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Utilisation of Foreign Exchange
Reserves

659. SHRI C. N. VISVANATHAN:
Wil] the DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE be
pleased to state:

(a) the amount of foreign exchange
reserves of our country;

(b) the precise modality in which
such reserves have been used positive-
ly for our developmental efforts; and

(¢) whether it is a  fact that non-
utilisation of such reserves to the
optimum extent has resulted in a gain
to the foreign countries at a very high
price for lack of a dynamic policy?

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE (SHRI
SATISH AGRAWAL) : (a) India's
foreign exchange reserves (excluding
gold and Special Drawing Rights)
amounted to Rs. 5141.51 crores as on
9th February, 1979.

(b) A series of measures have been
taken by the Government to utilise
the foreign exchange reserves fruit-
fully with a view to enhance the rate
of growth of the economy and to main-
tain reasonable price stability. These
include :

(i) Import policy has been pro-
gressively liberalised and relevant
procedures simplified with a view to
improving utilisation of existing and
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establishment of new industrial ca-
pacity while taking care that indi-
genous industry is not hurt. Actual
users (a major category of licencees)
are now entitled to automatic licen-
ces for import of industrial raw
materials, components spares parts
(except restricted and banneq items)
within liberal limits. The Open
General Licence list has been subs-
tantially expanded to include, among
others, leather machinery, garment
and hosiery machinery and a wide
range of machine tools. Provision has
been made for imports on a global
basis of capital goods and machinery
for 14 specified priority industries to
remove bottlenecks in speedy com-
pletion of projects. Canalising agen-
cies are being provided foreign ex-
change on a liberal scale to enable
them to service the needs of their
clients for imported canalised items.

(ii) Increased plan outlays and a
general step up in demand have
resulted in enhanced requirements
for important commodities like steel,
cement, cotton, fertiliser and ferti-
liser raw materials, non-ferrous me-
tals, etc. Foreign exchange reserves
have been liberally utilised to aug-
ment domestic supply of these inputs
and this has helped maintain the
tempo of development.

(iii) A special facility has been
established to enable intending im-
porters of capital goods to obtain, on
reasonable terms, rupee funds with
which they can purchase the requi-
site foreign exchapge.

(iv) Price stability is an impor-
tant condition for sustained econo-
mic grow!h. Government has, there-
fore, been importing consumer com-
modities which are in short supply
in the domestic market such as edi-
ble oils.

While it is too early to estimate
accurately the amount of foreign
exchange likely to be spent as a result
of the above measures, the provi-
siona] value of imports during
April-November, 1978 is Rs. 4121.02
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crores as compared to Rs. 3400.11
crores in the same period last year.

(¢) No, Sir. Utilisation of foreign
exchange reserves has to be necessa-
rily considered in the medium term
perspective. A series of steps as above
have been taken by the Government to
utilise the foreign exchange reserves
productively and in keeping with our
overall plan objective of sustained
growth with price stability.

Our foreign exchange reserves are
not very large keeping in view the
sizeable impact which adverse mon-
soon conditions can have on our agri-
cultural and food production, lack of
secondary line of reserves, substantial
increases in the price of crude oil and
industrial imports, and the protection-
ist environment and  recessionary
trends in the developed countries
which can lead to slowing down of
exports. A comfortable level of for-
eign exchange reserves is necessary
for imparting stability to our deve-
lopment and import policies.
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