the parties in
the Opposition, with  other eminent
economists and other people who can
render advice in such matters and
give a solution. But the decision is
in your hands, It is not the Opposi-
tion that takes a decision in this
matter. It is always open to you to
accept certain advice and reject others.
Nobody is going to compel you. But
1 think you should listen to their sug-
gestions. We discuss these things
here, it is true, but it is not the place
where we can clinch business. The
dscussions here take on a particular
character. If we sit across the table
and discuss things, discuss things not
from the point of view of trotting out
arguments for and against but from -
the point of view of finding a solution,
I think better results would follow. I
am pained to hear that even the Prime
Minister who is more conscious of the
crisis, does not want discussions of
this kind. Therefore, I do not know
how much will be gained by this Bill.

demoralisation that you are creating ' I wish you luck so far as it goes, but
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a good measure in bad hands promises
very little, and what I want to see,
what we would demand, is that you
should really change the policies of
the Government that lie at the root
of the foreign exchange crisis. It is
the big business who say that there is
a foreign exchange crisis. They are
deliberately, purposely and inten-
tionally accelerating the foreign
exchange crisis, in order to create a
panic in the country, in order to see
that they get ahead with their plans,
in order that they could invite the
foreign investor into this country, con-
trol our economy and further influence
the policies of the Government. We
are not any party to this big business
slogan that you must keep this
reserve. I think we have enough
resources in material and man-power
to face this situation and save the
crisis. If all the parties will sincerely
and patriotically address themselves
to this task of finding a solution to the
problem, I think that a solution could
be easily found. Therefore, Mr. Vice-
Chairman, I would appeal to this
House not to be carried away by this
big business slogan, because they have
a purpose; they use this to bring in
more exploiters into the country and
strengthen their own position. We
must warn the country against this.
We can meet this situation. I hope
that the Government will develop
this mentality. I think the time is
past when the Birlas can offer any
solution to the Finance Minister. I
think that the Finance Minister must
change his policies and outlock in the
matter, as our economy would suffer
if he is allowed to get on in the way
he is going. Thank you.

Sart B. R. BHAGAT: Mr. Vice-
Chairman, Sir, I think that in a few
minutes more the hon, Mr. Gupta
would have touched the one hour mark
and I think it would have
been

Suar1 P. D. HIMATSINGXA: He has
just returned from Moscow.

Surr B. R. BHAGAT: ... a substan-
tial achievement for a third reading
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speech even for him. I think he has
also been away, while the Finance

Minister was away; he was away to
some other quarters, and I think it is
no surprise that he has brought a lot
of inspiration and a lot of steam
which he had collected there.

Surt BHUPESH GUPTA: 1 have got
nothing compared to Mr. Krishnama-
chari’s inspiration.

SHrI B. R. BHAGAT: He has chosen
the very first opportunity to let off
that steam. It is a pity that he could
not participate either in the first read-
ing or second reading; otherwise he
would not have attempted to convert
the third reading stage into the first
or second reading stage. I am sorry
I cannot oblige him, because most of
the points that he has raised have
already been raised by some hon.
Members and replied to by some other
hon. Members. Both while making
my speech and in my reply, I have
replied to most of the points that he
has chosen to raise, like the foreign
exchange situation. He asked for a
precise statement of Government's
policy about the present situation. I
think that oddly enough we agree and
I have said it, although not in that
express term, that jargon which I
cannot use, that it is wrong to say that
there is a crisis in the foreign exchange
situation. Difficulties are there, but
those difficulties were envisaged even
when the Plan was framed. Even at
the time of the framing of the Second
Plan a big gap in foreign exchange
requirements was envisaged. So, it ir
neither a  crisis that has developed
immediately nor a crisis that has been
aggravated according to the hon.
Member by the import policy. It is a
situation which is quite natural, when
the country is embarked upon a deve-
lopment plan of this nature. So, all
the points that thq hon. Member has
raised have been amply covered. The
need for introducing an element of

flexibility is there. He asked the
ephemeral question, ‘Why  this
reserve?’ I did not follow the content

of that question. Perhaps he questions
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the wisdom of locking up in foreign
exchange reserve resources to the
extent of Rs. 200 crores. Of this,
Rs. 115 crores is in gold and Rs. 85
crores in foreign assets which in a
time of emergency could be drawn
upon. I do not know what the hon.
Member means. I think it is more
prudent to have some such thing for
any emergency when it could be
drawn down as we have done in the
present Act. ‘
L .
As regards the question of foreign
investment, he vaxed eloquent over
this matter. He asked how much
money the Birla delegation spent out-
side. I do not know, but some of our
public men like to be guests of foreign
governments. I do not know how
much money they have spent. If the
hon. Member asks a question, it it is
available, we will collect it and give
him. But it is not a very big sum.
That is not a very big issue. I know
that the hon. Member does not like
private foreign investment, but the
Government have a definite policy
and that policy has, from time to time,
been amplified and precisely stated by
senior Members of the Government.
1t is not anything over which the hon.
Member need worry himself or need
let off so much steam. 1 think
that there is nothing that the hon.
Member has said in his long
unusual third reading speech that
needs any definite reply. All the
replies have been given before, I only
wish that he had participated earlier
so that he could have been more pre-
cise in his points which could have
been taken care of and replied.

Surt BHUPESH GUPTA: I would
like to ask a question whether it is a
fact that reccntly the Government
have increased the allocation to the
private sector for the purpose of their
imports of maciiinery and other things
by Rs. 100 crores?

Sarr C. P. PARIKH: It is the
reverse.

Sasr B. R. BHAGAT: Sir, I do not
know wherefrom my hon. friend gets
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this information about this matter of
allocation. Firstly I don’t think it is
true, the insinuation is not correct.
These allocations are made in the
Licensing Committee or the Capital
Issue Committee of the Cabinet. The
matter goes to the Cabinet. There it
is carefully scrutinised and I think
even if there 1s a tendency it is in
the reverse direction to the one point-
ed out by the hon. Member.

THE VICE-CHAIRMAN (SHRL
RAJENDRA PraTAP SINHA): The ques-
tion is:

“That the Bill be passed.”
The motion was adopted.

THE OPIUM LAWS (AMENDMENT)
BILL, 1957

Tae DEPUTY MINISTER oF
FINANCE (Sarr B. R. Bracar): Sir,
I move:

“That the Bill further to amend
the Opium Act, 1878 and the Dange-
rous Drugs Act, 1930, as passed by
the Lok Sabha, be taken into con-
sideration.”

Sir, this is a simple and non-corm-
troversial Bill which has become
necessary as a result of a decision of
a High Court. The definition of
‘opium’ as given in the Opium Act, 1878
and the Dangerous Drugs Act, 1930
includes “the capsules of the poppy”—
in botanical language Papaver Somni-
ferum L. Until recently, the view was
held that the crushed capsules of the
poppy were also covered by this
definition in the two Acts. This was
also the view expressed by the Nag-
pur High Court in a criminal case
which came before them. But in
December 1955, a Division Bench of
the Punjab High Court held in three
criminal appeals that the crushed
capsules of the poppy commonly
known as poppy husk or bhuki do not
come within the scope of the defini-
tion of ‘opiuin’, as given in the two
Acts. As a result of this decision, the
State Government are not able to
exercise any control over the import
into and sale in the State, of poppy



