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12 .23  H R S .

MOTION RE: INDIA’S EXTEND-
ED ARRANGEMENT WITH i HE 
INTERNATIONAL MONETARY 

FUND

MR. SPEAKER: The House will 
now take up consideration of the 
motion regarding India’ s extended 
arrangement with the International 
Monetary Fund, to be moved by Shri 
R. Venkataraman.

Shri R. Venkataraman.

SHRI CHANDRAJIT YADAV 
(Azamgarh): On a point of order, 
Sir, before the Finance Minister rises 
to initiate this debate or discussion, 
you would remember that when first 
the Finance Minister made a state-
ment in this regard, on that day we 
had asked that to facilitate a proper 
discussion in this House he should 
produce all the documents relating 
to this loan and on that day you were 
kind enough to say that the Finance 
Minister would place all the papers 
i elating to that in the library, but we 
are sorry to say that the papeis which 
have been placed in the library are 
not the entire papers. T he most 
important thing is the conditionality; 
we wanted to know which are the 
conditions under which the loan had 
been agreed to. I would like that 
before the discussion starts, the 
Finance Minister makes this House 
fully aware of the entire conditions 
and the agreements relating to the 
conditions of this lean.

MR. SPEAKER: Let us see.

SHRI CHANDRAJIT YADAV: 
What should we see ? He had as-
sured the House on that day, but he 
has not made available the papers. 
My objection is that he has not 
fulfilled the assurance given to the 
House. Before we participate in the 
discussion, we should be able to know
a l r t k i f c r - '  .

MR. SPEAKER: Let us see. •

PROF. MADHU DANDAVATE 
(Rajapur): Should we see the Memo-
randum ? T hat is your ruling, Sir ?

MR. SPEAKER: Let us see whaf 
he says.

MR. Venkataraman.

T HE MINIS! ER OF FINANCE 
(SHRI R. VENKATARAMAN): I 
beg to move: *

“ T hat this House do consider 
India’s extended arrangement with 
the International Monetaiy Fund” .

I will first take up the point raised 
by my Hon. fiiend about the docu-
ments. T here is a considerable mis-
conception about the documents in 
respect o f the extended arrangement 
with the International Monetary 
Fund. I explained the other day while 
answering a question that la loan ap-
plication urtder this extended facility 
is made by the Finance Minister of a 
country with a letter of intent and it 
is accompanied by a Statement of 
Economic Policies and Programmes, 
called the Memoranda m. Now, both- 
these documents have been placed in 
the library. T he IMF Staff make 
their own assessment of the policies 
and programmes which are set forth 
in the document of the Government 
which applies for the loan. T his is an 
internal assessment made by the Staff 
and submitted to the Executive 
Board.

SHRI CHANDRAJIT YADAV: 
You are repeating that. *

DR. SUBRAMANIAM SWAMY 
(Bombay North-East): You are a 
member of the Bo^rd, . .4 . .
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SHRI R. VENKATARAMAN: 
It is not my document. It is the Staff 
document. My document is only the 
Memorandum which I have submitted 
along with my letter of intent. 1 his 
document is examined by the Execu-
tive Board and I told the other day I 
cannot place it. It is hot my docu-
ment and, therefore, I cannot place 
it.

DR. SUBRAMANIAM SWAMY: 
Have you seen it yourself ?

SHRI INDRAJIT GUPIA 
(Basirhat): Have you got is with you ?

SHRI CHANDRAJIT YADAV: 
When you have the agreement, why 
are you not placing that agreement ?

• (Interruptions)

SHRI R. VENKATARAMAN: 
You don’t have to be impatient with 
me, I will answer all your questions.

(Interruptions)

SHRI SATYASADHAN CHA- 
KRABORTY (Calcutta South): Sir, 
how can we discuss without the agre-
ed document IMF has given ?

MR. SPEAKER: Have some pati-
ence.

SHRI R. VENKATARAMAN: 
You hear me first. I said this is a 
document prepared by the Staff and 
it is by the Executive Board Staff 
marked confidential by them and I 
cannot place it because it has been 
stamped ‘ confidential’ by them. Even 
though it is circulated to me. I can-
not place it in the library.* *

DR. SUBRAMANIAM SWAMY: 
Have you seen it ?

SHRI INDRAJIT GUPTA: Sir, 
will you permit me to lay it on the ’ 
tabl# of the Hout*. .

i

SHRI R. VENKATARAMAN: 
Anybody can do it, I have no objec* 
tion.

SHRI INDRAJIT GUPTA: I 
am not bound by any understanding 
with the IMF.

SHRI R. VENKATARAMAN: 
You can place it on theT able. I have 
no objection to anybody placing any 
document on the 1 able of the House.

DR. SUBRAMANIAM SWAMY: 
Will you authenticate it ?

PROF. MADHU DANDAVA1 E: 
For your information, under 
Speaker’s Direction No. 117, I have 
given a notice to lay a document on 
the Table of the House.

SHRI R. VENKATARAMAN: 
You are welcome. I don’ t object to 
it.

DR. SUBRAMANIAM SWAMY: 
Sir, he is not objecting, but he must 
authenticate it. It is not enough he 
is not objecting.

MR. SPEAKER: I shall act ac-
cording to* the rules.

SHRI SATISH AGARWAL (Jai-
pur) : Sir, he has no objection.

DR. SUBRAMANIAM SWAMY: 
T he Finance Minister must also com-
ment whether it is a correct docyment 
or not, because he has seen it as 
Member of the Board. •

SHRI SATYASADHAN CHA- 
KRABORT Y : Sir, this for your in-
formation; already the Finance 
Minister has stated that this cannot be 
made public.

SHRI R. VENKATARAMAN: 
No, I did not say that. You ate all 
saying things which 1 diu Sftv.- ...
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MR. SPEAKER: Why are you un-
necessarily putting words in his 
mouth ? He said: anybody can, but 
he cannot.

SHRI SATYASADHAN CHA- 
KRABORT Y : So, on the basis of 
what the debate will continue ? Sup-
pose, the document is secret and we 
are not supposed to know the condi-
tions, and if that is the position..........

M R. SPEAKER: You are jumping 
at conclusions. Why can’t you listen 
to him ? He is explaining certain 
things. You are just jumping to con-
clusions and you are taking certain 
things for granted. Why do you 
take something for granted ?

SHRI R. VENKATARAMAN: 
Sir, we are governed by certain pro-
prieties. I said if this document has 
come to me marked ‘ confidential’ by 
the Executive Board, by the Staff I 
cannot, therefore, make a breach of 
this confidence and I cannot place it. 
It is open to anybody to gel it or open 
for anybody to place it. And any-
body can use any sentence from it. 
I have no objection. And there 
is nothing in this. T hey are 
having no case. They are trying 
to build on some flimsy things like 
not putting up a document, etc.

After this, I will conclude. I will 
explain the procedure, because many 
of you seem to be suffering from an 
illusion about the IMF procedure. 
After it is circulated to the mcmbers- 
along with this circulation, that is, 
with the document...another paper is 
circulated, a paper called the“ Text 
of Extended Arrangement” , that is, 
the terms on which the loan will be 
sanctioned. T hat is also i n the papers 
1 have placed in the Library. Please 
refer to it. Therefore, to say that 
1 have not placed anything, or that 
1 held back anything, is not correct. 
I also make it very clear that what-
ever the perception of the staff of 
IMF, and whatever their assessment,

it is not binding on me. What is 
binding on me is only the letter which 
1 have submitted along with my letter 
of Intent.

SHRI SATYASADHAN CHA- 
KRABORTY: That is not the 
corrcci position.

SHRI R. VENKATARAMAN: 
i hat is the correct legal position.

SHRI BIJU PATNAIK (Kendra- 
para) You have your say; we will 
have our say.

{Interruptions)

SHRI SOMNATH CHATIER- 
JEE(Jadavpur): All the knowledge is 
on that side ? I do not know whe-
ther the Finance Minister claims that 
type of infallibility.

SHRI R. VENKATARAMAN: 
Because of vai ious kinds of errone-
ous, wrong and totally distorted ver-
sions that are being floated about, 1 
have to make this very strong state-
ment that what is binding on the 
Government of India is the ' cmoran- 
dum which they have submitted, and 
it is not...I repeat not...the assess-
ment..........

SHRI CHANDRAJIT YADAV: 
lt is not correct. The terms should 
be binding, and not your Memoran-
dum.

SHRI R. VENKATARAMAN: 
You can argue. And this opinion 
also is not binding on me.

SHRI CHANDRAJIT YADAV: 
You are trying to mislead. These 
terms will be binding, and not your 
Memorandum. You changed your 
Memorandum. On their say, you 
have changed your Memorandum. 
That is also a fact.

SHRI R. VENKATARAMAN: 
They are walking into my trap; and
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I welcome this. There is another 
misconception that there is some 
agreement which is signed between 
the IM F  and the Govermnent o f 
India. N o  agreement is signed. The  
letter o f sanction is all the binding 
document. There is no agreement 
signed. A number o f  people ask me : 
‘ ‘ W hy don’ t you place the agreement 
signed, on the Table o f the House ?”

D R . S U B R A M A N IA M  S W A M Y :  
lt is not a misconception. It is mis-
carriage.

SHRI R. VENKATARAMAN: 
D on’ t tell this to me. I will take it 
from  the record and show it to you.

SH R I S U N IL  M A I f RA (Calcutta 
South): If there is no agreement, then 
what for the performance criteria ?

S H R I R. V E N K A T A R A M A N :
I am not going to reply to this. In 
the Memorandum which we have sub-
mitted, we set out the policies and 
programmes: a n i the Fund makes an 
assessment aiv.l then it sets twa things: 
one is what is called the performance 
criteria, and the other is the general 
policy statements with regard to im-
proving the balance o f payments posi-
tion o f the country which seeks this 
kind o f a loan. The performance cri-
teria are those which I have mention-
ed inm y statement of23rd September, 
which are two in number. I will come 
to it later. I will briefly mention it. 
One relates to the credit ceiling, and 
the other to foreign borrowing. This 
I must keep ir order to be able to bor-
row the second instalment ; and this 1 
must observe before the 25th o f March,
1982. These are the two performance 
criteria. Then there are a number o f  
policy statements which we had said 
which will, according to u?, go to 
improve the balance of payment posi-
tion in our country. I here is their 
perception and their assessment on 
this there will be further consultation 
between the International Monetary 
Fund and the Government o f India 
and further allocation o f loan, etc.,

will depend on further consultations 

which take place after the 25th o f  
M arch, that is around 25th March,
1982.

So far as documents are concerned 
there is nothing which we have held 
back. There was one point raised 
about a clarification. In my lettei o f  
i ntent dated the 28th September, 1981,
1 stated in paragraph 5 that Govern-
ment o f India will consult with the 
International Monetary Fund on all 
policies, economic policy but will 
observe only or adopt only such o f  
those policies which are uppioved by 
Parliament. 1 his is the statement we 
made. Here I will read a particular 
sentence. “ Government will consult 
with the fund on the adoption o f any 
appropriate measures consistent with 
national policies accepted by our 
Parliament in accordance with the 
policy o f the fund on such consul-
tation” . There are two things. 
There is a duty on the part o f every 
member o f the International M onetary 
Fund to consult with the monetaiy 
fund whether he is a borrower or n ot; 
that is A iticle -lV ; and that consulta-
tion spreads over the general garmut of  
economic relationship. W e said, in 
accordance with that policy, we will 
consult them on all matters relating to 
the economic policy, related to ex-
change etc., but while it comes to 
adopting policies and programmes we 
will adopt only those which are ap-
proved, which are national policies 
approved by Parliament. Now  this 
sentence to the lawyers, as usual, gave 
some kind o f a confusion and they 
said, it reads as if the Government o f  
India will consult. Excuse me. In 
fact, the Chief Justice told me that 
you made a good choice. It gave an 
impression to them that we will con-
sult only in respect o f those matters in 
which the policies or programmes 
which are there which are adopted by 
Parliament. W e said, no, we will 
consult on all economic policies, but 
we will adopt only this. 1 his is the 
clarification and that, clarificatory 
letter also 1 have given; and it has 
been placed in the Library.
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D R . S U B R A M A N IA M  S W A M Y :  
W aat is the meaning o f other 
consultations ?

SH R I R . V E N K A T A R A M A N :  
I thought you knew it at least.

D R . S U B R A M A N IA M  S W A M Y :  
W ill you hold your academic seminar 
with them ?

P H R l R . V E N K A T A R A M A N :  
I will show you. Article-IV o f the 
article o f agreement between member 
countries and the IM F  enjoins on all 
these countries to have consultations 
in respect o f matters relating to the 
exchange in the matter relating to the 
multiply cuirency arrangement, etc. 
This is a-general consultation. And  
they look into the economy, the va-
rious aspects o f the things which go 
to influence or affect the currency as 
well as exchange arrangements. Now  
this is a general thing and this we said, 
we are willing to do. There is noth-
ing; we are not undertaking anything 
new ; nothing more than this. I will 
read that para of article-lV, sub-
section (3).

“ In order to fulfil its functions in 
(a )” . I f  you want me to read (a) I 
will read (a) also. Under Article (4), 
Section (1) the general principle is 
accepted, the general principle appli-
cable to all Members.

“ Recognising the essential purpo-
ses o f international monetary sys-
tem, is to provide a framework for 
facilities, an exchange of goods, 
services and capital among coun-
tries and that sustains a sound 
growth, and that the principal ob-
jective is the continued development 
o f orderly underlying conditions 
that are necessary for fiscal and 
economic stability. Each Member 
undertakes to collaborate with the 
Fund and other Members to assure 
orderly exchange arrangements and 
to promote suitable systems o f ex-
change rates and in particular,........ ”

Then, Sub-section (3) says: “ In 
order to fulfil its functions in (a)

sub-section (a), the Fund shall exer-
cise firm surveillance over the ex-
change rate policies o f Members 
and shall adopt specific principles 
for the guidance o f all Members 
with respect to those policies. 
Each M em ber shall provide the 
Fund with information necessary 
for such surveillance and when 
requested by the Fund shall con-
sult with it on the M em ber’ s ex-* 
change rate policies. The princi-
ples adopted by the Fund shall be 
consistent with co-operation arran-
gements. All M em bers maintain 
the value o f their currency in rela-
tion to the value of the currency or 
currencies o f other M em bers as well 
as with the exchange anangements 
o f a M em ber’ s choice consistent 
with the purposes o f the Fund” .

D R . S U B R A M A N IA M  S W A M Y :  
It is not a general economic policy, 
it is only about currency.

SH RI R . V E N K A T A R A M A N :  
N o . N ow , Part-I. It says, merely, 
“ the principal object is continuing 
development of orderly and under-
lying conditions that are necessary 
for financial and economic stabi-
lity” .

N o surveillance clause enjoins on  
them. Therefore, everybody has got 
and every Member knows that con-
sultations take place with the Fund 
annually.

D R . S U B R A M A N IA M  S W A M Y  : 
A  good lawyer of a bad case.

SH R I R . V E N K A T A R A M A N : N ow , 
the explanation which I have given 
in the letter which 1 have put in the 
Library is a mere enunciation that as 
far as economic policies are concern-
ed, the policies and programmes which 
we purpose to adopt, we will be 
governed only by Parliament and in 
respect o f the consultations under 
Article 4, we will consult them. A  
great deal o f noise was made that we 
have'given an explanation by which 
we have agreed to surrender our eco-
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[ Shri R. Venkataraman ] 
nomic sovereignty, and so on. Well, 
these are all verbiage. But if you 
actually read the sentence and clauses 
and the duties o f the Members of the 
Fund, vis-a-vis the Fund, then you will . 
find that there is absolutely no in-
consistency about it. That is the

♦ first point which I wanted to make. 
Now, the second question.

PROF. MADHU DANDAVATE: 
Why was this clarification necessary 
at all ?

AN HON. MEMBER: Why was 
this necessary ?

SHRI BLJU PATNAIK: If that is 
the clause you have read, if every 
Member country is covered by that 
clause, why was this question raised, 
that you will have to get it approved 
by Parliament ? Why was this ques-
tion raised at all ? W len the Fund 
was created, was this not made clear ?

SHRI R. VENKATARAMAN: 
My sentence, according to the lawyers 
of the Fund, gave them an impres-
sion that my consultation is limited 
only to those policies adopted by 
Parliament. I said, ‘ it is not’ . Do 
you agree with me ?

DR. SUBRAMANIAM SWAMY : 
Now, you will have a seminar every 
day.

SHRI R. VENKATARAMAN: 
My lawyer friend agrees with me. 
That is exactly what I said.

SHRL BLJU PATNAIK: Was 
this not clarified to the Member coun-
tries before by their Parliaments ? 
Was it not made clear ?

SHRI R. VENKATARAMAN: 
Will you please sit down ? I will 
answer. The letter which I sent— 
which has been placed in the Library— 
mentions this in the fifth paragraph. 
The letter is very clear to me. Ac-
cording to me, my intension was, I

will consult under Article-IV, about 
the general thing. But I will adopt 
only those policies which have been 
approved by Parliament. But 
their lawyer said that your letter 
gave the impression that your 
consultation would be limited only to 
those policies which had been ap-
proved by Parliament. 1 said: No, 
it is not so. That is why this clarifi-
cation. And the clarification is in 
conformity with the law and with my 
intention. There is nothing in that.

DR. SUBRAMANIAM SWAMY: 
What is the meaning of such a con-
sultation where Parliament is not paid 
attention to ? You are not a pro-
fessor holding seminars.

SHRI R. VENKATARAMAN: 
On all matters they advise a number 
of things. The Bank’s staff is supposed 
to be experts on various aspects. 
They consult experts on our side: 
mutual exchange of ideas goes through 
We are talking to them and they are 
explaining to us. But I will not adopt 
anything which has not been approv-
ed by Parliament. If you say, Mr. 
Swamy, that 1 would not talk to ex-
perts, then 1 will be excluding you.

DR. SUBRAMANIAM SWAMY : 
If you exclude me, then you will not 
get the loan.

SHRI SOMNAT H CHATTER- 
JEE: There was no ambiguity in the 
earlier letter of the hon. Finance 
Minister. The hon. Finance Minis-
ter has himself felt that...

SHRI R. VENKATARAMAN: 
You are going to speak on the de-
bate and 1 will reply again.

A second point was raised generally 
as to why I did not consult Parlia-
ment before this agreement. In our 
political system, international agree-
ments are not discussed in Parlia-
ment. But that is not my argument. 
I have another argument. In our 
case, we had the suspicion that some
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country or countries might oppose our 
loan. And the stand that such coun-
tries were likely to take was more or 
less on the same lines which the oppo-
sition is raising, namely, the amount is 
still too large and it is not necessary 
for India to take and that the condi-
tions on which we are accepting the 
loan, are very harsh. These are the 
criticisms which you generally raise 
in the House. The objection which a 
country or countries was or were 
going to take was that the amount was 
too large and it need not be given to 
India and that the conditions were 
too soft and that loan should not be 
given to India on these conditions. 
If we could have had a debate, I would 
be in a very enviable position 
of first saying that this large amount 
is necessary for me for various reasons. 
But hon. Members would be saying: 
No, it is not necessary for you. And 
that country will quote the opinion o f 
the Members of Parliament that it is 
not necessary.

DR. SUBRAMANIAM SWAMY: 
Then abolish Parliament.

(Interruption)

SHRI R. VENKATARAMAN: 
The second point is that the conditoins 
are very harsh and I will have to de-
fend by saying that the conditions are 
reasonable. But then it will be quot-
ed by those countries. They will say 
that the Finance Minister of the coun-
try had said that these were soft con-
ditions and, therefore, this loan should 
not be given.

Do you think a discussion of this 
kind would have helped us to get the 
loan ? It would not have. T here- 
fore, in our best judgment, we felt a 
discussion in Parliament bsfort the 
loan would have ruined our chances.

AN HON. MEMBER: You are on 
a sticky wicket.

SHRI R. VENKATARAMAN:
I will answer every point. You 
know from your experience of me

during the last two or three years 
that 1 never fail to deal with the points 
raised. You may or may not agree, 
that is a different issue, but I will 
answer all the points.

The next point is that countries 
like the United Kingdom and Italy 
discussed it in Parliament. But no-
body opposed U.K.’s loan in the 
Executive Board. They were never 
put in an embarrassing position o f this 
kind in which I am. Nobody opposed 
the Italian loan. Both developed and 
developing countries were in favour of 
the loan. But I had to face a differ-
ent situation in which I was put in 
great embariassment. So, I want 
you to think objectively, apart from 
all political considerations, whether it 
would have helped our case before the 
International Monetary Fund.

Some hon. Members have said that 
this loan is not necessary, we could 
have had other alternatives or op-
tions. Everybody knows that our 
balance of payments position has been 
deteriorating. On that there is no 
dispute.

DR. SUBRAMANIAM SWAMY: 
You are running the good work of 
the Janata Government.

SHRI R. VENKATARAMAN : 
You will get it back.

During the Janata Government, in 
1978-79, the oil imports came to Rs.
1,677 crores. In 1979-80, because of 
the hike in oil prices internationally, 
the oil import cost went up to Rs. 
3,146 crores. In 1980-81, because of 
the second hike, the oil import cost 
went up to Rs. 5,588 crores. T his is 
the magnitude of the cost of oil alone. 
This one single item constituted 47 
per cent of our total imports. As a 
result of this increasing cost of oil, 
our balance o f payment position de-
teriorated. In 1979-80, thanks to the 
loan which India got from the trust 
fund and from the IMF of Rs. 800 
crores, we were able to make up the
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[Shri R. Venkataraman] 
deficit. But in 1980-81 the balance 
of payment current account deficit is> 
Rs. 2,655 crores. Our projection for
1981-82 would be Rs. 3,030 crores and 
in 1982-83 and 1983-84 it will pro-
gressively cost us up to Rs. 4,200 
crores.

12.54 hrs. •

[Mr. DEPUTY SPEAKER in the Chair]

Our foreign exchange resources on 
6th November, 1981 was only Rs. 
3,578 crores. If you take the overall 
deficit, that is, taking into account 
not only the balance of trade, but the 
balance of payment and also the loans 
and the International Development 
Association aid, if you include every-
thing, we would be roughly 
having a deficit of Rs. 1,500 crores 
every year and in two years’ time the 
reserves would have been completely 
exhausted. With Rs. 3,500 crores of 
reserves when I go to borrow, I am a 
borrower; with a reserve of Rs. 700 
crores if 1 go to borrow, I am not a 
borrower; I am a beggar.

We should understand the magni-
tude of the problem that the country 
faces. We went at a time when our 
reserves were fairly strong, when our 
earnings have not yet gone down, 
when our credit in the market is very 
high, so that we were able to negotiate 
these—again I quote—“ reaspnable 
terms” . If it had been two years 
later, it would have been, like other 
countries which you are going to cite 
and which you have cited yourself 
earlier.

The second alternative which is be-
fore me is, without going for theioan 
to cut down imports. If I cut 
down imports, I will have to cut at 
least 50 per cent of the oil to make 
even the smallest impact because the 
biggest single i;em of import is oil and 
if I cut down 50 per cent of oil, then 
our transport will come to a standstill 

because all our buses which are taking 
about, 50 per cent of the total diesel

consumption in India and the agricul-
tural pump sets which consume 14 
per cent of the diesel in India will all 
be very seriously affected. Would 
you like me to do that ? Not only 
that. If I cut down imports, I will 
have to cut down on various other raw 
materials which are now going for the 
production of many items and keeping 
up the industry on its wheels. There 
would be unemployment, closures 
and every one of these things.

The other alternative which is sug-
gested is that we could have got from 
the other window of the 1MF. There 
are two other windows from which 1 
could have got. One is called the 
Reserve tranche. The other would 
be something like First credit tran-
che. Even if 1 borrowed on these two 
accounts, there is a limitation of 
how much I can borrow, it is related 
to my quota, and even if I borrow on 
these two accounts, 1 can get only Rs. 
788 crores as against my need of such 
a large amount of Rs. 5,000 crores. 
Then somebody has suggested: ‘Why 
not go and borrow at commercial rate, 
why not do commercial borrowing ? 
Why do you go to IMF ?’ We have 
borrowed recently last year in the 
Euro-dollar market for our alumi-
nium project at a rate of 16 per cent, 
the London Inter-Bank Ordinal y 
Rate (LIBOR) ranges from 16 to 18 
per cent and if we go and borrow at 
the rate of 18 per cent, this countiy 
will become bankrupt, we are not ad-
vising anything which is helpful to the 
economy. And again I want to ask 
this quetion...

SHRI BIJU PATNAIK: You are 
assuming that we have discussed this 
before. If you have discussed this 
before, then we could have given our 
advice. Now it is all a post mortem.

SHRI R. VENKATARAMAN: 1 
am thankful to you. Please answer 
to those people who are going to raise 
this.

SHRI BIJU PATNAIK: No, no. 
My question is completely different,
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MR. DEPUTY SPEAKER: You 
are going to have a discussion for six 
hours. He is moving the motion. 
You have ample opportunity to dis-
cuss and give suggestions.

SHRI R. VENKATARAMAN: 
They are very uncomfortable because 
all the points which they want to raise 
are being demolished. You will find 
very little to say afterwards. In fact 
you will be caught in a debt trap if 
you went and borrowed at the rate of 
18 to 20 per cent.

Now, the point is: Why should I go 
and borrow in the commercial market 
at the rate o f 18 to 20 per cent when 
I am entitled to borrow at a lower 
rate of interest at 10 per cent ?

13 .00 HRS.

DR. SUBRAMANIAM SWAMY:
But 50% of it is @  18%.

SHRI R. VENKATARAMAN: I 
will give all those figures.

DR. SUBRAMANIAM SWAMY: 
Half of it is at commercial rates.

SHRI R. VENKATARAMAN: 
But the average is only 10%. Why 
do you mislead ? I.M.F. is some-
thing like a co-operative society in 
which all the Member States have 
their quota and it is a thing which is 
not owned by any particular State. t

SHRI BIJU PATNAIK: What 
about veto ?

SHRI R. VENKATARAMAN: 
Some people have higher quota like 
any company. I am a quota holder. 
A quota holder I am entitled to 

, borrow on this facility 450% of my 
quota. I have 450 % of my quota and 
my quota is SDR 1717.5 million to-
day. I am entitled to borrow and 
this is the amount which I can borrow 
at a lower rate of interest. Half of 
it that is, about 2400 crorcs 1 will 
barrow @  6.25%, the other about

2600 crorcs roughly will be borrowed 
at commercial rates. The average 
works out between 9 & 10 %. Would 
this House excuse me if 1 left this op-
portunity of boirowing at an average 
rate o f 9 % and went and borrowed at 
18% in the Euro-dollar market.

1 would ask this question. You 
have to think.

DR. SUBRAMANIAM SWAMY: 
That one has no condition but this 
one has condition.

SHRI R. VENKATARAMAN: 
T he other condition is that you will 
become bankrupt at that rate.

SHRI BIJU PAT NA1K : (Interrup-
tions) You are bankrupt now.

DR. SUBRAMANIAM SWAMY: 
During Janata rule we did not need

• such loans.

SHRI R. VENKATARAMAN: I 
know you would not have been able 
to put through a loan of this kind. 
Why do you flatter yourself ? One 
more point I would like to say.

SHRI BIJU PATNAIK: When 
will you finish ?

SHRI R. VENKATARAMAN: I 
will take half an hour more.

SHRI BIJU PATNAIK: For in-
troduction !

SHRI R. VENKATARAMAN: 
Why not ? It is very important 
thing. It is left to me. .

DR. SUBRAMANIAM SWAMY: 
Will there be no lunch hour ?

MR. DEPUT Y-SPEAKER: No.
I think you are not a Member of the 
Business Advisory Committee.

SHRI BIJU PATNAIK: Six 
hours according to you is equal to 
one hour.
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SHRI R, VENKATARAMAN: I 
will take as much time as I like.

SHRI BIJU PATNAIK: You can 
extend it to any time.

SHRI R. VENKATARAMAN: 
You extend it upto 12-00 mid-night.
I will be willing to sit and answer.

AN HON. MEMBER: Early morn-
ing.

SHRI R. VENKATARAMAN: 
We have done it before and if you will 
do it, 1 have no objection.

SHRI BIJU PATNAIK: You have 
to give dinner.

i
THE MINISTER OF PARLIA-

MENTARY AFFAIRS & WORKS 
& HOUSING (SHRI BHISHMA 
NARAIN SINGH): Yes, I will give.
I am prepared to give.

SHRI BIJU PATNAIK: Internal 
dinner or external dinner.

SHRI R. VENKATARAMAN: It 
will be a dinner without any charge 
from you.

The extended facility under which 
we are borrowing is again one which 
the developing countries have fought 
for and obtained, lt is not a small 
thing which has been given by any-
body. My esteemed friend Chavan 
in 1974 speaking in the IMF said—

DR. SUBRAMANIAM SWAMY: 
Which Chavan ?

SHRI. R. VENKATARAMAN: 
Shri Yeshwantrao Chavan, who was 
the Finance Minister of India and 
who represented us very ably then. 
In I.M.F. he stated:

“ That the developing countries will
not rest content until we are able
to establish an extended facility for
the benefit of those countries which

have been affected by the rise in the
price of oil” .

After a great deal o f tussle, this facility 
was established and India took a lead-
ing part in it. Now you say you do 
not take advantage of this and go and 
borrow @  20% elsewhere. (Inter-
ruptions). Perhaps, I am hearing it 
for the first time.

Now I will come to the point called 
conditionality. As I said in the be-
ginning, there were two performance 
criteria. The one is that by the 26th of 
March, 1982, the net credit to Govern-
ment, which was on March 27, 1981 
at Rs. 25,806 crores should not exceed 
Rs. 30,981 crores. This is the first 
condition. The other condition re-
lating to the liquidity is that the do-
mestic credit which was on March 
27, 1981 Rs. 62,126 crores should 
not exceed Rs. 74,181 crores as on 
March 26, 1982 :

SHRI SATISH AGARW AL: Why 
it is 74,181 and not even 74,180 ? 
Why not in round figures ? .

SHRI R. VENKATARAMAN: 
This is calculated as a percentage. 
That is why, it comes like that. Sir, 
immediately I can assure the hon. 
Members that with my. buoyancy 
in revenue and with the prospects, 
of an excellent bearer bond response 
1 will be well below the limit set by 
them. In fact, it is no condition at 
all, so far as I am concerned now. 
Because my revenue has shown a 
buoyancy and I am going to get a lot 
of money from the bonds which I have 
issued. And, therefore, it is no con-
dition at all.

The second condition which I have 
said is that India should not borrow 
from outside market more than Rs. 
1,400 crores on one-two-twelve 
year term loans. (Interruptions)
I am saying in rupees. I am men-
tioning in rupees because, you know,
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there are three items coming, one is 
SDR, the other is Dollar and the 
third one is rupee. One SDR is equal 
to $1.2. Lt goes on changing from
• L. j  to $ 1.2 and like that. Jhere- 
fore, L thought it was better to confine 
ourselves to the rupees. In the ear-
lier case also. I gave in rupees. 
1 .4  billion SDR is the actual term. 
When they are converted in rupees, 
it is roughly 149D crores.

Now, on this ceiling, people say, it 
is a great condition by which we have 
surrendered the right to borrow from 
the World Market. Sir, I want to 
explain that. So far as this money 
of Rs. 1,403 crores is concerned, it 
does not apply—this limitation does 
not paply—to IDA loan which is given 
to us. That is, the aids for loans 

j which are coming to us. Secondly, 
fit does not apply to loans which we 
‘.‘may negotiate for more than 12 years. 
Thirdly, it does not apply—I repeat, it 
does not apply—to bilateral payment 
arrangements with socialist countries. 
Here, I want to make it clear because 
some very seemingly erudite people 
have put forth a document or book in 
in which they had said that this will 
affect the bilateral payments with the 
Soviet Union.

SHRI K.P. UNNIKRISHNAN 
(Badagara): Your own interview with 
Kuldip Nayyar says this. Your in-
terview with Kuldip Nayyar in the 
Business Standard, which appeared 
a few days ago, says this. You please 
tell us.

SHRI R. VENKATARAMAN:
I do not know. I am only dealing 
with the document and it says:

“ During the period over which the 
loan is despatched, India would have 
no right to enter into bilateral 
trade agreement whether with the 
Soviet Union or Romania, Yugo-
slavia, Iraq or Iran or Kuwait, 
Nepal or Bangladesh without prior 
clearance with the Fund...This is 
the statement—Sd/- Ashok Mitra.

This does not affect the bilateral 
relations with the socialist countries 
because the Agreement contains arti-
cle 8 and, under article 8, all this 
bilateral arrangement relating to ex-
change, etc., applies only to member 
countries and it has nothing lo do 
with non-member countries. Article 
VIII has not been accepted by all 
members. India has also not accept-
ed Article-VIlI.

Unier Article XIV of the Agree-
ment between IMF and members, the 
transitional arrangements allow a 
country not to agree to these bila-
teral arrangements between members 
in respect of currency, exchange, etc., 
We have actually not entered into 
that arrangement. In the Annual 
Report for 1981 which the IMF 
issued on April 13 ,1981, at Page 130, 
you will find a list of countries mark-
ed like this—members that have ac-
cepted the obligations under Article- 
VIII. They are alphabetically listed. 
Honduras is there. Then there is no 
India, Indonesia or anything of the 
kind. Thereafter, it is Ireland. Not 
only that. - -

There is, as I said, an annual con-
sultation under Article-IV and the 
annual consultation report is issued 
to each country. In the consultation 
reparted issue on June, 24, 1980, by 
the IMF the following passage 
occurs: .

“ The only bilateral payments 
agreement still in force with the 
Fund member is arranged through 
Rumania. Bilateral payments 
agreements are also maintained with 
the following non-member 
countries:—

The USSR, the German Democra-
tic Republic, Poland, Czechoslo-
vakia.......”

This is a document issued by the 
IMF. I suppose, the people who 
have some pretention to knowledge 
must have read some of these things 
(Interruption) After all I hive a 
right to be heard. How can I go
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on hearing only all the things that 
they are saying?

SHRI BIJU PATNAIK: If you 
had explained before, we would not 
have heard all this. .

SHRI R. VENKATARAMAN: 
All these objections appear to be 
completely irrelevant when you find 
the very s3cialist countries applying 
foi1 membership of IMF. China has 
become a member, with the champion 
Mr. Subramaniam Swamy support-
ing and he is arguing very vehemently 
that China should partake in IDA 
and that their per capita income is 
lower than that of India. Is that not 
so ? Poland has applied for mem-
bership ; Hungary has applied for 
membership. Now, I cannot 
understand what this objection can 
be. Are they becoming members for

• riot borrowing ? Are we capitalist 
rich countries so that we merely go 
and pay our quota and keep quiet 
without borrowing from them ? 
Why do you become a member of 
the Cooperative Society here if you 
do not want to borrow from it ? 
This is a clear proof that all these 
objections have no validity what so-
ever.

Now, I will come to the next point. 
One of the things which they have 
said is*"

SHRI BIJU PATNAIK: Who said 
it ? •

SHRI R. VENKATARAMAN: 
You have to bear with me. You 
have been raising it here times with: 
out number. 1 stated that there is 
no question of devaluation.

Dr. SUBRAMANIAM SWAMY: 
Only re-adjustment of exchange rates.

. SHRI R. VENKATARAMAN: 
It will educate you.

This is the language that has been 
used in the document which I have.

It has been agreed before 
. (Interruptions)

You do not attend the House. 
1 herefore, you do not know what the 
procedures are. ‘Realistic exchange 
rates’ that is what we said.

So far as we are concerned, our 
currency is linked to a basket o f 5 or
6 countries with which countries we 
have trade and, therefore, there is no 
question of any devaluation. Deva-
luation implies reducing the value of 
y6ur currency in relation to one cur-
rency. Here there is no such thing. 
1 will give the figures.

During the period 1st January, dl, 
to 17lh Nov., 1981—This is in rela-
tion to the inter-se relations between 
dollar and other important curren-. 
cies—so far as Lndian rupee is Con-
cerned, the rupee has appreciated over 
the sterling by 8.02%.

Then it has appreciated over the 
Franc by 7.59%.

So far as the Deutsche Mark is con-
cerned, it is only 1.8 that is main-
taining, more or less, parity. Only 
against the Dollar, it has gone down.

SHRI SATISH AGARWAL: How 
much ? •

SHRI R. VENKATARAMAN: 
13.68%.

Now, if you compare Dollar with 
other European currencies, then, you 
know what the position is.

The Pound in relation to the Dollar 
has depreciated 25%.



l>r. SUBRAMANIAM SW A ^Y :
That is deemed economy.

SHRI R. VENKATARAMAN:
The Deutsche Mark has depreciat-

ed to the tune of 14.16%.

The French Franc has depreciated 
by 24.66%.

The Japanese Yen has depreciated 
by 11.24%.

Therefore, to say that the Indian 
currency has depreciated is an exhibi-
tion of complete ignorance of the ex-
change rate system prevailing over the 
years.

(Interruptions)

Then I come to the last point with 
regard to the economic policies. 
There are some people who will not be 
educated. There are some people 
who cannot be educated. I am one 
of those who shall not educate any- 
boy

PROF. SATYASADHAN CHA- 
KRABORTY: There are some peo-
ple who were educated long ago.

DR. SUBRAMANIAM SWAMY: 
There are some people who have for-
gotten their education.

SHRI R. VENKATARAMAN:
Let us have some fun.5

DR. SUBRAMANIAM SWAMY:
I am saying that there are some people 
who have forgotten their educa-
tion.

SHRI R. VENKATARAMAN:
Is It autobiographical ?

There are a number of points. They 
say ‘you have surrendered’ . This I 
will deal with, in my reply to the de-
bate.

In the policy statement which 1 have 
submitted to the IMF, this is what we 
have stated in paragraph 4;

M  )EA with AGRAHAYANA XX.

“ Balance of payments adjustment 
will be achieved through a range of 
measures which are being imple-
mented and will be continued dur-
ing the programme period. There 
is considerable scope to replace large 
imports o f items where India is effi-
cient producer and to increase self-
reliance in energy especially in the 
exploration for oil, for develop-
ment of hydro-carbons” .

In that paragraph we go on to Say:

“ The Government of India also 
' accords high priority to the object-

ive of achieving a dynamic export 
performance” .

All the policies which the Govern-
ment o f India propose to follow are 
summarised in Paragraph-4. The 
other Paragraphs are only an elabo-
ration of the points. It is easy to pick 
out one sentence from here and one 
sentence from there and say, “ You 
have said that you will liberalise im-
ports” . Liberalisation of imports is 
related to our expanding production, 
our expanding exports, and should not 
be de-linked from the context and read. 
The whole policy statement has been 
put in Paragraph-4, and that epito-
mizes our approach to the question. I 
will deal with that and 1 will give also 
the chapter and verse of the plan 
which the Janata prepared and what 
you stated in respect o f each 
one o f those items and what 
we have stated in the Sixth Plan do-
cument ourselves.

Therefore, I wish to say that all this 
criticism is totally unwarranted and I 
would say that the motion be taken 
into consideration.

MR. DEPUTY SPEAKER: Mo-
tion moved.

“ That this House do consider
India's extended arrangement with
the International Monetary Fund**.

There are Substitute Motions given 
notice of.

1903 (SAKA.) the IM F (Motn.) 338
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PROF. MADHU DANDAVATE 
(Rajapur): Sir, I beg to move:

“ That for the original motion, the 
following be substituted, namely:—

This House, having considered 
India’ s extended arrangement 
with the International Monetary 
Fund, expresses its disapproval of 
the conditions imposed by the IMF 
which constitute an infringement on 
India’s independence to pursue her 
own economic policies rooted in the 
needs and interests of the common 
man”  (1)

SHRI RAMAVATAR SHASTRI 
(Patna): Sir, I beg to move:

“ That for the original motion, the 
following be substituted, namely:—

This House, having considered 
India’s extended arrangement with 
the International Monetary Fund, 
is of the opinion that the accept-
ance of conditions imposed by the 
IMF amounts to mortgaging the 
economic independence of the 
country and to surrender country’ s 
sovereignty, independent economic 
development and self-reliance 
and thus disapproves the said 
conditions” . (2)

SMT. GEETA MUKHERJEE 
(Panskura): Sir, I beg to move:

“ That for the original motion, the 
following be substituted, namely:—

This House, having considered 
India’ s extended arrangement with 
the International Monetary Fund, 
expresses its grave concern and 
strong disapproval at the way the 
5 million Dollar SDR loan is being 
taken by the Government of India 
and the conditionalities attached to 
it by the IMF which cuts at the very 
root of India’ s economic indepen-
dence, throws India’s door wide 
open to the rapacity o f multi-
nationals, gives IMF virtual powers 
to dictate economic policies detri-

mental to the toiling masses of 
India, foists anti-democratic politi-
cal measures on our country and is 
detrimental to our national sover-
eignty and honour and recommends 
that it be scrapped forthwith” . (3)

SHRI INDRAJIT GUPTA
(Basirhat): Sir, I beg to move:

“ That for the original motion, the 
following be substituted, namely :—

This House, having considered 
India’ s extended arrangement with 
the International Monetary Fund, 
if of the opinion that the terms and 
conditions, on which Government 
of India have concluded an extend-
ed arrangement with the IMF arc 
detrimental to India’s economic 
sovereignty and to the policies of 
planned economic development for 
a self-reliant economy, and should 

.therefore, be reacted” . (4)

SHRI A.K. ROY (Dhanbad): Sir,
1 beg to move:

“ That for the original motion, the 
following be substituted; namely:—

This House, having considered 
India’s extended arrangement with 
the International Monetary Fund, 
if of the view that it seriously affects 
and infrienges the economic inde-
pendence of the country and firmly 
recommends that:—

(a) offer of the I.M.F., should be
rejected; .

(b) path of self-reliance should be 
reaffirmed ; and

(c) probe should be started by a 
Committee of Members o f 
Parliament against the forces 
subverting the country’s eco-
nomic independence by inviting 
conditional aid o f the I.M.F.” . 
(6) .  £ .
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SHRI CHITTA BASU (Barasat): 
Sir, I beg to move: *

“ That for the original motion, the 
following be substituted, namely :—

This House, having considered 
India’s extended arrangement with 
the International Monetary Fund, ex-
presses its deep concern that it 
amounts to:—

(a) sharp departure from the 
nationally accepted policy of

• self-reliant and independent 
economic growth;

(b) a deflection from the well-de-
fined contours o f the plan-stra- 
tegy; and

(c) virtual surrender of our econo-
mic sovereignty

and therefore calls upon the Govern-
ment to reject the terms and condi-
tions of the arrangement” . (8)

SHRI SATYANARAYAN JATI- 
YA(Ujjain): Sir, I beg to move:

“ That for the original motion, the 
following be substituted, namely:—

This House, having considered 
India’s extended arrangement with 
the International Monetary Fund, 
is of the opinion that it will bring • 
the country to the state of economic 
bankruptcy and recommends re-
view of this arrangement with a 
view to reconsidering the acce-
ptance of loan” . (10)

MR. DEPUTY SPEAKER: Prof. 
Madhu Dandavate will initiate the 
discussion,*.^ •

■ .*i • ’
PROF/ MADHU DANDAVATE 

(RajapuV): -Mr* Deputy-Speaker, Sir, 
after the^Hon:- Finance Minister has 
.moved' the motion for consideration 
.of the House, I formally move my 
•ubitituto motion which reads thus:

“ This House, having considered 
India’s extended arrangement with 
the International Monetary Fund, 
expresses its disapproval of the 
conditions imposed by the IMF 
which constitute an infringement 
on India’s independence to pursue 
her own economic policies rooted 
in the needs and interests o f the 
common man” .

This is a subject on which the de-
bate that has begun will not remain 
restricted only to this House; I am 
sure there is bound to be a national 
debate because the loan that is sought 
by the Government of India from the
IMF.(Interruptions) What does
the Hon. Member want to say ?

As far as these issues are concerned,
I am surprised to find that our Hon. 
Finance Minister, while making his 
preliminary observations, took so 
much pride over the fact that the 
Government of India has been able 
to have such a big borrowing. 1 
hardly come across any person who 
takes pride over the fact that he had 
been able to borrow a lot and again 
claim that that is a reflection of his 
credibility because he is able to have 
such large borrowings. That seems 
to be the argument. I will take co-
gnizance of that argument at a later 
stage, but at the very outset I would 
like to point out to the House that, as 
far as the IMF loan is concerned, 
there are four important aspects of 
which this House must take cogni-
zance.

The first important aspect is the 
big quantum of the loan. The second 
aspect is the financial situation that 
has actually led the Government to 
have such a large borrowing from the 
IMF. The third important aspect is 
the conditions that have been imposed 
by the IMF which really constitute a 
flagrant infringement on the inde-
pendence of India in formulating her 
own independent economic policies 
rooted in our own needs and the in-
terests of the common people. T he 
last important aspect is whether there
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could have been some alternative to 
having such a big loan from the IMF 
under humiliating conditions. These 
are the four aspects that we have to 
study in detail and in depth. If this 
problem is to be discussed in detail) 
there are two sets of documents which 
ought to have been placed on the 
Table of the House. One set o f do-
cuments would consist of the letter 
sent by the Finance Minister on 20th 
Sept., 1981, the economic policy state-
ment and what he considers as the 
statement of the terms and secondly 
also the memorandum prepared by 
the IMF. If all these comprehensive 
documents were made available to 
the Parliament or at least kept 
in the Parliament Library for 
the perusal of the Members, it 
would have been possible for us to 
study this problem in depth. But 
because our Government failed in its 
responsibility, and duty, we the vigi-
lant members of the Parliament can-
not fail in our duty. 1 am very happy 
to find that the Washington based 
correspondent of The hindu with his 
ingenuity was able to discover and 
actually expose the conditions that 
were imposed by IMF in giving this 
loan to India. At the same time, the 
West Bengal Government has also 
come out with a publication. Under 
Speaker’s Direction 117 as required 
by the procedure, I have already given 
a notice in the morning before 10.00 
O’clock, with a copy of the IMF 
memorandum seeking the permission 
of the Speaker to allow me to lay the 
document on the Table of the House. 
The Rules of Procedure demand that 
the Speaker has to scrutinise the me-
morandum or the document submit-
ted for tabling and when he grants the 
permission formally, the document 
can be laid on the Table of the House. 
Fully conscious of this procedure, I 
have already given a notice under 
Speaker’s Direction 117. Before, I 
make further observations, I would 
like to know from the Deputy Speak-
er as to what is the fate o f my notice 
and whether permission has been

granted to lay it an the Table o f the 
House..........

SHRI R. VENKATARAMAN: I 
have no objection.

MR. DEPUTY SPEAKER: Prof. 
you can lay it on the Table o f the 
House. It is under examination of 
the Speaker.

PROF. MADHU DANDAVATE: 
I have already given an advance copy. 
I think it is taken for granted that the 
document is laid on the Table o f the 
House if permission is granted by the 
Speaker.

[Placed in Library. See No. LT- 
2987/81],

As far as the quantum o f the loan 
is concerned, as rightly stated, this is 
the biggest loan that India has been 
able to borrow from the IMF.

SHRI R. VENKATARAMAN: 
Any country.

PROF. MADHU DANDAVA1 E : 
This is the biggest loan that we have 
been able to borrow. 1 he total quan-
tum is 5 billion SDRs and this loan is 
not being made available to India in 
one instalment. It will be made avail-
able to the country in three phases. 
In the first year 900 million SDRs, 
in the second phase— 1800 million 
SDRs. That is the way it is going to 
be split in three instalments. In the 
meantime what happens ? It is very 
specifically stated that as far as the 
International Monetary Fund is con-
cerned, the authorities will have an ex-
ercise of supervising the performance 
o f Indian economy. The Inspector 
General of IMF will try to find out 
what is the progress of the economy 
in the country, whether the amount 
of loan that has been given in the 
form o f first instalment has been 
properly utilised, whether the condi-
tions that have been directly or 
indirectly suggested have been 
effectively implemented, whether 
in the coming two phases the 
Government is likely to move in a 
direction in which the conditions
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imposed by the International Mone-
tary Fund arc going to be imple-
mented, etc. They will take 
cognisance and if they feel that the 
conditions are not properly fulfilled, 
they have the full freedom to cancel 
the rest of the instalments. Not 
only that, let us be aware of the 
fket that we are taking this big loan, 
not only they have the freedom to 
cancel the rest o f the instalments but 
they will have the freedom to im-
pose further conditions from time to 
time if they feel that for the fulfil-
ment of the ' earlier conditions, 
(■positions of further conditions is 
accessary, in that case even that 
particular exercise will be resorted 
to.

Sir, as far as IMF is concerned, in 
relation to this borrowing, they have 
introduced a very interesting condi-
tion. They want to see that their 
monopoly is retained and therefore, 
they have tried to remit the option of 
commercial borrowing by India there-
by assuring the position of monopoly 
lender for the IMF. He asked a ques-
tion during his initial observations 
‘Would you like India to go in for 
commercial borrowing from different 
countries at an enormously high rate ?’

Sir, the simple law in Economics or 
any other Science is that it is only the 
like entities that are to be compared, 
as Dr. Swamy, rightly intervened and 
pointed out that one set o f noims for 
borrowings involved certain condi-
tions interfering with our internal 
economics. In the case of some other 
commercial borrowings, a superficial 
rate o f interest might be o f a higher 
type. But, at the same time, if any 
strings are attached to that borrowing, 
it may happen that even the commer-
cial borrowing with a higher rate 
would sometime be preferable to 
IMF’s loan at a lower rate under 
certain conditions which are detri-
mental to the development o f the eco-
nomy of the country. The thrust we 
want on our economy will actually 
suffer. This particular aspect has to 
b e  taken vote of.

Sir, we are the loudest in professing 
the idea o f self-reliance. We are the 
loudest in proclaiming to the world 
that we are the largest borrower. 
There is a contradiction between the 
two. The contradiction is too 
obvious. We talk of self-
reliance and at the same 
time, we talk o f private interests’ 
borrowings from the IMF at humi-
liating terms.

To-day, let us try to find out what 
is the position of external debts. 1 he 
external debts to-day are of the order 
o f Rs. 15,000 crores before taking into 
account the IMF loan. Rs. 15,000 
crores is the external debt that India 
owes to other countries. What is 
going to be the addition after the 
IMF loan ? It would be one-third 
and, if you take up the percentage as 
a result of the additional loan, that 
we will be taking, then, our external 
debt will go up from 11 % to 15%. 
In spite of that, we are talking in 
terms of self-reliance. This is the 
paradox. We have to take note of 
that. Which was the situation that led 
to IMF borrowing ? The Hon. 
Finance Minister has made certain 
observations. He pointed out that 
there are certain balance of payment 
difficulties. The figure of import of 
oil bill at one stage was Rs. 3,000 
crores. With the two hikes that have 
taken place, it would have gone to 
Rs. 5,^00 and odd crores. No doubt 
difficulties are correct. 1 n some o f the 
questions that we asked, the replies 
had been given. Let us try to find 
out what are the various components 
that have led to the balance o f pay-
ment difficulty. He already pointed 
out that 47 % of the component is due 
to the hike that has taken place into 
case of imported oil.

Only yesterday, I asked an Unstar-
red Question in this very House. 
What was the question ? It was un-
starred question No. 1477. The 
question was: %
(a) “ Whether India will save app-

roximately Rs. 1,000 crores on 
imports o f oil and petroleum
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products in 1982 as a result of 
the new price formula announc-

•  ed by the OPEC and reduction 
in imports because of increased 
domestic production; and

(b) if so, to what extent the inflation 
will be reduced due to reduc-
tion in component of inflation 
due to prices of imported oil 
and petroleum products?”

I have the reply here. I shall read 
only one portion of that reply.

“It is difficult to quantify at this 
stage the foreign exchange outcome 
in 1982-83 on account of such im-
ports”.

So, whenever calculations are very 
convenient—they strengthen the view-
point of the Government—the cal-
culations are available even on the 
spot. The Finance Ministers carry 
the calculators in their pockets and if 
the convenient replies are to be given, 
the calculations are always available. 
But this  is an obvious  question 
which has been asked. We also know 
the reply but we wanted to get the 
confirmation from the Finance Minis-
ter. But they say it is extremely diffi-
cult to quantify. Therefore, I feel 
that while posing before the country 
the difficulties in the balance of pay-
ment position they are trying to mag-
nify the entire problem and I would 
like to introduce one more argument 
and, 1 hope, the Finance Minister will 
try to meet the argument in his reply.

Sir, I tried to find out what are the 
various components of the imports 
in the country—how much of oil, 
how much of fertilisers, how much of 
chemicals and how much of metals. 
There I find and that seems to be the 
experience of a number of economists 
who come forward with significant 
contributions that as far as our im-
port bill is concerned a substantial 
portion of the import bill is due to 
fertilisers, chemicals and metals and

not due to oil. So, these components 
have contributed to a greater import 
bill which has created balance *bf : 
payment difficulties. Afêthere nb 
alternatives by whioh we tan 'tone '* 
down the import bill ? It is possible * 
by encouraging indigenous technolo-
gy, by allowing the local resources to 
be utilised for fertilisers and also cer-
tain chemicals it might be possible to ’ 
substantially reduce the import bill • 
on fertilisers, chemicals and ‘also on- 
other metals which are>related to ŝch'* 
imports. That is one aspect which ‘ 
has to be taken note of. I am sufcfc ' 
if such alternatives are tackled' *it“ ‘ 
would have been possible for us to see 
that the balance of payment difficulty 
which has become so aggravated pro-
bably, it would have been possible to - 
see that those difficulties are toned 
down to some extent.

Sir, as far as conditions are con- ' 
cerned oui Hon. Finance Ministef has 
come forward with a categorical state-' 
ment that we are bound only by' the ' 
statement that we have sent to the" 
IMF. He has addressed a  letter 
dated 20th September, 1981. Along 
with that letter he has also sent the 
economic policy statement of the 
Government and he has also sent 
certain terms which are the basis of 
the extended arrangements that are 
being entered into and he contends 
that it is on thp basis of our thinking 
that the loan is being given and pro-, 
bably he may argue tnat/f in the IMF 
memorandum certain conditions Jiad 
appeared they are reflections of the 
conditions that we ourselves have inv- 
posed on ourselves. ./  .  ,

*  -  ; ■

Now, it is a strange -argument. 
Can our own Government, impose .on \i 
ourselves and suggest to the IMF1 
authorities certain conditions ‘Which 
humiliating to.our country, and if we 
find certain conditions which are ap-
pearing in the IMF memorandum . 
are almost identical which .have ap-. 
peared in the memorandum prepared- 
by the Government of India jjrobably 
it is a wonderful manipulation in̂the : 
field of economics knowing fully well
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that if we are going to surrender some 
rights and if we are able to take soft 
altitude to the private sector, if we are 
able to take soft attitude towards * 
multi-nationals and liberalise the im-
port policy,, in that case we are likely 
to get greater borrowing and with that 
perspective and telescopic vision of the 
Finance Minister then it is like this. 
If the teacher hits a student with a 
cane, the student can argue that it is 
'not at all the teacher who has beaten 
him .with cane but the student who 
rushed to the Chair of the teacher and 
had kit the,cane hard. That is, he 
himself anticipates what is going to be 
the perspective of the IMF—what li-
beralisation they want; what conces-
sions they want, what type of changed 
pattern o f taxes they want and on that 
basis make certain proposals and 
claim befoi£ the House that afterall 
IMF had sejt something which is our 
own perspective. If that is our per-
spective that is equally a matter of 
great degradation because certain 
conditions which we have accepted 
hive themselves run counter to the 
c.itire thrust o f the economic policy 
o f the Government of India to which 
Government is committed by various 
Resolutions and decisions of the 
Sovereign Parliament. . ‘ '

- * ' . * * ■ I. ' ’ *

• What are the conditions ? One of 
rthe most dangerous conditions is this.

I need not stress all of them. The 
emphasis is on more investment to 
strengthen the private sector. * I do 
concede ithat we have not got full 
fledged socio-economic structure in 

'the country and*therefore there is go-
ing to be private sector, there is going 
to be a cooperative sector, there is 
going to be public sector. But, is it 
not a fact that it is this Government 
which has been consistently saying in 
the Parliament that we consider the 
public sector as commanding heights 

j.;of the economy,? Is the approach 
o f the Government in regard to this 

» loan an expression of the attitude that 
the public sector in our country will 
be the commanding heights of the 

. economy, and therefore, whenever the 
question of investment comes in, we

will have more investment in the pub-
lic sector and whatever surpluses are 
mopped up, we can again plough them 
back for the expanrion of the public 
sector; and part of the surpluses can 
be utilised for the development of the 
welfare activities in the country. T hat 
is the social welfare perspective of 
the entire public sector in our country. 
That is also the concept o f a public 
sector in a welfare state. But is that 
particular perspective exhibited here ? 
No. The condition is that more in-
vestment will have to be made in the 
private sector. Secondly, there is 
a demand for liberalisation o f pro-
cedures relating to foreign collabora-
tion and royalty payments. But our 
Hon. Finance Minister holds the view 
that this is not a condition being 
imposed by the IMF but that we our-
selves want these procedures to be 
liberalised, we wnnt to see that foreign 
collaboration is strengthened and so 
on. Now, if I have understood the 
Hon. Finance Minister correctly, 
there have been number of occasions 
where it has been said that we donot 
want to give undue encouragement to 
foreign collaboration but here we find 
an entire shift in the original policy of 
the Government. The export orien-
tation that is sought to be given for 
getting this loan is an entire reversal of 
the Government’s attitude to develop-
ment and production adopted so far. 
The basic attitude of the Government 
so far has been that they would like 
the investment in those productive 
channels where the production will be 
more attractive and it will be the 
domestic market whose needs will 
have to be served. But here a new 
identification of a new policy is there. 
They want such export-oriented 
policy; more investments are to be 
made in new industries which indus-
tries the Government would like to 
pick up, not those which cater to the 
needs of the mass consumption of our 
population. But they would like to 
manufacture those commodities which 
are needed for those affluent sections 
and pi oduction will.not be|basically for 
those who live below the poverty line 
but the production will be directed to
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those who live above the line of afflu-
ence. That is the new thrust that is 
sought to be given and if this is not 
surrender, 1 don’ t know what exactly 
surrender is.

An upward revision o f the price 
structure in the industrial and agricul-
tural field is also hinted at in the 
Memorandum submitted to the IMF. 
We know the present situation in 
which we are having a spiralling o f 
prices; there are inflationary pressur-
es; a parallel black money economy is 
functioning in the country, every day 
exerting new additional pressures, 
inflationary pressures on the economy. 
In such a situation that is at present 
prevailing in our country the attitude 
of the Government towards the price 
structure is something which is very 
dangerous for the country.

Then what about subsidies ? If 
you want the interest o f the common 
man, if you want the interest of the 
agriculturist, if you want the interest 
o f the consumer, in that case, subsi-
dies in our economy is absolutely in-
evitable. It is necessary. But the 
entire emphasis here is that subsidies 
have to be cut down. So far as our 
agriculturists are concerned on the one 
hand they are not getting remunera-
tive prices. On the other hand in 
regard to the spectrum of the inputs 
which they require for agricultural ac-
tivities, they find that day after day 
the prices of inputs are going up ; 
they are not getting any remunerative 
price for their produce; under such 
circumstances subsidy is a must. 
But the Government’s attitude now is 
that such subsidy must be cut down. 
This is a basic reversal of the policy 
pursued so far. Is it not eating into 
the vitals of the requirements o f 
the agriculturists and the common 
people living below the poverty line ?

Now, let us take the fiscal policy of 
the Government. The fiscal policy is 
oriented in terms of shift from direct 
to indirect taxes. It is a well known 
fact and it is almost axiomatic that as 
far as the distinction between direct

and indirect taxes is concerned the 
entire burden is divided between the 
common man and those in the affluent 
sections. The entire shift is sought 
to be made from the direct taxes into 
indirect taxes. This has again been 
put indirectly as one of the conditions 
for the big loan.

Then the question of devaluation* 
1 quite realise that the Finance Minis-
ter has made a statement in this 
House that the question of devalua-
tion does not arise. While making 
his preliminary observations on this 
Motion, he reiterated his promise to 
this House that we are not going in 
for devaluation. The External Af-
fairs Minister in a statement from 
abroad also said that the question 
of devaluation of currency does not 
arise. There arc many Ways in which 
devaluation is interpreted. What is 
it that the conditions say ? It says 
about the pursuit of the realistic policy, 
regarding exchanges rates—regarding 
realistic policy regarding the adjust-
ment of exchange rates. What is the 
realistic policy of adjustment of ex-
change rates ? In effect, it will al-
ways result into d e  f a c t o  devaluation, 
if not d e  j u r e  devaluation and at a 
later stage it is bound to come. It 
might be true that for some time to 
come frightened by the public opinion 
Government might not go into the 
doors of devaluation. As rightly 
someone pointed out, it might not 
come in the direct form in which it 
came in 1966. The d e  f a c t o  devalua-
tion may take place and that again 
will be another blow to the economy 
of the country.

Sir, they seek a ceiling on non-
concessional foreign loans. This is 
again a new dimension which is in-
troduced into the entire economic 
thinking. He talked about the bila-
teral payment agreement. Now, our 
friends from West Bengal were veiy 
much disturbed that this actually 
prevent the interests of Soviet world. 
That is a very harsh way in depicting 
the entire thing and inducting politics 
into the simple economic problem.
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That is the condition that the IMF is 
introducing, not out o f its perspective 
that India should not be dependent 
o f any Socialist countries but they are 
more interested in serving their own 
interests and therefore bar on bila-
teral payment agreement is also there. 
These are the terms that have been 
raised in the Memorandum prepared 
by the IMF. He has been saying 
that Memorandum is not placed on 
the Table o f the House because it is 
a confidential document. I must 
point out to you that when he quoted 
one document here prepared by the 
West Bengal Government, in fact I 
wanted to get up to raise a point. 
Under Rule 369,1 can always demand 
that, if any Hon. Member quotes any 
document in the House, any Hon. 
Member can demand that that docu-
ment should be laid on the Table o f 
the House. I have submitted another 
document for laying it on the Table 
o f the House. Now, I am making 
another demand that the document 
which the Hon. Minister has quoted 
should also be laid on the Table of 
the House. I do not know whether 
you will immediately give your ruling, 
Mr. Deputy Speaker. He will always 
keep everything in suspense.

SHRI R. VENKATARAMAN:
1 do not want to make the Table of 
this House a dumping ground.

PROF. MADHU DANDAVATE: 
Of Course, many Hon. Members also 
dump here.

MR. DEPUTY-SPEAKER: The 
book is in everybody’s possession.

PROF. MADHU DANDAVATE: 
The b oo k  might be in your and my 
shelf at home. But if it is laid on the 
Table o f the House, that will become 
the part and parcel o f the record of 
the Parliament. We are interested 
in that. We are not so stupid in de-
manding for laying it on the Table of 
this House for a simple reason. 
Though we are in possession of the 
document, we want it to become part

and parcel o f our Parliamentary re-
cords so that in the posterity when we 
try to|analyse the past—some time after 
it is bound to be a past Government— 
they will be able to visualise the cor-
rect performance of this Government.

MR. DEPUTY SPEAKER: As in 
your case... ?

PROF. MADHU DANDAVATE * 
Always man gets the knowledge from 
the past experience and I am really 
getting it from my experience.

SHRI BIJU PATNAIK: You also 
had it. T here is nothing new.

PROF. MADHU DANDAVATE; 
The next point I would like to touch 
is this. What would have been the 
alternative to such big borrowing 
from the IMF ? As far as imports 
are concerned, there arc two types of 
imports. There are regular imports 
and there are contingent imports. 
For instance, if the situation is bad, 
we are required to import wheat. 
Though sugar pioduction is good, 
yet for reasons best known to them, 
they have been importing it; similar 
is the case in respect o f oil-seeds. I 
consider all these imports as contin-
gent imports, and what are the con-
tingent loans for this purpose ? 
Roughly, they are o f the order o f
2,000 crores of rupees. I am sure that 
by using domestic capacity properly, 
by rationalising the capacity, by 
streamlining our machinery, it would 
be possible to save at least 1500 crores 
of foreign exchange and there could 
have been some relief in our balance 
o f payment position.

Some economists have tried to work 
out what exactly would be the impact 
if we were able to economise in certain 
directions, and they have come to the 
conclusion that by a mere 10% cut 
in the consumption of petro products, 
we would be able to save a foreign 
exchange of the order of 1000 crores
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o f rupees. If 10% cut is there in 
petro products, it would be possible 
to save Rs. 1,000 crores of foreign 
exchange.

There is one more aspect to which
1 have made a reference earlier and 
that falls under the category of finding 
alternative ways. As far as the im-
port bill is concerned, a substantial 
component of that is in regard to fer-
tilisers as also metals and chemicals. 
As 1 said earlier, if we are able to use 
local resources properly, and build 
up the indigenous technology, we 
would be able to save much. If in 
this land of Gandhiji we are not able 
to use all our local resources and build 
up indigenous technology, in that case 
it is futile to take the name of 

Mahatma Gandhi. Probably when you 
move fiom one Gandhi to another, 
you also move from one type of eco-
nomy to another type of economy and 
that is exactly what is reflected in your 
policy.

As far as the entire IMF package is 
concerned, it is designed with a parti-
cular perspective. What will be the 
net result if all these conditions are 
accepted ? As far as the import con-
cessions, import liberalisation, export- 
oriented policies and all the conditions 
that are being sought to be introduced, 
are concerned, if all these conditions 
are not only accepted, but are also 
implemented, the entire thrust o f our 
economy will be completely changed. 
The public sector gets a secondary 
position, expansion of private sector 
and strengthening of private sector, 
the multinationals becomes the pri-
mary consideration. In that case 
what is likely to bs the future of this 
country. If all these conditions are 
effectively implemented, in that case 
the entire distribution of incomes and 
assets will be in such a direction that 
we will be having more inequality in 
the country; we will not be moving 
towards an egalitarian society, but to 
a direction where inequality will be 
accentuated. And that completely 
contradicts all the policy statements 
made by this Government on the floor

of this Parliament. If such a policy 
is pursued, which will be the class 
that will be the loser ? It Will be the 
workers in the field of agriculture and 
industry, small entrepreneurs, cottage 
industries and such other people. 
These will be the sections that will be 
suffering and the result o f that will be 
that we will not be moving in the 
direction in which we are expected to 
move, in which we proclaim we will 
move, and, therefore, the very basic 
economic policies laid down in this 
Parliament will be totally disrupted 
and destroyed. That is the reason 
why I am totally opposed to the con-
ditions that have been imposed by the 
IMF, and, therefore, I will conclude 
by once again moving my motion and 
commending it to the House for un-
animous acceptance :

“ This House, having considered 
India’s extended arrangement with 
the International Monetary Fund 
expresses its disapproval o f the 
conditions imposed by the IMF 
which constitute an infringement on 
India’s independence to pursue her 
own economic policies rooted in 
the needs and interests of the com-
mon man” .
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11 5T3T r̂ ^  % *ra^s, ^  
^ft w*z I  f o  ar^t 1 9 7 8 -7 9  

% ^ f t ^  1700 ^ f t ?  ^  ^T 

«n?m VT f5T*T STTcTT «TT, 5 5 0 0

SR tf % 357T *rar I  f SRTT 

^  rrsff ffl-fjr̂ r « te  ?nqi
^ t  aft f? « r %  « n ^ r s

%  f^rq ^ t t ' b V ?t ^ t 1 1  aft <?>£faT5- 

arT ^tt :̂ ^r % <n^r^
% 5tY?: jftarniff % s f ?t

%R w%  m  =5^ I  fo
f»T tr̂ T «ftai?TT ir m fflfas*
^ € f? ri? a rT  ^ t  ^ n f t » r  

f?T T̂cT I  fo  farrTTr
^T^faRT ^ekT^ar# ^r ^nftn 

f̂*iT, ^r % «r??T sft?f?R f̂̂ iT, 
a* ^  % fatr fo  «??gf. 
^T^ar# ^t fK ^  ^ «ftr sf’T

q^T%?ar *t ^t ^ t fw
*T| «F|t cT̂  ^ c T  I  I 

t  I fo  T̂rT
JTf | fo  5̂T T̂ 3P?T>TT5̂ , ?̂T sft
%cft T̂ T̂T̂ T aqr^r sr? vfo

%  m m  * f  f o ^ R l f  v t  f o t f t  

5^TT q?t f^T 5  »T |t, t̂aFT %
f̂ fotft 5T«FIT ^t f^^rT *  |t,

^t ^?ftfoetar Jr fo^ft spt.t t
^  fo»^r ?T ft I fJTT̂  ^T % 
%FZT aft ^ c T  t T R ^ r T U T  | ,  g ^ ^ t  

^  | ^ ,  aft jft̂ WRRT
wm% t% fo

1982-83 % 3r t  ^  ait 5̂  «nir 
|, % *nn^ gt an^, eft ^tf 

*Ft *TT *FT Ĥ cTT |, WT 
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« R %  T O T  5T $teTT I $0 qq-o

qo a^irras

^ n ,  OTFT WITT I  I ^oqffoqo

*pV %*&j % ^ tF ^ f sflr <forerr 
ft*TT ffclT, eft $o qffo qo ^  ^
?Ft t o  *r?tt i $  eft *n*>

^ t  t o  % fa q  *Pttf 
wt^tt i  far m i• q ^ o  q ^ o  sfoft srt^ 

i f  ^ o  q ^ o  q o  ^ r r  s r r s S r ^  ft^ r | q  

*ft sn̂ r ^  if ft
| I *PR TO^frj SOT ^  f t
$ o  q t f o  q o  q5*TC WK W T r

ff t  $  35T& ^ ’TT ^ e l T  |  f t  $ o  q f l *

q *  ^  r̂î Tcrr *tt f t  sr*n; * $

*rfe ^ i\z  ^ r r  eisr *ft % p r o  ^t 
Wfa fa*T 5TTq*TT i stftfaq q«fe
T F t  I

14 rhs.

S H R I BIJU P A T N A IK  : * They 
have the right o f  veto. Y o u  do not 
know.

SHRI SUNIL MAITRA : 
(Calcutta North East) : Only U.S.A. 
has the power of veto.

*ft t o  gwrffm t $  %m\ 
TO V f l ,  «TTT *T*nft TO «F| T̂T | 
5TTf o qiT* q<fio t  q^ ^»T ^TTî RT 
% |q f̂t T̂TcT SW* Wt̂ T 5TP<T 

Jf r I  3̂RT% f%qt $ m  ftr 
^  ^TTTVTO «l?t 'Tnr t  I 

ttttct 5RT̂ nr vt f̂ rq 
^rr »m5r t o  *nff 11

^TFRtq' T̂T̂ rar irit^T, * i  ^
TO ^ft *FTt f t  ^  ?̂t 5TTO

3T»rf eft T O R t

^ fa?T TOT I 'St& K fa flH T $ 

fH TO ^t P R  foiTT | fp 9-10 TT- 
?fe TT 5T>T ?̂t 5RT*T WT 16^
18 n xiz  qr f̂t̂ T wt
% ffecT 5t fftcTT ? *PTT ^T «Ft HIV 
t̂eTI ? «n|o qrf# q^0 r̂ ^  if 

fm ft 3ft 5̂T % 3ft ^  fcfrf-
f^r ^t | f t  t̂«r ^ft^r arf^r %
^ T R JT  T f e f t  t  eft f R  W$T f a t FkT v t  

«RT TO | ?

TOjftq ^nraror ^
firiW t *T« % ?ft»ff v t  JTTTT3nft ^  T O
^ ? t |  f t  k  ^  ^ t ? t t  ar - f t

1982-83 el*P^Rer STWTC W«RF«S |t 
3TTq iffT fit iTf ®F  ̂ ĴT )̂>PT f^r
r̂rq i %ft* ^Tft n̂snrr ^ $ ^ f t  

^ ^ ^ 3 rv t| « f tT i^ ? f t^ r  sn«er 
*ft % n  | fsretfrftsRt «ft 
^TW r̂r ftj?T 3TT I f?ft frrq eft
T̂ReT vt *>iv f^TS t̂ «PT*Tr

i ^r q?t f r f t ^ s r  vt ?Tft
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iftWT % fapt «ft iff ?ft?T STRT
fanrr tot  ffrq qf stpt far 
* T |  5 t « P  f a ^ T f  T O T  I ,  q f W e T  

*Tfl I  I

3 * r r e * r e r  W *  i f  * f c f

s f t  ^ r a r a r ^ f ^ i r t  |  f a r  f a r t f t  %  s r f -  
ft  11 

tft faf?T??£T ^  fTT^ SPT fcqj

1 1  f*r *<ft f  s  qisft vfifr Sr

1 1  12 *n?r % arnt srfr fW rc  ^t?tt <t£ 

*ft % sft* ir% ifft 3TeT *t tft STT'B 

fTOT TOT | I 3Tf f ?t *Tf sfta farm TOT

|, * T » T T  5ft=sr if f*TRt *^>T>ft

5 * * 5  *?*ft |, * tr  srtfarrr ^ r t  <??>- 

fa*PT * T  s f t ^ ^ R  3 5  3 T R 7  I ,  ^ T  ? f h  

«ri»t ^5% | eft ssif tt«ft wrft^R

* n p  t  f a  f»T  w i f e  TTJTo q c p o  &  *ft?T

¥ t  e f a R >  f r S e T  ^  I f * T  i r

? ^ T 7  I  | w  far^ef * F t  f  *T  ^ f |

e ft W , ^ T |  eft ?T # ' I ^  5TT^ i r  S t t i f

^?itaR ^  1 1  sr*rc srtf

<re ^  f^ T « T  « * r r  5 * T T < t  5 ft5 5 n r

t f t e r  f t  ? r ^ e ft  |  eft q f  | * t  3r 1 1

« r t  5 * r t £  q r ? f t

T f ^ t s r  f*r *t t % q«Rfq^ % stt  ̂ p s  
f ^ F F f t R  f t  w h  l £ R p f t 2  %

i f  f * r  * T R t  f ? « r fe r  s * * *  * r  

^ f  e ft IX  5 T R  i f  * T f  ^ T f f  I

far «r* strafe  *rt vft #' i qf 
5 0  1 W  * t  t  I 

f e  *t 3ft *t f *  *T 
f  I S f f f l T O  f ’ T T ^  5 f t  f e f q j ^ V s r  

|  a m  g ^ F t  f t r  n t ? q  mx ^  vftx 

^t if f*r qq̂ ft qtsft̂ rr
* * * « 5  fT < f  e ft  f * f  q f  ^  % %

« r ^ » f t  i  .

^ f t  *re ? r i f  e R q ;  %  ? f t  i f t r  

cTT̂  % 7ft WTTOt̂ T WZ&fi ^ ^  2TTcf 
v t  ^ T I  far f t ^  % f ^

*nft w zni f̂t TtfT 5trt ^rfftr, tr> 
? r^ T f ^ t ^n^T ^  fajTT 5TRT ^rf^tT I 

« R  f*T 19  m i z  *JTO jp ft

^  ft̂ T̂T *TT̂ t f  irk r̂i% >̂t 
^ « T 5 i r ^ ^ T  jp t  ^  ^ 7 T T  ^ T f ^  I  | e ft 

|̂T 3TT 7fT I  f=F ihflSR ft 
f^TTft R e f ’ TeTT 7T «TT̂ TeT f*TT | I WT 

^  S F T T  i f  ^  eR»?5 %  « f t r  ^ T  e TT 1?) 

% ^ft JTTrotq ^ i *  «Ft JT̂ t 

^ t  | f% iRt ?r^n| ^nrr ft% «fft
^SeTT ^ T  5TT T fT  | , 

^n?t Tt̂ rr 5trt i ?in ^  ^  

?Tft I  far ^  1980 ir, *F3(Z % <TT 
sft?̂  |q JTf T̂eT W>$ «ft far fif IPT̂  
qfŝ nr t̂t qr^tTiRr ^rjtt 
^rf^, ?̂rif ^tst r̂ft f>rr ^rrf^ i 
f̂ TRT ĉ TR STfite ^t q-f q ^ 5 T  

VTeTT t — Ten per cent return 
will be a reasonable return 
from  the public sector.

* T * R  f a i t f t  ^  ^  fa r ^ ft  ? T T f  %  

?T5?ft̂ T̂ 5r *FX % q^r^r Sfrt

T̂T% spt T̂eT f t  3 f t T  ^ft^T^5f 
^ far̂ H 5jTtT ?fh ^Ŝ rt 

^ tfa5%j qjT^f^q-, f̂qj^RR
3Ft 5 T W  f t  3TTTT eft fa ^ rfa e ^ T  TTSft̂ T ^ t

5T¥TeT Tf»ft, 'T f i^  ^ tftfar

^ft#q f a ^ '^  % srf^  ^ i f  *
ft— fTOTfel ^ F t  5>ft r̂f̂ TT I

% ^ t  JfTfeTT fai ^tira ^5RT ?ft 
TT̂ eTT | I qfSTT TReTT qf | far qfai*
%^'?ft % srfciT Tf5?T̂  f̂rt
*?T JT̂ TR T̂TrT* fa> 3-tfiFt ?T5¥ft-



[«ft * tf*  T O  gWTftm]

f^it ^  areTeT ?r qf *rk ^ §5 
n<r% qf* «tt g *  $t ftar%*?r f^T 

forfcr % i

T O ? f i * T  w i e n e r  a ft, f f w  *T aft 

*ft*Tf?rre qrftar |, ?rft >ft vtf *rfc5R» 
fare *?rfatr ?r$r $t% ft? fare 

t f a f i r c  f t  a n q * s f k  g r o t

tfitftST^l * f ,  % *T*t sfa,
qwfaro ff sifa ^ tt t̂ % st ot  s*fc?- 

f t  a f t r  * r e t  $?r im  f t
ftrq TOTT qnH %TTcTT J I afft 

f*W» 5**fftar |, qfivTqF |,
3*%3JqT’fa^TT *T% ^T ?TT̂ T 
«f»T TO*t t o  r̂t arr̂ r <ft

t o  *r$r »ft i

* * r « r a  a ft, q ^ f a r s a r c  %  vr*zr aft 

I  ITT %  *T??fT aft

|, ^  qr*?t % faTT
«pf*TCfc f%mT »Pn I, T̂T *fT *PTT | I 
^ r r  f t * r  a r»rf f * R T  *n rr |  ? aft 

ITf^fe ffT*rt 7% *Ttr I, *fT !PfT 
•rot | f% ^t srfssst *t
OTFeT *T S»t ? T̂ft̂ T f^wt ftaj 
*FT̂  tft TO ^  ^  ^
t o  i ajft afnrtt **r *Ft an 
|, 3*r*t ^  wt ?req» e t o  arifiT 
* r f^  i t

TO^HT *T̂ lOT, STSSft TO s f  |
ft> is% #*£-s tto  St ^  stot

flfanft TT 5?5TT H^RT *TRTT |, F̂T̂ T
& ft> 200 ^ t f  ^r iftw^- 

JTTC * ft  f̂eTT | I S ^ t  5T | ft? 
s t a T - f  r e : % arftq aft s fa r s t ^ r d t  

¥ *r  *t t  f iR T  amprr, **r fa q

*63 IEA with DECEMBER 2,

ft 5ft ftr ^rftro't vt ^  xmj 
an?rr ^ f f t r  I T̂cT eft |  fti
ar  ̂ ^ t  jftaRT . # I T R  f t  e ft

fT?ftq% vt ^rq*tf?rffffw2t er*r g f, 
?rr5t? m pn, v5r»r-̂ w»T zjT*tz enr 
m  3fT% *K  fT  &Z f*r f̂eT % r̂ fTT 
5nTR ifReft I  ft» ?ft^T-fTqj %

erft% r̂ «ftT ^5T %
ârz % m sx  3?eTT T|, ftr̂ T̂

Deficit Financing % ftrtr 
^tttt «n ^ rorr  q| i

aft ^ft t o  v j t  *r l  I ,
q^T^f?r ?Ter ^ ft I , w & m
% to^t if wft % !n«r
fteTT I  I iffa-tfT ^1T fiyt | aft vff 
5 ftJT  V t  3TeT ^  |  e ft ^  ^ t  T O ^ ? T

% Ŷx T'T sfhrn q7^T^^r tft t̂?r
njr ftefr ? srif v h  ft^T
5 t ^ r  Jf »TtT ft> fTJ?f w  ft»]T *P t| ?ft^ 

%rTT ^ r |  Bt^rf^r^e: *Pftai ^t *pff ^  
ft, ?Tf f ^ 5 R  ftefT | I

^  % fir *Tf WR ftr sffa % 
? i w  ^  ?rq?iY fltroreft *Ft ^  ^  
an ?

^ T T ^  aft, ?Tft q r  ftre  
st^tt ^ t o  ^r *ii\ ^rr
m i  ftr f^r **n »tfT *rft€ t-«flw % w  
^ Hq>T | i ^r fffp T O  % «r^r
f i t f  ̂  ftr ?nr(t^T CTTft^n^ apt
^ r |  ^qj-16 ^ T f r  I ,  ^  c R i f t  
fJTT^t sr^T^TT^t ? rk  tTTTeT ^ ^ P T T  ^  
▼ft ^q^*n?ar ?fk î t îer
iTiff ^t t  eft ^T JTT̂ sft q»«¥ % 
?ft?T vt ^arf % fJT fTnft ?ft^Tf^t ^t, 

^sftirat vt, sm > wf^ftroraft 
V t  lrff>FT^r ^ T %  ^ # it  ?

1981 the IM F (Mofn.) 364
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*Tf 3ft *R*R iTfT 5T3t i ,  Hf 3R5TT 
^2? ?R*?R *t eRf f?T5ff

Jr «rft ft sfk mwsff $  ftrer st*fr

? n r ^ r  ftrarT, %ftr?r it t^t

tw  *ftftrfr*w *rk s^Rrfa*? 

irrsrT^t % ?Ftf tft q^?r

S?Tfa*n: ^ir «rnr»iT, ^ f  fir *$p -
?Rf ^TTt^f ft^TT •STT̂ IT, f^ f t r  mtft

ere? i*tft f?«rfcT ?r̂ V g f | snft 

s a f e s '  ^  ^  ^  R,rn: ^  3Tcr q\r 

^  I  f r  ^  ** V*T <TST ft
sm* ft? *p r  *rf ?r>r t | |  ^rf?riT 
tf*r J*$ ft  ernnrr i ^ff f*r tro^-imr
*f?T THsfk JTH3?R ^r% I  ? Sf7̂ rf 
sr ftnrr f*r s m t

'nfrrtfta *f> *?»rafk im 't

sta rle t $rk gsftiftft v t ssrcf % 

f^T% s r  s*r, s*r ŝr *5fNff *?>
% faq 3r *T*TOeTT f  ft? *f?>£ tft 
far fteTT ft? f t r ^ l  35Tf *r f*T

JTf ft? f*TT̂  *Tft ^TTf *FT
f«rrfaer ft 5rrq»rr ark ^  ?r>r *rff 

<TT I

OTT^ST JTftW, *Tf £ft? SIcT | ft? 

*T3T? *RT %S ft *f?t̂  *M t WTcT JTft 
ftrft I fa*T ^  % 3?T*T *T?T fl3? eft STgeT 
W=5®t T̂cT | I *T*fr *Tft <R »>$KR 
3«^eT ^ ifff fr  3*1% %5«R-fT̂ TiRr ^  
«TfeT f̂t%5 3$t? ft̂ TT | I

f̂r sricr ft * ^ R  ^ft ftrzrr srr *r*?<n 
ft? ?tt% % 4 ft?r^
IT Vii z% STeT ^T ft?m 5TT TfT | ft?

jt?t srrft ?ff7?r 

^t^ff t t  a w ^ ^ n r  ft
xftx f*r ^rTf^ | ft? «r« f*r #

7f% ft f^Tlft 3ftT «TR5f

stairs % r̂ f^ ^ ? r  %**? ft 
r̂rtr w k  « h r  f t  srTeit | eft f^r «jTfT It 

f?r f̂hsff ^t %% sr̂ ter q%rfY i 
V$£* % *rr*£r Jf ?ft f*r spt 
*nftr?ft TT?r? <rt*ft i o t  »Fti  u f 

mX 5̂TcTT I  ft? f*T »T ^- 
4^?3T Vt fJT̂ TfS mx t| I  eft ^ft 
5TTT ^ T ^ t  ftTT^TT | I «Tf W Z  | ft?

xi fc'tftn?* «ft wsft % faq,
% ftrtr, zrft vt

5fk^^r «i?t % f%tT, q̂ ?rftJ?r vt 
% ftrq f5R- ?̂iftr?2t3r ^t 5TF?eT

I srot ^  % wmft 3r %mx
^sr %ftx ^r?T ‘̂  ^  r̂ srtI %nft |, 
zrr f?r ?̂tjt r̂ %tt <r?r ^  |, 

<hr ^  | r  ^̂ f?t *ft*r 
f  >r ?̂t 5??t?tt ct%itt errft? ^ r  vt 

5r? ?ft? srk * sft* 5t̂ ? ft I

r̂ v r  w  srTeft vt 

f  if * r ^  t ^ t t  f> n  i

*?k % ht«t 3T̂ r?5T
q?ft^?r 11 *rft??r .^tf *rf ^ t  vf 

’sre?eTT t ft? f̂tfrr % tr̂ fafaq-iT 
% ftrtr 5fr.f^«r ftnrT ^  |, m «tt 
r̂̂ TT ?̂tf ?T̂ T T I  I «Tf «ReTT

I  I wt ft?*TT *TJTT I  «Tf 3̂ fr 5Pf?rc
5fr jt $ i qk f̂t 5jt iT̂ ftJfs

ft iT T  5 T R t I  eft ^r -ft « F § f  « T f  ^ i T

<T̂ r ?Tft SFTeft  ̂ I 'Tf'tf^T  ̂%
J r  sfti  ^ ' f t ^ r  ^

* P t ? I T ^ r J T  ^ ? 5»TT ^ rrfc T  I  eft * F t f  1VZT

xmft 5twt mft q^tftfft t  i f^r 
» T f ft^ R  mxw ftm ft? vn  
flTTft f?ft>«Pr€t ft3T?[ ^ t  I  fftx XMK
T t a ? r  |  e ft * n ? ? 7 ? r fe 5 r  f a r

$ : s fto  i? ? c R t ^  = P fT  t  ft?  3 |t

^ 5ft Tf̂ eTT 3eTT*TT «TT ^  TH% IX f*T 
eft ft t jf e T  ^ ^ 1  I p  f t e f t  I
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5ft̂ ?TT STf* % % f*T TT̂ t
t k  ?tjt 7i^, <Tf?r ?ft f*r 

^  S^vt stft ? 1 ’RM <nfr-
?t t w t  i f t  f w f a n z t  f  f r o r  * r R e f t 1 1

fo*TT?T tft f*T*Pt OT*ftf*RTT Vt *TFT%
fpt *nrr | i fw ft ^ tr t  spffa % arrsr 
%eft fft spt >r$ | ĉT̂ rr ft & m \  f*r 
V f  * * f a s ,  TcT?TT ft «rrcr ?fta- 
4»ftfT«r stfta % ^rff(T i ^  
tffc f*r 5nr qfa* $ 5rr̂  | eft 5* sr«r 
f̂tsff 11 fierier t  55 *t

sffar^?r *i'%  *rt Tf^rr i *r<rc «rr̂ r 
*rr fpft£ ww sr

f?*rr *rer ^  *t*t t  fir fsr ^r
S^rts *m *n? <ft fsr^r *nr*r* *rf 
f1*TT f o  f*re?t gfairr % *rm?t *f»r»T
STT̂ r W[R] qfiTT 5T>7 SRT5T %
f̂ nrr f  *nt ffpft *r^ ^  ?ft*er
OT STTtnft | f i f  *r|T  ft it v T *T*TT’TT *

<Tf sflr *Tf tfScT ?T srrq
5TT# fo  ’TjferfSTT ¥t T*fr t,

**T*t f*T TOTCcT SFT
11 surer sftrojr Sr f  *r ^rt ^jft vx  

11 s*ff i H  \ f x f t m  T>%f?rct5r 
«r?*ft srrqjft c*ff ?cff »*TT?r qjRr̂ mpTT
«P> f  <Tlft Sffeft ^*ft 3TTlT»ft |
51TTCT apt ST̂ TcT <?? »ft eft

3*II5T w X *  ?TJR ft eft

Sf >ft f  *T SRTT q-|»TT I HT3T—

foffra ^55rrfirT ^r T̂Tt̂ r ff r̂

SR «TT TfT | I W zft»r ^

f  it w?t £ m  ?ft?: f  tr

^  >fr i «ft;r  ̂ ^t , ?rfsH?t ^

*p t  ^ft qifesrrssrT ^ r ?^ »rr?r

51% *€*t VtftRT f*T r̂t iRTt ft<ft I

^vTT^T % *Tfe3- spt WnT ^7%
?Tff 5̂T ?T^t | I

fcre frm̂r % ftnrr *t*tt |,
% znx ^^ft stp̂ t f ^ r  «nrr 

| 5 ?r*nwT f«F ^ r  % % r^  *pt| 
f̂t ?T7?T ^  *FT ^TnT ^  I, 

ĉ TFfr SFt 5Tt 5TTiftfrft9r I  ? r o  ?TT>7 
^  r̂r g-̂ r$r ?r̂ f |, ?*7t?ftf*r*, 
?ft5T5r Trf?r«t5r % frry^ ?Ft
^  STTeT ?T  ̂ | fft7 & «Tft T̂eT

ZTf | fap iTft 3FT̂  ^r^ft

| I 5ft ZTf ?TT^TT *Tf t <TC | ?Tf

ftr̂ ft ’sftsr vt t o  ft

T̂ T ?T̂  fteTT | I t  ^*T^r g fo  5ft

sr>r s t m  *p ?t  | f?r^ f^r v t 

^tt^tt *̂rr ^rffq wt  ̂ f*r

^ foqrr eft *Tf ^Tfef) ft f>*TT I

SH R I S U N IL  M A IT R A  (Calcutta 
North East): It is a queer sort o f  

debate. The Finance Minister while 
introducing the M otion  anticipated 

the debate. Actually, before any-
one from the opposition could speak, 

he started the reply. T his is the m an-
ner in which the business o f  Parlia-

ment will be conducted by the Trea-
sury Benches. '

Anyway, it will be seen whether five 
billion S D R  loan was received by 

India through the grace o f the Inter-
national M onetary Fund or through 
the cunningness o f our ebullierrt- 

Finance Minister or his deputy; it has 

already become a matter o f contro-
versy. Otherwise, how is it that only 

the other day, the Finance Minister
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pointedly told an H on . M em ber that 
even you grandfather could not get 
this loan ? Let m e assure him that 
our father or grandfather would not 
have dared even to think o f such a 
treasonable action.

S H R I S O M N A T H  C H A T T E R J E E : 
It was a slip o f  tongue; let us accept 
it. .

S H R I S U N IL  M A I T R A : N ow , the 
Finance Minister has arrogated to 
himself the role o f the India’ s grand 
old Santa Claus bringing Christmas 
presents to 703 million children o f this 
country in the form o f 5 billion SD R s.

Before the loan is contracted for, 
was there any attempt made by the 
Government o f  India to obviate ba-
lance o f payment difficulties ? The  
only explanation the Finance Minister 
gave then as he gave today in favour 
o f this loan is the balance o f payment 
difficulties. But was there any other 
alternate way to obviate the difficulty 
o f balance o f payments deficit ? N ow  
at the moment, we have got 
foreign exchange reserve to the extent 
o f about Rs. 4 ,000 crores. Only 
yesterday, the Petroleum Minister 
announced on the floor o f  the House 
that by 1983 we would be self-suffi-
cient in petroleum products to the ex-
tent o f  60 per cent. N ow  as Prof. 
M adhu Dandavate has already said, 
we could have at least tried to curtail 
the consumption o f petroleum pro-
ducts. But no attempt was m ade. 
So far as imports are concerned, there 
are two types o f  imports-regular im-
ports and contingent import. This 
year in the contingent import, in spite 
o f  the claim nude by the Government 
that last year we had a record produc-
tion o f 133 million tonnes o f food-
grains, we importe.l 1 . J2 million ton-
nes o f  foodgrains from U S A , whose 
landed cost was Rs. 190/- per quintal. 
H ow  is it that when the country had 
produced a record harvest o f 133 
million tonnes, he imported 1 .5 2  
million tonnes ? Could it not be 
avoided ?

P R O F . N .G . R A N G A  (G untur): 
N o .

S H R I S U N IL  M A U R A :  W e say, 
yes. But no attempt was made. 
Y ou  imported edible oil. Y o u  also 
imported other items, which conve-
niently could have been avoided, 
thereby bringing down you import 
bill. But no serious attempt was 
made.

Then there was gold reserve. Dr* 
Bhabatosh Datta, who was the C hief 
o f the South East Asia Division o f the 
IM F , has written an article in the 
Statesman saying whether any alter-
native avenues could have been ex-
plored. H e says:

“ The gold stock with the Reserve 
Bank is now Rs. 2 2 5 .5 8  crores but 
it is valued at Rs. 8 4 .3 9  per 10 gms. 
while the International price o f gold 
is about 16 times higher (around 
$420 per ounce)/I he question o f the 
actual revaluation o f gold stocks 
raises a number o f issues, but the 
fact stands that India has a not-so- 
hidden emergency resource o f more 
than Rs. 3,500 crores.

There is, besides, the gold stock held 
by the Government o f India, com-
prising the outputs o f Indian m in es,. 
gold seized by Customs and gold 
donated at the time o f the frontier 
troubles in the northeast. The  
quantity o f this gold was 8j  tonnes 
in 1978, when the Janata Govern-
ment started selling from the stock, 
and was 72 tonnes when the scheme 
was dropped. There must have 
been additions since then and it is 
safe to assume that the Govern-
ment has another Rs. 1,000 crores 
worth of gold at international pri-
ces. Besides, there are substantial 
‘ excess balance’ in the foreign bank 
accounts o f Indian embassies and '  
other missions abroad and also in 
the accounts o f  Indian banks 
operating at foreign centres” .
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If all these alternative measures 
were explored, the chance was there, 
the possibility was there that con-
tracting this huge loan of 5 billion 
SDR could have been avoided. But 
the Government of India did not do 
it.

When this application was made to 
the IMF, the Finance Minister said 
in his letter o f intent to the IMF, 
firstly, that the balance of payment 
position was very bad and, secondly, 
that our export was suffering because 
of the protectionist policy o f the in-
dustrialised countries. Having con-
tracted this 5 billion SDR loan, how 
do the Government propose to pay it 
back ? The Finance Minister gave a 
long lecture, for which he took about 
one hour. But he did not say how 
this country proposes to pay it back 
by 1984. Are we assuming that the 
protectionist policies of the Western 
countries will diminish or disappear, 
so that it will be possible for us to go 
on expanding our export trade, and 
thereby not only wipe out the deficit in 
the balance of payments, but also earn 
surplus, by which it will be possible 
for us to pay back the loan ?

The IMF and the World Bank very 
recently published a survey of the 
potential economic situation o f the 
entire world upto 1980. I am quoting 
from the London Economist so that 
you do not say that I am quoting 
Ashoka Mitra:

“ The world economy faces a slow 
recovery back to much less than 
rude health, according to the IMF’ s 
forecast. While the short term— 
this year and next—looks predicta-
bly grim, there is hardly mere to 
cheer about when the IMF gives a 
glimpse of what 198  ̂might be like. 
If you throw in the latest World 
Bank forecasts—which are in some 
detail upto 1990—the decade looks

• almost as dreadful as the 1970s 
proved to be” .

lt goes further:

“ While growth looks slow and 
patchy, the financial implications of 
the IMF’s forecasts are just as dis-
turbing. Even with no increase in 
the real price o f oil, the fund does 
see the oil producers' current-ac 
count surplus shrinking as quickly 
as it did after the 1973-74 oil price 
rise. Yet, the industrial countries 
will probably manage to shake off 
their deficits almost as quickly as 
before. Inevitable result: the non-
oil developing countries are stuck 
with deficit that are larger and more 
persistent than in the 1970s. Fi-
nancing these deficits will push the 
oil importers...”

—one of them being ourselves— 
“ deeper into debt.

“ Financing those deficits will push 
the oil importers deeper into debt. 
The fund is gloomy about the pros-
pects for concessional aid; it also 
expects real interest rates on com-
mercial loans to remain positive, 
per haps to the tune of 2% or so. It 
therefore, thinks that debt service 
ratios, which jumped sharply for 
the oil importers between 1977 and
1980, are going to stay high” .

This is the forecast o f your men-
tors, the International Monetary 
Fund and the World Bank. When 
they have extended this fund facility 
programme, after the period is over 
by 1983-84, when the time comes for 
repayment o f interest and principal 
amount, then it would not be possible 
for you to increase your export trade 
because of the gloomy situation of re-
cession, of inflation and the condition 
of the market in the international 
world. So, how to pay ? Borrow 
more. And after borrowing more 
you are going to pay interest and the 
principal and thereby you sink more
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and more into the quagmire o f debl. 
Y ou  enter into the debt trap. There-
fore, I would submit that in a calcu-
lated and deliberate manner this 
Government has led this country into 
a debt trap which will ultimately not 
only compromise the economic sover-
eignty o f  this country, but it is going 
to compromise the political sovereign-
ty o f  this country also.

N ow , let us see what are the condi-
tions o f  this loan. Prof. M adhu  
Dandavate has already mentioned 
about them. (Interruptions). Tw o  
o f the conditions are that domestic 
bank credit from  the Government 
should not go beyond 1 8 .6  per cent 
in 1981-82. Secondly, the IM F  has 
also prescribed the limit o f  external 
loans, that is in 1981-82 the commer-
cial borrowing should not exceed 
S D R s $ 1 . 4  billion. Here, the point 
is, M r. Sukhadia said that ‘ you always 
said that the expansion o f supply o f  
money should be reduced’ . O f  
course, we did say that. But he did 
not listen to us properly then- N ow  he 
is saying this because he has been dic-
tated. This is the difference. Today  
being dictated by the IM F  you are 
obliged to do it. W h y the IM F  is 
doing it ? It is a policy mix. In 
respect o f no other loans— I am chal-
lenging the Finance Minister to refute 
my argument— granted to any other 
country the International Monetary 
Fund put this condition saying that 
‘ beyond this limit you are not allowed 
to borrow from the market. It is to 
India that they have put this condi-
tion and there is a specific purpose for 
putting this condition on India be-
cause IM F  wants India to be a ‘ tied 
client’ o f  the International Monetary  
Fund. India should not be in a posi-
tion to manoeuvre. Therefore, they 
have put this condition. This is the 
language o f the IM F  M em orandum  
in putting the conditions:

“ 1. A  phased ceiling on total do-
mestic credit, and a phased sub-
ceiling on net credit to the 
government,

2. Ceiling on the official contract-
ing on guaranteeing o f external 
debts with maturity between one 
and twelve years, with a sub-
ceiling for maturities between 
one and five years” .

Regarding bilateral payments Pror. 
M adhu Dandavate has already men-
tioned, I do not wish to cover it.

Import subsidy: You  claim your-
selves to be the greatest builder and 
champion o f self-reliance. W hat 
about these things ? I am quoting 
from IM F  M em orandum . You  
please reply to i t :

“ the authorities have indicated in 
the plan that for the future policies 
would aim at stable environment 
that is neutral as between produc-
tion for export and import substitu-
tion, with possible conflicts between 

, the two being resolved in favour o f  
exports” .

I f there is any conflict between ex-
port and import substitution, then the 
dispute will be resolved in favour o f  
export and not in favour o f import sub-
stitution. If something is available—  
here you are opening the door to 
multi-nationals. Multi-nationals are 
coming here. If you tell the multi-
nationals to manufacture a particular 
item and if you say “ in order to manu-
facture that particular item this parti-
cular item is available in this country, 
you need not import it” , and if there 
is dispute between the multi-national 
and the Government o f  India on that 
score and the multi-national says, 
“ N o , I am going to import it and not 
get substitute from this country” , 
you have to agree to the dictates o f  the 
multi-nationals. W hen there is any 
such situation, in the conflict between 
export and import substitution the 
dispute will be resolved in favour o f  
export. That means he will not be 
forced to take the indigenous thing. 
He will be allowed to import that vei y 
thing. So import substitution has 
been given a good-bye and your dream
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and tom -tom m ing o f self-reliance is * 
given good-bye. ^

Im port Policy: W hat does it m ean?  
I f  you liberalise the import policy o f  
this country-specially small and me-
dium manufacturing units will be eli-
minated in no time whatsoever.

“ Econom ic efficiency would also be 
encouraged by steps to allow the 
forces o f  International competition  
to operate more freely, and selective 
import policy steps to reduce levels 
o f protection o f domestic industry 
will be considered. Some libera-
lisation measures were introduced 
in the import policy for 1981-82 and 
the authorities indicate import poli-
cies for 1982-83 and 1983-84 will 
contain significant liberalisation 
steps” .

Year 1982-83 has not yet started. 
From  1st April, 1982, 1982-83 will 
start.

W ith  the import policy o f 60s which 
this Government propounded, this 
Government stuck to some import 
policy. Last year not only it has been 
changed with maximum liberal im-
port promotions, it will be further 
liberalised in the year 1982-83 and
1983-84. That means that some 
wrong will happen to indigenous in-
dustry. You  try to understand it. I 
may tell the M embers sitting in the 
treasury benches, it is not a question 
o f  scoring a debating point. It is a 
question o f the sovereignty and in-
dependence o f our country. It is a 
question o f  economic independence, 
sovereignty and political sovereignty 
o f the country. It is a question o f  
existence o f indigenous industry. 
For the last 34 years people fought, 
people shed their blood, people toiled 
and therefore, made scacrifices. 
Whatever we have uptill now built 
up or done for the industrial life, 
through this import policy you are 
going to demolish, '

1 he next condition is that the multi-
-nationals will be given every help.

;  .Procedures ^relating to foreign colla- 
•boration arid royalty payments are 
"being considerably liberalised over 
{industries. A t the same time, certain 
industries are being identified for 
special encouragement where the p o -
tential for technical innovation and 
export is judged to be high. Flexible 
policies with respect to administered 
pricing are expected to encourage 
technologically from  efficient factor 
use, established for commercial ener-
gy” .

Last but not the least. These are 
the recommendations o f  the IM F . 
“ For the period ahead, administered 
prices o f  both the Centre and States 
should be adjusted flexibly towards 
the objective that they fully reflect 
economic costs” . It means prices 
will increase. A ll administrative 
prices will increase. ‘ ‘ In  this context, 
there is a.scope for further adjustment 
to coal and electricity prices” . That 
means, the country should know, that 
in the darkness a conspiracy is being 
hatched to increase all administrative 
prices and the next axe will fall on coal 
and electricity prices. That is, price 
increase is expected there.

“ In ensuring that, price adjustments 
are implemented as appropriate, the 
staff will collaborate closely with the 
Bank bearing in mind the Bank’ s 
focuss on appropriate present policies 
in sectors supported by bank lending. 
The authorities envisage strong deve-
lopment in the private sector. A c -
cordingly, policies to stimulate private 
investment, including foreign colla-
boration have already been strengthen-
ed. The staff will give the thrust o f  
the new pragmatic industrial policy, 
and its implementation thus far has 
displayed flexibility and a significantly 
changed attitude towards the role o f  
the private sector especially in the ex-
ternal sector. The authorities are 
amazing at a reversal o f  the previous
direction......... ”  It is very important.
This is underscoring the point* This
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is again supported by what Prdf. 
M adhu D andavate has said. W h at-
ever in the form o f  Industrial Resolu-
tion which you said in 1956 and on-
wards, through this Agreement with 
IM F  you are sacrificing and the entire 
process is set to be reversed. 1 he 
Bank says, “ The authorities are amaz-
ing at a reversal o f  the previous direc-
tion o f policies which made the d o-
mestic market more attractive than 
exports. The staff believes through 
it is o f critical importance, with all 
possible measures be taken to achieve 
this objective. Towards this end, the 
scope o f antimonopoly and other 
regulations, approval procedures and 
licensing provisions have been vir-
tually eliminated for exports while 
being reduced for most industries. 
A lso in a marked departure from pre-
vious policies, access to imported 
technology is being approved more 
liberally encouraging needed moder-
nisation in domestic industry” . 
Therefore, whatever has been accepted 
here, in this connection, by this Par-
liament, by the skillful previous 
Government as the national policy in 
regard to, industries, in regard to 
agriculture, in regard to prices, in re-
gard to subsidy and everything is 
being given good-bye because you 
want 5 billion S D R  from the Inter-
national M onetary Fund. It is a 
double reversal o f policies. Even 
then, the Finance Minister says that 
he is getting the loan from the IM F  
with no strings attached. But may I 
very humbly ask the Finance M inis-
ter as to whom are you fooling ? 
Y ou  said yourself that these are the 
conditions. Y ou  submitted the me-
morandum. Because you gave this 
information, you knew that these were 
the conditions. A nd since last year’ s. 
Budget, you have been preparing the 
ground for it. I am quoting no less 
an authority than the London Econo-
mist which says:

“ Some governments are so reluct-
ant to be portrayed as IM F  stooges 
that they prefer to take their own 
medicine— the prescription being 
silently applauded in the IM F  itself.

Brazil in the past 18 months is the best 
example o f self-administered treat-
ment. M ore recently, India also took  
many o f the measures it knew the fund 
would require before applying for a 
loan, thereby damping the political 
impact o f the IM F ’s conditions........ ”

So, that is exactly what the Finance 
Minister is trying to do. H e knew 
that these were the conditions because 
these conditions were already known. 
Bangladesh went through the same 
conditions. Sri Lanka went through 
the same conditions; Jamacia went 
through the same conditions and 
Brazil went through the same condi-
tions. 1 he experience o f none o f  
these countries shows that the IM F  
loan would save them either from the 
embarrassment or from the total an-' 
nihilation and bankruptsy o f their 
economy. Nor is it going to save us 
from the bankruptsy o f our economy. 
I h e  Finance Minister said, “ if you 
had gone for it after 3 years, we would 
have become bankrupt.”  I say, 
after three years, instead o f being 
bankrupt they would have mortgaged 
the entire economy o f our country to 
the IM F  and which, in other words, is 
the Fund run by the State Department 
o f the United States. Therefore, 
when you say that America abstained, 
America did not vote for you, the im-
plicit opposition o f the Americans 
was accepted. Within the IM F , it is 
only the U S A  which has got a right to 
veto.............

A N  H O N . M E M B E R : Large vot-
ing right.

SH R I S U N IL  M A 1 T R A : It is a 
veto. Only the U SA  has a right to 
veto. 1 he very fact that U S A  did 
not apply veto proves the point that 
America also wanted the Government 
o f India to accept it. lt was also a 
sort o f plan hatched, in the darkness o f  
an air-conditioned room between the 
Government o f India and the Am eri-
cans, the agents o f the International 
Monetary Fund. Therefore, we are 
being led on to a garden path by the 
Finance Minister. •
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With all these conditionalities, our 
economic sovereignty is bound to be 
mortagaged through Americans. If 
our economic sovereignty is mortga-

ged, what happens to our foreign policy 
o f non-alignment ? At a certain point 
o f time, our political sovereignty is 
bound to be compromised and when 
that thing happens, it will no longer 
be possible for us to keep our heads 
high in the United Nations and all the 
International forums and tell them 
that we are a part of the third world 
and along with* other third world 
countries, we are fighting for a better 
world. Because of this 5 billion SDR 
loan, today this country is being led 
into a debt which ultimately will not 
only compromise our economic sover-
eignty but it is bound to compromise 
our political sovereignty also. There-
fore, we oppose this deal lock, stock 
and barrel.

SHRI JAGANNATH RAO (Ber- 
himpur): Mr. Deupty Speaker, Sir,
1 have listened to the Opposition 
speeches with great interest. 1 hey 
have been opposing the IMF loan even 
before the loan was granted. The 23 
economists o f Calcutta, the 23 wise- 
men of Calcutta, met at the instance 
or at the request o f the Finance Minis-
ter of West Bengal, Mr. Ashok
Mitra.................. (Interruptions) They
have been criticising the loan. 
They have only two basic objections. 
One is that this loan would only post-
pone the day of reckoning and the 
other is that the acceptance o f the con-
ditions that the IMF would impose 
would amount to a surrender of the 
economic sovereignty of the country.

We are faced with a grave situation 
o f balance of payments crisis and how 
to get over it. The opposition has 
not suggested any other alternative 
sources excepting borrowing. We 
have to choose from whom to borrow, 
either from IMF or from commercial 
borrowings or from Euro-Dollar 
Market. Now the conditions that 
have been imposed by the IMF loan 
are not at all onerous, Secondly, the

' rate of interest o f IMF loan is only 
10.40% whereas the commercial bor-
rowing would be at 18% or more.

(Interruptions)

Therefore, again the repayment 
. schedule also will be very short. 7 he 

IMF loan conditions are giving us a 
breather to tide over the crisis.

It is said by Mr. Mitra, the speaker 
who preceded me ‘How are you going 
to repay.?’ We will repay this 
amount next year. We hope so. 
But we are finding more oil in the off-
shore. We may reduce the oil im-
ports by 1,000 crores of rupees. 
Secondly, our economy would be 
moving faster. Therefore, we can 
meet the repayment schedule. Third-
ly, it is payable in instalments. Dur-
ing 1980-81, we borrowed 800 million 
from the IMF. Now the first instal-
ment is 900 million. 1 he second 
instalment in 1982-83 would be about 
1200 million SDRs. A third one we 
may not borrow. We may not be re-
quired to borrow. 1 he loan is sanc-
tioned but it is not incumbent on us to 
borrow the entire loan. 1 will show 
presently that the conditions, are not 
onerous. The date of reckoning is 
postponed. Every loan would only 
postpone the day of reckoning. Even 

' in commercial loan also, the day of 
reckoning is postponed. Any loan 
would only give breathing time.

Have we surrendered our sover-
eignty ? What are the conditions ? 
They are not dictated policies, new 
policies. The policy we adopted in 
the Sixth Plan are the policies which 
we have submitted to them, they have 
accepted them. T hey only reiterated 
them. We are not going to change 
our policy about the investment in the 
private sector or liberalisation o f im-
ports or allow multi-nationals to come 
into our country. 1 he imports would 
be limited, would be selective and any 
technology that we import, would be 
only the highly sophisticated techno-

logy or even computer technology which 
is necessary to manufacture goods- 
entirely meant for exports, Export*
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arc very competitive today. Unless 
we are in a position to compete with 
the Western countries in the matter o f 
goods produced, there is no chance 
for us to meet the competition in the 
export market.

PROF. MADHU DANDAVATE: 
Why don’t you export Maruti car with 
diesel engine ?

SHRI JAGANNATH RAO: A 
time may come soon when we export 
tint car also, with diesel engine. Die-
sel engine cars are not available now.

(Interruptions)

Then, Mr. Dandavate said that 
subsidies will be abolished. Even the 
Plan document says:

“ It is necessary to bring about a
drastic reduction in some of the
sibii ly rates in order to increase
the availability o f goods, etc.” .

Not that the subsidies will be abo-
lished now. Food grains are subsi-
dised. Fertiliser also are subsidised. 
These subsidies will have to continue 
for some time. This would be reduc-
ed only when the time comes.

SHRI RAVINDRA VARMA 
(Bombay North): Prices have increas-
ed 62%.

SHRI JAGANNATH RAO: The 
irrigation rates are very low. Even 
the cost of maintaining irrigation 
works is not met by the State Govern-
ments. We have to increase irrigation 
rates. We have to increase bus fares. 
The Transport Corporations are in-
curring losses. The electricity rates 
have to be increased because the Elec-
tricity Boards are running at a loss. 
The Plan document says that at least 
ten per cent profits should be there, 
so that they can work as viable units. 
Otherwise, how are you going to get 
on with losses ? There is no point in 
running these incurring losses. This 
is the policy laid down in the Plan 
document itself; it is not a new policy

nor a new condition imposed by the 
IMF. Let us not get scared about 
IMF.

14.50 hrs.

(Shri Harinatha Misra in the Chair).

Another point is that Government 
expenditure will be reduced. Waste-
ful and unproductive government ex-
penditure should be reduced. Every 
State Government is having overdrafts 
from the Reserve Bank, including the 
West Bengal Government. Is it 
wrong to suggest that you give up your 
drawing overdrafts and try to be self-
sufficient ? It is a healthy recom-
mendation which the Plan document 
itself says. That is one of the policies 
o f the Government.

Then, ceiling on credit; it has been 
agreed to by all, including the Op-
position, that deficit financing should 
be limited, there should be a ceiling 
on deficit financing; there should be 
a ceiling on bank credit, so that the 
liquidity is reduced. The Sixth Plan 
document contains all these. There 
is nothing new here. On the other 
hand, the IMF, has adopted our poli-
cies ....... (Interruptions)

SHRI RAVINDRA VARMA: 
You are on *Shirshashan\

SHRI JAGANNATH RAO: They 
have accepted our conditions. In the 
Note sent by the Finance Minister 
along with the letter requesting for 
loan, all these have been reiterated, 
and they have accepted; that means, 
they have agreed to our policies.

SHRI BIJU PATNAIK (Kendra- 
para): When was that document pre-
pared ?

SHRI R. VENKATARAMAN: 
Why do you ask him questions ? 
Ask me. (Interruptions)

SHRI JAGANNA7 H RAO: These 
are ceilings from the Draft Sixth Plan.
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It was done earlier, before he made a 
request to the IMF. This document 
was laid on the Table o f the House in 
the last Session. It is not a new 
thing that has been enunciated.

Therefore, we should look at this 
loan objectively. The first thing is: 
can we get on without obtaining the 
loan ? Secondly, are the conditions 
imposed by the IMF in granting this 
huge loan onerous ? Do they go 
against the sovereignty of the country? 
Have we sold out our sovereignty to 
the IMF ? Have we mortgaged 
our sovereignty ? Nothing of that 
sort. The loan is with no conditions, 
no strings attached. The conditions 
they have set are only the policies 
which we have adopted already...........

SHRL INDRAJIT GUPTA: 
1 am glad you are interpreting it like 
this.

SHRI JAGANNATH RAO: Our
policies are already there in the Plan 
Document itself. I have read out 
from the Sixth Plan. It is not a new 
statement of policy laid down -by the 
Finance Minister or anybody else.
I would not repeat what the Finance 
Minister has already said. He has 
taken the wind out of the sail of the 
opposition in his opening remarks. 
Therefore, there is no new point which 
they can make; they are repeating the 
same points. Similarly, we have to 
repeat the same points from this side.

Therefore, Sir, our national honour 
is - not impaired. Government has 
not done anything which goes against 
our national honour or sovereignty. 
There is no alternative for the Govt, 
of the day but to borrow', take a loan, 
a ‘ soft loan’ I may call it. lt is 
giving us a cushion. But it docs not 
mean that this cushion will make us 
complacent. We have to tighten our 
belts and see that the economy moves 
forward, that our economic policies 
are implemented vigorously and waste 
ful expenditure by the State Govern-
ments and the Central Government is 
cluninated.......

PROF. MADHU DANDAVATE1. 
Our contention is that the cushion is 
hard and the Minister is soft.

SHRI JAGANNATH RAO: His 
appearance is soft, but he is a strong 
man , he is a man o f steel. 
I know him for over 20 years. 
i herefore, without being repetitive 
or discursive, I would submit. Sir, 
that I congratulate the Finance 
Minister and the Government for 
having got this huge loan and also 
would say that the Government 
should see that we need not and we 
are not compelled to take the other 
portion of the loan. We may not be 
required to do it because if our eco-
nomy moves on the right lines as we 
envisage it will do, there would not 
be any need.

T herefore, with my compliments 
to the Finance Minister, I support 
his motion and oppose the substitute 
motions.

MR. CHAIRMAN: Shri Biju Pat-
naik.

PROF. MADHU DANDAVATE: 
Sir, he was our man of steel.

SHRI BIJU PATNAIK (Kendra- 
para): My friend, Mr. Venkatara-
man—what 1 should say—is a good 
Brahmin and he understands Sanskrit 
very well. Phychologically and men-
tally 1 am one with him when he pro-
nounced the wonderful theory:

Its translation is as long as you want 
to live, live happily. Even if you 
thave no money and if you want to 
cat Sudh ghee, Haryana ghee, then 
take IMF loan......

MR. CHAIRMAN: Why didn’t 
you mention the last line ?
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SHRI BIJU PATNAIK: That is 
different.

SHRI BIJU PATNAIK: So he 
wants to be congratulated for having 
engineered the largest loan ever given 
by IMF to any country. I have no 
doubt that he will go into Guinness 
Book. I have no doubt that he, his 
Finance Secretary and all the rest will 
go into the Guinness Book for having 
contracted the largest international 
loan so far.

Now, the merits of such a loan have 
been propounded by the Finance 
Minister himself and the demerits 
have been posed by the Opposition 
Leaders. 1 he Finance Minister, 
while propounding the merits of the 
case— 1 would not say deliberately, 
because 1 believe he is an honest per-
son, but inadvertently gave certain 
wrong figures which 1 propose to 
correct for him.

The Finance Minister said that the 
average interest that this loan bears 
is about 9% ......

SHRI R. VENKATARAMAN: 
10%.

SHRI BIJU PATNAIK: No, you 
said 9%. If you go into the record, 
you said 9 %. But it would be more 
than 10 %; if you take 6.25% on 48 % 
and 14% on 52%, it becomes a little
more than 10%...... (Interruptions)
You said that it is a fluctuating thing 
because it is a borrowed money. 52 % 
is almost market borrowing, guarante-
ed by the World Bank but it is mar-
ket borrowing all the same.

You went half way almost trying 
to blackmail this Parliament to the 
view that this borrowing was defini-
tely essential and imperative, almost 
at the point o f a gun because the in-
ternational oil prices, the OPEC 
prices went up. Let us examine 
what really went up.

15-00 hrs.
You yourself gave the figures that 

the oil prices from the firm price of 
1978 went up in 1979-80 and early
1981. Now, what was the price that 
went up ?, Our import bill was 
Rs. 1,677 crores in 1978-79 and about 
R3. 5,500 and odd crores in 1980-81. 
1 hese are the figures which you have 
given. Between 1978-79, and 1980-
81, the prices o f oil went up by 120%. 
Please note my figures, Mr. Finance 
Minister. These, are the figures 
quoted by you from different docu-
ments. Your import bill went up 
by 333% as compared to that o f 
1978-79 bill. The oil prices during 
this period went up by 120%. You 
need to explain to this House be-
cause you are placing all your de-
fence on the lising oil prices. Sup-
pose your import bill also has gone up 
by 120%, you would have saved Rs. 
2,500 crores alone in the current year. 
You need not have borrowed Rs. 
900 crores, starting from this year, 
from IMF.

In the document prepared by the 
IMF, there are projections for import 
and export which obviously have the 
approval of the Finance Ministry, the 
Planning Commission, the Prime 
Minister and the whole lot of Govt, 
of India. You say in this document 
that in 1979-80 you have a non-oil 
import of Rs. 5,500 crores. In 
your projection for 1985-86, you 
have a non-oil import of 
Rs. 14,000 crores. Mr. Finance 
Minister, is this the meaning of your 
Government trying to produce more 
to export more and to reduce im-
ports ? Your oil minister goes on 
saying that in 1983-84 we will be 
producing thirty million tonnes of 
crude oil. I hope I am right in 
quoting his figure. Only yesterday 
he said that it would additionally 
produce about seven million tonnes 
equivalent of hydro-carbon in the 
form of gas. To-day’ s consumption 
of India is about thirty million tonnes 
of crude whereas you import about 
16 million tonnes. When you are 
going to produce thirty million ton-
nes then why has your projection
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shown 5,000, 5,500, 6,000, 6000 or
7,000 crores SDR as your annual 
import of oil ? Why ? 1 do not say 
you cut down your oil import very 
much to-day. To-day you may need 
or you may cut down by ten percent 
by which you may save about Rs. 
1,009 crores. You tighten up the 
belts all around. Look at the man-
ner or fashion in which you are go-
ing. In war-time in Britain even a 
child could not get an egg once in a 
month. If you are in a war situation 
and if you are in such an economic 
situation, you tighten your belt ac-
cordingly. I think you will have the 
appreciation of the whole House 
instead of taking encomiums which 
may not be as productive as you are 
trying to paint here because much 
depends upon the conditions of the 
nation. Here forty crores of people 
are below povertyline. I state this 
according to your own figures. And 
these forty crores of people only eat 
some caloriless food for two out 
o f three days, that is, for hundred 
days in a year they starve. The 
ladies in their homes have hardly 
one piece of cloth to wear in a year. 
In such a situation, Mr. Finance 
Minister, you are not only importing 
a large amount of debt for the nation 
but also with conditions which are 
attached or which would be attached 
and which have been admitted and 
accepted by you so far. These will 
benefit the richer nations compara-
tively more than they would benefit 
us. It is not that the Finance Minis-
ter does not know. He knows what 
happened to Bangladesh because of 
IMF loan. He knows what hap-
pened to other countries. He knows 
what happened to African countries. 
He also knows why Mexico and 
Brazil did not borrow from the IMF. 
They borrowed sixteen to seventeen 
million dollars from the open market. 
Surely they are not fools and we are 
the only wise people. Even erstwhile 
colonies like us of the British had 
thrown out this idea of IMF. I am 
merely quoting from an African 
leaders like Mr. Nyerer. It is worth 
nothing in this Parliament what he

had to say on this. It is only in 1980 
when he was speaking to the diplo-
mats accredited to 1 anzania. I quote:

“ The IMF always lays down condi-
tions for using any of its facilities. 
We, therefore, expected that there 
would be certain conditions impos-
ed should we desire to use the 1M F 
Extended Fund Facility. But we 
expected these conditions to be non- 
ideological and related to ensuring 
that money lent to us is not wasted, 
pocketed by political leac’ ers or 
bureaucrats, used to build private 
villas at home or abroad, or depo-
sited in private Swiss Bank ac-
counts” .

“ We also accepted that we could 
justly be askec1 how we were plan-
ning to deal with the problem in the 
medium or longer term. We could 
then have accepted or rejected such 
conditions, but we would not have 
felt it necessary to make a strong 
and public pretest.

“ Tanzania is not prepared to de-
value its currency just because this 
is a traditional free market solu-
tion to everything and regardless 
of the merits o f our position, lt is 
not prepared to surrender its right 
to restrict imports by measures 
designed to ensure that we import 
quinine rather than cosmetics or 
buses rather than cars for the elite” .
“ My Government is not prepared 
to give up our national endeavour 
to provide primary education for 
every child, basic medicines and 
some clean water for all our people. 
Cuts may have to be made in our 
national expenditure. Nor are we 
prepared to deal with inflation and 
shortages by relying only on mo-
netary policy regardless of its re-

lative effect on the poorest and less 
poor” .

“ Our price control machinery may 
not be the most effective in the 
world, but we will not abandon 
price control; we will only strive 
to make it more efficient. And 
above all, we shall continue with
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our endeavours to build a socialist 
society” .

Another Prime Minister of Jamaica 
who did well for the first eight to ten 
years but having taken IMF loan got  ̂
into trouble has also made his view- * 
point. It is worthwhile for us to re-
member it since we have already con-
tracted the loan. He said:

“ IMF prescriptions are designed 
by and for developed capitalist 
economies and are inappropriate 
for developing economies of any 
kind” .—this is worthwhile for us 
to remember. Mr. Finance Mi-
nister, when the IMF officials 
breathe down your neck every 
three months in New Delhi, insist-
ing on their conditionality, you will 
rue the day when you have con-
tracted this loan !

I further quote from them:

“ The severe suffering imposed on 
a developing society through IMF 
conditionality is endured without 
any real prospect of a favourable 
economic outcome and without an 
adequate foundation of social wel-
fare provisions to mitigate the 
hardships experienced by the 
people” .

I will not go into it in detail. Now, 
what is this IMF ? It is a Fund 
created by the will of the United 
Nations or by the Member-countries 
who have contributed to this Fund. 
This Fund is like a Bank. It gives 
money on certain conditions, lt 
says, you take my money, you will 
pay back in due course. If you think 
that you are going to do certain 
things for the public services, if you 
think that Rs. 500 crores should be 
spent in Bombay for improving the 
Water Works, Rs. 600 crores should 
be spent in Calcutta for an under-
ground Railway, or you nationalise 
coal at your will, and spend Rs. 1500 
crores as losses, you do all these 
things, Mr. Finance Minister, now 
you will not be able to play these

games. You'will not be able to 
spend a thousand crore for the 
Asiad Games. The Information 
Minister goes for his Colour 1 elevi- 
sion—all very beautiful things. But, 
for whom ? For 10% o f India’s po-
pulation whereas 40 crores people 
starve. These are the people who 
are unclothed, who are unhoused, 
who are unhygienic. Where are the 
days of Gandhiji and Nehru ? In 
1953, the same thing happened, if 
you can go back to that stage. Now, 
what did the IMF do ? 1 he IMF 
tried to put the same conditions. 
Nehru discarded it. Yet, he went 
round the world and got us three steel 
plants, not one, at the same time. '

♦

You mentioned during your In-
troductory speeches while moving the 
Motion, that the 600 and odd mil-
lion dollar that you bought from 
Euro-Dollar Market does not come 
under this 1.4 billion SDR. But 
you have not mentioned what will 
happen to Paradip Steel Plant for 
which you have to draw more than 
2500 million Euro-dollars. If it is a 
loan of over 10 years or beyond that, 
it does not come under this IMF 
purview. Would Paradip Steel Pro-
ject come under purview ? What 
happens to the Mysore Steel Plant— 
the one at Vijayanagar ? The 
other European group is waiting for 
it with its loan. Can you take that 
loan ? If you do not take that, do 
you propose to go on importing steel 
at that level of millions of tonnes, if 
you wish to develop the nation pro-
perty if you want internal develop-
ment, if you want export development 
and so on.

Mr. Finance Minister, you know very 
well about the subsidy that you are 
paying for export promotion. You 
know the subsidies that you are spend-
ing on certain exports. I will give 
you certain figures of a past Govern-
ment before us, when the same Prime 
Minister was the Prime Minister then. 
What happened to the export front ? 
There was a big cry: Export or Die:— 
That kind of a thing. “ For 5 years,
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between 1972-73 to 1976-77, our ex-
port earnings increased annually by 
more than 20%” . —Excellent per-
formance ! But how it was a spurious 
boom, I will just now explain to you. 
There were many cases where these 
facilities have been grossly misused. 
In one instance the quantum of cash 
assistance from Government to the 
exporter was as much as 118 per 
cent of net foreign exchange earned. 
In another case it was 146 per cent. 
In still another case 250 per cent. 
There is a peculiar case where cash 
assistance of Rs. 1.15 lakhs was given 
in order to realise a net foreign ex-
change earning of only Rs. 4,000 
which means a subsidy of 2,875 per 
cent. This is how the game of sub-
sidies is going on ! Can you prevent 
such a racket ?

So, you have two options. Con-
tinue this rocket o f export to meet 
whatever for your rising import bills, 
even non-oil bills from Rs. 5,000 
in 1979-80 to Rs. 14,000 in 1985-86 
and your exports will be less propor-
tionately. So, you will have more 
than Rs. 6,000 crores deficit at the 
end of the period from which your re-
payment begins, in the year the re-
payment of this loan begins when 
the interest rate would be from Rs. 
500 crores to Rs. 700 crores annual-
ly. So, either you have to go with 
cash assistance which means more 
money spent by the Government to 
meet our export commitment to meet 
your foreign liabilities or devalue your 
currency as you did some years ago 
substantially to make exports profit-
able in rupees for the exporters. 
You earn these dollars and as you de-
value your rupee in terms of dollar 
which is our substitute currency for 
this gap the exporter has to earn more 
rupees for the dollar. We are al-
ready down by 15 % according to your 
own statement. Before I came here, 
I checked from the money exchange 
as to the price of dollar to-day. It 
was Rs. 9.80, already 18% up. So, 
your repayment value of this amount 
of 5.6 billion dollars-SDR-has already 
gone up by 18 % more in rupees. Ex-
ports are becoming unprofitable. So

exports will go down, not go up. 
You will have to give more subsidy 
may be Rs. 5,000 to Rs. 10,000 crores. 
For the targetted export you will have 
to find almost 30 % to 40 % as subsidy, 
as the bills go on being presented to 
you Mr. Finance Minister, you are 
trying to get revenue from all sources 
including black money, white money, 
no money whatever it is, throwing the 
financial scruples to the winds. Even 
if that is permitted, even then you 
are not there. You are not at the 
point of taking off. 1 do not under-
stand what has happened to this 
otherwise a very conseivative person 
who would weigh every side before 
taking this jump ? In 1961—62, I 
would take you back—you were a 
Minister then in your State. Later 
on you came to the Planning Com-
mission and you had the picture of 
the whole country before you. What 
was the position of the controls and 
the foreign exchange position then ? 
There was a gold control, there was 
an import control of tremendous 
proportion and there was a drive 
under Pandit Nehru for import sub-
stitution. All our Science Labora-
tories, everything under our national 
scientific institutes, were pushed to 
the brink for import substitution. All 
nations have grown like this. Japan 
grew only by substitutes. It did not 
import machinery but brought men, 
purchased men but not machinery. 
It purchased drawings, not equip-
ment. Why have you gone in for soft 
option Mr. Finance Minister ? You 
have been in the public services for 
the last 40 years. When Gandhiji 
said that we would do with ‘Charka’ . 
and would not buy from Lancashire, 
from that time onwards you have 
been in public service. Now, where 
are you leading us, for what and why ? 
For whose benefit this is done ? Is 
it for 10% of the people of our coun-
try ? How will this loan percolate 
down to the common man ? Please 
tell us.

All the prices of inputs will go up. 
You will not be able to raise the prices 
of the food crops. Even the subsidy 
that you are giving today—food sub-
sidy that you are giving to the consu-
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mers-will be criticised and they would 
say that since you cannot pay back, 
cut this subsidy and cut that subsidy. 
They are bound to say so. It is an 
International Fund and it must get 
its money. You gave all the indica-
tions why you wanted this loan, but 
you have not said even one word how 
you propose to pay back. If this be 
the drawing of the outline by the IMF 
—from which 1 am reading—which 
you have accepted, of the balance 
of payment position from 1979-80 
to 1985-86, how is it that you have 
acted parrot-like ? How have you 
increased your imports both oil and 
non-oil products from Rs. 8,500 crores 
in 1979-80 to Rs. 21,000 crores in 
1985-86. You say that you are going 
to produce thirty million tonnes of oil 
and seven million tonnes equivalent 
of gas; you are going to put up your 
own steel plants, your own aluminium 
plants, you have already taken steps 
to produce sufficient power or instal 
sufficient power houses which would 
generate sufficient electricity and help 
development in the area of coal etc. 
Why have you accepted this figure of 
Rs. 21,000 crores imports. Will you 
please explain. Why have you accept 
ed this projection ? Why and how 
has the Planning Commission accept-
ed this projection ? Where is your 
policy of tightening up ? If you are 
going to borrow like, as some other 
countries like Poland did, you are 
going to suffer. Everytime the re-
payment comes, you will borrow 
more to repay them. In that case, 
heavy inflation is bound to take place. 
Similarly, monetary deflation is bound 
to take place and your currency is 
bound to be deflated. How can you 
avoid it ? j he more Rupee is deflat-
ed, the more effort it will need for the 
nation to find more rupees to pay for 
the same amount of dollars. Earlier, 
a dollar was equivalent to eight rupees, 
today it is worth Rs. 9.80; in another 
three years’ time, it will be equivalent 
to Rs. 15 at this rate. We are a starv-
ing nation and should we go on like 
this ? We have been begging before, 
and should we continue to work under 
the same system ? Today, there is no 
Mac Namara, who thinks of the

Third World. There is a Mr. Claus- 
sen. He is not interested in the 
millions of poor people. He and 
their class cannot be interested; they 
live in anothei world.

Please explain to this House hew 
you are going to repay this loan with-
out bringing more misery to these 
forty crores of people which may be-
come fifty crores in another five years’ 
time, because there is no sign of their 
development, there is no possibility of 
investment for them. We may make 
some efforts in some fields, but the 
position remains almost the same. 
J he number of poor is increasing; the 
total number of the staiving people 
and the naked people remains the 
same, lt is only 10 to 15% people, 
who are the bigger consumers; Govt, 
servants, members of thepeimanent 
services, and others, who will consi me 
more. You will have lovely five-star 
hotels going up all over the coi ntiy 
for the so-called travellers, but what 
about our men, who have been starv-
ing for decades, for three generations, 
for thirty-four years ? We are not 
bothered about them; we cannot do 
anything for them. You have to 
change your financial system, if these 
40 crores people matter to us, but it 
seems that they do not matter in this 
country. You befool them, we also 
befool them sometimes to get the 
votes and be here, and that is all we 
have achieved.

Mr. Finance Minister, the House 
will be grateful, we would, be grateful 
if you can explain to us how precisely 
you would start paying this loan back 
from 1985-86 during a period of seven 
years without condemning this nation 
to further misery. Your promises 
are not enough. We may not be there 
at that time, but do not put these 
youngesters, who have come here 
without any knowledge of what they 
are entering into, who merely clap at 
what you say and at what the Govt, 
says, ignorant of the difficulties. 1 
am reminded of the saying of Christ 
—“ Forgive them because they do not 
k n o w  what they are doing or what
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they are saying” . You made a very 
lively speech in the beginning. We do 
not accept that you discussed all the 
terms with them. 1 think, you clearly 
told them: “ We will accept your
terms; we presume your terms and 
accept them before you say go’ . “ We 
do not accept IMF terms like this” , 
you have said. You will accept what 
your Parliament says. Who is the 
Parliament, Mr. Venkatraman to-
day ? By votes? 1 hen let this be 
vote! and you would win as one 
knows in the normal course in this 
Parliament. You could have discus-
sed this in Parliament earlier and said 
Parliament has voted it. 1 his is my 
policy. I will liberalise imports for 
growth of multinationals outside and 
MRTP inside. Industries must show 
growth so that small sector, smallest 
sector, tiny sector is abolish-
ed. The carpenter, the Mason and 
the artisan are totally decimated. 
What else are you doing ? You are 
bringing in the multi-nationals saying 
come and invest. On what should 
they invest ? On carts or on basket 
making ? Where should they invest? 
They will invest on more and more 
sophisticated machines, coloured tele-
visions and so on. You have shown 
your efficiency. Railways have now 
got IBM. They ran it more efficiently 
before IBM. Now they want IBM to 
maintain it. Surely, we need all this 
because those things are dangling 
before our eyes in coloured bright 
stones. They say they are bright 
gems, but they are not really gems. 
Does the country need all this ? My 
answer is positively no. My country 
needs that forty crores of starving 
people should fin  ̂ work and earn a 
little for their livelihood and also 
produce the goods of mass consump-
tion.

Mr. Finance Minister, can you tell 
me that with this petty Rs. 5,000 
crores, which is less than about Rs. 
80 per capita, how can you solve this 
nation’s problems? «*No nation, no 
fund, no bank from outside can help 
this nation. This nation itself must 
be put to work. You have come to

such a situation whereby you can take 
the entire people o f this country and 
say you ana 1 shall put ourselves to 
work. Has your Government, which 
has won the election, still have the 
moral confidence of the masses and 
put them to work ? There lies the 
secret of your success, Mr. Finance 
Minister, not in these borrowings. 
One Rupee extra a month’s pioduc- 
tion by 68 crores of people will give 
you sufficient resources. So, if 
do that only, this nation will come to 
terms with itself and grow self-reliant: 
but not with the soft options, Mr. 
Finance Minister, that you have pur-
sued. Soft options everywhere. You 
want to postpone everything and 
get out of the situation now. 1 say 
you are getting out admirably saying 
that people of India will not have to 
buy Indian goods, because you have 
tightened the internal money more 
and more, so that your own industry 
will suffer, your production will suf-
fer, the small producer will suffer, but 
you have enough money for these 
three or four years to buy anything 
from outside. So, you will piovide 
employment potential for these deve-
loped countries and take away poten-
tial from your multitude. T his is 
what you are going to do. 1 his is 
obvious, patent. One steel plant 
provides work for one hundred 
thousand man years. We cannot 
produce all the steel plants ourselves.

We need to import steel plants be-
cause we are importing more than that 
steel thatwould| be produced othei-i 
wise in the Steel plants. You know 
all this. Having known all this, how 
did you opt for this ? 1 his will re-
main a constant surprise to me, Mr. 
Finance Minister. 1 ill my death you 
will not be able to convince me 
otherwise, for 1 know you for the 
last 30-40 years. How have you al-
lowed yourself to be duped in this 
fashion.

With this, Sir, 1 strongly oppose, the 
idea of this Extended Fund Facility. 
The Government has contrac'ed it. 
They have the majority, they will cer-
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tainly pass this resolution, but with 
this, I don’t know who has been 
duped. 1 am sure the Prime Minister 
of India herself has been duped in this 
whole system of the situation, by glib 
talking or glib reference to figures, 
but duping at the apex and duping at 
the bottom, this is what would be the 
end result. And again, I am vicar- 
riously happy to be one with him.

T O  ^  fqfor n

SHRI CHANDRA SHEKHAR 
SINGH (Banka): Mr. Chairman, Sir, 
waile participating in this discussion, 
I would, like to express my satisfaction 
that at least the question is being 
analysed from the angle of an econo-
mist. Outside the forum of this 
House, this question is being sought 
to be discussed more from a politi-
cian’s angle than from an economist’s 
angle and that is likely to generate 
some heat for some time, but not much 
light on the subject.

1 share the feeling of many Mem-
bers here that our Government is 
sometimes forced to postpone hard 
economic decisions, because of the 
political parties’ propensity to use this 
for political ends, even at the detriment 
of national interests.

This loan for SDR £ 5 billion to 
India is the largest loan ever approved 
by the IMF and this has been possible 
in spite of the American hostility. 
This is, indeed, I consider, a tribute to 
India’s international credit rating and 
an assurance of the good health of our 
economy. It is a welcome change, 
since the IMF has generally extended 
this facility to the rich nations, lt is 
also significant that the IMF was able 
to resist the US pressure to politi-
calise the issue. 1 he total loan has 
been advnced as has been explained 
by the Finance Minister, and in spite 
o f the very hard exercise of arith-
metic by Shri Patnaik exactly at a 
weighted average rate of interest of 
about 10 per cent; the prevalent rate

of interest in the international market 
being 18-20 per cent. 1 his is defini-
tely cheap credit and not at money-
lender’s rate as has been alleged in 
some quarters.

Now, why was the loan necessary 
and what were the options available 
to us ? As has been pointed out 
by all the Members participating in 
the debate, we have been facing an 
acute balance of payments crisis and 
the situation has been aggravating 
since the last four or five years. In 
1980-81, our exports have been of the 
order of Rs. 6,700/- crores, while im-
ports have been of the order of Rs. 
1,10,300,'- crores, leaving a gap of 
nearly Rs. 5,600 crores, to be exact.
7 his year’s trade deficit, as has been 
explained by the Finance Minisier is 
projected at about SDR £ 3 billion. 
The primary cause has been the sharp 
increase in the price of crude oil and
oil products, which has gone up by 
leaps and bounds during the period 
1973 and 1980.

We have also to have essential 
imports of selected consumer goods 
like foodgrains, sugar, vegetable 
oil, machinery and equipment, as 
also intermediate goods like metals, 
fertilizers, chemicals etc. And all 
these have added to the burden of 
imports ; and our import bills has 
been rising sharply. 1 hat they are 
unavoidable, has been accepted in 
all quarters. Added to these are the 
present requirements for our def-
ence needs, in the face of the arms 
build up in our neighbourhood.

The foreign exchange reserves 
have been declining, and stand to-
day at nearly Rs. 3700 crores. I 
agree with many of the Members 
speaking from the other side that a 
number of steps are possible and 
should be taken to cut down our 
imports and improve our export 
position. Something can be done 
to reduce even the consumption of 
crude oil in our country. And 
some of the imports fail certainly 
in the category of avoidable im-
ports. But all these we have admit.
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may have only a marginal effect 
on the balance o f payments posi-
tion. The situation can be reversed 
considerably only if we achieve an 
appreciable increase in the produc-
tion of oil in our country, for which 
we have already initiated a bold 
programme. The firm figure o f av-
ailability and production of crude
011 in our country by 1-1-1985 is 30 
million tonnes, or may be even 
higher. To-day, it stands at only
12 million tonnes. ‘

It is very significant to note that 
this loan would be utilized primarily 
for oil exploration and development. 
Shri Biju Patnaik was at pains to 
discuss here how this was going to 
percolate to the common man in 
this country. 1 his is going to per-
colate to the common man in this 
country, because this loan shall be 
utilized, to reverse the present trends 
in balance of payments position. 
We will be able to achieve self-
sufficiency in oil ; and through that, 
we shall be able to divert our reso-
urces, towards our anti-poverty pro-
gramme, and to meet the basic 
requirements of the weaker sections 
of our society.

Mr. Chairman, India achieving 
. self-sufficiency in oil in 1990-91 

appears to be within the realm of 
possibility. It is for this that loan 
shall be utilized, and has been asked 
for.

The present crisis, I would like to 
emphasize, has a definite time dimen-
sion. The next three years are go-
ing to be critical. Any package of 
measures designed to deal wrth the 
crisis shall take time ; and mana-
gement and augmentation of foreign 
exchange reserves for the period of 
transition, or gestation as we may 
call it. is extremely urgent. We can-
not cut down our imports and 
bring our industrial and agricul-

tural activity to a standstill. It can-
not be done, in the interests o f the 
country. What was the other op-
tion ? The other option was that 
we could have gone in for commer-
cial borrowings, in preference to the 
IMF sources. In that case, the rate 
of interest being 18 %. to 20 %, the 
debt repayment burden would have 
been much heavier, because the 
terms were harsher. So, this option 
was available to us, but at the cost 
o f national interests.

If we could have gone in for 
commercial borrowings in the in-
ternational market, we would have 
been subjected to the same kind of 
performance review as in the case 
of IMF. We would not have gained 
any advantage by going in for com-
mercial borrowings in preference to 
the IMF loan because it is clear 
that any creditor would like to make 
the transaction as safe as pos-
sible.

I am confident that the loan would 
be used not for financing the trade 
deficit but to reserve the present 
trend and tackle a very difficult and 
baffling situation. More than any 
of us, the IMF itself is confident that 
the loan would be put to good use. 
The options available to us were 
much harsher and more stringent. 
1 herefore, the Government of India 
thought it prodent to go in for IMF 
loan and it is a success of diplomacy 
there that we have got the loan and 
would be utilizing it for the purpose 
of development.

It has been repeatedly argued by 
some of the opposition members, and 
has been referred to in the substi-
tute motions here that the loan would 
abridge our economic sovereignty. 
We must, first o f all, realitic and 
recognise the fact that the concept 
o f economic sovereignty is a relative 
one; it is nothing absolute. In the 
present day world where any nation 
cannot keep off the powerful influ-
ences emitted by other rations, in 
our trade relations, we cannot assert
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that we arc economically 100 per cent 
sovereign. No country can claim 
it. The very fact that we made an 
application and so many countries are 
going in for foreign aid is indicative 
of the fact that no country has 
prospered without foreign aid and 
entirely on its own resources.

India itself, I would remind the 
House, has been a party to the IMF 
concept o f borrowing and the pattern 
of conditionalities in relation to 
large borrowings. India has indeed 
been one o f the sponsors o f the 
Extended Fund Facility arrangement, 
specially tailored to meet the medium 
term requirements of developing 
countries. On that crucial issue what 
we have done is that we have retain-
ed our option to decide the issues on 
our own and in our natioal interest.

I would like to come to the con-
ditions about which a detailed analy-
sis has been sought to be made by 
the opposition members. The con-
ditions are o f two kinds. Binding 
conditions which if violated would 
stop the inflow of loan; and there 
are prescriptions for improved per- 
for mance o f the economy as a whole. 
What are the binding conditions 
which we must follow; which we must 
accept so that the next second or 
third instalment comes to us? The 
binding conditions are : the ceiling 
on domestic credit and money supply 
and ceiling on borrowing from in-
ternational commercial banks. I 
would deal with them one by one.

A policy of credit and monetary 
squeeze is a crucial element in our 
anti-inflationary programme, and this 
programme has seen the signs o f 
success. During the debate on price 
situation in the last session, the 
Finance Minister made the point very 
clear and subsequent facts have 
corroborated what he claimed 
on the Floor o f the House. 
The wholesale price index during 
this year shall rise in a single digit

figures which is a creditable achieve-
ment for any Government in any part 
o f the world. Our economy calls for 
the fiscal and monetary discipline 
to keep the budget deficits within 
marginal limits. A proper credit 
policy is being evolved and persued 
so that the small sector, tiny sector, 
or the medium sector or the essential 
sectors are not denied of the credit 
requirements but in any case a tight 
money policy shall have to be pursued 
to contain inflation. It is, therefore, 
nothing to object to, when we have 
accepted this ceiling on credit or 
money supply.

Now, about the ceiling on non-
concessional foreign loans. It has 
been said by my good friend, Shri 
Sunil Maitra that this loan and this 
conditionality would reduce India to 
a status of a ‘ tied client’. The posi-
tion is amply clear and should be 
clear to this House that this mechan-
ism has been introduced for the 
debtor country—in this case India, 
may not go on rolling the debt, go 
on borrowing to meet the repayment 
obligation. Many Members said that 
we would be falling into the debt 
trap. Debt trap is when ‘you cannot 
get out o f it’ . We borrow in order 
to reply and go on borrowing. This 
mechanism, this ceiling has been put 
there just to save us from this 
situation and it is true that our 
Government has accepted this con-
dition put forward to them on behalf 
of the I. M. F. We have Brazil’s 
example in this connection. Their 
foreign debt service obligation come 
to 16 billion dollars this year, just 
because they went on rolling their 
debt, they went on borrowing to meet 
their repayment obligations. It is, 
therefore, necessary that this condi-
tion should be adhered to in the 
interests o f our country, in the 
interests o f repayment this loan 
which is essential.

Now, there are certain prescrip-
tions, which might be adhered to and 
we have to adhere to them. They 
are not musts for us. But we have
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agreed to them because they are 
good for our economy. They form  
part o f  the accepted policies and 
goals o f  our country and parliament. 
They form  part o f  our Sixth Plan 
documents. It is, therefore, that 
we have accepted these prescriptions. 
A  structural readjustment o f  econo-
m y is called for to control inflation, 
to improve the functioning o f the 
public sector as also the infrastruc-
ture sector, to increase production 
and to improve our balance o f  pay-
ments position. The gradual cut-
ting down o f subsidies, the revision 
o f  power tariffs, elimination o f  
subsidies, corrections in adminis-
tered prices o f  public sector products, 
reform o f tax administration, all 
these have been accepted by Parlia-
ment. M any o f these measures were 
vociforously advocated by the 
Members o f  the Opposition.

M R . C H A I R M A N : Y ou may 

conclude now.

S H R I C H A N D E R  S H E K H A R  
S I N G H : The prescriptions laid 
down by the I .M .F . are consistent 
with India’s accepted policies and 
goals. W e  stand firmly to honour 
our commitments to the weaker 

sections o f our society, to the growth 
and strengthening o f the public 
sector and to improve efficiency in 

our economy. Indeed, these 
measures are sought to root out 
the imbalancing factors in the 
balance o f  payments position. 
In  fact, the IM F  has softened its 
conditions which the large size o f  the 
loan might have attracted otherwise. 
A  reading o f  India’ s ‘ Statement o f  
Economic Policies’ presented to the 
IM F  Board would make it evident

that all that we have done is to give 
them the bill o f  fare or steps we have 

already taken. They have not insis-

ted that we make any distinct 
departure from  our policies.

I would not refer to devaluation  
because it has not been raised and 
even the informed critics have not 
mentioned it.

Thus our Government can as-
suredly assert that the loan has not 
and shall not be permitted to inter-
fere with our declared objectives and 
shall be used to promote our natio-
nal interest.

The loan has significant political 
aspects at the international level. 
It was approved in spite o f  U S reser-
vations and for the education o f  my  
friend, Shri Sunil Maitra, because 
U S  was not in a position to veto it. 
H e perhaps suffered under the 
impression that they could have 
vetoed it and that they were kind 
enough not to veto it. The fact is 
that this option was not available to 
U S . Therefore, they could not veto 
it. The IM F  has taken the decision 
because India has the capacity and 
they will to repay it in time. It has 
asserted its right to function free from  
political interference. It is note-
worthy that even the western nations 
did not conform to the U S percep-
tion o f our requirements for develop-
ment. It is very significant. In fact, 
it is not only India’s case. The US  
concept o f  developmental assistance 
to the Third W orld has been rejected 
by the IM F . U S is pursuing today 
a definite policy o f  anti-aid and 
India remains its prime target. The 
United States had indeed launched a 
compaign against multilateral len-
ding to India. But it has not 
succeeded. The credibility o f  the 
Reagan Administration on this 
issue has completely collapsed. 
They have not been able to stop 
this loan coming to India.
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Nothing can be more eloquent 
that this quotation from ‘The W all 
Street Journal’ which sa y s :

“ T o  us, however, the loan looks 
like a manoeuvre to evade a 
decision by the U S  Congress to 
reduce sharply the sort o f  hand-
outs through which India has 
been sustaining socialist develop-
ment policies....India, for example,

* is one o f the third.

world countries, which is most 
hostile to direct investment by 
multinational corporations. It 
has spurned hundreds o f millions, 
even billionins, offers o f market 
financing from international com -
mercial banks.”

The W all Street Journal had 
clearly explained the situation which 
India was facing while the loan was 
under consideration. India’ s stated 
position has been that our loan 
request has been consistent with 
the requirements laid down by the 
IM F . I may tell you that this is 
also consistent with our policy to 
keep our head high and maintain 
our dignity and prestige. This is 
Indira Gandhi’ s Government and 
not the Janata regime when India 
went unnoticed in the word forums.

Particularly for my Leftists friends I 
cannot resist the temptation o f reading 
a quotation from the recent issue o f  
“ The Eastern Economist”  because 
they have been most vociferous in 
criticism o f the IM F  loan.

“ The irony o f it all is that the 
Fund Management and the 
Government o f  India have had 
to wage their comm on battle on  
two fronts, the combined on-
slaughts by the market economy 
men in the United States and the 
politicians and economists o f the 

■left, on the leftist fringe, in India 
against the loan is one o f the 
amazing coupling o f strange bedfel-
lows that there have been for some 
time in the affairs o f  nations.”

N ot only for the W all Street but 
also our leftist .friends here, who 
are waging comm on battle against 
us, I m ay say, though the Finance 
has referred to it, that it is within 
the knowledge o f  U SSR  that even 
Com munist countries like Hungary 
and Poland have applied for mem-
bership o f  the IM F . W hat for is 
it? I f  even Hungary and Poland 
appear to see our way and agree with 
us, I hope our Leftist friends would 
not waste their persuasion over 
them.

S H R I C . T . D H A N D A P A N I  
(P ollachi): M r Chairman, I rise to 
support the motion, moved by the 
Hon. Minister, dealing with the 
efforts which are being made by the 
Government for a loan from the 
IM F . After the brief note given by  
the Finance Minister on the previous 
occasion, the doubts and misappre-
hensions which prevailed over some 
sections o f  the people have been 
removed.

So, I do not know why some mini 
politicians and economists, even 
some critics who differ in ideology, 
made such scathing attack on the 
Government, stating that it has 
surrendered its sovereignty to the 
IM F . It is also argued that our 
economic sovereignty is eroded. 1  he 
public also felt that some damage 
has been done to the pride o f  our 
nation. Bu after the sou motu state-
ment o f our Finance Minister the 
other day, all the doubts have been 
cleared.

This is for the first time that the 
Government o f  India is borrowing a 
large amount. They have not gone 
for any commercial market borrowing 
from any country so far. I think our 
friends on both sides would agree 
that there is a trade gap and 
Government need some money to get 
over it. From where and under what 
conditions are the only two questions 
which we have to consider.
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The H on . Finance Minister said 
that this fund is available at a 
cheaper rate o f  interest and, at the 
same time, without surrendering our 
dignity or pride. So, everyone will 
agree that this should be availed 
of.

Sir, Even the New Y ork  Times has 
stated :

“ The International M onetary  
Fund is not seeking to attach any 
unreasonable conditions on the 
balance o f payments assistance 
India is seeking, nor marking 
controversial demands that India 
devalue its currency.”

16 hrs.

It  is reported further in the 
Hindustan Times dated 11th 
September 1981 as fo llo w s:

“ The American newspaper descri-
bed the terms o f the proposed loan 
as signalling “ a shift away from  
restrictive financing*’ policies and 
procedures often characteristic o f  
IM F  loans in the past.”

Therefore, the IM F  has not 
stipulated any strict conditions on 
the loans which are being given to 
the Indian Government.

T he I M F  is a lending institution. 
Funds are made available to its 
member countries when sought for a 
particular purpose. India is a 
founder member o f  IM F  ever since 
its inception. India has always been 
represented in the Executive Board 
o f  IM F . I M F ’s standard conditions 
are well founded. W hen a member 
country is facing serious balance o f  
payment difficulties, the resources 
are provided by 14 countries inclu-
ding a non-member, Switzerland. 
The assistance is purely on commer-

cial terms. This is given as a 
medium term loan to tide over the 
situation without faltering in deve-
lopment effort.

According to the Managing  
Director o f  IM F , M r. D e Larosiere, 
periodic consulations are held even 
with the countries which are in 
surplus in their payments to see 
whether the prescribed fiscal policies 
are being followed. •

T he same Managing Director 
recently visited China. W hen he was 
addressing the Chinese audience he 
said,

‘ ‘ The exercise o f surveillance is 
fundamental to* the Fund’ s function-
ing. It applies to all members, 
rather than being limited only to 
those countries issuing Fund’s 
resources.

I f  it is to be effective, it has to be 
exercised in a symmetrical way on  
deficit and surplus countries alike” .

Therefore, periodic consultation 
or review o f performance is not a 
new practice and not an encroach-
ment on our sovereignty but quite 
an established and long-standing 
practice under Article IV  o f  the 
Fund’s Charter which obliges every 
member to have periodical consul-
tations with the Fund, particularly 
on exchange practices.

Even as early as in 1953 India had 
some sterling balance left and was 
thinking o f taking foreign aid. The  
Bernstein Mission came to India and 
studied the economics o f  it. The 
Indian Government then offered to 
take its views into consideration in 
formulating its policies but within the 
framework o f the social and econo-
mic objectives set forth in the First 
Five-Year Plan.

Even the European Econom ic  
Community has accepted certain
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conditions. When the United King-
dom availed o f loan from IMF 
similar facility conditions were impo-
sed upon it and it did not lose her 
sovereignty.

Beijing is a member o f IMF. New 
loan up to 381 million dollars was 
given to China with some conditions 
of rationalisation of monetary acti-
vities.

Knowing well the conditionality, 
Hungary and Poland seek member-
ship of IMF. I do not think a Com-
munist country would like to lose 
its sovereignty to an agency control-
led by western countries.

The present arrangement is a pre-
servation for the coming years ex-
pecting some deficit.

As our Hon. Minister has stated, 
if Bombay High goes through well 
in time India need not avail further 
loan. Any time that could be 
surrendered.

As far as payments are concerned, 
it has been stated here as to how 
payments are going to be cleared. 
Even the Committee o f Interna-
tional Monetary Fund and World 
Bank have stated :

“ the strategy also recognises the 
large export potential presented by 
India, diversified industrial sector 
and agricultural sources. The 
measures to promote external ad-
justments in these areas require a 
large set o f investment including 
efforts to overcome existing bottle-
necks in infra-structure.”

So, if this is followed, certainly we 
will not be in a position to make good 
the amount and repay the loan.-

It has been stated here the priority 
sector is going to be the target o f this 
loan. That is the condition o f the

IMF. It was told. I do not think 
so. Even the note prepared by the 
ASIAN and Exchage and Trade 
Relation Department on 6th October, 
1981 said about small scale indus-
tries :

“ A more pragmatic approach is 
being developed towards the small- 
scale sector. While the list of 
items reserved for this sector has 
not been revised, greater emphasis 
in the implementation of policies 
is being given to considerations of 
efficiency and production.”

Another important matter also is 
here. Here the interests of the weaker 
sections will be taken into considera-
tion. That is one of the conditions 
stipulated by IMF, it was told. IMF 
staff prepared a note and submitted 
to the Committee which states :

“ Credit allocation policies will aim 
at encouraging development of the 
priority and weaker sections of the 
society in line with the overall 
objectives o f the Plan. Public 
Sector banks are expected to raise 
the share o f total advances alloca-
ted to priority sectors from 33 per 
cent to 40 per cent by 1984-85. 
Within the overall target, it is 
planned that 40 per cent of lend-
ing to priority sectors will be ear-
marked for agriculture with about 
half or direct lending to agricul-
ture and allied activities being di-
rected to small-scale farmers and 
agricultural labourers. It is also 
expected that 12.5 per cent of 
the total credit advanced 
to small-scale industries will be 
reserved for rural artisans, village 
craftsmen and cottage industries.”

On this base our Hon. Finance 
Minister has brought National 
Bill for the Agricultural and Rural 
Development.

Somebody wanted to have some ’ 
public debate. It is good that the 
public should also know the criteria,
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should know the essence of this aggre- 
ment. Public should know but 
public should not be misled by say-
ing that poor will be benefited. It 
is a matter of common knowledge, a 
matter of common sense-unless you 
are in a position to fill the gap, 
foreign credit gap, we are not in a 
position to do any developmental 
work. Unless we have deve-
lopmental work, certainly unemploy-
ment will prevail, production can-
not be increased, prices will increase. 
Therefore, in this connection I would 
like to say IMF loan should not be 
made a political issue. It should be 
looked as a step for the welfare of 
the whole nation.

1 want to conclude as I have to
go.

We must make of foreign technology. 
As far as technological know-how is 
concerned, no country in the world 
has the fullest knowledge either 
U. S. S. R or U. S. A., or Germany, 
Japan whatever it may be. T hey are 
lacking in some field. So, there is 
nothing wrong to invite technology 
from foreign countries and make use 
of them in our country for the pros-
perity of this nation. So, I would 
like to emphasise on that.

Another important thing is the 
management. Of course, we have 
many public sector institutions which 
have to be properly managed. 
Unless it is done, it very difficult 
to achieve our targets in the matter 
of production. We must concentrate 
on these things, particularly on those 
items which are being exported to 
other countries. Sir, I do not want 
to say many things because our Hon. 
Minister has already said it in 
detail.

Before I conclude, I would say that 
this IMF Bank staff have welcomed 
our plan proposals, that is the Sixth 
Five Year Plan proposals. They

always emphasise on the monitoring 
point. It is good for all. It is good 
for th® country also. Because, there 
is no point in investing money with-
out monitoring. There is no pointy 
in investing money in a particular' 
place and simply sitting at one side 
and doing what they like. In that 
way, we could not achieve our 
target So, that aspect should be 
looked into.

Many economists have opined that 
there should be a cut in non-produc-
tive expenditure. That is very im-
portant. Then, reduction, if possible, 
in certain items, should be made. 
Emphasis should be on the import 
substitution rather than import for 
export promotion. And, I hope, 
a more efficient management of the 
economy could help tide over the 
current balance of payments position 
in the larger interests. By saying 
this, I welcome the move taken by 
the Government and the Hon. Fina-
nce Minister and I also request our 
friends sitting this side not to make 
this issue a political one. I hope, 
he would also give good support. 
Dr. Swami was asking why it was 
not placed on the Table of the House 
earlier. As you already said, if it 
was placed on the parliament certainly 
our friends would have collapsed. 
Then, it would be very difficult for 
any country to get loans. By saying 
this, I support the motion moved by 
the Hon. Finance Minister.

SHRI KAMAL NATH (Chhind- 
wara): Mr. Chairman, after hearing 
a few speeches which I have heard 
from my Hon. friends in the Oppo-
sition, I was a bit disappointed with 
the rhetories and the political criti-
cism being made. The IMF loan 
which is the largest in the history of 
the international funding organisa-
tion, is an exceptional event, and 
exceptional event calls for an excep-
tional honesty of purpose. It is 
unique for India to be the receipient 
o f such a large loan because such 
enormous loans are never given to a
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country which does not have an 
impeccable credit record. So, 
what amazes me is that none of the 
speeches from the Opposition has 
contained any viable or practical 
suggestions. 1 could have understood 
a constructive approach to this whole 
debate, to this motion, if there were 
some viable suggestions as to what 
was the other alternative before us. 
We know, today there is a trade gap ; 
there is a foreign exchange gap. So, 
what would have been really cons-
tructive would have been some 
viable suggestions as to what was 
the alternative to this IMF loan. I 
am sure, if it had been our prede-
cessor Government, the IMF would 
not even have bothered to consider 
this loan, leave aside granting it or, 
even better still, I do not think the 
predecessor Government would have 
reacted to the situation and would 
have even realised that there was a 
shortfall o f foreign exchange or 
that there was a trade gap, leave 
aside acting on them. We have 
seen the track record of the earlier 
Government. 1 his track record is 
very revealing indeed.

There has been a lot o f criticism 
in the press and on the floor of this 
House about this loan. I can see 
the point o f  honest doubters because 
a doubt can arise because of wrong 
information or scanty information. 
But what I cannot see and what I 
cannot find any solution to is; how 
do we remove the misunderstanding 
o f those people who refuse to 
understand ? So, not being able to 
deal with this part of it, I shall * 
move on to the White Paper which 
has been prepared in the form of a 
booklet issued by the Government 
o f West Bengal.

j  am told, this booklet- which has 
been produced by the West Bengal 
Government is prepared by a for-
mer World Bank employee who is 
now the Finance Minister o f the

Government o f West Bengal. It is 
really taking things too far. I can 
understand if any Marxist friends 
differ with the Central Government, 
if the C.P. M. as a party differs with 
the Government. But for the 
Government o f West Bengal to put 
its own stamp on it and produce it 
as a Government document, as a 
document against the Central 
Government, is taking things a bit 
too far. In passing, I would like 
to record my protest against it.

Having recorded my protest on 
this, I want now to refer to specific 
sentences....

MR. CHAIRMAN : He has done 
it as an expert t ,

SHRI KAMAL NATH : I am 
coming to that expertise.

SHRI R. VENKATARAMAN : 
May I correct you? It is not signed 
as an economist or as an expert. It 
is signed as the Finance Minister, 
Government of West Bengal.

SHRI KAMAL N ATH : This 
booklet has been produced by the 
Government o f West Bengal in 
November, 1981, printed by Sree 
Saraswaty Press Limited (under the 
West Bengal Government’s manage-
ment). I am talking of the press and 
the management. I refer to two 
specific sentences which are very 
revealing One o f the sentences is :

“ By accepting the IMF loan, the 
Government is bartering away the 
sovereignty of the country.* ’

The other sentence is :

“ This is a move by the Centre to 
curtail the rights of the States for 
developmental expenditure.”

How preposterous these statements 
are. I want to ask the Marxist 

»members present in the House as to
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how does our sovereignty get bar-
tered away and how does the loan 
curtail the right o f Mr. Jyoti Basu 
to govern or to be accurate to mis-
govern the State of West Bengal. 
The only conclusion I can come to 
is that this is an abortive, a futile, 
attempt by the West Bengal Govern-
ment to camouflage its own financial 
mismanagement.

Let us not forget that the West 
Bengal Government today has the 
largest overdraft with the Reserve 
Bank. Now, its financial mismanage-
ment is going to be exposed. 
I think we should look at the 
IMF loan rationally, rather than 
emotionally. For, I think that this 
loan is being criticised for what it is 
not. Many of my Opposition friends 
and many notable economists in 
this country, have commented upon 
it. One o f the peculiar comments 
has been that this loan represents a 
physical increase in our liquidity. 
They say that it represents an increase 
in our monetary resources. This is 
far from the truth. The IMF loan 
does not represent any increase in 
our budgetary resources. In fact, it 
cannot. The IMF loan does not 
bridge any budgetary gap. .A s  a 
matter of fact, it is only an over-
draft across the foreign exchange 
counter and it only increases the 
line of credit of the Reserve Bank 
o f India, with the IMF. It is merely 
a book transaction. It does not 
affect our domestic economy in any 
way. It just gives us some breathing 
space to be able to readjust. It just 
gives us a little bit o f elbow room 
without affecting the monetary posi-
tion.

DR. FAROOQ ABDULLAH 
(Srinagar) : I hope that my
friend will remember that this is 
exactly what Mr. Harold Wilson said 
that the pound in your pocket is 
exactly worth 20 shillings when he

put in certain proposals. He said 
that the pound in your pocket will 
be 20 shillings and later on, pound 
became 15 shillings. Let us re-
member whatever we are saying. 
We should be sure that tomorrow 
also, we will be able to stand by 
that.

SHRI KAMAL NATH : This 
only increases our line o f credit on 
the international foreign exchange 
counter and this line of credit will 
have to be re-drawn when we have 
to make this payment. This is being 
made out to be a political decision 
rather than a financial decision and 
the question which is being put 
many times is that we have barted 
away ourselves to foreigners. My 
point is that : Is IMF a foreign 
power ? It is not. An Indian re-
presentative sits on the Board of the 
IMF. It is for you to understand. 
'1 he same Indian representative passes 
judgments and also lays down all the 
conditions, if any, when other loans 
are sanctioned. So, I think we 
should look at this loan without any 
particular ideology. We must l o o k  
at it dispassionately.

The question is : Was there a 
foreign exchange shortage and, if 
so, what was the quantity of this 
foreign exchange shortage ? Here we 
must know that the amount of loan 
we have got has been worked out 
carefully looking at our medium term 
requirements. No doctor prescribes 
less antibiotics for the sake of eco-
nomy and if a pair of shoes costs 
Rs. 100/- you cannot buy one shoe 
and pay Rs. 50/-. This has been 
worked out carefully by the Govern-
ment and we have come to a figure 
which has been worked out conside-
ring our medium term requirements. 
But, it is interesting to know that 
the Americans have also been saying 
the same thing. The Americans have 
been saying that we do not require 
such a big loan. The Americans 
have said that there is no serious 
foreign exchange problem in India 
which warrants such a loan and this
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is what Mr. Donald Reagan, the 
American representative said on 
many occasions. Interestingly, many 
o f my friends in the Opposition have 
also said the same thing. I am sur-
prised by the closeness and the simi-
larity of the arguments put forward 
by the Marxists and the Americans. 
Both of them have been saying that 
we do not require such a loan. Both 
o f them have been arguing that our 
balance of payments position is not 
so bad. The only additional charge 
in the Marxists argument is that we 
are bartering away our sovereignty.
I think it is an irony of history that 
Marxists and the Americans are shar-
ing ’ this common platform o f 
decrying this loan. Poland has 
been mentioned briefly. For my 
friends who do not understand even 
what IMF stands for, I would 
say this. Poland has applied 
for membership of the IMF. The 
IMF is not a Cricket Club or a Foot-
ball Club. They have applied for 
membership of the IMF. It was in 
the last week’s issue of News Week. 
They have applied for it with the 
permission of Moscow ; they have 
applied specifically to enable and 
entitle them to take a loan. By the 
same logic, Poland also would be 
bartering away its soveieignty, 
Poland would be imposing on them-
selves these conditions, well, I would 
like to hear arguments about this.

Some of the suggestions which 
have been put forward in this book-
let have been dealt with like selling 
o f the gold. We had a bitter ex-
perience of that. Now, what is the 
quantity of gold that we have today? 
Would that solve our problem? We 
have a quantity slightly in excess of 
215 tonnes. Would that solve our 
problem?

be very clear on one think. We have 
done it before and perhaps we will 
be doing it again. The international 
hanking circles will examine rin 
detail our ability to repay and our 
desire to repay. About our desire 
to repay, there would be no doubt. 
But when international banking 
circles examine our ability to repay, 
they would impose conditions; they 
would also impose conditions of 
financial management. So, this was 
a ridiculous argument. Forget 
about the fact whether the interest 
rates would have been higher or 
lower.

Another alternative suggestion 
given in this booklet is that we could 
have got concessional loan from the 
OPEC countries. I do not know 
which OPEC country is standing 
round the corner with concessional 
loan for us. Perhaps, Mr. Ashok 
Mitra can enlighten us on this, and 
I do hope that he is able to nego-
tiate a loan for the West Bengal 
Government on concessional terms 
from any o f the OPEC countries. I 
would like to see which OPEC 
country is willing to touch the West 
Bengal Government’s proposal....

DR. SUBRAMANIAM SWAMY: 
Why don’t you try to borrow from 
Galadhari brothers?

SHRI R. VENKATARAMAN: 
From whom did you try to borrow ? 
You want more details—from whom 
you tried to borrow and for whom 
also you gave many concessions ?

DR. SUBRAMANIAM SWAMY: 
Why don’t you put all those papers 
on the Table?

SHRI R. VENKATARAMAN: 
You ask a question and I will do.

Another thing which has been ’ SHRI KAMAL NATH : Another 
suggested and which is ridiculous is thing which comes to my mind is
borrowing in the international ban- this. (Interruptions) I hope it does
king circles. If we borrow in the not give them any ideas. My friends
international banking circles, let ns in the Opposition were quite capable
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o f going to the High Court or 
Supreme Court on this and getting a 
stay. Going by the state o f our 
judiciary at present, I am sure one of 
the courts would have given a stay 
order on this because in a country 
where courts can stay punishments 
on murderers and rapists, this was 
also within the realm of possibility.

I would request my friends to 
look at the application made by us 
under the extended fund facility. 
In what way does it compromise on 
our economic policies? May be, 
there are some conditions. These 
have been said over and over again. 
I need not elaborate on those. 
May be, some of the conditions im-
posed by the IMF are a part o f our 
Policy Resolution made over the 
last 10 or 15 or 20 years. They are 
not based on any Policy Resolutron 
which we have made in the last one 
year. Are they or are they not based 
on our Policy Resolutions made over 
the last decade or last two decades? 
This is the question which I would 
like to ask.

There are many other points on 
which this loan is being criticised. 
Some of them are so ridiculous and 
I would not waste the time o f the 
House going into those. I shall not 
endeavour to teach our friends any 
basic economics. But I shall briefly' 
dwell on some of the points. 
Basically, the terms are a re-state-
ment o f our Finance Minister’s 
Policy Statement. What is the Policy 
Statement? There are three aspects 
o f the Policy Statement which 
we must really consider. That 
is with regard to the investment 
policy o f the private and public 
sectors, import policy and the credit 
curtailment Now where the 
question of investment o f private and 
public sector is concerned, our policy 
statement has been made’ over and 
over again. It has been made by

the earlier Government. It has been 
made several times over. So, is 
there anything new? The point is : 
Is there anything new or is there any 
special condition which abridges or 
abrogates our policy on the private 
or public sector? We have decided 
that we are going to have the policy 
of a mixed economy in which both 
the private and public sectors will 
stay. In the Sixth Plan, the percen-
tage of investment o f public sector 
as a percentage of the GDP is higher 
than what it was iii the Fifth Plan. 
So this argument does not holJ any 
water.

Then with regard to import policy, 
the import policy is made every year, 
year after yesr. Sometimes it hap-
pens that the import policy in certain 
areas is liberalised and in certain 
other areas it is made more tougher. 
I am not for a liberalised import 
policy. I am much against it. Are 
we to curtail our import bill for 
import of the latest technology ? 
And this is what our policy state-
ment talks about. It talks about the 
latest technology.

When we come to credit control 
and money supply position, in the 
Budget speech of our Finance Minis-
ter in 1980 and 1981 much has been 
said. In the debates m«ich has been 
said—on the credit policy and the 
money supply situation. I, per-
sonally standing here in this House, 
have spoken in the same way what 
control we should exercise on our 
money supply position and on our 
credit policy. This is exactly what 
the IMF has said. There are normal 
financial and prudent economic 
policies. There is nothing strange. 
There is nothing unusual about them. 
In a nutshell, the IMF conditions are 
in consonance and consistent with 
the declared policy not only o f our 
Government but also o f the Janata 
and Lok Dal Governments. We 
had the famous Rolling Plan which 
was conceived by the Janata Govern-
ment. It contained the same 
thing.....
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DR. SUBRAMANIAM SWAMY ; 
What ? „ '

SHRI KAMAL NATH : It contai-
ned the same concept o f the private 
and public sector and the same 
qusstion on import policy. Forget 
our approach paper. Forget the 
Plan which we have made. Let us 
talk olny of the Rolling Plan which 
was made by the Janata Government. 
The thing is that we have recogni-
sed the gravity o f the situation. Our 
Government was competent, was 
capable and capable of recognising 
the situation and we were able to 
borrow. If we had not borrowed 
to-day, we would have to beg to-
morrow. So I really congratulate 
the Finance Minister _ that he has 
been able to achieve this notable 
success.

Many o f the Opposition friends 
talked about the balance o f payments 
position, that it is peculiar to our 
country and that it is isolated to our 
country. I would like to set at rest 
this fear, this apprehension o f theirs. 
A very recent example is the USA 
which had a balance of payments 
problem in the seventies and they had 
to abandon the gold standard be-
cause the dollar went down plummet- 
ting in relation to the Duetche Mark, 
the Japanese Yen and the Swiss 
Franc. The Indian balance of pay-
ments problem, rather than being 
o f our own seeking, was the cumula-
tive effect o f the global situation on 
which we had little or no control.

DR. FAROOQ ABDULLAH : 
They raised the bank rate and gotohe 
Arab money.

SHRI KAMAL N ATH : The real 
solution, as I see it, lies in augmen-
ting our agricultural surpluses.

This is because 80 per cent o f our 
population depends on agriculture 
and that is the sector where the real 
dispersal of wealth can take place. 
If we see the last 30 Years of our 
history, we will find that it is the 
agricultural sector which has pro-

duced a better record than the indus-
trial sector. It has given a far better 
account o f  itself and there is no 
doubt about it. A tonne o f  good 
Basmati rice, when exported, can 
fetch us three times the cost o f  crude 
oil at 37 cents a barrel. It is by lay-
ing a greater emphasis on agriculture 
which we are going to do in our 
Sixth Plan that we will be able to 
tide over the problem which we have 
to-day which will give us the .ability 
to repay this IMF loan because it has 
been said that this is a legacy which 
our progeny will tak about, which 
our progeny will complain about.

The main point is, we have to tap 
all the non-traditional sources o f 
exports.

MR. CHAIRMAN : I hope, 
you are concluding now.

SHRI KAMAL NATH : I am 
concluding in another two miniutes.

MR. CHAIRMAN : All right.

SHRI KAMAL NATH : They 
interrupted me. So, you must not 
cut my time. *

The main point is that we have to 
step up our own non-traditional 
sources of export earning in the 
shortest possible time. So, the catch 
word of the day should be produc-
tion for export rather than export 
what we produce. And in the new 
scheme o f things, agriculture holds 
an important place. After all, 
out o f the 140 million hectares o f 
arable land ‘that the country has, 
at least fifty per cent is open to 
multi-cropping and there are areas 
whereeven 3/1-2 crops are possible. 
If the Sixth Plan targets are achie-
ved, India will have surplus food-
grains to export.

Sir, on this occasion, I would like 
to point out to the Hon. Finance 
Minister that the reprieve we have 
got should in no case be misused. 
For example, while formulating our
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import policies we must ensure that 
we do not liberalise the imports in 
the fu’ure years. No allowance 
should be made for conspicuous 
consumption. It is a narrow elbow 
room allowed to us to put our own 
house back to order and it is a 
challenge befor us to be able to meet 
this situation and to correct it. This 
is only a temporary relief to us. It 
is like having an anacin or aspro. 
This is a relief—not the cure. 1 he 
cure will come only when we are 
able to tide ever our foreign 
exchange difficulty.

Before ending, I would like to 
appeal to my friends from the Oppo-
sition not to become prisoners of 
their own set beliefs. We should 
look at the successful example. My 
friend, Shri Biju Patnaik read out 
something about Tanzania. It is in 
the same book.

AN HON. MEMBER : He men-
tioned about Jamaica.

SHRI KAMAL NATH : I am 
sorry. He mentioned about Jamaica. 
He also mentioned about Bungla- 
desh. But, nobody mentioned 
about Brazil its success story. It 
has taken IMF loan and Brazil has 
been successfully able to utilise this 
loan.

PROF. MADHU DANDAVATE: 
Though there is a military junta 
there, they refused to accept this 
■limitation that there will be no com-
mercial borrowing.

SHRI KAMAL NATH : Not at 
all. In fact, our terms are much 
better than Brazil. We must look at 
the successful records o f this country 
which has also borrowed IMF 
loan.

In conclusion, I would only like to 
say that when reason, logic and 
rationale are not on one’s side, one 
has to resort to rhetoric and jargon 
and this is what we have witnessed 
from our Opposition friends in the 
last few hours. '

MR. CHAIRMAN : Shri Bhagat.

SHRI B.R BHAGAT (Sitamarhi): 
Mr. Chairman, Sir, although I am 
speaking from this side of the House, 
I have no hesitation in supporting 
the Finance Minister’s motion. (/«- 
terruptions) I say this because this 
country, since Independence, under 
the inspiring and great leadership of 
Jawahar Lai Nehru, Lai Bahadur 
Shastri and the present Prime 
Minister, Shrimati tnd ra Gandhi, 
has followed a particular economic 
policy.

DR. SUBRAMANIAM SWAMY: 
You refer to Mr. Desai also.

SHRI B.R. BHAGAT : I shall 
come to it. Don’ t worry. You will 
pat me when I refer to him. (Inter-
ruptions) 1 hey should know tha this 
is a great county the second largest 
countries in the world. It was 
the policy to build socialism 
through consent in this country and 
followed a Buddhist philosophy—the 
golden mean or the middle 
path—avoiding both the extreme
left and the extreme right. Sir, in the 
long journey of evolving national 
economic policy it came under 
attack in this House— I have personal 
recollections o f that both from the 
Left and the Right but this police 
has stood the test of time. It stood 
the tortuous journey of building an 
independent economy in this country. 
I will refer to some of them because 
I had long association in the fifties 
and the sixties in some form or the 
other- in formulating and implemen-
ting this policy in this House and at 
international forums throughout the 
world.

Sir, actually we must give credit 
to the Finance Minister. If you 
examine dispassionately the terms 
of the loan you will find that he has 
done a great job. (Interruptions)
I say this because in a given situation 
that the country faces today had 
there been Shri Deshmukh, 1 TK or 
even Morarji Desai—for the benefit of
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Mr. Dandavate and Dr. Subra-
maniam Swamy—they would have 
done the same thing which Mr. 
Vankataraman has done very ably 
today.

Sir, I am surprised that the Mem-
bers are taking objection to an 
arrangement with a multilateral 
agency like IMF. It has been the 
policy and time without number it 
has been debated in this House that 
for India, a third world country and 
a developing country which is trying 
to preserve its freedom most 
ardently, it is better to go in for 
multilateral arrangement in regard to 
external loan or assistance. When 
TTK negotiated loan he arranged it 
with consortium countries and that 
had formed part o f the budgetary 
resources for a number of years 
uptill now. The IMF or were 
particularly the World Bank was the 
agency through which this external 
arrangement had taken place. Again 
IDA loan or soft term loans were 
•through a multilateral agency. We 
were very reluctant to have private 
investments. One of the complaints 
o f the industrialised countries was 
that India was not having enough 
private investments. When the 
matter was raised before Shri Desh- 
mukh and TTK they gave economic 
answers to it but when it was raised 
before Morarji Desai—again for the 
benefit o f  Mr. Dandavate and Dr. 
Swamy—he told them bluntly and 
said: “ You want me to contract loan 
so that I may not be able to pay 
back. I want only that much of 
loan which I am able to pay back.” 
That has been the policy in the 
external arrangement. Sir, it was 
said that external debt figure is to 
the tune o f fifteen thousand crores 
and with this loan it will further 
increase. But, Sir, what part o f the 
total GNP it comes to ! what is the 
record o f this country as compared 
to other countries ?

PROF. MADHU DANDAVATE : 
Fifteen thousand crores comes to
11 % o f the national income and it 
will increase to 16% after this loan.

SHRI B. R. BHAGAT : Even then 
it is manageable. When the Finance 
Minister says so then we should
accept it.

The private Capital inflow only 
from 2 per cent o f the—GDP in the 
Sixth Plan. The private investment 
is only 2 per cent o f the G. D. P. 
in the Sixth Plan That is the figure 
which we have gat. Our policy has 
been that we should not go in for 
large external finance, whether it is 
foreign aid or foreign invest-
ment or whatever it is. Therefore 
we went in for these multilateral 
arrangements with the World Bank 
and the I. D. A. We have all along 
followed this policy and Mr. Venkata-
raman is pursuing the same policy. 
Sir, I have no hesitation in saying 
that this is the policy o f the great 
Indian National Congress right from 
our Independence. It has been the 
policy which has stood the test of 
time. It is not a policy which
is being pursued today, but 
it has been there ever since
our independence days and 
India’s ecenomic policies and econo-
mic development was considered a 
model by all the third world coun-
tries. It still continues to be a model 
for all the developing countries. That 
is why India’s credit for repayment 
is excellent ; you can see India’s 
credibility. In the IMF today the 
USA is isolated; nobody supports the 
United States. 1 hey dare not vote 
against this loan, and so they have 
abstained. We know nobody else 
would have gone along with them. 
Mr. Reagan, the US President, in 
the last IMF meeting criticised the 
IMF policies o f softer loans and 
talked about the “ magic o f the 
market forces” .

It was not liked by anyone. I know 
this as a fact. The French President, 
in particular, criticised him for mak-
ing that statement.

Also I want to bring to the notice 
o f the House that there had been
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some genuine hesitation against the 
IMF Loan because in the past the 
IMF had followed certain conser-
vative policies, in their lending poli-
cies The general impression among the 
third world countries has been that 
it dots not care so much for the social 
and economic objectives of third 
world countries.

Then, Sir, references were made 
about a number of countries. Con-
ditions are not the same in every 
country. Please do not compare one 
country with another country be-
cause conditions are different each 
country is sovereign. Take the case 
of our neighbour Bangla Desh. I 
learnt from the papers that the IMF 
has r e f u s e d  the s e c o n d  o r  the third 
instalment to them because they have 
n / 'it p e r f o r m e d  t h e  o b j e c t i v e  c r i t e r i a .  
It may be that Bangla Desh "had not 
performed the objective criteria to 
which they had already agreed. 
Whatever it is, because they have 
been refused their second or third 
instalment, there is no reason why 
we should not go in for this loan. 
I do not know where the question of 
pride comes in. My friend Mr. 
Madhu Dandavate said that by con-
tracting this loan our Finance Minis-
ter has a sense of pride. This is not 
a sense of pride; but it is a sense of 
duty. Borrowing is not a sin. It does 
not mean that when you contract a 
loan, you commit a sin. That 
kind of concept was followed by 
some religions in the middle ages. 
They said, you should not borrow, 
because, borrowing is a sin. But 
now, you know, for the last 100 
years, development in the world, all 
modern economic development, is 
based on borrowings. You please see 
the structure of the private sector and 
the public sector. The Equity-debt 
ratio is similar in both. In fact, 
borrowing is more in the public 
sector. Therefore to say that we 
have borrowed something and there-
fore inevitably it is a wrong thing, is 
saying something which is not cor-
rect.

16.50 hrs. [ M r . S p e a k e r  in the 
Chair]

The point is, let us apply the ob-
jective test........ (Interruptions)

I am talking about the policy 
which you objected to. I am say-
ing, you please see the image of the 
IMF. Our Prime Minister went to 
Cancun. You read her speech. You 
know that India under her leader-
ship is not only engaged in a Strug-
gle along with other developing 
countries to re-structuring a new 
international economic order, but 
we are in support o f a reform o f the 
international monatary system as 
well as democralisation o f the IMF. 
You see the speeches of our vari-
ous Finance Ministers since the 
beginning. (Interruptions) Why 
are you disturbing ? I am sure Dr. 
Subramaniam Swamy will agree 
with me. I am talking some Eco-
nomics, not Politics.

The fact is that India has been 
the leader in the Struggle for de-
mocratising the structure of the 
IMF so that the say of the third 
world countries is there according 
to their members and proportion. 
At present, the arrangement is that 
certain industrialised countries 9 
or 10 countries—they have the grea-
ter voice and greater say in framing 
the leading policies o f the IMF. 
India is leading the movement 
whether in the non-aligned world, 
or in the North-South dialogue, or in 
the Paris meeting or other forums. 
Conferences o f the United Nations 
for creating a new economic order. 
In all forums of the UN 1 AD or 
the Group of 77, it is leading a 
movement that the IMF should be 
restructured so that the third world 
countries should have the voice. It 
is in this_ context reference 
made by President Nyrere of Tan-
zania as also by other developing 
countries are relevant. The IMF 
as at present does not reflect the 
world reality—the new economic 
forces, new factors in the world
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which arc creating a great problem  
o f  war and peace. Then regarding 
this loan a major misconception 
has been created. Professor M adhu  
Dandavata says “ let us have a 
national debate” . O f  course, this 
matter is a very important one. 
W e shoulu have a national debate. 
But this should be considered in 
only one context and that is in 
the context o f  the national interest. 
The Finance Minister has said that 
he has to pursue the policy in the 
national interest and I think the 
M embers from  all sides must appro-
ach this question in that context, 
not in narrow party lines. The 
approach should be on the basis o f  
national interest.

Som e H on. M em bers have said 
that our national interest has been 
compromised, the sovereignty o f  the 
country is compromised. A s  the result 
o f contracting this loan we have lost 
our independent action. They  
say that our independence has been 
compromised. Are we serious in 
making this charge ? Can you cite 
a single instance on this question or 
any other question where the national 
interest or the national sovereignty 
o f  the country was ever compromised 
by this Government. Has our inde-
pendent action ever been compro-
mised ? It can never be compromised 
under the leadership o f  Shrimati 
Indira Gandhi. (Interruptions). It is 
not a question o f  laughter but it is a 
question o f  fact.

SH R I IN D R A J IT  G U P T A  : By
11 O ’c lo ck  tomorrow, please allot 
him one seat there. (Interruptions)

SH R I B. R . B H A G A T  : 1 am  
sorry to say that a very senior and 
responsible Member like M r. Indrajit 
Gupta is attributing motives. Is it 
wrong to say that the policy pursued 
by Shrimati Indira Gandhi on behalf 
o f  this country is the right policy ?

' P R O F . M A D H U  D A N D A V A T E  : 
Even the Prime Minister smiled.

S H R I B. R. B H A G A T : Is it a 
question o f  smilling ? W hen you

make this charge, I ask you now the 
Finance Minister by contracting this 
loan, has compromised the national 
sovereignty o f this country ? ( Inter-  
ruptions). N ow  the question o f  
national debate ? That you know. 
Y o u  organise a meeting o f  econo-
mists or you prepare a certain publi-
cation, there you publish certain 
things openly as the W est Bengal 
Government has done and say that 
the national sovereignty is compro-
mised. Y ou  say that after this loan, 
the country would be at the mercy 
o f the multinationals, and the poor 
people will suffer. After this loan a 
colonial system will prevail in this 
country. Is it a matter for smile ? 
Is it not a serious matter ? I f  I 
argue and if I produce facts, you 
smile derisively. A re you serious 
about pursuing a national debate over 
this matter ? I ask humbly and in all
seriousness ? (Interruptions).

I f  you want to raise a national 
debate, raise it by all means, but do  
it properly.

Tw o sets o f questions have been 
raised; one is about the conditions 
attached to the loan and the other 
is about the economic policies that 
will be affected. 1 he Finance 
Minister in his preliminary remarks 
has covered most o f  these points 
and I do not want to repeat them, 
and I try not to repeat them; I will 
only try to reinforce some o f  them.

The first point that everybody 
has made is that there is a ceiling 
on credit The Finance Minister 
has been emphasising that it is not 
a numerical ceiling, that he is talking 
about, but it is the percentage rise 
in this year’ s ceiling that is import-
a n t  Ih ere  is a rise o f 19 .4% . 
This is what he says. Can you 
challenge it ? He has given the 
absolute figures and I do not want 
to go into them. I f  there is an 
increase o f  about 1 9 %  at the end 
o f March 1982, will this loan affect 
the credibility or will economic 
wheels o f  the Country stop as a 
result o f  shortage. N o .
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There is another point which has 

been made repeatedly and I think 
it needs emphasising. This loan is 
ur.like PL 480 loan. Shri Morarji 
Desai was the Finance Minister at 
that time. Loan PL 480 provided 
the budgetary resources. But this 
IMF Extended Fund Facility is 
merely a line o f credit. Shri Kamal 
Nath said this, even the Finance 
Minister probably said that in his 
preliminary remarks, but some 
Members have objected to it saying, 
how it is and why he was saying 
this. The IMF loan will augment 
the Reserve Banks external credit 
arrangement. It does not mean 
that anybody going in for import of 
machinery or maintenance imports 
is going to get it. He has to 
produce the rupee resources-, only 
then the foreign exchange will be 
made available to him. Therefore, 
it rs not correct that this loan is not 
going to create rupee resources 
or it will augment the budgetary 
resources.

Another point has been made that 
the provision of this loan will make 
the country complacent and 
therefore the country will be 
ih deeper trouble. The mere fact 
that you contract a loan should 
not make you complacent. The 
Government has certain programme 
and policies and because it is not 
going to increase your rupee 
resources, therefore, you cannot 
afford to be complacent by thinking 
that you have enough funds. Only 
if the Government is made, it can be 
complacent. A normal person or a 
normal Government will not be 
complacent as a result of contracting 
this loan.

I will not go into the details o f 
the import liberalisation, because 
this point has been made clear 
repeatedly.

Now, I come to the question of 
documents. In the beginning, a 
misconception was created that 
certain documents are not available, 
although the Members have now 
themselves laid certain documents on

the Table of the House and all the 
documents are available. You have 
the Finance Minister’s letter of 
intent and the economic statement; 
you have also the Executive 
Director’s report. The official 
document, the communique o f the 
IMF is also available and it has been 
published in all papers. It has been 
published everywhere and it gives all 
the details. All the Members, I am 
sure, would have read that. It is a 
printed two-page document ; it gives 
the conditionality and everything else. 
What does the Executive Director’ s 
report say of the economic policies 
and programmes ? Does it say that 
the import will be liberalised so that 
there be open general licence for 

'everything and this country will be 
open to the foreign economic forces, 
the multinationals, and laissez faire 
will prevail. Does it say so ? The 
Executive Director’s report is an IMF 
document. Then, the IMF com-
munique gives a very favourable 
credit to the policies and programmes 
of the 6th Plan.

It supports the programme. Now 
you see, the main programme of the 
Sixth Plan so far is to achieve exter-
nal viability by import substitution 
and export promotion. They parti-
cularly picked out these two things— 
import substitution and export pro-
motion and they say, they justified 
this loan on this ground that in order 
to have a medium term arrangement 
under the E. F. F. it requires invest-
ment in certain lines o f production 
which will augment export promo-
tion which help both import substitu-
tion and export promtion.

17 hrs.
Now, one of the criticism about 

the economic policy is that as a 
result of the loan, it is the private 
sector which will gain dominance and 
the public sector will be put in the 
background. I think those who have 
read the Sixth Plan will find that 
the public sector investment will rise 
from 11 % to 14% and all the invest-
ments in the Sixth Plan, whether it
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is in oil or fertilisers or in other in-
frastructures—also steel, aluminium 
and power, are in the public sector. 
J herefore, on what ground do they 
say that ? Import substituion, means 
that there will be cutting down of 
unnecessary imports and of those 
items which are being produced in the 
cjuntry. This is the meaning of 
import substitution. i his communi-
que and the document which Prof. 
Madhu Dandavate laid on the table 
o f the House support these points 
import substitution and export 
promotion and this is one of the main 
grounds on which they have com-
mended the Indian economic 
efforts. The assessment of the 
Indian economy is not it is sound. 
And as the Finance Minister has ex-
plained, the present position is due to 
the unforeseen factors—unp.-ecsc’ent- 
ed increase in oil imports. He has 
given figures. I need not go into 
that. And secor.dly, the deteriora-
tion in the terms of trade as a result 
o f protectionist p >Iicy in industria-
lised countries whereby the exports 
have suffered. This year’s exports 
hive gone by 16%, although last 
year was a bad year. But the general 
increased in the exports suffered 
because of the protectionist policy 
and the recession in the industralised 
countries. This is also one of the 
matters in the North-South dialogue. 
It is one of the matters in restruc-
turing the international economic 
order. And see, the significant’Indian 
role in trying to bring about changes 
in the international economic order? 
But my point is that a result of this 
loan, there is going to be neither a 
free-for-all import liberalisation so 
that anything like video-tape or
o her such consumer desirables for the 
affluent people are going to come in. 
If import substitution is followed by 
this Government, and I am sure it 
will be followed, it will not only 
lead to export promotion, but it will 
lead to production of these items 
like steel, fertiliser, cement and a 
lost of other industrial goods in the 
country. We import fertilisers, steel 
and we import many such things 
and their imports will go down.

I  herefore, the fact o f the matter is 
that when our exports will go up 
there will be favourable external 
balance in our account.

Lastly Sir, I would say the allega-
tions made against the Finance 
Minister in contracting this loan is 
not substantiated by facts. It is not 
correct to say that dignity o f Parlia-
ment has been lowered and that there 
has not been an open debate or free 
debate or national debate or that it 
is not in the pursuit o f national in-
terest. You suspect that the Finance 
Minister has either compromised 
his country’s position or that there 
has been some “ informal understan-
ding.” When they do not find any-
thing in the formal understanding, 
then they say there may be “ informal 
understanding”  that may come up 
in the second and third instalment. 
Sir, this loan is going to help achieve 
the objectives of import substitution, 
export promotion, rate of growth 
and India will be in a strong position 
at the end of 1983.

I hope that in first or second 
years, it may contract SDR 900 
million, and the second instalment 
of SDR 1800 million. I think the 
House will be well advised to 
request the Finance Minister to 
forego the $2300 million third 
instalment in the third year. Look; 
what will be the position of India in 
the world then Its credibility and 
its reputation will be that people 
will say that India is one country 
in which, whatever be the situation 
regarding economic deficit, difficult 
exchange position and 1 recession 
in the world there is leadership, there 
is Parliament and there is a national 
will sentiments which pursue national 
interests in the right way and comes 
on the top in every crisis.

THE PRIME MINISTER (SHRI-
MATI INDIRA GANDHI): Sir, I am 
not making speech, but I felt that I 
should emphasize one point. My colle-
ague, the Finance Minister has already 
dealt with most o f the points which
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are being raised. I have heard some 
o f the speeches from  my room. 
W hat he has not dealt with, he will 
no doubt do so, at the end o f the 
debate.

I want to emphasize just this, that 
this loan or the agreement for the 
loan, is a line o f credit. It does 
not force us to borrow, nor shall we 
borrow unless it is in the national 
interest. 7 here is absolutely on 
question o f our accepting any 
programme which is incompatible 
with our policy, declared and 
accepted by Parliament. It is incon-
ceivable that anybody should think 
that we would accept assistance from  
any external agency which dictates 
terms which are not in consonance 
with such policies.

I  thought I would make that very 
clear. '

SH R I H .K .L . B H A G A T  (East 
D e lh i) : Fortunately for the country, 
and unfortunately for the Opposi-
tion, we have a capable Finance 
M inister; and he has a good case.

Sir, when the Finance Minister 
to-day opened his observations—  
well, the debate on this subject has 
been going on in the Press for a 
long time; so many have written 
for it, and so many against it ; our 
leaders and Hon. Members on that 
side have also voiced their opinions 
in the newspapers which we have all 
seen and obviously, the Finance 
Minister has also seen them— anti-
cipating their points he gave his 
own observations on those points. 
They were naturally worried, be-
cause they could not make their 
points since they were killed before 
they were made. I can understand 
their little worry on that account. 
They could not take them up, since 
the Minister had dealt with their 
points. I think in a very correct 
manner. And there was hardly any 
point.

N ot to speak o f making any 
point, they could not make any

noise. N ot that I want them to 
make noise; but to-day they could 
not make much noise, also because 
they knew the weakness o f  their 
case. (Interruptions)

I am speaking on IM F . This is 
all about IM F . Y ou  have nothing 
else to offer, except to make noise. 
W hat I am respectfully trying to 
submit is that nobody has seriously 
disputed, or even disputed, the 
difficult position with regard to  
foreign exchange balances to-day. 
On the other hand, everybody has 
more or less accepted, directly or 
indirectly, that the exchange position 
to-day is such that if we do not do  
something, within two years from  
now, our reserves will be depleted.

Some o f our friends have tried to 
give some suggestions, as an alter-
native. I have great respect for 
Prof. Dandavate. I have always 
believed that he is a very capable 
man, and also a well-meaning man. 
He gave some suggestions.

D R . S U B R A M A N IA M  S W A M Y  
Rose.

SH R I H .K .L . B H A G A T  : Dr. 
Swamy, if you want, I can say the 
same thing about you, to please 
you.

M R . SP E A K E R  : M r. Bhagat, 
by any chance, are you not allergic 
to the name ‘ Swamy’ ?

SH R I H .K .L . B H A G A T : N o , 
Sir. I like him very much. Let us 
see what are the alternatives suggest-
ed, and in a homely way let us try to 
understand what are, and what will 
be the consequences if the remedies 
suggested by Prof. Dandavate and 
some others are to be resorted to.

One o f  the remedies suggested by 
Prof. Dandavate was that we can 
improve our foreign exchange posi-
tion by cuttine down imports. He 
went to the extent o f  suggesting that 
we can cut down 10 per cent o f  
oil imports, and that it would make 
a difference o f at least Rs. 1,000
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crores. That is what he said. Can  
we today cut down our oil import ?
T he Government has taken, o f  
course, the steps by raising its prices 
so that the domestic consumption 
is reduced ; government is taking all 
possible steps to make the country 
march towards self-reliant. Recent-
ly, we saw an agreement with the 
Soviet Union. There are other 
things which would require more 
ft reign exchange so that the country 
can march towards self-sufficiency 
in oil.

N ow  let us see what Prof. M adhu  
Dandavate says. Can we today cut 
down 10 per cent o f our oil import? 
W hat will happen? Have we for-
gotten today for what purpose the 
oil is used? Have we forgotten 
what was the situation two years 
ago? W e have not yet forgotten 
the long queues when the farmers 
had to wait for days and days to 
get diesel for their tubewells and 
tractors. Will not more tubewells 
com e? Should they not com e? Will 
not more tractors come? W ill not 
our requirement o f oil be reduced 
in terms o f our practical require-
ment? W ill they not increase? Is it 
not a fact that during these times 
the factories went off because the 
shortage o f oil was there or mis-
management or whatever it was ? 
D o  you want to repeat this? W ill 
we resort to rationing o f diesel, 
petrol, kerosene and so on 7 How  
can you cut down 10 per cent im-
port o f  oil and at the some time 
not create conditions o f  difficulties 
for the people? It will stop fac-
tories? Will it not? Will it not 
create problems? Will it not create 
unemployment? W ill it not affect 
the power houses? It will affect so 
many things. In fact, oil is our 
necessity. It is in fact one issue; 
.please do not mind my saying so 
that it is one o f  the most focal 
issues round which the international 
politics is gravitating today. W e  
need this o il; we cannot reduce it.

Already the opponents o f  this 
loan have been charging that W all

Street Journal went to the extent o f  
saying that this is another way o f  
financing the Mirage deal. They  
said that we are taking these things 
from  the point o f  view o f  our 
defence requirement. W e are not. 
W e can look after our country. I 
want to know whether you 
would need foreign exchange for 
lertiliser, as • my friend said. 
1 he farmers are using fertilisers.
1 he land is used to a particular 
kind o f  fertiliser. N ow , Prof. 
M adhu Dandavate wants to tell 
us, when you have only two years 
for foreign exchange to remain with 
you, well, now you change, you 
reduce the fertiliser, adopt some 
old method or some new method, 
make an experiment for two years 
and see what can happen? Today, 
some friends said that we went to 
the IM F  with a begging bowl. 
When we pass every day and see a 
beggar, doesany one o f us give a 
loan to any beggar? N o . N o  beggar 
can get loan. Loan is given to a 
person, individual or a company 
or a firm which is credit worth. 
W e never went to the IM F  with a 
begging bowl. I f  we had accepted 
your suggestion and if the Govern-
ment had not been wise in taking 
steps in advance. I f  they had 
waited for two years. I am sure 
they would have been in a crying 
and crawling position; they would 
have been in the position o f  a beg-
gar; nobody would have given you 
this loan. I am sure, it is not a 
pleasant decision for any govern-
ment to borrow.

Borrowing is the normal feature 
o f international life. N obody wants 
to take such a decision when it is 
not nccessary But decisions, how-
soever unpleasant they may be, if 
they are in the nation’s interest, 
have to be taken.

M y friends become very sensitive 
when we mention the name M rs. 
Indira Gandhi. M y  friends o f the 
left forget what the socialist leaders 
say about M rs. Gandhi ; what the 
Bulgarian leaders said about M rs. 
Gandhi and what other socialist 
leaders said about M rs. Gandhi.
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They also forget what the French 
leaders said about M rs. Gandhi; 
what other world leaders said about 
M rs. Gandhi 7 The point that 1 
am trying to make out is that fortu-
nately in our country we have a 
leader who is capable o f  taking lot 
only pleasant but difficult and un-
pleasant decisions in the interest o f  
the country, sometimes they are need-
ed and this interest is also needed.

M y  friend Prof. Madhu D.'ndavate 
gave a few points and then said, 
well, you borrow it from the inter-
national market.

N ow , he was somewhat— he knows 
that he was on a week wicket— he 
said somewhat half-heartedly. He 
said, that perhaps in some situations 
commercial borrowing may be in a 
better position than the Monetary 
Fund. He himself said, I need not 
repeat his' words. Some repetition 
is inevitable, because the Finance 
Minister left nothing for us to say. 
W hat X am respectfully submitting is 
that we know the position, the inter-
ests and so on and so forth. There-
fore, as the Prime Minister right now 
clarified, well, it is a decision o f which 
we can take credit, and we take as 
long as it is necessary. The alterna-
tives suggested are absolutely not 
tenable.

Now , they said that this would be 
compromising with independence, 
compromising with the sovereignty, 
and so on. 1 think the Finance 
Minister has already dealt with it at 
length. I would only briefly refer to 
it in two words. • I would only say 
that let them— I am addressing my 
query to those who formed part o f  
the Janata— all those including Prof. 
M adhu Dandavate. Let them see 
Five Year Plan which they drew up 
and the Plan that we drew up. Where 
have in any way moved an inch 
away from the goal o f  self-reliance? 
Even for the consumer articles o f  
domestic use, they liberalised imports. 
For the public sector there is a 
greater allocation in the Plan than 
in the previous Plan. Therefore, I

am saying that this charge, this alle-
gation, that we are trying to com-
promise India’ s independence, eco-
nomic independence and political 
independence and tliat India will not 
be able to stand with its head high 
in the world forums does not stand ; 
let me say that today, in spite o f the 
fact that we are having difficulties at 
home, in spite o f the fact that we 
have a difficult international situation 
right on our borders, in spite o f the 
fact that we have one problem or 
the other, the fact is, as is evident 
by the Non-aligned Conference at 
Melbourne, and the Cancun Confe-
rence, by the discussions which the 
Prime Minister had with Mr. Reagan 
and other world leaders, it is India 
which has got its head high in the 
international forums.

PROF. S U B R A M A N IA M  S W A -
M Y  : Y ou  can say, ‘ her head’ .

SH RI H .K .L . B H A G A T  : She 
represents India. M rs. Indira 
Gandhi represents India. Y ou  may 
not feel proud o f it, you may not 
like, but it is India’ s head.

M R . SP E A K E R  : Prof. Swamy 
is trying to irritate you.

SH R I H .K .L . B H A G A T  : W hat 
I am respectfully submitting is that 
all this criticism is absolutely mean-
ing less.

N ow , I am concluding, within 
two minutes. I do not think that 
the Finance Minister or this loan 
needs any kind o f certificate from  
anybody. And yet, I would just 
like to read only a few words. M y  
friends may not like it. 1 hey may 
say, ‘ It is from this Press and that 
Press’ . I am just reading only a f e w  
lines. This is from the Times of 
India.

SO M E  H O N . M E M B E R S  ; Oh ; 
O h! O h!

SH RI H .K .L . B H A G A T  : N ow  
they laugh ! Every day they say, that
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the Press is free, that the Press is 
independent. 1 hey advocate the 
freedom o f  the Press. N ow  some-
thing which goes against them, they 
deride.

P R O F .-S U B R A M A N IA M  S W A -
M Y  : W hy do you not quote from  
the Bulgarian Times ?

SH R I H .K .L . B H A G A T  : M r. 
Swamy, I know how you run to news-
paper offices for publicity. (Inter-
ruptions) N ow , the heading is ‘ Irre-
levant debate’ .

“ Nothing highlights the intellec-
tual poverty o f  the splintered O p-
position in tnis country as u n f a l -
teringly as the decision to make 
an issue o f 5.6 billion IM F  loan 
in this country. By any reckon-
ing the Government has pulled 
off a major diplomatic coup” . 
(Interruptions)
“ The loan it has received is the 
largest ever given by the IM F  
and the conditions attached to it 
are mild to the point o f requiring 
little more than vague decline o f  
intent in the Indian Government. 
The fact that it was secured in the 
teeth o f  opposition by America 
has made this decision more popu-
lar to the people.”

This is what they write. Then the 
editor o f Economic 1 imes’ said more 
or less the same thing. So, we do 
not need any certificate from you.

I would end by saying that it was 
not a Pleasant decision and none o f  
us should think that it is going to 
make things easy for us. This is a 
warning; this is a recognition o f a 
difficult situation which has been 
created by natural circumstances. 
After we took over, we have improved 
the situation. W e will have to do  
hard work, we should have complete 
economic discipline and discipline to 
face the situation. I am sure, 
this loan will help the 
Government and the nation in 
mitigating the difficulties faced by us.

S H R I S A T IS H  A G A R W A L  
(Jaipur): Today the House is dis-
cussing a M otion moved by the H on. 
Finance Minister with regard to large 
scale borrowing from the Interna-
tional Montetary Fund. Opinions are 
bound to differ on this issue. ri here 
is nothing to be agitated over protests 
from some o f  the opposition parties 
with regard to the contract o f this 
loan. Everybody has got a viewpoint 
whether this particular loan is desir-
able or not, is needed or not; if  
needed whether we should accept 
these conditions or not and whether 
these conditions are humiliatory or 
not and what would be the future 
programme so far as repayment is 
concerned.

Before I proceed further o r  this 
issue, my work has been lessened by 
some o f my friends like Prof. M adhu  
Dandavate, Shri Biju Patnaik and 
Shri Sunil Maitra, who have put 
forward their viewpoints. I am not 
projecting this i ssue from any politi-
cal considerations nor am I motiva-
ted by any ideological considerations 
or any other consideration. H ow  do 
we react about it? Because this is the 
first time that such a big loan has 
been contracted by this country from  
the International Monetary Fund.

Fools are those who learn from  
their own experiences but wise are 
those who learn from the experience 
o f  others. W hat has been the experi-
ence o f various other countries with 
regard to the loan from the Inter-
national Monetary Fund. This is a 
fact that we are a member o f the 
IM F . But that brings me to one 
more question whether we should 
continue to be a member o f  an 
association or institution which pres-
cribes such hard conditions for the 
third world countries. That is a point 
which has to be considered by the 
Government, by the whole House in 
a dispassionate manner.

Before I proceed further I wish to 
compliment the Finance Minister for 
one honest confession before the
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International Monetary Fund when 
he submitted his Mem orandum  
along with the letter. That is the 
first paragraph o f this particular 
M emorandum wherein it has been 
stated :

“ The Indian economy made 
considerable progress during 
the second half o f  the 1970s. 

During the four year 1975/76 to 
1978/79, real economic growth 
exceeded 6 per cent per annum 
while price inflation was about
2 per cent per annum. Agri-
cultural extension accelerated 
so that food imports were 
virtually eliminated by 1977/78  
and sizable food stocks were 
accumulated. Industrial growth 
was also generally satisfactory. 
Savings rose from about 20 to 
almost 24 per cent o f  G D P , 
reflecting higher growth, the 
deepening o f  the financial 
system, favourable price per-
formance and a rapid growth in 
remittances from Indians work-
ing abroad. The balance o f 
payments position was strong 
throughout the period and 
sizable external reseives were 
accumulated.”

So, I compliment the H on. Finance 
Minister for being very honest so 
far as his assessment for the two 
years o f  emergency 1975/76 and 
1976/77 and two Years o f Janata 
rule 1977/78 and 1978/79 is con-
cerned.

I compliment him for this honest 
confession in this particular state-
ment, irrespective o f the whole con-
troversy with regard to the perfor-
mance o f  this Government or that 
Government.

On this question, my esteemed 
frieids, Shri H . K . L. Bhagat, Shri 
M ohan Lai Sukhadia and Shri 
Kam al Nath have been chosen to 
speak on behalf o f  the Treasury 
Benches. I fail to understand why 
on r.uch occasions they are chosen

for that purpose. A re there no other 
Members ? I f  they are so talented 
in the Treasury Benches, why can’ t 
the Finance Minister take their 
assistance in the Cabinet ?

S H R I H . K . L. B H A G A T  : Your  
recommendation will not help.

S H R I S A T IS H  A G A R W A L  
Before going on such heavy borrow-
ing to the tune o f 5 billion from the 
IM F , was it not the duty o f the 
Finance Minister to consult the 
Parliament and was it not the right 
o f Parliament to discuss it before a 
decision was taken ? But Parliament 
has been by-passed on this issue.

SH R I H . K . L. B H A G A T  : He  
has explained it. Perhaps, you were 
not present. He has answered the 
point. You may not like it, but he 
has given the answer.

SH R I SA T ISH  A G A R W A L : I 
have heard two things in this House—  
sovereignty o f Parliament and 
national consensus; on broader 
national issues the opposition must 
co-operate. I want to ask whether 
Parliament has been sovereign in 
this case, whether Parliament was 
ever consulted. W hy could this 
issue not be debated?

N ot only this, the whole do-
cument which is the basis for this 
letter, the letter o f intent which the 
Finance Minister wrote on the 20th 
September to the Managing Director 
o f IM F , was the Sixth Five Year  
Plan. rl he basis o f the letter was 
memorandum, which was based on  
the Sixth Plan document. So far as 
the Sixth Plan is concerned, which 
has bound down this country for 
another five years so far as the 
targets, goal and objective are con-
cerned, the Sixth Plan document 
which is practically a charter o f  our 
performance and achievements for 
another five years, in so far as that do-
cum ents concerned, not even this Par-’ 
liament consisting o f representatives 
o f  the entire country have been given 
a chance to debate it in this Housef
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N ow  without discussing and  
adopting the Sixth Plan in this House, 
how do you expect us to co-operate 
which the Government 7 Y o u  never 
take us into confidence, you never 
debate the Sixth Plan in the House, 
you pass it through the N D C  and in 
this way by-pass Parliament. 1 he 
opposition parties were not consulted: 
note only that, even the leaders o f  the 
opposition parties were not taken 
into confidence by the Government, 
stating “ Look here, these are our 
genuine difficulties these are the 
problems, we are facing this parti-
cular situation, these are the terms, 
these are the conditions, this is going 
to be the amount, this is how we 
are going to do this, we seek your 
co-operation, please enlighten us on 
certain misconceptions or misgivings 
which you have about this matter.”  
But the Government never took us 
into confidence, except when the 
budget was presented when the 
Finance Minister referred to it. On  
this vital issue he is at fault and I 
take serious objection to that.

Sir, you must remember that when 
the question o f debating the Sixth 
Plan in this House was taken up 
before the B A C , I was opposed to 
it because it was a fait accomplie. 
Government by-passed Parliament 
by not placing it before the House 
and debating it, even though it is a 
vital document which affects and 
commits the nation for another five 
years. Y ou  have by-passed Parlia-
ment, you have by-passed the opposi-
tion: not only that, you have not 
discussed this issue even within the 
Congress Party, the ruling party. It 
is all decided by one single man. He 
is a wise man, may be a dependable 
man, and I say this not because he 
is a good friend o f mine but other-
wise also. Even in the budget dis-
cussion and on the Finance Bill I 
said that the future o f  this country 
should not depend on the whims and 
fancies o f  one single Finance M inis-
ter, and that the budget proposals 
must be discussed either within the 
party or in Parliament. That was

m y point which I m ade last year 
also.

P R O F . N . G . R A N G A  : W as it 
done here 7 W as it ever done in 
England ? (Iterrupiions)

S H R I S A T IS H  A G A R W A L  : 
This is nothing new. (Interruptions). 
Y ou  mean to say that if the Sixth 
Five Year Plan is debated in Parlia-
ment, it will be a Presidential form  
o f Government ? ri hat is your
approach. Then your jo b  is
over finished. (Interruptions).

There is one thing more. The  
Finace Minister in his statements and 
papers has led this House to believe 
that he will get the first instalment o f  
Rs. 900 crores by ?4th M arch, 1982. 
D o  we believe it? Is it not the
impression created? Is it not the
information supplied to us ? Is that 
position clear ? Can he draw Rs. 900  
crores in the month o f Decem ber? Can  
he draw R s. 900 crores in the month  
o f  January? N o . But he has given 
the impression that he can draw this 
amount o f Rs. 900 crores before 
24th c f  March. 1 hat is not the 
position. He can draw only Rs. 300  
crores up to 24th o f January. And  
I say, Sir, again it is a point o f  
concern. This is the IM F  loan. 
W hat are the conditions? The loan 
can be divided into two parts, first 
part up to SD R  $ 600 million can be 
drawn in the period ending M arch  
24, 1982, o f  which S D R  $ 300 
million will be made available after 
January 1982, based on having 
fulfilled the specified objective cri-
teria at the end o f 1981. W e were 
given to understand that straight way 
in the first instance Rs. 900 crores 
can be drawn. But no, you cannot 
do that. First you will be given 
Rs. 300 crores, then criteria has to 
be satisfied, performance has to be 
shown. Then another Rs. 300 crores 
will be given, and then another Rs. 
300 crores will be given and like 
that. But why do you conceal all 
these things? W hy don’t you make 
things cleare to Parliament? There 
is no question o f hiding. I mean,
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there are csrtain areas where we may 
differ. B.it there are certain areas 
where we may not differ. 1 hat is 
the position.

So far as the terms and conditions 
are concerned, I do not want to enter 
into a controversy. Nobody is again-
st the basic principle o f  borrowing. 
Every Government has to borrow  
whether from the internal market or 
external market, from this country 
or that country from this fund or 
that fund. The question assumes 
proportions when there is going to be 
a large-scale borrowing. A nd another 
feature is, when we suspects some 
conditions— because sometimes even 
for the performance o f a marriage in 
the family one has to borrow, but 
then the other elder members are 
worried about it as to what should 
be the extent o f  borrowing. The 
youngsters would not worry about 
it because they will have crackers at 
that particular moment and the old 
people will not worry because they 
are facing the cremation ground. It 
is only the adults between 20 to 40 
years who arc worried about it. 
That is why we are worried about it. 
So, fundamentally, borrowing is essen-
tial in life, as Mr. Bhagat said, we 
should not oppose it, Government 
borrows from commercial banks, 
Government borrows from petro-
dollars, Government had a loan for 
aluminium factory this and that, the- 
W orld Bank loans are there, ID BI 
loans are there. As it stands, there 
are so many other things. So, the 
question is whether there is a geouine 
ne^i for this borrowing, this large- 
scale borrowing, and under these 
term* a.id conditions. I do not want 
to enter into the terms and conditions 
which had been very well discussed 
in this House but as I said earlier, 
wise men learn from the experiences 
o f  or hers and only fools learn 
from their own experiences. I will 
cite only one statement in the 
Sri Lanka Parliament regarding their 
reaction because Sri Laoka is a 
country which has got one 
common ’ Executive Director,

M r. Narasimhan, who represents 
India, Bangladesh and Sri Lanka. 
Sri Lanka is one o f the three coun-
tries and there is one common Exe-
cutive Director for all the three 
countries. N ow , what is their re-
action? This is a recent one. A  
question arose in Sri Lanka Parlia-
ment, and I quote:

“ W hen ex-Prime Minister, M rs. 
Srimavo Bandaranaike’s son, M r. 
Anura Bandaranaike o f the opposi-
tion Freedom Party pointed out 
that according to Indian newspapers 
both the Prime Minister, M rs. 
Indira Gandhi, and the Finance 
Minister, M r. Venkataraman, had 
said that no conditions derogatory 
to the country’s self-respect or 
sovereignty had been accepted, 
M r. D e M el said “ D on ’ t talk 
nonsense o f what you do not 
understand.”

“ He went on to read what, he 
said, were conditions imposed*on 
India by I. M . F ., according to 
his information.

These, he said included adoption  
o f  realistic exchange rate in order 
to improve the balance o f pay-
ments position, increase in taxation 
increasing prices o f public sector 
goods and services, cutting down 
subsidies on fertiliser and other 
items increasing domestic savings 
raising interest rates, liberalisation 
o f  imports review o f  export poli-
cies and procedures, improving 
budgetary position by reducing 
deficit and allow private sector 
greater play.”

H e said these were almost iden-
tical to the conditions imposed on  
Sri Lanka.

This is his statement and I have 
no reason to disbelieve it. Here 
somebody was making a point o f  
import liberalisation. I do not know  
what it is going to be. But there is 
a statement o f  Shri Narasimhan. 
He is the Executive Director on
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International M onetaryFund repre-
senting India, Bangla Desh and 
Srilanka. W hat is his statement? 
W hat does he say? On 10th N ovem -
ber he explained in Washington :

“  The Indian Governments inten-
tion to pursue a policy o f liber-
alising import restrictions is an 
established approach to sustain-
ing high levels o f  domestic invest-
ment and economic activity. H e  
indicated that, while the Govern-
ment would naturally continue to 
take specific decisions on imports 
in the light o f domestic needs, 
the thrust o f trade policy would 
be in the direction o f freer com -
merce” .

These are the statements given by 
the Executive Director, India. 
There are statements by the Finance 
Minister, the Prime Minister, by the 
H on. Members. N ow  it is very 
difficult for us to know whom to 
believe and whom not to believe. 
This is for you. The Finance 
Minister may live long. But, after all, 
things should be made clear.

17.37 hrs. [M R . D E P U T Y -S P E A - 
K E R  in the Chair)

f I was talking about the Plan also. 
Plan frame work was considered 
by N . D . C . last year in 1980 and 
adopted finally in February, 1981. 
It was never discussed and debated 
in Parliament. In the formulation 
o f  the Sixth Plan what was the net 
inflow o f  funds from abroad ?

Investment Outlay Rs. 1,58,710 crores 
Current develop-
ment outlay on -
Private Sector „  13,500 , ,

Aggregate resources „  1,72,210 . „  

Domestic Savings „  149647 

Foreign funds >• 9063

R s. 9063 Crores was the total 
component including total aid and 
everything. Net a id = R s . 5889 crores. 
Ather borrowings including commer-
cial and other capital flow, etc. 
comes to Rs. 5087. That was the 
ceiling in the Plan document. Drawals 
from  Foreign Exchange Reserves 
was R s. 1000 crores only. That is 
why there is depletion on resources 
due to terms o f  trade that was pro-
vided. That would be R s. 2913  
crores. The total inflow came to 
Rs. 9063 crores. The total ceiling 
on the commercial borrowings from  
the International Market was put 
at Rs. 5087 crores. Have you  
crossed it ? Shall we not cross it ? 
Shall we have to be within this ? 
This is part o f  the Plan document 
which is accepted by the N  D  C put 
not adopted and approved by Parlia-
ment. So the policies are not 
approved by Parliament. I f  the 
policies are the same which are 
continuing, then the question does 
not arise with regard to its acceptance 
by Parliament. Even the policies 
are accepted by Parliament.

W ith regard to this you said that 
there is a policy that there should be 
foreign collaboration. There should 
be import. W hat should be impor-
ted ? Should wheat, sugar, cement 
be imported or Video Cassette 
Recorders should be imported? They  
are being imported. That has been 
allowed. In regard to Import and 
Export policy which is laid on the 
Table o f the House every year, the 
question is this regarding collabora-
tio n .... .

SH R I H . K . L . B H A G A T  : Y ou  
had allowed it.

SH R I SA T ISH  A G A R W A L : If  
anybody committed a mistake, it 
does not mean that you are to 
commit it again. So, we have to 
warn you. Our party was there. 
W e were not that much experienced 
to rule this country. For the last 
32 years with all these stalwarts, with 
one supreme commander* assuring
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this country, assuring this nation 
you are in power.

In  the year 1980, M r. Venkatara-
man said, it is on the record in this 
House “ I am going to take from  
crisis management to growth 
management.”  W ith all the credit 
and debit account, I would like to 
know from him, what happens to  
the growth management. Has it 
brought down the brink o f bank 
corruption; has it brought down to 
the state o f affairs? That is the 
major consideration before us.

M r. Bhagat was talking about only 
one illustration. I would like to 
give, in this particular case some 
figures. There was a policy with 
regard to collaboration agreements 
in every regime. The collaboration 
agreement were being entered into 
for the last 30 years, But what was 
the position ? Policy is there for 
collaborations. But the question is 
that the total collaboration agree-
ments up to the end o f 1980 since 
independence numbers 6313. The 
number o f total collaboration agree-
ments in every year from 1970 to 1975 
was 1580. In 1976, it was 277 ; in 1977, 
it was 267 ; in 1978, it was 307 and 
in 1979 it was only 267. But last yjar, 
in 1980, you increased the number to 
526. N ow  the question comes 
th a t.........

SH R I B .R . B H A G A T  (Sitamarhi): 
I said, it was so limited. It is only 
2 % . The private capital inflow will 
be only 2 %  in the Sixth Plan o f  
G D P . But you are going by num-
ber ?

SH R I S A T ISH  A G A R W A L  : I 
don*t have that much time to enter 
into controvery. I have'great regards 
for M r. Bhagat.

SH R I B. R . B H A G A T  : I have 
equal regards for you. .

S H R I S A T ISH  A G A R W A L : That 
is a different matter. I was making 

’ a point. It is not a question o f  
policy but it is a question o f  imple-
mentation. 1 am making again one 
more point. Y o u  are asking alterna-
tive. I said only one thing in this 
connection. Whatever projects are 
approved by the Government finali-
sed by the Planning Com mission, 
those projects have to be completed 
within the time limit and within the 
approved sanction limit given by the 
Parliament. Then, you need not 
have any resort to any deficit 
financing or with regard to any 
additional taxation. Even if we are 
able to do this thing there is no 
deficit financing. W hat is the cost 
limit and time limit ? It is time 
which takes more. For M etro  
Railway, it was R s . 140 crores. N ow  
it is thousands o f crores. Salal 
Projects, it was 55 crores, it is 400  
crores now. But there is not even 
one project which has been complet-
ed in time. There is not a single 
project in this country. This is a 
major question which is eating 
away the total mobilisation o f our 
resources in this country. This a very 
major issue. I would earnestly re-
quest all the Members with folded 
hands. After having spent Rs. 80,000  

. crores during the last 34 years on 
our five year plans, what is the posi-
tion 7 So far, before the Sixth Plan 
is being launched Rs. 80,000 crores 
was sp en t.'  W hat is the position to-
day ? Tw o lakh villages are without 
proper drinking water. Thousands 

. o f  people lying on foot-path without 
houses. 50 lakh people are blind, 
and suffering from diseases. Thre are 
no hospital facilities, no medicines. 
Literacy rate is below 30 %  in 
this country. After 34 years o f  
independence, this is the position. Our 
population is not craving for 
more than these things. But we 
are not able to meet because there
is a price escalation and cost esca-
lation. lt  is ten times in every 
project. There is not a single pro-
ject in this country which has been
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completed within the approved 
sanction limit and within the ap-
proved time-limit. (Interruptions).

On this issue, I want to make a 
request and appeal to  the whole 
House with folded hands that this 
is a national question. I f  you are 
not able to do it, we will have to 
face very many problems. Y o u  
make the man responsible for 
implementation o f the project and 
see that it is completed. Other-
wise, you send him out from the 
service. W hy should this not be 
the approach o f all o f  us ? •

N ow , you want to tide ovei the 
difficulties o f  balance o f payments 
position. But with this particular 
import policy.....................

M R . D E P U T Y -S P E A K E R  Please 
conclude now. Your party has been 
allotted 9 minutes. But you have 
already taken 25 minutes. (Inter-
ruptions) W e  have to see that 
every party speaks; everyone must 
get a chance.

SH R I SA T ISH  A G A R W A L  : 
On this, I am not raising any party 
issue, how much one member has 
got and how much one member 
has not got. After all, guillotine 
cannot be applied on such a major 
issue. I f I am irrelevant, you check 
m e and stop me. I f  you want, 
you can extend the time. That 
understanding was clear in the 
Speaker’s chamber. ,

I f you really want to regulate and 
control imports and boost-up ex-
ports, how will you do it ? Exporis 
are not picking up. Y ou  had two 
free zones. Y ou  extended the area 
to entire country. It was not a 
successful experiment. After giving 
so many concessions for boosting up 
exports, what is happening? There 
are people in the exporting area who 
are misusing heavily the facilities 
extended by the Government. I 
made a point last year also that

there are 7000 engineering industries, 
export houses, out o f  which only  
2000 are exporting. But everybody 
is taking advantage. There is a 
cash assistance scheme. It was initi-
ally a sum o f Rs. 140 crores. This 
year, it is R s. 530 crores by way o f  
cash assistance to those people who 
are exporting to foreign countries. 
Y ou  go to the counter and have 15 
per cent immediately.

W hat about export obligations? I f  
somebody exports stones, there will 
be no ‘foreign exchange realisation* 
H ow  many such cases are there ? 
H ow  many cases have been handed 
over the C B I ? W h y don ’ t you have 
strict performance ? Export obliga-
tions are not realised. H ow  many 
exporters are there who have viola-
ted export orders and regulations ? 
They have taken advantage o f cash 
assistance scheme from the Govern-
ment, R s. 540 crores every year. 
There is a subsidy for exports to the 
tune o f  Rs. 1500 crores. Just imagine 
the fantastic sum that we are giving 
to them.

Similarly, about imports, why don’ t 
you nationalise import trade ? N ot 
export trade. Y o u  have free exports. 
Export whatever you can. Y ou  
boost up exports. Y o u  give all the 
concessions and facilities to any-
body who exports. But there should 
be strict regulation and control. So 
far as imports are concerned, let 
them be nationalised and canalised. 
But don’t resort to profiteering. Y ou  
canalised one item o f edible oils. Y ou  
reserved it for the STC . The prices 
went down in the international market. 
The private importer was paying 
12- 1/2 per cent import duty. The  
STC was exempted from paying any 
duty. But instead o f reducing the 
prices in the domestic market, both 
were resorting to black-marketing and 
profiteering. A n d  the result was that 
the S T C  made a profit o f  Rs. 80 
crores. D on ’ t make imports a bonanza 
for making profits*



455 IEA with DECEMBER 2, 1981 the-IM F (Motn>) 456

[Sh. Satish Agarwal]

A  suggestion has been made that 
excise duty should be increased and 
direct taxation should be reduced. 
Indirect taxation has always been 
held to'be a regressive from o f  taxa-
tion. That is not a very progressive 
type o f  taxation. 85 per cent o f the 
total indirect taxation but den goes to 
the poor people who live below the 
poverty line. I need no other support 
except the recommendation, the 
report and the findings o f  the Jha 
Commission which has said that in-
direct taxation is a very regressive 
form o f taxation. The more you 
increase it, the more burden you 
enlarge and spread over the more poor 
people for whom you have no other 
scheme. So, this suggestion is very 
drastic and it is fraught with all 
eonsequences. W o have to give 
very serious thought to it. Indirect 
taxation, as a matter o f fact, should 
be replaced by direct taxation. 7  hat 
is a much better from o f  taxation. 
Indirect taxation should not be 
increased.

Lastly, with regard to debt servi-
cing, at the present moment Rs. 5000  
crores is in rupee value as interest. 
R s. 3,282 crores will be the interest. 
The total will come to Rs. 8,282  
crores to be repaid by the Govern-
ment o f India in rupee terms. N ow  
with the present system o f  
exchange rate, where the rupee is 
tagged with certain other currencies, 
there is no need for devaluation. 
The devaluation at the time o f 1966 
is not going to happen. There is 
no need for it. It cannot be done 
under the present existing system 
because you are tagged on to 
various currencies. W hy should 
you misguide the House that there 
will be no devaluation ? W hen the 
rupee is linked with various cur-
rencies, there is no question o f  
devaluation. W hsn there will be 
devaluation ? Supposing the rate o f  
dollar goes h'gh. Unfortunately, 
supposing the rate o f  dollar at 
present which • is 9 .80, goes to

R s. 10 /- or to R s. 14/-, what would 
be the total amount in terms o f  
rupees ? It will be Rs. 14,000 crores. 
It will be practically double. So 
that danger is very much inherent 
there. W e  have to be very cautious. 
T h e economy naturally has to be 
managed in a proper way. But I say 
and still have a feeling that the Inter-
national Monetary Fund o f which 
we are a M em ber, if we sincerely feel 
that these conditions which are being 
imposed on under developed countries 
or on developing countries or on  
third world countries or on poor 
countries— Finance Minister has been 
making the statements abroad against 
the present International M onetary  
system or economic system— we are 
very much for it without any reasons 
if we sincerely feel, it is time now  
that we do not remain a member o f  
such an institution. It is not an 
International Monetary Fund. It is 
more or less an International M oney-
lenders Forum, which puts clients 
into a position o f a bonded labour, 
if I may put it. That is the ex-
perience. That is the experience o f  
Bangladesh and o f so many other 
countries. That is not a very happy 
position. W e should not be static 
in this approach. This unilateral 
decision by this Government to 
borrow such a huge sum on these 
terms and conditions is, according 
to me, not a sell-out, as stated by 
some Members, but is only an agree-
ment to sell. This is my feeling. 
Y o u  have mortgaged our economic 
sovereignty, you have hypothecated 
national honour and dignity. You  
have annihilated Indian economy. 
Y ou  have bonded the entire nation 
to an unscrupulous moneylender.

There will be an interim prosperity. 
I say again, that there will be an 
interim prosperity when we will have 
imported cars value at R s. 2 5 ,COO 
plus 25,000 custom duty. Y ou  will 
have more custom duty. Middle- 
class people will be very happy. 
There will be so many items. I do  
not say. I am not predicting. Y ou
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have not also counteracted the inter-
view with Shri Kuldip Nayar, a 
cutting o f  which I have. In this 
connection, you cited the particular 
example o f  automobile industry. 
Perhaps you have in your mind the 
Maruthi car business which is going 
on. You  may have to give them 
licence for imports. People will be 
very happy to have a car for just 
Rs. 50,000 as against Rs. 7 5 ,0 0 0 /-.
1 here will be interim prosperity for 
two or three years before the next 
election comes. Y o u  want this 
prosperity. But ultimately there will 
be poverty *when the future genera-
tions o f  this country will be required 
to pay this heavy debt servicing 
charges. So, I say there is still time. 
Please be cautious about it. D o  not 
go in for this loan. Cease to be a 
member, o f  I .M .F . Nationalise the 
import trade and give serious thought 
to the implementation aspect o f  the 
whole Sixth Plan document. W ith  
these words I support this Substitute 
motion.

■m.

SH R I E tft jA R D O  F A L E IR O  
(M orm iyad) : M r. Deputy-Speaker, 
we are almost about to complete 
the time allotted for this debate and 
I do not intend to take much tim e 
in any case because to my mind, 
however elequent the speeches o f  
those sitting on the benches opposite 
might be, they have really missed 
the point. '1 hey have not been able 
to put an effective attack on what is 
specifically the subject matter o f  this 
debate namely whether there is a 
need for loan and, if so, whether the 
conditions or the conditionalities 
are harsh or excessive.

Shri Agarwal may be right or may 
not be right.

H e says that if we had managed 
properly railway projects, hydro-
electric projects etc., the Indian 
economy might not havj reached 
this condition. He may be

right or you may be wrong, 
but this is not the subject o f  
this debate. 1 he subject o f this 
debate is whether, under the circums-
tances that we are facing at present, 
the circumstances which we cannot 
reverse within a short period, when 
we have hardly any breathing time 
left, we need the loan or do not 
need the loan. On this particular 
point that we do not need the loan, 
no convincing arguments have been 
advanced by any o f the H on. M em -
bers, including the H on . leader o f  
the Janata Party who moved his 
substitute M otion : he did not 
press his case that we did not need 
the loan ; what he did say was 
about the conditionalities and condi-
tions ; they put us in an embarras-
sing position and on those condition-
alities and conditions we should ndt 
have accepted the loan .... .

A N  H O N . M E M B E R  : C om e to 
the key point. *

SH R I E D U A R D O  F A L E I R O : 1 
will come to that. But before I come  
to the key point o f  the M over o f the 
Substitute M otion , let me take the 
point which was made at the. outset 
by M r. Satish Agarwal which again 
shows how an eloquent person, a 
person who is so distinguished and 
responsible, can sometimes miss 
altogether on facts. W h a t . M r. 
Satish Agarwal, the previous 
speaker, said at the very outset was 
that Parliament had been bypassed, 
the sovereignty o f Parliament had 
been curtailed ; even in England 
they had a debate before ’ the loan 
was concluded. He made the point 
that if in England they could have a 
debate before the loan was conclud-
ed, why not in India. On this 
particular fact, M r. Agarwal, who 
otherwise is very particular about 
his facts, is wrong. W hat happened 
in the House o f  Com m ons was preci-
sely this. There were several questions 
which are on record asking" the 
Finance Minister, the Finance 
Secretary ; to have a debate* on the 
IM F  loan, and what the Finance
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Secretary and his deputies again and 
again went on saying over a period 
o f  time was that the time was not 
ripe, a debate could not be had 
before the loan was concluded and 
that a debate would be held only 
after the loan was finally agreed 
upon. A nd it was only after that, 
that a debate was held in the H ouse  
o f Com m ons. This is on a point o f  
information after checking the 
debates.

-  Italy was also mentioned. I am 
saying all these things to show how 
eloquent speeches can be made on 
misconceptions and errors o f facts. 
W hat happened in Italy was that 
some o f the documents o f  a confiden- 
tfal nature were published as was 
done in this case also by the 
Correspondent o f  the Hindu, from  
Washington who published some 
docum en'i which weie confidential; 
but in our case, he published them 
after the loan was concluded. In the 
case o f  Italy, the documents were 
published before the loan was con-
cluded and, therefore, Government 
was forced to have a discussion.

So, it is obvious that nowhere was 
a discussion in Parliament held 
before the loan was concluded.

It is unfortunate that in this parti-
cular case, a correspondent o f  a 
very respectable newspaper should 
have disclosed the details which 
would have gone a long way, but for 
our active diplomacy, but for our 
subtle moves, would have gone a 
long way in entirely damaging not 
only the loan but the economy o f this 
country. It is also peculiar and 
worth noting that,'when M r. Ram , 
the correspondent o f the Hindu, said 
that he had obtained the documents, 
he gave the source as a M em ber of  
the Board o f Directors representing a 
neighbouring country. This House 
would be interested in knowing that 
this is precisely the neighbouring

country, which has no interest in the 
development o f  this country, which 
was prepared to embarrass this 
country; they wanted that this loan 
should not come through because the 
regime in that country would not 
like the cconomy o f this country to 
grow. I would be very particular in 
mentioning here that I would never 
attack a neighbouring country or 
any country, for that matter. People 
as such have never any stakes in this 
and they never take any initiative in 
this. It is the leaders, it is the 
Government, who do this, who 
create this problem, this type o f  
enmity, and this is precisely what the 
representative o f  the so-called neigh-
bouring country— it will be clear to 
the H on. M em ber which is that 
country— did just to embarrass this 
country and to create a difficult 
position so that the loan was not 
obtained.........

A N  H O N . M E M B E R  : D o  you 
say that it should be a*secret one?

SH RI E D U A R D O  F A L E I R O :  
W e are under a misconception that 
the IM F  is some sort o f a chari-
table organisation or a welfare insti-
tution...

SH R I K . P. U N N IK R IS H A N A N  
(B adagara): It is a co-operative
society?

SH R I E D U A R D O  F A L E IR O  : It 
is a banking institution. It is a co-
operative organisation in some way. 
1 here is nothing to be ironical 
about it. It is a co-operative organi-
sation in some way because so 
many countries are represented on 
that. O n this type o f transaction, 
it is never the case that this could 
be disclosed to the public; it is 
always done with a great deal o f  
secrecy, with a great amount o f  
privacy and this is what has been 
done in this case and what has been 
done in every single case in the 
past,
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18.00 hrs.

W e will go to the key point, 
namely, the conditionalities. The  
mover o f the substitute motion has 
mentioned some o f them. W hat are 
the harsh conditions— in the opi-
nion o f the mover o f the substitute 
m otion ? H e is not here— because 
we would like him to really confirm 
this. W hat are the harsh conditions ? 
He quoted specifically from  what is 
the policy statement while asking 
for the loan to the effect :

“ Policies relating to private 
sector industry will aim at encour-
aging production, investment and 
economic efficiency. Further, 
the industrial pricing policy will 
take ^account o f  the objectives 
that industry should earn ade-
quate returns and that prices 
should encourage efficient use o f  
resources.”

Sir, a lot o f  noise has been made 
on those benches, not only by the 
mover of the substitute motion but 
also by M r. Agarwal and others that 
here we are going against all the 
previous policies, this is a sell-out, 
that we are opening the country 
not only to the multinationals but 
to private interests in the country. 
Then what were the policies to which 
the mover o f  the substitute motion  
himself and M r. Agarwal himself 
subscribed to when they were in 
power? Let us see whether they 
are different and I shall quote to 
you M r. Agarwal from your own 
document— the so-called Rolling 
Plan which was a draft plan for 
1978-1983 prepared by your 
Government. W hat does it say? In  
para 12.29 on page 187, o f  the first 
volume, it says) :

“ ....A  fair return on invest-
ment should be assured in deter-
mining administered prices...The 
basis o f  administered prices will 
be a reasonable rate o f  net post-
tax return on the net worth o f the 
company. The minimum rate o f

return will provide a reasonable 
margin over the long-term bank 
deposit rate,...lt is expected, there-
fore, that apprehensions o f  un-
reasonable restrictions on prices 
will not inhibit private invest-
ment nor lead to industries fall-
ing sick.”

T h is is your own statement in 
your own Plan. Are you disown-
ing now— because it suits your 
convenience to score a debating 
point ? I would like to submit 
this.

This loan has been an achieve-
ment o f  this Government. N obody  
is happy to take loans. Y ou  got 
the loan because circumstances are 
not particularly good. Then we 
got this loan without the favour o f  
anybody, without canvassing and 
in spite o f  the opposition o f  the 
largest share-holder, a party which 
has the largest voting rights— 4 0 %  
almost along with the other indus-
trialised nations, that is the United  
States. This is really a very success-
ful deal we have m ade in the 
circumstances though I must say...

SH R I M . S A T Y A N A R A Y A N  
R A O  : They would have blamed 
us if we had not got it.

SH R I E D U A R D O  F A L E IR O  : 
Yes, they would have blamed us 
because they must always take the 
opposite side o f  the Government.

Then, Sir, there was a point 
made on this side as also on that
side..... Here 1 would like to agree
with the opposition when they 
talked about the unfairs pattern in 
which the voting rights are distri-
buted in the International M one-
tary Fund and other international 
financial institutions. This time 
we were able to do it without 
diplomatic skill and on the strength 
o f  our own case and our own  
economy, but in future it will defini-
tely not be in jfavour o f the Thid-
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■ . world countries and all o f  them 
. cannot afford this type o f diplomacy. 

This is not fair in any case that the
• United States which has hardly 2 5 %  

o f the equity controls 4 0 %  o f the 
voting rights while 121 Third-world 
countries which are there, have only 
voting rights to the extent o f 3 1 % .  
This is an unfair situation. Prime 
Minister’ s speeches have been quoted 
here. Government’ s offorts to change 
this Inequitable set up have been

“ noted here, but it is necessary that 
more efforts should be made so that 
these multilateral financial organisa- 

‘ tions are truly representative o f the 
nations o f the world which are to a 
large extent to-day the nations o f the 
developing world. 1 was only on the
point........ o f the harshness or other-

' wise o f the conditionalities. 1 shall 
continue pointing out these things. 
.Let me stop for a moment. 1 his 
draft Sixth Five Year Plan was 
prepared by the Janata Government 
when Shri Agarwal was a very com -
petent and distinguished holder o f the 
office o f  the Finance Minister and 
Prof. Dandavate was another 
member o f the Cabinet.

N ow , a point has been made again 
and again forcefully. That is that 
subsidies would be reduced, electri-
city and irrigation rates increased 
and public sector prices continuously 

. ' ihcreased. W hat did M r. Agarwal 
say in the draft o f Five Year Plan ? 

M  quote :

‘ ‘Some o f the new sources o f  
investment funds which would 
need to be tapped include: (a) 
selective subsidy reduction; (b) 
improvement in the returns from  
Central Public Sector enterprises 

................... through price adjustment....”

This is in para 3.2— page 56. A t the 
. end o f it, it is said :

“ In a developing economy chara-
cterised by low income and the 

. -preponderance o f small producers, 
the collodion o f small amount o f  
direct taxes from a multitude o f

low-income assessees presents 
insuperable difficulties. Indirect 
taxes have, therefore, to play a 
major role in resource m obilis-
ation.”

W a it  were you doing three years 
back when the draft plan was pre-
sented ? I quote :

“ The cost o f  subsidies on ferti-
lizers, food, exports, controlled 
cloth at present levels ii expected 
to b^ o f a very large order. It is 
necessary to bring about a drastic 
reduction in some subsidy rates in 
order to increase the availability o f  
‘ resources for the plan’— (See 
para 3 .2 4 — page 59)

This will be the third* and last 
example because neither have I the 
time nor have I the energy to go on 
quoting.

’ h? point which has been made 
fore .-fJly again and a?ain ii that 
imp )it policy is being liberalised to 
enable the multinationals to enter the 
domestic market thereby affecting 
the domestic industries adversely.

SH R I C H IT T A  B A S U  (Barasat) : 
Y ou agree with this or not.

SH RI E D U A R D O  F A L E IR O  : 
Whether I agree or not, I shall come 
to that later. Prof. Dendavate agreed 
two years ago to the draft Plan. 
He is expressly or by implication a 
party to it. It is said in the draft 
Five Year Plan (1978-83) and I 
quote :

“ Provision o f incentives and servi-
ces for the promotion o f. exports 
is necessary in order to enable the 
exporters to overcome the inherent 
disadvantages as against their 
competitors in world markets” .

I quote again :

“ .........The Import policy in the
context o f  changed external pay-
ments position has to be selecti-
vely liberalised ».»The recent inter-

' national developments, such as,
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protectionist, policies, recession in 
the developed market economies 
coupled with domestic factors such 
as the need to restrict exports o f  
essential items.......growing requi-
rements o f imported raw materials
etc.,.......made it essential to ensure
that the accumulated reserves are 
utilised in the best possible 
m anner..... . .”

I shall mention something further 
which is in a different context. The 
difficulty in the whole debate in this 
House is that the policies are good  
when they are announced by you ; 
they become bad when they are 
announced by the other side and 
vice-yersa. This is a typical case 
where we may only score de-
bating points. I would like to say 

again that this has been a great 
achievement o f  the Finance Minister 
and o f the Government. This is 
only the first step. This first step by 
itself is not going to be enough 
unless we are able to utilise this loan 
effectively to strengthen and develop 
our economy. For that, we should 
have the cooperation o f  the Opposi-
tion— their collective co-operation. 
Besides, we should have the sense 
o f motivation o f the people o f this 
country. But if this loan is used 
and wasted, then we will be in for 
trouble.

W e must use it to strengthen our 
economy with the cooperation o f  
the people o f  this country. Then the 
coming generations will praise the 
Finance Minister and the Government 
and the Opposition for having co-
operated in this great redeeming 
effort.

Sir, I have many more things to 
say but since you want me to conclude 
I will leave the other points for my 
colleagues to elaborate. Before I 
conclude, let me, however, mention 
one thing concerning m y Communist 
friends. It is very peculiar with 
Communists. When they are ruling 
a country the policies which they 
always declared to be imperialistic 
become very good policies for them.

China is an example in point. China  
has become a M em ber o f  the IM F  
and is going to take loan larger 
than the loan we have obtained. 
Sir, it is even feared among  
third world countries after China 
takes the loan and after this loan o f  
India, there will be nothing left. It 
is not only that. There are reports 
and expectations that Soviet U nion  
is going to join. Let me say a word 
about W est Bengal Government 
which has so forcefully created this 
whole debate. M r. Maitra, is it not 
your Government which asked for  
and took initiative for an IM F  loan  
for your Social Forestry Program me? 
(Interruptions) Did you not take the 
initiative to get a loan from IM F  for  
the Social Forestry Project ?

SH R I IN D R A J IT  G U P T A  
(Basirhat) : Sir, at the risk o f  som e 
repetition 1 must also voice my 
strong protest at the way the 
Parliament has been shabbily treated 
in this whole affair. I am not interes-
ted in what happened in London or  
R om e or somewhere else. This  
Parliament is the Sovereign Parlia-
ment o f  our country. A t least that is 
what it is supposed to be according 
to our Constitution.

Sir, I was surprised at the kind o f  
argument that the Finance Minister 
came out with this morning as to 
why the Parliament was not taken 
into confidence before the loan was 
concluded. He said that if we had 
come here the opposition would 
have gone on making speeches and 
the gentlemen sitting at the IM F  
Headquarters would have thought 
that that was the real public opinion 
in this country.

SH R I R . V E N K A T A R A M A N  : I 
did not say that. I said that there was 
opposition from  certain quarters for 
this loan and they would have utili-
sed this argument against us.

SH R I IN D R A J IT  G U P T A : Y o u  
are always talking o f  the massive
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majority that you have got in Parlia-
ment. You have got three-fifth majo-
rity in this House. The whole world 
knows about it. So, if you had a 
debate in this House and ten or 
twelve Members from this side would 
have spoken would that have em-
barrassed you ? It is so ridiculous.

TH E  D E P U T Y  M IN IS T E R  IN  
T H E  M IN IS T R Y  O F F IN A N C E  
(SH R I M A G A N B H A I  B A R O T ) : 
It is only hostile speeches that 
are reported abroad.

SH R I IN D R A J IT  G U P r A  : The 
truth o f the matter is that it is also 
linked up with the other question. 
It becomes clear to us as to why 
we had not been allowed to debate 
the Five Year Plan before it was 
finalised. Never in my experience 
in this Parliament this has taken 
place. Jawahar Lai Nehru used to 
take initiative and time was found 
to discuss the draft o f  each Five 
Year Plan before it was finalised 
in the National Development Coun-
cil. And this time, session after 
session, we have been asking, pres-
sing, demanding, pleading, that some 
time must be provided to discuss 
the Sixth Five Year Plan. But upto 
this day time could not be found. 
A nd now what is the use o f  discus-
sing it when it will be a postmortem 
affair, when the whole thing is a 
fait accompli? But the reason now 
is quite clear to me. Because, the 
broad economic policy framework 
which is delineated in that Sixrh 
Five Year Plan is precisely the thing 
which the IM F  has approved of. 
Because, it fitted in with their condi-
tionalities. They have said it in 

this Memorandum o f IM F . I have 
no time to quote. I could quote 
paras after paras o f what they have 
said. So, this process had begun 
long before: the process o f  prepar-
ing the ground. You  had it in your 
mind that you would go to the IM F . 
But you did not tell us o f  course but the 
ground was being prepared. I don’ t 
now where the Planning Commission 
came into all this. And when this 
IM F  business was negotiated, I don’t 
know where the Planning Commission

or the Planning Minister was. But 
the fact remains that Parliament’s 
rights are constantly being eroded. 
I have said this many times and I 
will continus to say it. Members on  
that side o f the House unfortuna-
tely do not seem to be worried about 
all these things. They would also 
I think participate in such debates if 
they took place. But they are not wor-
ried by the fact that such important 
issues, policy matters, matters which 
are going to affect the economic 
life o f  this country for years together 
are not debated here until the whole 
matter is sealed and signed and 
the package is delivered. Only after 
that there is a sort o f  an act o f  
generosity, you say that now you 
can debate. Is this the role which 
a sovereign Parliament should play ? 
W hat would have happened if a 
debate had been there ? Y ou  have 
a massive majority. Y ou  could still 
pass whatever you like. Y ou  could 
have got your approval from here 
and gone to the IM F  and said : 
“ Look. Even after we debated it in 
Parliament we have come to you 
with a massive mandate from that 
Parliament.”  But you are so afraid 
o f  this miserable, truncated, divided 
opposition that you are not willing 
to take even that much risk. (Inter-
ruption) I am quoting you. I don’t 
know whether I have quoted you 
correctly ; I don’t remember your 
exact words.

Any way there is one thing 
about which I am really baffled. 
1 am listening to this debate since 
1 O ’clock. I am not able to under-
stand yet what exactly you are 
going to use this money for. The 
Finance Minister has not told us 
anything. I understand that it is a 
big credit in foreign exchange which 
Is now at our disposal, if we want 
to use it. But surely it is related 
to some specific purpose. You have 
said that it is not going to be used 
for budgetary purposes. A ll right. 
Is it possible to use it or any part 
o f it to by Defence equipments ? 
I don’ t know. You don’ t tell us 
anything. W ill they allow us ?
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W ill the IM F  permit us ? Suppose 
you say, we want to spend this 
money for buying Mirage aircraft, 
what would they have told us ? 
O f course you can’t buy many 
Mirage Aircraft with this amount; 
the price o f Mirage aircraft being 
what it is, it will not get you very 
far. Recently I found that in Bom -
bay he has said that part o f it 
would be used for oil exploration. 
Is that so ? Please tell us, because, 
I understand one thing that your 
deficit on oil imports— at least in 
the next 3 to 4 y e a r s -is  not going 
to diminish; it is going to increase. 
A nd the simple reason for that is 
that the capacity o f the refineries 
that we have got in this country has 
practically reached the saturation 
point so that the question o f  im-
porting crude and refining it in our 
own refineries is beginning to come 
to a dead end now. Y ou  will have 
to soon start importing petroleum 
products which are much more 
expensive, 10 times more expensive. 
Is it meant for financing that? Or, 
what is it meant for ? Is it meant 
for repaying the old debts, using a 
part o f  this loan to repay or to 
service the earlier debts or this 
debt itself ? W hat is it meant 
for ? I f you use this whole amount 
you can pay compensation to all 
multinational companies in this 
country and get them out. It is a 
must to pay compensation to all 
the multinational foreign companies 
in this country and get them out. 
Surely you are not going to use it 
for that; it is obvious ; nor would 
you be allowed to do so ?

But please tell us one thing. N ow  
you have got it in your pocket, you 
have come back triumphant victo-
rious with 5,000 billion dollars in 
your pocket. N ow , at least tell us 
for goodness sake what this money 
is going to be used for ? Because 
how far it will got how far it will 
give us relief, how for it will 
give us breathing space, all 
these things which have been 
said here is something which 
must be related after all to the

purpose for which it is meant to be 
used, about which the Finance 
Minister is still maintaining the 
curtain o f secrecy and does not say.
It has been said here by many M em -
bers and I endorse that view that 
this debate should be on strictly 
economic data and arguments and 
politics or ideology should not be 
injected into it. But I am sorry to 
mention this that here the Finance /  
Minister in this interview to M r A  
Kuldip Nayar which was published \ 
in Daily paper o f Bombay on 30th 
November 1981 has said this. I 
have seen this in this paper, it may 
be in some other paper also. I ask 
you to dispassionately consider whe-
ther this is not injecting politics into 
this affair.

“ The Opposition to the IM F  
loan is motivated by the C om -
munists, R . Venkataraman, 
Finance Minister said this in 
an interview with me in his 
office.

Explaining the reasons for the jf 
Communist stand, he said that C 
they were doing so because to  ̂
the extent “ we buy things from  
the W est,”  India’s trade with 
the Communist countries would 
be lessened. “ It is all their 
personal interest.”

N ow , he has descended to this 
level.

“ A s far as the rest o f the oppo-
sition, “ they have joined hands 
because any stick is good eno-
ugh for them to beat the go-
vernment w ith .”

So for them it is just a stick and 
for us ‘personal interest’ is involved.
I could also say as a counter-blast to 
that that if the trade from the C om -
munist countries goes down and 
trade with the West goes up, some 
body is likely to get some advantage 
out o f  it, sitting on the other side 
o f the House. This is also an indi-
rect admission that because o f  this 
loan I want him to clarify this, 
let us have a clarification. Does  
it mean that because o f this
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loan the trade with the Communist 
countries is likely to go down and 
the trade with the West is going to 
increase ? Otherwise, how is it 
relevant to say this here ? Because 
a  little while ago, M r. Venkataraman 
has said that the IM F  loan cannot, 
impinge anyway on our bilateral 
trade agreements with the socialist 
countries. He made a big point out 
o f it. But here he says like this. It 
is confusing, because it seems to 
imply that the trade with the socialist 
countries is likely to go down 
and trade with the W est will go 
up and therefore the C om -
munists are very much worried 
because it is their personal interest. 
He is quite pleased because it is his 
personal interest. It is not the way 
to  explain things to the nation at 
■all. O f course, later he has said 
that.

“ Asked if there was quid pro- 
que in American’s agreeing to abs-
tain and not veto the loan, Ven-
kataraman said that the US  
would have been only the dissen-
ter. It would not have mattered. 
Other countries would have ap-
proved the loan. “ After all they 
would also gain from the loan. 
Whether W est Germany, Japan or 
Britain, all wanted to sell machi-
nery, to In d ia .”
It is obvious what was going on.
N ow , Sir, I would request him 

not to indulge in this kind o f  poli- 
tiking or gimmickry. It is not a 
serious attitude to this thing at all. 
N ow , I am also interested to say— o f  
■course references have been made—  
that a good friend o f this country, 
respected friend o f this country, 
M r. Julius Nyerere, has just been 
awarded the annual prize o f the 
Third W orld Foundation for Social 
and Economic Studies. I am very 
glad and this award will be handed 
over by M rs. Gandhi at a special 
function in New Delhi in February 
next. M r. Nyerere will deliver an 
address on this occasion. He has been 
chosen for th? award in recognition 
o f  his ideas—-and then the citation

says :

“ ....ideas which have been a 
source o f inspiration and guidance 
to Africans across the continent 
and to people throughout the 
Third W orld in their pursuit o f  
development, self-respect and 
genuine independence.”

It is very good. M r. Nyerere 
deserves our congratulations, he is 
going to come to Delhi to take this 
award from the hands o f  our Prime 
Minister. His services in this field 
have been recognised. He is the 
same M r. Nyerere who had long ago 
publicly warned everybody including 
us as to what this IM F  is. It is 
not as though we were not warned. 
I realise that there is a word o f  
difference between a country like 
Tanzania and India in every sense, 
in the sense o f development at least, 
but M r. Nyerere had made it quite 
clear: “ I do not know whether there 
are now people who honestly believe 
that IM F  is politically or ideologi-
cally neutral. It has an ideology on 
economic and social development, 
which it is trying to impose on poor 
countries irrespective o f their clearly 
stated policies.”  M r. Nyerere had 
said.

“ ....the management structure o f  
the IM F  needs to be made really 
international, and really an ins-
trument o f all its members, rather 
than a device by which powerful 
economic forces in some rich con- 
tries increase their power over the 
poor nations o f the world ...W hen  
did the IM F  become an Interna-
tional Ministry o f Finance?”

These are some o f the things which 
M r. Nyerere had to say out o f  his 
own experience. So many people 
have said it . W e are also only 
warning the Government, that they 
should look out for pitfalls and 
traps. I f they try to do something 
and impose something which is 
against our national interest, I hope, 
this Government will stand upto that, 
o f course, we would not know anything 
and we will be told o f it, when it
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will be too late, but I hope they 
will stand upto it.

Everybody knows what happens to 
a poor villager when he gets into 
the debt o f  a rapacious money-lender. 
I f  he cannot repay the debt, what 
happens to the poor kisan? H e ends 
up by becoming a bonded labour, 
along with his family in the house o f  
the money-lender. I would be the 
last man to wish that our Finance 
Minister should be reduced to the 
position o f a bonded labour o f IM F , 
but he must tell us, why he has taken 
so much loan. W hy was it at all 
necessary to go in for such a big loan ? 
W as it not possible to take a smaller 
loan, see how it works out and then 
decide and go in for a bigger loan, 
i f  necessary. This is an unprecedented 
loan; a loan o f  this magnitude no 
country has taken so far.

Finally, I have two or three points. 
I do not want to repeat what 
others have said. Here is this 
document, the IM F  memorandum; 
it has already been laid on the Table 
o f  the House. This documents o f  
the IM F  clearly shows how their 
mind is working. Y ou  can say : 'I  
do not care how their mind is 
working; I know o f my own mind’ . 
But this IM F  memorandum is the 
reaction o f the IM F  team to the 
statement o f economic policy which 
the Minister had given to the IM F  
along with a letter o f intent. This 
is their reaction. Surely, we are 
interested in seeing what their reac-
tion is and how they are interpreting 
the assurances and the statements 
which our Minister has given to the 
IM F . This is because, on the face 
o f it there are so many things which 
show contradiction between what the 
Minister says here, what he had said 
and what the IM F  people are 
interpreting it to be. W hat is it? ' Is it 
a claim o f bluffing and counter- 
bluffing ? It cannot be that. It 
cannot be that you were trying to  
bluff them and they were trying to 
understand something else and make 
a document out o f  it. This is a 
serious matters ; and it thould cause 
concern to everybody in this country 
For example, on the question o f  
subsidies, in the statement o f economic

policy, which we gave, there is a 
sentence:

“ The Central Government also in-
tents to contain, and wherever 
possible, to reduce subsidies even 
though this might entail price 
adjustment for important com-
modities.”
N ow  the commodities are not 

definite. They may be anything. But 
the IM F  referring to this paragraph 
at page 18, interprets it like th is :

“ In the M em orandum , pricing p o-
licies continue to have a major in-
fluence on the production, procu-
rement and public distribution o f  
foodgrains, particularly cereals. 
Future cereal procurement, pri-
cing policy will be guided by the 
need to keep price competitive 
with world markets. Procurement 
prices will be constrained by. the— 
need to contain subsidies on public 
foodgrains distribution.”
This is the question I have been 

asking here umpteen times : that is 
the policy o f reducing or abolishing 
subsidies which is an important part 
o f IM F  conditions going to be stre-
tched to this extent o f  the public 
distribution system in this country, 
the price at which some cereals and 
some commodities are issued to the 
poor people o f  this country will also 
have to be jacked up ? A re we 
going to give up all our own ideas ? 
After all in a country where 50 %  o f  
people are living below the poverty 
line, some protection has to be given 
to them even at the cost o f subsidies. 
Y o u  cannot compare yourselves just 
with advanced or Western countries.
It is your figure which says 48 %  o f  
the people are living below the pover-
ty line. I know at Cancoon C on-
ference some spokesman o f a Western 
country probably had jibed at us and 
said that a country like India should 
pull itself up by its bootstraps. 
Then our Prime Minister said : U n-
fortunately in our country our people 
do not have boots, how can they 
pull themselves by bootstraps. Now  

.thew ^ole thing which this adds up 
to , is to ask that people must tighten 
their belt. W h o are those people ?
I am wearing a belt. Some o f  my 
H on. friends may be wearing belts.
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But those 5 0 %  people, below the 
poverty line, have they got belts ? 
What are they going to tighten ? 
And here the IM F  Memorandum  
gives a clear hint that the public 
foodgrains distribution system, 
which is being subsidised, that policy 
will have to be changed. Then what 
is going to happen to the huge mass 
o f defenceless people in our country ? 
This is what has been made out. 
W hat have you told them and what 
have you written to them ?

N ow  this is another paragraph. 
N ow  they are talking about our 
Plan, which is not being debated 
here yet. They are debating it in the 
IM F , but this sovereign Parliament 
is not allowed to debate it. “ The 
Plan provides a clear indication o f  
the shifts in policies in favour o f  
exports. In particular the authori-
ties have indicated in the Plan that 
the future policies would aim at pro-
viding a suitable environment that is 
neutral as between production for 
export and import substitution. The 
possible conflict between the two is 
being resolved in favour o f exports, 
not in favour o f import substitution. 
I f  realised, this would represent a 
major shift from the long-standing 
bias in favour o f import substitution 
and would in time result in wide-
spread changes in attitudes and the 
structure o f the economy.”  This is 
the assurance they have got from  
you that import substitution, wher-
ever it conflicts with exports, will be 
given up. The whole economy will 
be oriented towards exports and 
then this will lead, as they say, in 
due time to widespread changes in 
the structure o f the economy.

And when were all these things 
decided ? W ere they debated ? 
Did you ask anybody’s opinion or 
suggestion in Parliament ? Did you 
allow a free discussion on it ? Isn’ t 
it a humiliating matter that we, 
Members o f Parliament, have to re-
ceive these things from foreign agen-
cies ? Have we denigrated our Par-
liament to this extent ?

Then, one more example I will 
give, because there is no time.

I am referring to things which they 
consider to be radical shifts and ra-
dical changes in our existing policy.

“ T he measures already taken are 
striking evidence o f the major 
change in the Government’ s policy 
toward the private industrial sec-
tor, especially the role o f private 
industry in promoting external 
adjustment.”

So, I am really surprised. M any  
people, many well-meaning friends 
and many o f my colleagues also have 
sometimes referred to the conditions, 
as though it is something like th is : 
IM F  have grabbed us by our necks 
and imposed them on us. It is no-
thing o f that kind. Their conditio-
nalities are well known; it is no 
secret at all; it is known throughout 
the world and to so many countries — 
as to what type o f conditions they 
always seek to get out o f  y o u . So 
it is not fair to blame them. They 
did not drag you by the scruff o f  
your neck to go there. Our G o -
vernment went o f its own accord, 
with its both eyes wide open. They 
went, and have agreed to all these 
things which the IM F  itself is inter-
preting to mean fundamental shifts 
and changes in your policy. I f  you 
ask me, they agreed to this, and the 
Americans have also agreed to this,—  
they are making a show o f abstain-
ing, because it is a victory for them: a 
thing which had stuck in their thro* 
ats, viz. that a. big Third W orld  
country which is always holding the 
banner o f self-reliance and planned 
development, such a country through 
these conditionalities, has been 
brought to its knees; or will be 
brought to its knees. This will be 
an end o f self-reliance and end o f  
planning for self-reliance. W hy  
should they not ? It is the best 
possible thing for them.
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Therefore, I would like to con-
clude by saying that this argument 
about interest rates, is not a very 
honest argument. The main thing 
is not the difference in the interest 
rate. O f  course, that is an impor-
tant factor, but the main thing is 
whether, at the cost o f  lower interest 
rates, lower than what you would 
have to pay to the commercial banks, 
you are introducing in this country 
a new shift completely towards a 
policy o f  what M r. Reagan refers 
to as the ‘magic o f  the market 
place’ . The magic o f  the market 
place, instead o f planned economy, 
self-reliant economy, a strong pub-
lic sector— which words he did not 
like. The magic o f  the market place, 
the free market-that is what they are 
making you to agree to bring in. 
Y ou  had agreed earlier. Y ou  are 
already doing it. It is all bosh. 
Somebody spoke :  this One Third 
W orld country which stands against 
multi-nationals, and all that. But 
that is not what M r. Sisodia says. 
I have no time. I can quote M r. 
Sisodia who made a huge speech 
here the other day. I have got it 
with m e— where he was making a 
big boast o f  the fact on 20th 
November at a seminar on invest-
ment opportunities in India, he

“ pointed out that during the past 
30 yeirs, over 6,503 collaboration  
agreements had been approved by 
the Government. M any o f these 
involved foreign equity invest-
m ent.

A bout 1,000 foreign firms, from  
the U S A , Britain, West Germany, 
France. Switzerland and other 
European countries as well as 
Japan had made investments in 
India or entered into licence 
arrangements for the transfer o f  
technology.”

'That is the point. Somebody 
here speaks with one voice, while 
the Minister is going around saying: 
‘ L ook ; we are a very good field for 
your investment, and you will get 
a very good return also.’ Naturally, 
the IM F  people and the countries

which dominate the IM F  are not 
idiots. They know what is going 
o n . They want these forces to be 
strengthened, and that is what 
exactly you have agreed to.

18.37 hrs.

/"Shri Harinatha Misra  
in the Chair]

Then he also said that the extend-
ed financing facility is something for  
which the developing countries 
were fighting for long. But have 
they been fighting for this kind o f  
a things ? W ho have fought ? I 
don’t know. Those people who 
tried to fight have all come out with 
statements— whether it is Sri Lanka, 
or M r. Nyerere or Jamaica or 
anybody else. They may have tried 
to fight, no doubt. But what was 
their experience ? They have stated 
it in unmistakable terms.

Finally, it is true— many friends 
have said it, and I need not labour 
it— your debt obligations now are 
at the present rate o f  exchange o f  
the rupee i.e. the value o f the rupee ; 
but the Minister should tell us the 
position according to the process 
which is going on at present, as we 
see in the international monetary 
market. After 3 or 4 years, the 
same debt obligation, which is some-
thing to-day will be something quite 
different, when the price o f the 
dollar goes up and the price o f  the 
rupee goes down.

There need not be a formal deva-
luation; this devaluation is going 
on in an indirect way. So, 
what will actually be the burden o f  
debt servicing for which we have let 
ourselves in by this latest loan in 
addition to all the previous loans 
which are there still awaiting to be 
repaid; and where is that money 
going to come from , because I do 
not want to see M r. Venkataraman 
ending up as a bonded labour in the 
house o f  the IM F . W e have very
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high creditworthiness, he said. W ell,
I wish him well because high credit-
worthiness was not, in my opinion, 
the sole thing which they took into 
account, India is the biggest o f  
the third world countries and to get 
that third world country into this 
position is something which is very 
big; I should say a big victory for 
them on everything that we have 
gone by all these years: self-reliance, 
planned economic development, 
public sector, etc., the domestic 
market to be expanded, this huge 
domestic market which is lying 
untapped in our country. I could 
quote more to show this. A t least 
the IM F  understood it to mean that 
small scale sector and medium sector 
industry which has so far under our 
own old policy given some facilities, 
certain areas are reserved for them; 
even that should now be tightened 
up because it may be that we are 
wasting our money like that. So, 
here in so many words— small scale 
sector and medium sector should not 

. be given all these opportunities and 
facilities! W hat is going to happen 
in our country 7 Only the handful 
o f Tata and Birla and Dalmia and 
Goenka are to prosper! W hat about

• the millions o f small business men, 
the small entrepreneurs, the small 
scale and medium sector people ? 
W hat is going to happen to them ?

So, I would say that up till now, at 
least, so many questions which are 
there in our mind have not been 
satisfactorily answered, because the 
whole idea is to have a sort o f shadow 
boxing match here and really not 
take people into confidence ; they 
never did it earlier ; they do not want 
to do it even now. Therefore, we are 
totally against this, the way the whole 
thing has been done ; and we are 
very apprehensive o f the kind o f  
pitfalls and traps into which you are 
being led ; you should not have an 
attitude o f complacency which you 
will have if you do not spell out what 
this money is going to be used for. 
If it is just a huge amount which is 
being added to your kitty, you will 
be complacent. Therefore, I am

moving my substitute motion also. I 
think that this is being done totally 
against the long term interest o f the 
country ; and it marks the reversal 
o f  the basic policy which were not 
following always very scrupulously, 
but we were pledged to follow it all 
these years. Therefore, I oppose 
this.

SH R I Y . S. M  A H A  JAN (Jalgaon) :  
M r. Chairman, I rise to congratulate 
the H on. Finance Minister on having 
negotiated such a large loan from  
the IM F  in the critical conditions in 
which we find ourselves. It is a good 
thing he did in asking for a debate 
on this loan issue for it has given 
him an opportunity to clarify certain 
apects o f the loan and also to remove 
the misunderstanding which has been 
assiduously built around the extend-
ed arrangement by the opposition 
members who are opposed to the 
basic, economic and social policies o f  
the Government and also by certain 
economic experts who have not pro-
perly under stood the functions o f the 
IM F , who suffer from certain 
ideological tilt and who have, 
therefore, seen in it their own fears 
which are utterly baseless.

The terms o f the loan arrangement 
are simple, but they need to be 
understood in the proper perspective. 
I will not take the time o f  the House 
in repeating those terms. How much 
we are borrowing, how much would 
be available in how many instalments, 
in the next three years, these 
are matters o f common knowledge 
now.

I would like to dwell a little more 
on the International Monetary Fund, 
because the previous speaker, M r. 
Agarwal went to the extent o f  saying 
that we should get out o f the I .M .F . 

And H on . M r. Gupta talked as if
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we are like a fish caught by the fisher-
man America. He was solicitous 
about the future o f  M r. Venkata-
raman. He does not want him to 
become a bondman or a slave. I  
appreciate his solicitude for M r. 
Venkataraman. But may I say that 
this whole argument is based on a 
wrong understanding o f the I .M .F . 
or the wrong way it is being looked 
at. The International Monetary 
Fund was established in 1945 after the 
Second W orld W ar to prevent certain 
financial or monetary dislocations, 
which occurred during the inter war 
period, that is, between 1918 and 
1939. That was a period when many 
countries indulged in protectionist 
beggar m y neighbour policies to enco-
urage exports and discourage im -
ports. 1 his was a period when coun-
tries suffered from flights o f currency, 
when there were no arrangements for 
inter-governmental or international 
lending for short or middle terms 
and countries indulged in competitive 
currency devaluation. It is to pre-
vent recurrence o f these conditions 
that the I .M .F . was established. It 
is an international monetary institu-
tion, the object o f  which is to help 
countries to tide over temporary 
balance o f  payments difficulties. 
A  few years ago, the Articles o f A s -
sociation o f this institution were cha-
nged to provide for this extended fund 
facility so that, the fund could lend 
money fo ra  medium term that is for 
a period o f  three or four years so 
that the countries could get oVer the 
difficulties and at the same time carry 
out structural changes in their 
economy with a view to securing 
a better balance o f payments position. 
It is an institution which helps 
countries in the balance o f  payments 
difficulties. That is why we appro-
ached the I .M .F .

W e have been a Member o f  the IM F  
for the last 35 years, and during this 
period we have had a member on its 
Executive Board. M r. C .D . Deshmukh 
as our representative had taken part 
in the formulation its basic policy. 
There is no reason why we should 
suspect the motives or the operations

o f  the Fund. It is a co-operative 
body for mutual interest, in which 
there are 125 nations. I f  you do not 
like it. do not go to it. Y o u  do not 
have to suspect it. W hen we are 
facing difficulties we approach it A t  
the moment the Indian economy is in 
such a situation that we cannot pay 
for our imports by our exports, our 
country is losing on imports. That 
being the position, how are we to 
face this type o f situation? Some 
Mem bers said that we should reduce 
imports o f  oil. Is it possible? W hat 
a facile argument ! It lacks imagi-
nation? Can you do without petro-
leum ? Can you stop the lakhs o f  
pumps working in agriculture? Can 
you stop the thousands o f buses which 
are being run in this country? Can 
you paralyse industry by stopping 
its supplies o f petrol and petroleum 
products? I say this argument is not 
sustainable, it is an argument which 
refuses to look at the critical prob-
lem or critical conditions in which 
we find ourselves today.

Then M r. Gupta, who is a know-
ledgeable person, kept on asking; 
why is it that M r. Venkataraman, 
is borrowing this m oney; for what 
purpose is he going to use it? This 
is surprising. The whole purpose 
o f  the IM F  is to lend money to tide 
over the balance o f payments diffi-
culties. M r. Venkataraman has 
said it hundreds o f time that we 
are borrowing to enable us to • tide 
over the balance o f  payments diffi-
culties. W hen we cannot pay for 
our exports, the Reserve Bank will 
get money from the IM F  and pay 
for the exports. It will not form  
part o f  our budgetary resources. 
This loan has been taken to protect 
our plan resources, to ensure that 
the Sixth Five Year Plan is com p-
leted according to schedule, to see 
that our growth takes places as 
contemplated. Therefore, to say 
that the borrowing from the Fund 
will compromise our sovereignty, is 
not correct. Have they pointed out 
a single instance in which the 
International Monetary Fund will
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divest is o f our sovereign power ? 
The whole arrangement has come 
before the House for discussion. I f  
the House says no to the agreement, 
our Government will not enter into 
that agreement. Let the opposition 
make the House agree to their 
point o f view. This House is a 
sovereign body and the Government 
has come before it.

You have yourself admitted that 
we have a tremendous majority in 
the House. W e know the wishes 
and aspirations o f  the people o f this 
country. This loan is needed for 
our economic growth. The Finance 
Minister, as our representatives has 
represented our wishes. The Govern-
ment which he represents, has a 
tremendous majority in this House 
and, therefore, he need not have 
come before the House for getting 
the terms o f the loan sanctioned.

A s for our imports or exports, I 
need not say much. But for M r. 
Agarwal’s knowledge I will point 
out that our import and export 
policy is the same which was for-
mulated by his Government in 
1977-78. This has been continued. 
The Draft Five Year Plan says that 
there should be increase in exports. 
A nd for liberalisation o f imports, 
the same policy has been continued 
by us. The word ‘ liberalisation’ 
seems to have frightened some people 
But the word ‘ liberalisation’ refers 
to the increased access o f exporters 
to imports. Liberalisation means 
simplyfying import procedures so as 
to reduce time consuming processes. 
It is necessary to enable industry to 
get spare parts, components, raw 
material so as to meet their growing 
requirements.

Because, we contemplate that in 
the Sixth Five Year Plan industries 
will grow, industrial projects will 
grow by ten per cent every year, we 
will have a large programme o f

industrial development to meet the 
requirements o f  this growing econo-
m y, larger imports will be necessary 
and, therefore, the word “ liberalisa-
tion”  has been used. But it has been 
misunderstood and people seem to 
believe that this word “ liberalisation** 
would imply import o f  goods which 
are not necessary, import o f  machi-
nery which can be produced here. 
Nothing o f that kind will take place. 
Our import and export policy is 
quite clear. It is possible that in the 
paper submitted to the Executive 
Board on its agenda for the consi-
deration o f this item, you might find 
sentences here and there, which you 
can take out o f context, and distort 
their meaning. So far as we are 
concerned, we are committed to this 
policy, which is laid down in the 
letter, in the memorandum submit-
ted by our Minister, and not by 
whatever is stated in the paper, sub-
mitted as agenda for the Executive 
Board. I hope this difference will 
be borne in mind.

So far as the interest rate is con-
cerned, we are getting the loan at an 
average rate o f  ten per cent. But 
for the opposition this is not impor-
tant; what is important is the whole 
package by which they say we are 
surrendering our sovereignty; it is 
nothing but subterfuge, nothing but 
a way o f deceiving ignorant people. 
I am sure Members o f  this House 
will not be taken in by such an 
argument, I have asked him to 
point out a single matter o f impor-
tance in which the wishes o f this 
Parliament or the desire o f the G o -
vernment will be over-ridden by what 
the IM F  says but he could not 
do it.

A s  regards the debt obligation, the 
total disbursed external debt o f  the 
Government o f  India comes to 11 
per cent o f our national income and 
the debt service ratio comes to 8 per 
cent o f  our current receipts from  
imports. Incurring this debt will 
not increase our burden substantially. 
Even the IM F  says that the burden
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will not be heavy. It comes to about 
two per cent o f  our national income. 
So, I do not think the burden o f  
debt payment will be heavy.

Shri Agarwal said that even 35 
years after our independence there 
are still millions o f  people who have 
no house to live in. W h o is res-
ponsible for this ? Are not the 
members o f  the opposition also 
partly responsible for this ? W hen  
we prepare a project, the opposition  
says the project should not be 
implemented, and creates tension 
among the population o f that area. 
Whenever we want to construct a 
dam on a river, they will incite the 
people against it; they will say that 
this dam  does not provide enough 
water, or does not provide water for 
a particular area. So, the project 
has to be modified while it is under 
construction. T hat takes time and 
because o f the delay cost increases.

Take the case o f  our population. 
Our population has doubled since we 
became free. W e started in right 
earnest to reduce the rate o f  growth 
o f  population. W ho was responsible 
for misrepresenting our programme 
to the people ? Did the opposition 
help us in seriously tackling this 
problem ?

Shri Indrajit Gupta, who has been 
condemning us on the loan issue, 
has been all praise for our Plan, 
for our public sector and for the 
small-scale industries programme.
It is a great surprise. I have never 
heard him praise these things all 
these years. So, this sort o f argument 
will not mislead us. I am sure 
members on this side are shrewd 
enough not to be taken in for a ride 
by the members o f the Opposition.

19.00 hrs.

SH R I A . N E E L A L O H IT H A D A -  
S A N  N A D A R  (Trivendrum) : 
Sir, I am astonished to bear M r ,

Venkataraman’s categorical state-
ment this morning while initiating 
the discussion that IM F  is a coope-
rative society. I want to ask him 
through you, Sir, whether his 
opinion that IM F  is just like a 
cooperative society is the opinion 
o f his party, whether that opinion 
is in conformity with the legacy 
which his party itself is claiming to 
have inherited, whether that opinion 
is in conformity with the ethos o f  
our freedom struggle, whether it is 
in conformity with ihe social and 
economic content o f  our freedom  
struggle. I do not think so.

M y Parly and I myself along with 
all other Leftist and democratic 
parties o f  this country consider the 
international financial institutions like 
the W orld Bank and the IM F  as 
the principal physical instruments 
devised to pursue neo-colonial pat-
tern the ideological instruments o f  
which are free enterprise and market 
economy. W hat is the neo-colonial 
pattern and strategy at present ? Sir, 
my request to all the Mem bers o f  
this House is that the question o f  
IM F  loan should be analysed and 
looked into according to the strategy 
and pattern o f  neo-colonialism.

Sir, the IM F  loan to India is not 
an isolated case o f  either a bold, 
resourceful Government successfully 
winning a case in an international 
forum and securing an unprecedented 
advance from an unwilling party, as 
is made out by our Government, nor 
a generous operation on behalf o f  
that party to rescue a country in 
distress. The abstention o f  the U .S . 
Director on the Executive Board o f  
the IM F  has lent some credence to 
the former view, but that abstention 
is more a brilliant diplomatic 
manoeuvre than a genuine move. It.is 
difficult to believe that the U .S . could 
not have rallied sufficient voting 
power behind her against the loan if 
she was really opposed to it. The 
fact is she was not. She wanted as 
much as any one else to bring India
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into the fold o f  the world capitalist 
system and put the shackles on her 
in the form o f  the loan . Her absten-
tion demonstrated her apparent 
indifference in the matter, emphasised 
the keenness o f India to obtain the 
loan in spite o f “ opposition”  and 
what is more gave her a position from  
which she could argue for tightening 
up further the conditionalities o f the 
loan at a later time.

The important point to note, how-
ever, is not the attitude o f the U ni-
ted States in this specific case but the 
fact that the IM F  is a willing partner 
to the loan arrangement and that 
this arrangement falls into the 
emerging pattern o f western economic 
manoeuvre. The old colonial 
pattern having been dismentled by 
W orld W ar II it became necessary 
for the Western developed countries 
to evolve a new pattern which would 
ensuie that the erst-while colonies 
continued to play their roles supple-
mentary to their own economies by 
supplying them at comparatively 
cheap prices the raw-matcrials and 
other inputs they needed; rather that 
emerge as their competitors in the 
form  o f fully industrialised nations 
themselves. This new pattern, 
some time described as neo-colonial in 
nature, emphasises the importance 
o f agriculture, regards sophisticated 
industrial production as unsuitable 
for developing countries and in the 
name o f imparting technological and 
managerial know-how encourages 
foreign collaboration with multi-
national and other concerns which 
would ensure that the type o f pro-
duction undertaken would supple-
ment rather than compete with their 
own production. The demand for 
a New International Economic Order 
involving transfer o f  resources from  
developed to developing countries, 
better terms o f trade for 
primary products is naturally ana-
thema to this neo-colonial pattern 
and cannot therefore be conceded in

spite o f  endless discussions, as all o f  
us are aware.

The international financial institu-
tions like the W orld Bank and the 
IM F  are the principal physical ins-
truments devised to pursue this neo-
colonial pattern, the ideological ins-
truments o f which are free enterprise 
and market economy. The objective 
o f integrating the Third W orld in 
this pattern without having to con-
cede their growing demand for a 
New International Economic 
Order has now gained urgency in 
view o f  the widespread recession in 
the capitalist world. This recession 
is marked....

M R . C H A IR M A N  : Y ou  may 
conclude now. Y o u  may state the 
main points. You  have taken more 
than eight minutes.

SH RI A . N E E L A L O H IT  H A D A -  
S A N  N A D A R  : But all the other 
Members have taken more time.

M R . C H A IR M A N  : But you know  
what is the attitude o f  the House.

SH R I A . N E E L A L O H IT H A D A -
S A N  N A D A R  : This recession is 
marked by stagnant demand resulting 
in widespread unemployment without 
however, a corresponding fall in the 
prices or in the profit levels o f the 
entrepreneurs which are being main-
tained in oligopolistic conditions.

I want to point out IM F  loan if 
imposed on our country in a given 
situation by the agents o f  the multi-
nationals both inside the country and 
outside the country would be just to 
sell our economic freedom, integrity 
to the foreign economic powers and 
to the multi-nationals.

Sir, the Finance M inister may be 
right in holding that the conditions 
attached to the loan are in accor-
dance with the Government’ s present 
policy. But even if this is accepted
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it will have to be proved that 
these policies are in accordance 
with the objectives o f  self-reliance 
and social justice, which can be held 
that the IM F  conditions are incon-
sistent with the latter. The first 
such condition seeks to impose 
credit restrictions curtailing sepa-
rately for Government borrowing*?, 
banking system and for the total 
domestic credit. The ceilings now 
agreed upon may be realistic but 
there policy implications are unmis-
takable. The policy implication is 
monetarist one, not dissimilar to the 
policies adopted by ihe Reagan 
Administration or in the United 
Kingdom  by M rs. Margaret 1 hat-
cher. The statement released by 
the IM F  makes this point clear 
when it states that the arrange-
ment is to strengthen balance o f  
payments position by “ careful de-
mand management policies” . W hat-
ever may be the suitability o f these 
policies in the respective countries, 
the question arises as to their suit-
ability in our country. They are 
unsuitable for a developing country 
like India and what is more, they 
are certainly in conflict with the 
pattern o f development we have 
adopted.

19-10 hrs.

[M r . D e p u t y  Speaker in the Chair]

Restrictions on Government 
spending with the ceiling on credit 
to Government does not mean that 
it should be merely a ceiling on the 
wasteful proliferation o f Govern-
ment bureaucracy. Actually, what 
is going to happen is that the cur-
tailing o f the Government expendi-
ture means that curtailing o f expen-
diture on social measures such as 
welfare measures taken to ensure 
some relief to the people who are 
below the poverty line. So what 
is going to happen because o f these 
conditions? Whethe* it be the con-
dition as regards the restriction on  
Government expenditure or as re-

gards the liberalisation o f the import 
policy or as regards the export 
items, all are against the accepted 
policy o f  oui nation, accepted from  
the days o f  our freedom struggle. 
Because o f this condition, instead 
o f  the public sector occupying its 
commanding position, it will give 
way for the private sectors who are 
concentrating themselves on export 
items— not on the massive consump-
tion items o f  our country but those 
for the affluent people in the world.

Similarly, while liberalising the 
items for export, the Government 
is deviating from the Eccepted 
policy o f the previous Governments, 
ever since the attainment o f free-
dom , whose legacy, they are claim-
ing themselves to inherit.

So, I want to say that the libera-
lisation o f imports in collaboration 
with the multinational powers will 
harm our economy and national 
interest. I am opposing totally the 
motion moved by the Finance 
Minister and I am supporting the 
substitute motion moved by Prof. 
M adhu Dandavate and others.

M r. Kam al Nath asked a question: 
What is the alternative ? While con-
sidering the alternative to this, to 
meet the problem facing our nation, 
we have to review our economic 
policy as a whole from our experi-
ence o f the last 34 years. W e have 
adopted the mixed economy as an 
interim arrangement. But what our 
experience o f the mixed economy 
has shown is that this mixed econo-
my is paving the way for the deve-
lopment o f  capitalistic forces not 
only within the country but also for 
the development o f  multinational 
interests in the country. So, I am 
o f the clear opinion that the alter-
native to this problem is to deviate 
from the path o f mixed economy 
and to concentrate fully on the 
public sector, to evolve a system o f  
socialistic economy fully and to face 
the crisis courageously. But I do
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not think that the Government is 
going to do this.

During 1969-70, the present Prime 
Minister befooled even people like 
us that she was going to implement 
all the socialistic economic measures 
and policies in continuation o f the 
bank nationalisation and the aboli-
tion o f privy puises. But the 
present Prime Minister and her 
party is not at all, at present, will-
ing to do such things. They are 
falling in the hands o f multina-
tionals and capitalists. There is an 
alternative to this loan. I f  you can-
not do without this loan, you please 
quit from office and allow others 
to come and do whatever is neces-
sary in the interest o f  the nation. 
I also want to make, it clear before 
the House and through this House to 
the country and even to the world 
and the IM F  that this Agreement 
will not be binding on the successive 
Governments which may come in 
power in future just as it happened 
in 1977. This Government may be 
falling and this Agreement will not 
be binding on the new Government.

W ith these words, I totally oppose 
the Agreement.

SH R I K . P . U N N IK R IS H N A N  
(B adagara): M r . Deputy-Speaker, 
Sir, in the last seven hours or so, 
the debate has gone along the pre-
dicted lines. But it has also been 
ac experiment in education because 
we have been lectured too not only 
by the Finance Minister but by a 
whole lot of others also.

The Finance Minister, M r. R. 
Venkataraman, while initiating the 
debate had pulled us up for our 
ignorance. But he also said that he 
will not want to educate us because 
he would like to see us go down the 
drain. He also took kudos for what 
he has achieved which indeed is his-
toric and unprecedented performance

and achievement, jaising the external 
debt o f  a nation with a substantial 
m ajority o f  people below the poverty 
line from Rs. 15,000 crores or so to 
R s. 21,000 crofes by a single stroke 
o f  pen. It ii indeed a remarkable 
achievement for anyone and certainly 
he <ian take kudos for himself, his- 
leader and his party.

He has said during his observa-
tions that the perceptions o f  IM F  
are not binding on him . O f course, 
that way, we are not interested in 
IM F  perceptions so much, as much 
the perceptions o f the Finance 
Minister for whom I have got great 
respect and affection and also 
those o f  this Government. N ot  
only on this loan, but on his 
over-all approach and perception 
and understanding o f economy, this 
economic and social agenda is put 
before this nation. But, if like 
Bourbones, he refused to learn any-
thing or if he has not forgotten 
anything, that certainly is his busi-
ness. But we have a right to know  
and that is why we have insisted 
on the debate.

M r. Venkataraman tried to paint 
the picture o f IM F  as an innocent 
and innocuous cooperative society. 
But unfortunately, I am sorry, I 
cannot grant . him the same inno-
cence. lt is yet another matter if 
the entire developing world does not 
share the honourable financial 
wizard’s perception o f the IM F  in-
cluding some o f our friends whose 
names have been mentioned by Shri 
Indrajit Gupta as President Nyerere 
o f  Tanzania. He will probably say 
that Tanzania went and sought IM F  
loan at a wrong, time. Because he 
is smart, he has gone at the right 
time. Thank G od ! He did "not 
say— vegetarian diet that he is— that 
the IM F  is a vegetarian tiger.

A N  H O N . M E M B E R  : He is
an ice-cream non-vegetarian.
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S H R I K .P . U N N IK R IS H A N A N  : 
W hat if we are signatories o f  Arusha  
declaration which decried the IM F  
role. It does not bother him nor 
does it seem to have made an im -
pression on my distinguished friends 
on the other side. A ll this could  
have been avoided and all this was 
not necessary to my mind. It was 
just enough for him to come and 
tell us “ Look here, our balance o f  
payments are admittedly in a difficult 
phase. W e have chosen a soft 
option, and we have ourselves 
decided, his Prime Minister, party 
and he himself, to change the basic 
policies and perceptions. N o  more 
o f these socialist shibboleths we have 
been talking at the election time. 
N o  holds barred now. W e are enter-
ing a new era o f experiment where 
there shall be restrictive credit 
policies, public sector would take a 
rear scat, imports would be libera-
lised, massive influx o f  malti-natioual 
technology and capital encouraged 
an I regulatory framework which we 
have built over the several plans 
dismantles down the line,”  then he 
could have joined the cooperative 
endeavour with IM F  and W orld  
Bank and integrated the Indian 
economy perfectly with the inter-
national finance capital, which again 
is one o f those concepts which be 
does not believe. D o  you have the 
political and intellectual courage to 
say so ?  Then, the populist *tiger 
on which you hive climbed on, will 
devour you. I do not want right 
now at the fag end o f this debate to 
go into the various details o f  this 
transaction. But I would say this that 
this is logical culmination o f the distor-
tions in the planning priorities and 
policies, objectives and instruments 
o f implementation they have chosen 
for the last Government and for this 
Government as well, for the last few 
years.

But I would only waut to pose a 
few  questions. M ay be I am  ignorant. 
W e are all ignorant. W e cannot 
claim  the sam e w isdom  which som e
of them can claim. '

After nationalisation o f  banks 
which is a social goal, which dram a-
tically changed the Indian political 
landscape 12 years ago under the 
present Prime M inister, probably a 
perception which was not shared by 
the present Finance Minister who 
was in a different camp at that 
time, a large volume o f  commercial 
bank credit was made available by 
nationalised banks for financing the 
crcdit needs o f  our public sector. 
N ow  the volume grew from  year to 
year and plan to plan. This is also 
an instrument, as admitted in this 
House, by him self as well as by 
some o f his predecessors, o f resource 
mobilisation. Just the resources o f  
nationalised banks were channelised 
into public sector instead o f being 
made available to m onopoly houies, 
speculators and other parasytic ele-
ments o f  our economy.

Even in the Sixth Plan document 
you have declared that about Rs 1,000  
crores or so would be appropriated 
this way. But the IM F  would have 
nothing o f  this and would tie down  
the hands o f this Governm ent, what-
ever M r. Venkataraman may say, 
and starve the public sector o f  funds 
for normal needs and expansion, so 
that our nationally accepted strategy 
o f economic development itself 
undergoes a profound transformation. 
W hat else is the meaning. I would 
like to know, M r. Venkataraman, o f  
the sub-ceiling on bank credit and 
also your commercial borrowings 
abroad. Even the Brazilian Junta 
did not accept it. But for all the 
wisdom that he has at his com m and, 
the Finance Minister and this Govern-
ment have decided to accept this, so 
that we become a tied client. A nd  
if anything goes wrong anywhere, 
once the IM F  says that we are ineli-
gible because we are unable to pay 
after three years— things will be all-
right for a year, but then they will 
turn round and say, and also the 
W orld Bank will turn round and say, 
‘enough is enough’— then its becomes 
a p p l i c a b l e  f o r  the entire range o f  
international commercial b o r r o w i n g s
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from  other sources. That is the 
debt trap to which people have 
always pointed out regarding IM F  
transactions.

Y o u  have said that the IM F  staff 
perceptions are not binding on you. 
Allright. Probably your hearts beat 
in unison. Yon have told the IM F  :

“ It is our intention that the import 
policies for 1982-83 and 1983-84 
will contain significant steps aimed 
at liberalising imports Where 
appropriate in the interests p f  
economic efficiency, consideration 
will be given to further imports o f  
selected categories being produced 
at present.”

So, you would liberalise imports 
even in areas where domestic produc-
tion can meet our needs. 1 his is 
exactly what happened in other 
countries. I do not want to mention a 
long number o f  them because this was 
the IM F  experience with every single 
developing (country. Probably he 
could refresh his mamory. This is 
what happened in Indonesia in 1968; 
the same prescription was given to 
Indonesia and they followed it, the 
domestic industries closed down, the 
market was flooded with Japanese 
goods and goods from other count-
ries, and thousands and thousands 
o f  people were rendered unemployed 
and thrown out o f  factories and 
houses. This is exactly what hap-
pened there. Import liberalisation 
wjll move from one area to another 
and will further create another 
crisis in Indian industry— I hope, at 
least on facts he will not challenge 
me— where primarily the problem is 
one o f crisis in demand, because you 
have a narrow demand base o f ten 
per cent urban elite and ten per cent 
rural elite, because demand is not 
enlarging in Indian industry and on 
the top o f it, you would have this 
done to Indian industry.

There will be a constraint on  rupee 
resources, and when rupee resources,

are in short supply to buy Indian  
goods, foreign goods will be available 
in the interest o f  ‘economic efficiency’ 
according to the Minister. This is 
a part o f  the debt trap and soft 
option strategy which the Finance 
Minister has chosen.

Again, I hope, he will not challenge 
me on these facts. There is a world-
wide recession. Protectionism has 
become a stone-wall. Cancun or 
no-Cancun, Brandt report or no- 
Brandt report, nobody is willing to 
change from their accepted positions. 
In agricultural com m odity trade, he 
knows, during the last Century there 
has never been such a bad year in 
the international trade. A nd  who is 
affected ? The producers o f  primary 
goods, primary products. ’ The 
Finance Minister has admitted here 
the other day— every one knows— that 
there is a deterioration in the terms 
o f trade. It is in this milieu that the 
IM F  insists— and this Government 
have agreed — on a free-for-all export 
drive, free o f  all regulations -  indus-
trial licensing, M R T P  and F E R A .

I would request him and I am 
sure he must have read it. There is 
a note o f  dissent to the Tandon  
Committee report on export strategy 
by Dr. Rangnekar, a distinguished 
economist and Editor o f  Business 
Standard and Professor Amin o f  
Jawahar Lai Nehru University. I 
will request him to go through this 
again.

W hat are our possibilities ? There 
is a craze for turn-koy projects. 
That is why D avy-M acky is preferred 
for Paradip steel plant. I do not 
want to go into other details. Then  
I will be hauled u p ; for saying many 
other things by saying that I am  
indulging in character assassination, 
that somebody is getting a commsi- 
sion and so on. So I do not want 
to go into that. After all we have 
also built up a lot o f expertise even 
in certain areas o f  sophisticated 
engineering including construction o f  
steel plints. That is one of our
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achievements and they go round 
saying, ‘ L ook  here, after the United  
States and the Soviet U nion we are 
the biggest technological reservoir o f  
manpower.’ But what do you do 
with it ? W hat do you do with 
them ? They must stand and 
remain as technicians and mechanics 
o f  sub-contractors, when the pre-
ferred elite o f  the IM F  from  Western 
Europe or U S A  come and do the 
job  like D avy-M acky ? 1 his is the 
new objective o f self-reliance o f  our 
Finance Minister.

It has been said and my friend, M r. 
Indrajit Gupta referred to the question 
o f subsidies. Procurement drive is an 
essential ingredient for a public 
distribution system. But you are 
not prepared to pay remunerative 
prices to the farmers. N ow  it again 
gets tied to the restrictions imposed 
by the IM F — the prices that you pay 
as well as the way it is financed. N o  
more food subsidies. A s he has 
rightly pointed out,— I d> not want 
to repeat his argument— this has 
been a very important element— not 

that in terms o f sophisticated manage-
ment this is a very desirable goal 
but in a country like this where you 
have larger social commitments and 
goals about which they tirelessly 
proclaim from the Prime Minister, 
Finance Minister to the lowest in 
the Ministry that there is a commit-
ment and hence we have the sub-
sidies in food as well as fertilisers. 
One o f the crucial points I want to 
say is that IM F ’s main condition is 
that there can be no further subsidies 
without their approval. That inclu-
des fertilisers as well. I f  food pro-
duction has gone up in India and 
for which rightly credit is taken by 
the Finance Minister as well as other 
Ministers that we have achieved 
this— among other things, it is 
also because o f the high yielding 
varities programme supported by 
the inputs o f  chemical fertilisers 
which were subsidised throughout 
the period o f  sixties and the seven-
ties and the recent price hike in 
fertilisers has already resulted in the

reduction in the intake o f fertilisers. 
I would like to know the figures.

The Fertilisers Association in 
their 1981 report have said how the 
fertiliser market has been affected 
because the prices have gone up. 
Now  you cannot give any subsidy 
hereafter That means it would 
undoubtedly affect also the progress 
o f  agricultural production in India, 
which has been the base o f  the 
strength o f its economy.

W'ill it not result in severe cuts 
in the social welfare and other 
programmes like Food for W ork  
programmes which will directly hite 
the weaker sections o f the society—  
about whom they are very much 
concerned? Barring a small group  
o f middling businessmen, m onopoly  
houses and multinationals importers 
and exporters and various other 
parasites who will enter the new 
virgin areas o f  operation, all other 
sections o f the social strata will be 
affected.

Once India walks into the *debt- 
trap’ o f  IM F , it would find it 
difficult to walk out o f it. N ow , he 
has started already saying that we 
may not need the third instalment.
1 am glad o f that. I hope he would 
have even gone into details and 
found other alternatives. He said 
that it is a disastrons adventure to 
make India an appendage o f  the 
developed Western world submerging 
itself in the world o f  international 
finance capital.

There has been a claim rightly Sir, 
that there won’t be devaluation, it  
is claimed by him that we shall not 
accept devaluation as in 1966. The  
moment you say that it will not be 
acceptable, the Government further 
says and I quote :

“ during the programme period 
the Government intends to pursue 
a realistic policy in regard to ex-
change rate” .
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A t  the current level o f  trade deficit 
within a year, IM F  sources them-
selves calculate that a dollar will be 
worth about R s. 12. IM F  or no, 
I M F ! Therefore, during the prog-
ramme, a backdoor devaluation  
would already be under way affect-
ing our currency.

It has been claimed by the H on. 
Finance Minister that there would 
be no IM F  veto on our policies but 
only consultation. Page 58 o f the 
m emorandum gives a clear indica-
tion o f what this consultation 
is. The final note on extend-
ed arrangement for India, the word 
used is ‘ shall’ . That is why M r. 
Narasimhan had to write an ex-
planatory note to the Finance Minis-
ter’ s letter and to say that it is not 
intended to exclude fiom  the consul-
tation provided for in that para-
graph policies that the Fund 
considers are and would be consis-
tent with achievements or the 
objective o f  the IM F  programme.

The question i s : what consultation 
means. I leave it there. W ith  all my 
ignorance— what I would want to  
say is only this. In this country we 
all take credit that they are all 
nationalists land they belong to the 
greatest and mightiest nationalist 
movement and they are the inheritors 
o f  the Indian National Congress o f  
1885 and more so after 1905.

M r. D E P U T Y -S P E A K E R  : Inclu-
ding yourself.

S H R I K . P. U N N IK R IS H N A N  : 
Y es. That is why I am  talking after 
1905 when Shri Aurobindo launched 
the swadeshi movement and more so 
under M ahatma Gandhi, they had 
been talking about self-reliance and 
small little things. After all, they 
were not so sophisticated managers 
but they were great leaders and 
visionaries as we would like to

understand them. A n d  then the man  
called Jawaharlal Nehru from that 
side declared two things :

“ I. M y  generation, his genera-
tion, was condemned to  hard 
labour. W e do not mind it. But, 
we shall not bend on our knees 
whether the country goes bankrupt 
or whatever may happen, we shall 
fight for what we consider to be 
right.”

This was what he said. That is 
why he talked o f planning and talked 
o f regulatory framework a n d . talked 
o f  public sector’ s commanding 
heights o f  econom y and so on au<i so 
forth. The other day the Finance 
Minister in this House in the last 
session, when I asked him, said ‘ why 
not ? ^What is wrong, if you impose 
the burden on the future generation 
they should also share.’ O f course, 
certainly, they should share. But 
the question is : what is the propor-
tion o f  burden that you leave be-
hind ?

The question is : why did the 
Government o f India go for this 
Extended Financial Facility for 5.8  
billion dollars ? Is it for introduc-
ing policies which, in normal circum-
stances, the people a id  Parliament 
o f India or even the Ruling Party 
would not have accepted which 
could now be smuggled in the name 
o f  a serious Balance o f  Payments 
difficulty and, therefore, a case 
made out for an absolutely essential 
I M F  loan ? „

Or is it a deliberate attempt to 
give up all our cherished policies 
which, as I said, we have always 
championed— championed and stood 
for. In any case there is no doubt, 
Sir, that it is the gravest ever chal-
lenge to our economic fulfilment and 
national survival.
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S H R IM A T I J A Y A N T I  P A T N A IK  
(Cuttack) : M r . Deputy-Speaker,
Sir, one o f the H on . M em bers from  
the Opposition benches quoted a 
nice Sanskrit word which enthuses 
me to speak on that. H e quoted : 

f*5TT ^  *TT3r<r
frnfa” ' I, however, got the im-

pression that he does not believe 
in’ |k * t ”  Perhaps, he might
be believing in is
not at all a necessity but a com fort 
and worry for the com m on mass, but 
he is more concerned for the com -
m on mass o f  our country. Our  
" 3H!T f ^ T ”  is fully geared to 

achieve socio-econom ic priorities 
o f the country. M oreover, Sir, 
including himself many o f  
the Opposition members did not 
give the viable and practical 
suggestion for tne subject o f  today. 
However, I must congratulate the 
Finance Minister for successfully 
negotiating the five billion dollar 
loan under the extended fund faci-
lity o f  IM F . That required a tough 
and successful handling M oreover 
I must say that this sanction o f  the 
IM F  loan is not only a financial 
success but also a diplomatic victory. 
This issue has generated a lot o f  
heat inside and outside Parliament 
and almost it has become a subject 
o f  national debate. The Govern-
ment o f W est Bengal took it to a 
partisan level through twenty-three 
like-minded economists. I feel this 
is mis-placed and they do not take 
the realities o f  the situation into 
consideration.

Sir, as the Finance Minister has 
already stated the need o f the IM F  
loan arises from  the adverse balance o f  
payment position in the country 
mostly on account o f  increase in the 
price o f  oil. Export demand has suff-
ered due t )  the g'obal recession and 
the policy o f  protectionism followed  
by some countries. Unless external 
funds are available to meet the diffi-
culties the country would be com -
pelled to restrict drastically and 
vitally the essential items o f import

like machinery and equipment and 
the raw*materials like cement, steel 
and other goods. Ih is  inability to 
import these essential items would  
affect the development o f  our 
country. A  view has been express-
ed that commercial borrowing could 
have been a substitute for the IM F  
loan with all its conditionalities. 
The average interest paid on IM F  
package will be around 10.43 per 
cent which is below 18 per cent 
or more to be paid for the borrow -
ings from  the Euro-dollar market. 
A lso , commercial credit, in the 
given circumstances is not easy to 
find.

Besides, the Extended Fund Faci-
lity o f  the IM F  is an accepted mode 
o f credit created for use by nations 
in circumstances like these.

There is no reason why India, a 
founder-member o f this IM F  should 
not take advantage o f this facility.

Some have argued that the 
medium-term loan o f this nature 
would only postpone the critical 
balance o f payment situation and 
sudden access to large liquid funds 
would induce apathy and weaken 
our determination to take hard 
economic decisions. The Finance 
Minister has already indicated that 
the priorities under the Sixth Plan 
are fully geared to achieve import 
substitution in important areas such 
as oil, steel, cement and fertilizers. 
Besides, a strong export effort has 
been conceived and built up. W hile  
these steps would take a few years to 
show concrete and appreciable 
results, intermediate steps have to be 
taken to correct the imbalance in ba-
lance o f  payments so as to meet the 
import requirements and technological 
needs o f a growing economy with 
heavy investment programme like 
ours. The IM F  loan is the most 
acceptable o f  the various inter-
mediate measures available to tide
over the crisis.
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Great concern had been expressed 
about the conditionality attached to 
the IM F  loan and the so-called ‘ sur-
render o f  economic sovereignty’ .

I feel that sentiments have clouded 
better judgements. Firstly, such 
conditionality is a usual feature with 
IM F  loan and it has not been framed 
specifically for India. A s  has been 
amply clarified by the H on. Finance 
Minister, while the IM F  would be 
consulted, on all matters relating to 
the country’ s economic policy, the 
Government would adopt any policy 
change or any modification only with 
the approval o f the Parliament.

Com ing to the details o f the condi-
tionality, almost all the specifications 
are for bolstering the economy and 
improving the trade deficit measures 
the country needs to adopt to tide over 
the difficult situation.

Ceiling on deficit financing, and 
tightening control o f  money supply, 
curbing loss o f  public undertakings by 
doing away with administered price, 
revision o f power tariffs to ensure rea-
sonable retrun from  power projects, 
curbing subsidies, tax reforms to in-
crease tax revenue, improvement o f  
infrastructure, liberalisation o f price 
control to stimulate investment and 
production, conservation o f energy, 
etc., are -some o f the conditions im-
posed. Whatever the conditions are, 
they are a part o f our fiscal policy. 
Implementation o f these conditions 
would o f course be subject to our 
socio-econom ic priorities as deter-
mined by the Parliament.

Concern has been voiced by some- 
regarding possible insistence o f the 
I M F  to devalue the rupee and to libe-
ralise imports. So far no such con-
ditionality has come to notice and the 
Finance Minister has categorically 
said there is no question o f  devalua-
tion o f  the rupee.

I am one with the Finance Minister 
that the Nation would not have to 
compromise on self-respect, self-
reliance, national priorities and our 
avowed policy to provide distributive 
justice to the people while maintain-
ing the tempo o f development with 
the help o f the IM F  loan. Thank  
Y o u . '

M R .D E P U T Y -S P E A K E R : There 
are still 4 or 5 Mem bers to speak. M y  
point is that each M em ber, irrespec-
tive o f  the party to which he be-
longs, must take only 5 minutes. I 
will call the H on. Finance Minister to 
reply to the debate at 8-15 P .M . 
Later on nobody should say that there 
was no threadbare discussion. So each 
M em ber shall not take more than 
five minutes. N ow , M r . A .K . Roy  
to speak.

SH RI A .K . R O Y  (D hanbad): M r. 
Deputy-Speaker, Sir, there is nothing 
new in taking loan by this Govern-
ment because this Government lives 
on loan. W hat is new is that there 
is an element o f  guilt in it. Sir, you 
know he who is guilty takes bail and 
he who anticipates trouble takes anti-
cipatory bail.

Sir, heie the H on. Finance Minister 
went there in anticipation; he anti-
cipated the approval o f the Parliament 
to his agreement, he anticipated the 
approval o f  the Plan by the House. 
He anticipated, even the argument o f  
the Opposition M em bers. That is 
why he started replying to their argu-
ment. Sir, I would like to say one 
thing here. He has presented the 
picture in a very wrong way. 1 should 
say that the International Monetary  
Fund is not a co-operative, harmless, 
innocent, shapeless, colour less 
organisation. It is not like that. 
It is a political organisation, economic  
organisation with a particular motive, 
direction, character and thrust. Sir, 
it enforces foreign collaboration, dilu-
tion in foreign exchange ru les, dilution  
in import policy and it has kept open  
preference for private sector over the 
public sector.
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It is not the International M onetary  
Fund, it is the Imperialist M onetaiy  
Fund, or money-lending fund and an 
economic urge and neo-colonial de-
sire o f the super powers. I f  you read 
through the pages o f the various docu-
ments, all these things would be evi-
dent, open and conspicuous, i hese 
are not hidden or concealed. Sir, it 
is not a cooperative organisation, it 
is a political organisation, an econo-
mic organisation and it has come up 
with a motive.

I would like to know one thing, 
whether the crisis or the compulsions 
which the Minisfer was describing are 
a temporary affair or a continuing 
one. j  hat is the main point. He 
has taken the trouble o f  negotiating 
this 5 billion dollars S D R  loan. A s  
per the statement or the agreement 
that he gave us. 7 0 %  o f the quota to 
our country, that is 1.2  billion dollars 
in one year and 12o %  o f the quota 
that is, 2 .2  billion S D R  will be given 
to us in two years. T hat we could 
have got without entering into any 
controversy. That means, accord-
ing to his agreement, we would be get-
ting upto June 1982 0.9 billion dollars 
and in June next year, another quota 
o f 1 .8 billion dollars. If you add up 
both o f these, it comes to 2 .7  billion 
dollars. And then, we will get 2 .3  
billion dollars after our performance 
is tested. But, in simple way, we 
could have got 2 .2  billion dollars with 
out entering into any controversy. 
The Finance Minister has made a 
statement somewhere— he makes a 
statement whereever he goes— that we 
may not take the third instalment, 
because we may not need that. I f  we 
need only two instalments, totalling 
to 2 .7  billion dollars S D R , then what 
was the compulsion for going into it ? 
H e says that for this there is no regu-
lation, no conditionality, like your 
bell, Sir, because your bell has also no 
bearing on the M em bers, they go on 
speaking.

M R . D E P U T Y -S P E A K E R : I think, 
this is not an aspertion on the Chair.

S H R I A .K . R O Y : N ot at all.

A N  H O N . M E M B E R : lt is an as-
pertion on the bell.

SH R I A .K . R O Y : Here we have got 
the misfortune o f having to pass 
many Bills for direct control, but we 
are dealing now with a subject o f  re-
mote control. 1 his remote control 
is such that even it can halt the ois- 
cuss:on. l hey can have an ai gtrnent 
that as having a discussion heie may 
prejudice the minds o f those 22 ocd  
executive directors, it should not be 
there. Here is an agreement which 
even before finalisation can have this 
effect on the sovereign Parliament; it 
can delay or defer the discussion. 
Had this agreement been delayed for 
one year, we would not have this dis-
cussion perhaps. W e are captives 
even before the agreement; we do not 
know what will happen after the agree-
ment.

M R . D E P U T Y -S P E A K E R : Please 
conclude now.

SH R I A .K . R O Y : N ow  that you 
are acting as an executive director o f  
the IM F , I will conclude here and sit 
down.

20 hrs.
SH RI C H IT T A  B A S U  (Barasat): 

Sir, to begin with, the H on. Finance 
Minister in the morning, while making 
certain preliminary remarks wanted 
that the House should have this im-
pression that this loan agreement has 
got no conditionalities except the two 
viz., ceiling on domestic crecit and 
ceiling on debt credit to the Govern-
ments on the banking system. Other 
than this there is none o f the condi-
tionalities. .

Sir, time is short to explain all this. 
But if you have got time to go through 
the IM F  Mem orandum , you will find 
that this Loan Agreement has been 
obtained on the specific basis o f as-
surances given by the Government on  
many vital issues and on very wide 
areas. These wide areas include the
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import policy o f the Government, ex-
port policy o f the Government, ex-
change rate policy, monitory policy, 
budgetary policies, industrial policies, 
foreign collaboration policy, foreign 
private investment, external borrow-
ing policy, public.distribution system, 
subsidies, agriculture price policy. A t  
least 1 have been able to find it out 
from this Memorandum, which is be-
fore you and a copy o f which has been 
laid on the lab le  o f  the House. 
Therefore, at least ten aspects o f  our 
economy have been covered by the 
Agreement and the loan has been ob-
tained on the basis o f assurances 
being given by the Government.

Cons'ideiing this in the entirety o f  
'the National policy, 1 think except 
Defence and External Affairs, every 
aspect o f the Government policies 
have been covered under this Agree-
ment, and these conditions and assu-
rances 1 have got no time to explain 
all these— are nothing but a sell-out to 
the imperialist powers, Western capi-
talist powers, who are out to create 
economic difficulties, create hinder- 
ances in our independence and self- 
relient growth. Y ou  are not giving 
me more time, but you should know  
certain things. The Government has 
agreed to encourage the development 
o f private sector and multi-national 
corporations. 1 can find it out from  
the IM F  Memorandum. The G ovt, 
has agreed to withdraw the restric-
tions on the role and place o f the 
foreign companies in this country. 
They have agreed to relax various re-
gulatory controls on the import o f  
machinery and raw materials and the 
restrictions on the royalty and pri-
vate remittances. They have also 
agreed to remove the restrictions on 
the private monopolists envisaged 
u n 4er the M R T P  Act passed by the 
Parliament. Besides, they have 
agree i to pursue an export- 
oriented industrialisation at home at 
the cost o f the growth o f the indige-
nous industries. Therefore, I have 
got much things to say.

M R . D E P U T Y -S P E A K E R  : Pre-
serve it for some other occasion.

SH R I C H IT T A  B A S U : Sii, they 
have also agreed before the IM F  and 
tne W orld Bank for consultations be-
fore finalising future monelary and 
fiscal policies. T hey have also agreed 
to have continuous dislogue with the 
IM F  and the W orld Bank, thus giving 
them right to assess and monitor our 
economic policies. T herefore, Sir, it 
is nothing but a compromise on eco-
nomic sovereignty o f our country. It 
is nothing but a deflection from the 
strategy which our nation has adopted 
for the growth o f our econom y and 

self-reliance. Lastly, I want to 
make one point. Some M em bers 
here accused the West 

Bengal Government for biinging 
facts and issues regarding this IM F  
affairs. 1 he entire House should ex-
press its thanks first to the newspaper 
“ The Hindu’ ’ and then to the Govern-
ment o f W est Bengal, since by the 
publication o f this book, viz., “ Facts 
and Issues”  they have enabled Parlia-
ment to have an informed discussion 
during this debate.

The role o f the W est Bengal G ovt, 
has also to be made clear. T he eco-
nomic policies o f the Government o f  
India and the loan agreements they 
have concluded, have naturally got 
repercussions on the economy o f the 
country as a whole, including all the 
States. Government o f W est Bengal 
has said:

“ The most recent pronouncement 
o f the Union Government threaten-
ing the States with a reduction in 
their Annual Plan and, therefore, 
their developmental efforts also 
perhaps has an identical inspiration 
since one o f the conditionalities is 
a ceiling on public expenditure” .

M R . D E P U T Y -S P E A K E R  : A
copy is with the Finance Minister.
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SH R I C H IT T A  B A S U : Therefore, 
it is the duty o f each and every State 
Government, not only W est Bengal 
Government, to take interest in the 
matter. .

SH R I R. V E N K A T A R A M A N :  
Y o u  have run into a deficit o f  Rs. 
200 crores.

SH R I C H IT T A  B A S U : Y ou  can-
not say that the economic policy 
formulation is the exclusive privilege 
o f  M r. Venkataraman. The State 
Government have got their right. 
They have their right to explain and to 
take part in the formulation o f eco-
nomic policy o f  the nation, because 
they are also a part o f  the nation. 
W est Bengal is a part o f  the nation. 
Therefore, we arc concerned about the 
economic policies. A nd so, W est 
Bengal Government deserves con-
gratulations from you, and from the 
entire House.

SH R I G H U L A M  R A S O O L  K O -  
C H A K  (Anantnag): W e  had a very 
valuable debate; and all the aspects 
o f  the problem have been discussed 
and identified. The merits and de-
merits o f our negotiations with regard 
to IM F  loan have been brought forth. 
But it has not been pointed out as to 
what has necessitated this huge loan. 
W e have searched for it asked for it 
and have made a lot o f  efforts to see 
that this loan is secured from the 
International M onetary Fund.

One important point is that the 
whole world is going through a 
financial crisis. India is also under-
going it. So, we had to find an ans-
wer to this problem o f how to tackle 
this situation in India, and bring 
fiscal stability and economic develop-
ment to our nation. In the light o f  
the 6th Five-Year Plan, there is an 
urgent necessity for procuring resour-
ces, so that we could go ahead and 
take steps to fulfil the commitments 
we have made to the nation. ’

The H on. Finance Minister has, 
without mincing words, categorically 
stated that he had not taken this Par-
liament into confidence, because it 
might have torpedoed his efforts to 
procure this assistance from  IM F . 
He meant to say that if the discussion  
had taken place, he might have been 
confronted with many difficulties.

But I have to express my deep feel-
ing about it that the Finance Minister 
has not taken into account that it was 
not the problem o f the Government 
but the whole nation. Being repre-
sentatives from the whole country, we 
would have contributed equally 
thinking that it was the nation’ s prob-
lem. W hile the Finance Minister was 
undertaking these negotiations he 
could have also taken into considera-
tion some o f the wiser ideas that this 
House could have given him at this 
critical juncture o f  the world pheno-
menon.

W e must thank the H on. Finance 
Minister who has succeeded in getting 
this loan from the IM F  and has set 
an example. It is not as a matter o f  
courtesy, it is not as a matter o f grace 
that we have got this loan, but the 
whole world has put its seal on this 
fact that we are economically sound.; 
it was on the strength o f our economy  
that loan was granted to us.

So far as IM F  loan is concerned, 
we know its conditions; it is not a new 
thing for us. W e know all the res-
traints that we have to undergo and 
what are the conditions ? 1 he only 
question is how we should utilize this 
fund because, as has been pointed out 
by our Finance Minister, we have 
certain objectives that forced us to 
take this loan. I f  we succeed in 
achieving those objectives, then I 
say that it was in the fitness o f things 
that we should have got this loan on  
better terms than we have got it at 
present.

I would like to bring to the notice 
o f  the Finance Minister that there is
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no room for complacency ; we must 
be vigilant to see that our policy con-
tinues to be in conformity with our 
national interest. W e are happy to 
here today from our leader, Snrimati 
In lira Gandhi that it would not be at 
tne cost o f our national interest that 
we are accepting tnis loan. rl he terms 
o f performance are to be reviewed 
after two years. W nat I find at 
present is tnat the initial loan which 
is going to be released in our favour is 
to a lesser extent. Then the huge 
loan will be released after a review 
and pe formance. So, there is a 
danger because the pressing necessity 
at present is about the balance of  
payment position that we face 
urgently. If a small amount o f  
loan is going to be released 
at present, then how are we 
going to improve our balance o f pay-
ment position ? That would again 
hit hard our economy even in the 
p;e>eot circumstances.

The second point is that we have to 
keep a note o f this fact— because our 
performance has to be reviewed— that 
at the time o f review o f our perfor-
mance, we may not be put in such a 
difficulty. Because after all, this Fund 
is subjected to so many restraints and 
constraints, often by big powers like 
the United States o f America. A t  
that time, if our performance does 
not come up to the extent needed, we 
may be ropsd in such a policy where 
we may be forced to accept such a 
policy which those colonialists want 
us to follow, so that we surrender 
before them. It may be interfe'ing, 
when we have given it some other 
policy, that we are having, we are 
buil ’ ing a socialist pattern o f society, 
bat their emphasis is on private invest-
ment, and their emphasis is that there 
shouli be checks on public distribu-
tion system, that there should be 
checks on subsidies. So, our best 
thing would be, and we would con-
gratulate the Treasury Benches if they 
make such performances wherein we 
can shoot the world if we can get loan,

but we are having that credit and we 
are having that will-power and we are 
having that management so that we 
can repay it back so that the very loan 
that has served as a burden on our 
country becomes a way o f  doing so in 
reality. I f  this thing is not taken 
note o f it is felt that the condition o f  
balance o f payments is accepted as 
successfully deteriorating. And  
lastly. (Interruptions) ........

A N  H O N . M E M B E R : Minister 
says that this much support is suffi-
cient.

SH R I G H U L A M  R A S O O L  K O -
C H A K : Lastly, we should ensure 
that this loan is utilised not for any 
non-productive methods but it is uti-
lised for productive things. Because, 
unless and until we inciease exports, 
for produclive methods and we utilise 
them for big p;c jects, power projects, 
for substantially increasing our 
exports, for those items which would 
give big relief to the common man, 
this loan does not serve its purpose. 
Supposing, 1 take an example o f  
Kashmir. If it is utilised for Salal 
Project, if is used for the Doolhasthi 
project, if it is Used on a big industry, 
or to secure crude, or if we are helped 
to secure export market, then it would 
be a source o f benefit and it will be an 
asset. 1 again thank the Finance 
Minister for succeeding at least to 
bring this country out o f the present 
crisis.

M R . D t P U l  Y -S P E A K E R  : Shri 
Chandrajit Yadav is the last speaker. 
M y  Hon. friends M r. Subramaniam  
Swamy and M r. Somnath Chatteijee 
will excuse me.

D R . S U B R A M A N IA M  S W A M Y :  
W hy, why ? This is such an.impor-
tant matter.. .(Interruptions) Y ou  ask 
him. The Finance Minister is not 
objecting. (Interruptions).

M R . D E P U T Y -S P E A K E R  : That 
is all right. Every Party has been 
given a chance. Shri Chandrajit 
Yadav will be the last speaker.

(Interruptions)
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D R : S U B R A M A N IA M  S W A M Y :  
It is a question o f .......... ( interruptions)

M R . D £ P U r Y -S P £ A K E R : 1 can-
not extend any special concession for 
Subramaniam Swamy alone.

(Interrupt ions)
M R . D E P U T Y -S P E A K E R  : Shri 

Chandrajit Y adav will be the last 
speaker.

A N  H O N . M E M B E R  : Is the
Finance Minister agreeable ?

D R . S U B R A M A N IA M  S W A M Y :  
The Finance Minister agrees.

M R . D E P U T Y -S P E A K E R  : It is 
not a question o f the Finance M inis-
ter’ s agreement, lt is for me to de-
cide. M r. Chandrajit Yadav.

SH R I C H A N D R A J IT  Y A D A V  
(A zam garhl: M r. Deputy-Speaker, 
Sir, I will m t  use any harsh language 
or any harsh w jrds. But I will very 
mildly say that it is a very sad re-
flection on the Indian economy that 
after 34 years o f our independence, 
India, which has been championing 
for many years for a new international 
economic o-rder, has succumbed be-
fore the International M onetary Fund 
under most humiliating and harsh 
conditions. This huge loan exposes 
the weaknesses o f the present econo-
mic system o f India. It is a serious 
pointer to future that if our country 
is'allowed to go this way, then we are 
in for a serious danger. It reminds 
■the country o f Shri Ashok M ehta’ s 
brilliant idea when he led the country 
to the garden path by agreeing to-the 
W orld Bank loan, agreeing to 
devaluation saying that it would help 
to increase our export and Indian 
econom y would be out o f the red. 
That was the disaster for our economy. 
It  was a blunder for India to agree to 
that. I think, the country is going 
to make another blunder by agreeing 
to this. This will not only be a 
blunder but also an undesirable thing. 
I will nt>t say total sell-out because I 
am  not one o f those who think in

those terms. But it is not necessary 
for India to go in for such a big-loan'. 
India could have found ways within 
our framework. The Government 
could have mobilised resources from  
within the country itself to solve the 
balance o f payment problem. By 
agreeing to this kind o f terms to the 
International M onetary Fund, We 
have agreed that the International 

^Monetary Fund will periodically re-
view our performance. I  his has 
never happened in our system that a 
foreign agency or an international 
agency, which is known to work on  
behalf o f  international monopolists, 
an agency which has been taking an 
anti-developing countries attitude 
throughout, has been given this power 
o f reviewing our performance. W hat 
will they review ? They will not re-
view as to how we are spending their 
money. But they will review our 
export import policy, industrial policy, 
agricultural and prices policy, how the 
public distribution system is function-
ing in this country. Have not we, 
really speaking, succumbed ourselves 
to these most humiliating conditions? 
It is against the national dignity and 
honour.

I am very sorry to say that the 
Finance Minister, in his wisdom, has 
made a very derogatory remark about 
Indian Parliament when he said that 
if he had come earlier before Parlia-
ment, perhaps, Parliament would have 
created problems. That means, dis-
cussion here does not matter for him.

I will ask two questions from the 
Finance Minister. W ill he give an 
assurance to this House that if in future 
the International Monetary Fund in 
its periodical reviews, tries to put con-
ditions which will be against our 
national dignity and against the accept-
ed policies o f Parliament, at that time, 
will he cancel this loan ? W ill he 
also give the assurance that under the 
fpressure o f IM F , the Finance M inis-
ter o f India will not agree to cut sub-
sidies on essential goods, which the 
poor people o f  the country need in 
this most difficult time, because o f
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rising prices and so many other diffi-
cult problems ? I would emphasise 
that the Government o f India must 
give a very serious thought to the 
policy o f our wrong priorities. Had  
this country taken steps and spent 
money for the exploration o f oil in this 
country— he now feels that may be in 
two or three years it will go a long 
way to give relief to us— had we spent 
money on priority basis on explora-
tion o f oil in this country, perhaps 
India would have been self-sufficient 
and we would not have been in this 
difficult situation today. Therefore, 
the entire wrong priority policies o f  
the Planning Commission and the 
Government o f India are responsible 
for creating this serious situation in 
our country and it is high time that 
the Government o f India have a 
serious review for the future o f our 
planning policy so that our priorities 
are necessarily and properly fixed.

Even in this difficult year, 1 would 
like to ask, why did we put ourselves 
in trouble ? W hat was the need o f  
importing 2 .5 million tonnes o f wheat 
at a time when there are difficulties 
o f foreign exchange ? W hat was the 
need for importing this amount o f  
wheat, when we were in difficulties, 
when our country has produced the 
highest amount o f foodgrains this 
year ? W hy ? It is because o f  
their failure. They could not pro-
cure foodgrains here. So, they 
landed us in this situation o f increas-
ing our foreign exchange burden.

Every day the Information &  
Broadcasting Minister goes on an-
nouncing that in the Asian Games we 
are going to have Colour T .V . Are  
we not going to spend foreign ex-
change for that ? Certainly, there is 
going to be outflow o f foreign ex-
change for that. A t a time when the 
country is passing through such a 
grave foreign exchange situation, 
when, according to the Finance 
Minister, had the loan not been taken

what would have happened is that 
transport would be stopped, irriga-
tion activities would have to be very 
drastically cut, under such conditions, 
what was the need for going in for 
this kind o f Colour T V  and other 
things ?

This Government should have 
taken the country into confidence and 
should have said that we are in great 
distress, our economy is under great 
strain, therefore, we will not import 
sugar for some time, may be edible oil 
import may be cut for some time, we 
will not be able to allow the import 
o f unnecessary machinery in this 
country, which the industries are 
importing, if they had said it, perhaps 
the country would have been prepared 
to bear with those difficulties, ins-
tead o f going in for this kind o f  
national humiliation.

Lastly, 1 would say that this situa-
tion, where we have been landed after 
34 years o f our independence is posing 
certain dangerous questions and I 
would like the Government to really 
consider those questions. It is not a 
question of blaming the Janata G ovt, 
or the Congress Government; may be 
certain wrong things have been done- 
by one Government or the other. 
But today the real situation is that this 
country is facing a serious situation.

For example, we are second from  
the bottom from the point o f view o f  
per capita income. W e are not even 
near China. So far as China is con-
cerned, it does not have unemploy-
ment, as we have got today. W e  are 
a country where 40 crores o f our peo-
ple do not have enough food or 
clothing. This is a reality. India 
today has become a country o f the 
biggest number o f poor people with 
sub-standard living and the biggest' 
number o f unemployed. This is the 
situation and my fear is that perhaps 
out o f  wrong political understanding 
this is being done.

I will not challenge the bona tides 
o f  the Finance Minister. H e is
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patriotic. W e were glad when the 
Prime Minister came and announced 
here that she will not agree to any-
thing, which is against the accepted 
policy o f  this Parliament. But all 
this bravado will not do. So long as 
you are economically weak, when you 
have earlier followed wrong policies, 
may, disastrous policies, these words 
or simple expressions o f high ideals 
and very patriotic feelings will not do. 
N obody challenges your patriotism. 
W e  know that nobody can question it. 
1 cannot even doubt his motives. But 
I am challenging the wrong socio-
economic policies, which are respons-
ible for this kind o f situation, which 
will ultimately result in grave conse-
quences. W here will it take us ? It 
will result in strengthening the m ono-
polist powers in this country, it will 
result in unnecessary interference by 
the international multi-national corpo-
rations in this country, and it will re-
sult in weakening our economy and 
compromising our socio-economic 
objectives. And therefore, I would say 
that the Government must give a 
serious thought to the fact that this 
kind o f disastrous and wrong socio-
economic approach will take this 
country to greater trouble.

I am just winding up my speech by 
not quoting any political leaders, but 
by drawing the attention o f the 
Finance Minister to what a high 
Indian official, who had. the experience 
o f working with the International 
M onetary Fund, D r. Bhabatosh 
Datta, said. W hat did he say ? I 
quote from The Statesman, Delhi, 
dated 15-11-1981 as follow s:

“ Refuting the suggestion that the 
International Monetary Fund has 
imposed exceptional conditions on  
India, D r. Bhabatosh Datta, for-
merly Chief o f the IM F ’s South-
East Division, explains that the 
terms are always “ harsh”  and that 
there was no need for India to 
invoke them by borrowing such a 
huge amount” *

H e says that we have put our neck 
in the most difficult situation in the 
net o f the International Monetary  
Fund which is going to create a 
disastrous situation in India. He 
concludes by saying:

“ One solution, he suggests, would 
be for India voluntarily to refrain 
from claiming subsequent instal-
ments from the International 
Monetary Fund” . .

Therefore, I would request that the 
Finance Minister after having heard 
not only on the floor o f this House, 
but also the experts outside and the 
Indian public opinion should very 
seriously give a thought to cancelling 
the International M onetary Fund 
loan and he should review his policies 
and try to raise internal resources to 
meet this difficult situation.

SH R I R. V E N K A T A R A M A N :  
M r. Deputy-Speaker, Sir, after a long 
debate it is Tather tiresome for most 
M em bers to hear again a long speech.
I shall, therefore, confine my reply 
to the salient points which have been 
raised in the course o f the debate.

In the course o f the debate certain 
questions were asked. They require 
answers. There were certain opi-
nions expressed as their own, as their 
interpretation. Then there was a 
general discussion and then there was 
a tirade. So, 1 will have to sort out 
m y replies to each one o f these things 
in an appropriate way and meet the 
points raised. ,

P R O F . M A D H U  D A N D A V A T E :  
Tirade against tirade.

SH R I R . V E N K A T A R A M A N :
I propose to ignore the last. D o  
you need it ?

A t the outset 1 would like to ex-
press my sincere thanks for all the 
persons who have contributed, to the 
debate. 1 am very happy that all 
Mem bers who participated in the 
debate had made a thorough study of
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the M em orandum  which the G ovt, 
submitted, the assessment made by 
the IM F  staff and have very carefu lly 
analysed and compared the one with 
the other, and I want to thank them 
for drawing my attention to certain 
things for which my reply is needed.

Sir, broadly I will deal with the 
points which require explanation. 
Shri Indrajit Gupta raised the point 
as to how this money is going to be 
used, and this seems to be worrying 
a large number o f M em bers. 
This loan is not a budgetary sup-
port. This is only an assistance to 
meet the foreign exchange deficit 
o f the Government o f India. This 
Rs. 5 ,000 /- and odd crores will not 
be brought into budget at all. It 
cannot be spent on any o f the things 
on which many Members wanted it 
should be done. In fact some people 
even thought that it should be dis-
tributed, being such a large amount.

M R . D EPU T Y -S P E A K E R : There 
is a Private M embers’ Resolution for 
the increase in salary and allowances 
o f the Members o f Parliament. The 
discussion is going on.

SH R I R. V E N K A T A R A M A N :  
Even for such a laudable object. I 
cannot spend this money. This will 
only be a support for the foreign 
exchange deficit. I have mentioned 
in the course of my introductory state-
ment this morning that at the end o f  
this year there would be deficit on  
current account o f about Rs. 3,000  
crores at the end o f this year. 
If it continues for another year 
then Rs. 3,500 and odd crores 
which is now foreign exchange 
reserve in our possession will be ex-
hausted and we will have no foreign 
exchange whatsoever to meet our 
essential obligations and i f  at that time 
we want and try to borrow, I said, 
we will not be able to borrow. W e  
shall have to go and beg. T o-day w§

are in a position o f strength— with 
foreign exchange reseive o f  about 
R s. 3 ,500 /- crores. W e  are raising 
this loan and this loan cannot 
be used either for budgetary 
purposes, for defence purposes 
or for internal administration or 
anything o f the kind. But indirectly 
it will have one salutary effect. T he 
foreign exchange which we would 
otherwise have to meet from  our own 
earnings could be used for better 
purposes, particularly for internal use. 
But this amount as such will be trans-
ferred to the Reserve Bank o f India 
and people who want the foreign ex-
change must pay in rupees to the 
Reserve Bank o f India and 
request release o f foreign exchange 
from the Reserve Bank o f Inc:ia. 
T his is the modality o f  operation.

The question was asked, is it neces-
sary to have this large lean ? W l.at 
1 have established is only a line o f  
credit. 1 have not borrowed Rs.
5,000 crores but 1 have established 
a line o f credit by which 1 would be 
entitled to borrow upto Rs. 5,000 
crores in the course o f three years, if 
I want. A s the present moment it 
appears that we may require it. But 
there are possibilities o f our not being 
under pressure to use this money 
under certain circumstances. (Inter-
ruptions) For instance we may in-
crease our oil production and if we 
increas; our oil production then our 
import o f oil will go down and to that 
extent we will not be requiring foreign 
exchange.

Shri Indrajit Gupta said your re-
finery capacity is fully.employed, what 
will you do ? W hat is usually done 
in international oil business is you 
swap the crude for the product and if 
we,produce a larger quantity o f crude 
in our country, we will be able to swap 
crude for the products with other 
countries and we will be able to re-
duce to a very large extent our import 
o f oil am* oil products.

I am a believer o f God and G od  
willing, it may be that if the prospects 
which we have in oil exploration,
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particularly in the Bom bay High, in 
the Godawari Basin and the Cauvery 
Basin prove to be successful in the 
course o f  seven or eight years, it would 
be possible to reduce our dependence 
on imported oil to become more or 
less self-sufficient. In the course 
o f seven to eight years, it would 
be possible to reduce our de-
pendence on imported oil and to be-
come more or less self-sufficient. But, 
in any event, we expect upto 1984-85, 
7 0 %  o f  our requirements would be 
met by us and about 3 0 %  will have to 
be imported. This is the present 
arrangement. Therefore, with that 
sense o f confidence, we have gone 
ahead. W e  do not want to go and 
borrow a small amount now and then 
if you do not immediately get this oil 
in the next year, then you have to go 
again and in which case we would 
have exhausted our foreign exchange, 
gone to them under the.conditions in 
which they would be able to impose, 
What you now call, the stringent con-
ditions. That is the reason why we 
have gone for this large loan o f Rs.
5,000 crores. A s I said, it is only a 
line o f credit and it is not total.

This will lead to the next question 
as to how our total debt position is 
increasing. Assum ing that we will 
take all this Rs. 5,000 crores, our debt 
position will increase.

Today, at the end of* M arch, 1980, 
it would be around Rs. 16,000 crores. 
Then, at the end o f  five years, in 
1984-85-, it will be Rs. 21,000 crores. 
But the IM F  has itself said that our 
debt servicing charges will only be ten 
and odd per cent o f our receipts. 
Y ou will have noticed in page 10 o f  
IM f? Docum ent that they have analys-
ed as to what would be the receipts 
and expenditure in foreign exchange 
and then they have said that our 
liability will only be 10%  o f our 
receipts- T h e result is that it is not 
goiftg to. be such a heavy burden as 
people apprehended. After all, it, is 
natural for the country to feel wor-

ried that because o f  Rs. 5,000 crores, 
it is going to be a very big burden. 
But it will not be so because w e are 
anticipating our increase in exports, 
our increases in oil production and we 
have m ade a projection o f all 
these things and reached a conclusion, 
to which the IM F  experts have also 
agreed ai\d they have^ said that- it 
would come to only 10% .

Then, Shri Satish A gaiw al has 
mentioned that we will not be.allowed 
to draw “ 900” . I said, in m y state-
ment on N ovem ber, 23rd, that we 
would be allowed to draw SD R .,900  
by 30th June, 1952. Upto this March  
we will draw 600 million. There 
is no doubt about it.

There is then going to be perfor-
mance guarantee. Please make a 
note between performance guarantee 
and review. The performance gua-
rantee is about the monetary ceiling, 
the monetary ceiling being that the 
Government borrowings shall not ex-
ceed 30981 crores and the entire total 
borrowings commercial as well as 
Government shall not be exceeding 
74,181 crores by M arch 26, 1982. 
W ell, as I also explained in 
the morning, there is absolutely 
no apprehension whatsoever 
o f our exceeding these limits 
by 26th M arch, thanks to the buo-
yancy in our revenues and also  the 
Bonds which promised to be very 
successful. I said, “ There is. not 
going to be any apprehension and 
there is no problelm about the 
d raw alof this money” :

N ow , one point which Shri I$iju 
Patnaik has said is that ’the oil pripes 
went up only by 120 %  whereas our 
outflow? on foreign exchange has

frown from Rs. 1,700. crores to  Rs.
;700 crores, please explain’ .. N ow , 

h\s figures are not correct. The  
average price o f  oil went up from  
$ :1 4 .3 i  per barrel in 1978-79>to £  36  
f>er barrel. That is a little over 2*1/2  
times, and therefore, the figures, which 
he got, were not correct. '• ‘
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Over and above that, there were 
one or two other disturbing factors. 
One was that owing to the agitation 
in Assam , we could not do any refin-
ing at all in Assam and that itself cost 
us nearly a thousand crores o f rupees. 
That one-year closure o f the Assam  
oil fields cost the Government about 
Rs. 1,000 crores and we had to in-
crease our imports. 1 he quantity 
o f imported oil and petroleum pro-
ducts rose from 1 8 .6  million tonnes 
in 1978-79 to 2 3 .3 4  million tonnes in 
1980-81 because o f the Assam situa-
tion and an increase in the oil con-
sumption in the country. Therefore, 
taking all these things together, the 
oil bill went up from Rs. 1,700 crores 
in 1978-79 to nearly R s. 3,700 crores 
in 1979-80 and to R s. 5,500 crores in 
1980*81. So, there is nothing to 
explain. These are the facts in res-
pect o f  this.

One o f the other questions asked 
was: Could our borrowing liabilities 
increase if the dollar appreciates 
further ? Our purchases are only o f  
S D R  and unless S D R  increases in 
value, it will have no effect so far as 
the dollar is concerned. Therefore, 
the dollar-SD R ratio will decide our 
borrowing and our liability thereon.

Then, some H on. M em bers said, 
we could have used our monetary gold 
and, by selling it, we could use it for 
our exchange requirements. 
The total quantity o f gold that we 
have in our reserves is 2 6 7 .2 9  tonnes. 
The international market price, as on 
Novem ber 20, is Rs. 1185 per 10 g. 
and, on that basis, the total value is 
Rs. 3167 crores. 1 do not think the 
House will ask me to kill the goose 
that lays the golden egg. I f by one 
stroke 1 sell this gold, even the cre-
dibility which I command in the inter-
national market o f having a certain 
quantity o f gold reserve in my hand 
would be gone and we would be left 
without any reserve worth the name 
and our credibility and credit worthi-
ness in the international market will 
go*down< _

A bout the debt servicing, I have 
already mentioned. r

I will now deal with some o f the 
other issues which have been raised. 
Some H on. M em bers said that the  
experience o f some o f the countries 
like T anzania or Jamaica has been 
very unhappy and, therefore, 
we should take a lesson 
from them and we should not 
have gone into this arrangement at 
all. 1 would like to mention that as 
many as 21 countries entered into the 
arrangements o f this kind with the 
IM F  and, out o f these 21 countries, 
Kenya, Philippines, M exico and 
Egypt concluded their arrangement 
and completed it without any prob-
lem, without any difficulty. N ot only 
that. On account o f  using the Fund, 
the exchange reserve which they got 
for their advantage, Kenya was able 
to say that they did not want to draw  
the full amount. 1 hey were able to, 
as 1 am contemplating what 1 will do, 
say that they did not want to draw the 
full amount. M exico was another 
country which turned out to be later 
one o f the oil producing countries, It 
is now one of the OPLC countries. 
T hat country, when it drew the loan 
from the IM F , did not draw the full 
amount and its balance o f payments 
situation improved. Therefore, it is 
not that if you enter into any such 
arrangement, you will necessarily ccm e  
into this kind o f difficulty. If  
your programme and your policies for 
improving exports and increasing 
your export earnings succeed, then 
there will be no problem at all. If, as 
1 said, we are able to get some wind-
fall receipts by way o f oil discovery 
and oil development, then we would 
be in a much better situation. So, 
merely to say that some o f the coun-
tries have had sad experience and so 
we should not go in for this loan, 
would not be a logical way o f dealing 
with it..........(Interruptions)

D R . S U B R A M A N IA M  S W A M Y :  
W hat about the latest Bangladesh 
cancellation ?
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SH R I R . V E N K A T A R A M A N :
because some countries entered with-
out having any proper adjustment 
programmes. That is the point. I f  
they had proper adjustment program-
mes, then that is no problem. Even 
here, I want to say, and 1 want to as-
sure the Members that if, as they ap-
prehend, onerous conditons are im-
posed on us, which we do not think it 
would be possible, considering our 
economic strength and considering our 
present position in foreign exchange 
and so on, still if you think that such 
onerous conditions are imposed, it 
is not necessary that you have to ac-
cept them. W e can say that we forgo  
the loan. So, merely because we have 
entered into this arrangement it does 
not mean that we have bound our-
selves hand and feet. Some Mem bers 
are all the time saying: “ D o n ’ t be-
come a bonded labour o f the IM F ” . 
N obody would become a bonded  
labour o f the IM F  merely because we 
have agreed to enter into this agree-
ment. lt all depends on the economic 
strength o f the country and the politi-
cal will in th j country. These we 
have both the economic strength 
and the will in the country 
and it is not possible for anybody to 
dictate terms which are derogatory to 
national interest and national self 
respect. This is my point and the 
Prime Minister has assured once 
again the House, because it was re-
peated over and over again, the 
Prime Minister thought that it would 
be necessary to clarify this and give 
the assurance, which 1 think the 
nation will welcome.

It is not necessary to go into all the 
details about the various condition-
alities about the economic program-
mes. I have got all o f them tabulated 
here, about the reduction in subsidies, 
about the import policy, about the 
fiscal and monetary system and so on. 
Every one o f the items has been 
mentioned. Here the question is, are 
these terms and conditions derogatory 
to our national self-respect ? Se-
condly, are these terms and conditions

which you say are embodied in this 
agreement against our national 
interest ? lt may be said the that it 
may not be derogatory but it may be 
against national interest. W e  will 
not do anything which will be against 
our national interest. Or, it may be 
said that it m ay be in the national 
interest. But it may be derogatory 
to our self-respect. T hen, we will 
not accept and we will not d o . N ow , 
tnis is the this kind o f  thing O n the 
same conditions, it is possible for per-
sons to look at from  two different 
angles and say “ O h  ! these are very 
serious conditions” . It is possible 
for another person to interpret and 
say “ These conditions are not very 
serious conditions” . T hen it becomes 
the question o f outlook that you bring 
to bear on it possibly your own per-
sonal feelings about it or your back-
ground about it and so on. I f  I want 
1 will take one hour and go through 
all these items. I want to submit 
this for the consideration o f  the 
House that each one o f these items 
could be interpreted as a very strict 
conditionality. A t  the same time, 1 
assure you that it cannot be enforced 
on  us as a strict conditionality. So 
long as we do not accept it. W e say 
in respect o f  subsidies.............

A N  H O N . M E M B E R : Then we 
do not get the loan. .

SH R I R . V E N K A T A R A M A N :  
W e do not want the loan. It does not 
matter. There is no obligation. The  
whole point is this. Take one item. 
1 will take one item and explain. 
Take food subsidies. W e  have told 
them that we will only be bound by 
the policies which have been approved 
by Parliament and if the policy o f  
Parliament is that food subsidies 
should be given and if the IM  F thinks 
that this policy o f giving food subsi-
dies should be done away with, we 
will not accept it. T hat is the an end, 
o f the matter.

Then, take again the question o f  
imports. N ow  what we have said is,
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in order to increase our exports, we 
have liberalised our imports. It is 
not my policy. In  1978, your'Govern- 
ment liberalised the import policy say-
ing that in order to expand exports 
■and in order to increase the efficiency 
o f the local industry, certain measure 
o f impart as well as a certain m ea-
sure o f import technology is necessary. 
Some o f  our industries were suffering 
for want o f  raw materials, and we 
allowed them to import. Otherwise, 
the industries would have been dosed  
down and there would have been un-
employment. So, in the case o f these 
imports, the discriminatory import 
will be with the Governm ent: what-
ever is in the interest o fth e  country, 
to expand exports, for the purpose o f  
increasing otfr production, for <;x- 
panding our industrial base, we will 
allow that kind of im port; we 
will not allow import o f cosmetics 
and lipsticks; this is very clear; 
whoever may want it, whoever 
may say, it is not our inten-
tion and it is not our policy to allow  
imports o f things which are not going 
to allow expansion o f our exports or 
expansion o f  our production. You  
take any one o f these items and I will 
be able to explain to you thftt this is 
the position. So, merely looking at 
the terms if you just say, “ They say 
liberalisation o f  import o f  technology, 
liberalisation of the rules and regula-
tions about the private sector...,?etc. it 
is not correct. Take, for instance,ihe 
private sector. In the private sector, 
within the parameters which have al-
ready been fixed by this Government, 
we allow 'the fullest liberty for the 
■private sector tolproduce the maximum  
for the benefit o f the country. 
N ow , this is a matter in which som e-
times M r. Indrajit Gupta and myself 
cross swords. This is a policy which 
>has been accepted by the Govern-
ment, this is a policy on which this 
<5avernment- has been returned, that 
is, in respect o f  the private sector, 
within the parameters we have fixed, 
within the M R T P  A ct, within the 
FEiRA and all that, whatever is'neces- 
sary to enable them to produce the

maximum in the country,for the bene-
fit o f  the country, for increasing pro-
duction, we will allow, but we will not 
allow anything which is imposed on  
us for the purpose merely o f encourag-
ing the private sector as against the 
public sector. A s a principle or as a 
philosophy that the private sector will 
be given a precedence, it will not be 
accepted unless it is within the para-
meters which we have fixed. Again  
I want to tell you about the public 
sector—even in the assessment which 
they have made they have said this—  
that the public sector, in the Plan 
period, will increase by about 14 per 
cent. Therefore, there is no question 
o f the public sector being denigrated 
in any way. Here again, the policy  
o f  t h e  G o v e r n m e n t  is  t h a t  t h e  p u b l i c
sector will have the commanding 
heights in our economy, and in pur-
suance o f that philosophy, we will do 
everyting. In order to enable the 
public sector itself to have the com -
ma .id ing heights as well as to function 
efficiently, if it becomes necessary to 
import certain technology, to import 
certain raw materials, to import some 
equipment, then we will not stand in 
the way o f such imports as will enable 
the public sector to function efficiently. 
M t .  Indrajit Gupta said that we had 
used the words “ for efficiency” ; im -
ports would be allowed to increase 
efficiency. Y e s ; it is only in this 
sense that these words have been 
used.

W hat we have stated in our M e -
morandum is the binding document. 
The others will be their approach, they 
will come and talk to us, they can ex-
plain to us, mention to us, argue with 
us, but they cannot say that we have 
accepted this particular interpreta-
tion Which they have put. This is my 
submission to the House.

T  do not want to take more time o f  
the House, lt is already 9-00  
O ’CJlock. l  only want'to say that, sp far 
as international agreements are con -
cerned, in our system, they are never
placed. they are never discussed in the
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H ouse. Therefore, I said t h a t . it 
could not be done; in addition, I said, 
it would have embarrassed me. I 
wanted the loan to go through for 
various reasons because, without that, 
I would be in a weaker position; to-
day I am  in a. stronger position both 
with regard to IM F  as well as in the 
monetary market, the Euro-dollar 
M arket, and so on.

1 thank you very much. I now re-
quest the H on. M em bers to withdraw 
their Substitute M otions.

M R . D E P U T Y -S P E A K E R : In  
view o f the observations made by the 
M inister, are the H on. M em bers in-
sisting on their Substitute M otions ?

S O M E  H O N . M E M B E R S : Y es.

M R . D E P U T Y -S P E A K E R : Then  
each Substitute M otion  has to be put 
to the vote o f  the House.

21-00 hrs.

The question is :

‘ That for the original motion, the 
following be substituted, nam ely:—

s

“ This House, having considered 
India’ s extended arrangement with 
the International Monetary Fund, 
expresses its disapproval o f  the 
conditions imposed by the IM F  
which constitute an infringement on  
India’ s independence to pursue her 
own economic policies rooted in 
the needs and interests o f the com -
mon m en..”  ( 1)

The Lok Sabha, divided:

Division No. 1 21*07 hrs,

A Y E S

Acharia, Shii Basudeb 
Agarwal, Shri Satish 
Barman, Shri Palas 

Basu, Shri Chitta 

Bhattacharyya, Shii Sushil 
Bhim Singh

Chakraborty, Shri Satyasadhan, }*
Chatterjee, Shri Somnath  
Chaudhuri, Shri Tridib 

Choudhury, Shri Saifuddin 

Dandavate, Prof. M adhu  
G hosh, Gosw am i, Shrimati Bibha. 
Giri, Shri Sudhir 

Gupta, Shri Indrajit 
Haidar, Shri Krishna Chandra 

Hannan M ollah , Shri 
H asda, Shri Matilal :

Jatiya, Shri Satyanarayan 
Jha, Shri Bhogendra 
M aitra, Shri Sunil 

M isra, Shri Satyagopal 
M oham m ed Ismail, Shri ,
Mukherjee, Shrimati Geeta 
Mukherjee, Shri Samar 
Pal, Prof. Rup Chand 
Rajda, Shri Ratansinh 
R oy, Shri A .K .

R oy, D r. Saradish 
Saha, Shii Ajit Kumar 
Saha, Shri Gadadhar 
Saran, Shri Daulat Ram  

Shastri, Shri Ramavatar 
Singh, Shri B .D .
♦Swamy, D r. Subramaniam  

Unnikrishnan, Shri K .P .
Varm a, Shri Ravindra 
Zainal Abedin, Shri

* Ho voted by mistake from a wrong seat 
and later informed the speaker 
accordingly. ’
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N O E S

A h m ed, Begum Abida ‘

Anuragi, Shri Godil Prasad 

Arakal, Shri Xavier 
Bajpai, D r. Rajendra Kumari 

Baleshwar Ram , Shri '

Bansi Lai, Shri 
Barot, Shri Maganbhai 
Behera, Shri Rasabehari 

Bhagat, Shri B .R .
Bhagat, Shri H .K .L .
Bhakta, Shri Manoranjan  
Bhoi, D r. Krupasindhu  
Bhuria, Shri Dileep Singh 
Birbal, Shri
Chandra Shekhar Singh, Shri 
Chaturvedi, Shrimati Vidyawati 

Chaudhary, Shri M anphool Singh 
Chavan, Shri S.B.
Chaudhury, Shri A .B .A . Ghani Khan  

D abhi, Shri Ajitsinh  
Dalbir Singh, Shri 
D ogra, Shri G .L .
Ekka, Shri Christopher 

Era Anbarasu, Shri 
Faleiro, Shri Eduardo 
Fernandes, Shri Oscar 

Gadgil, Shri V .N . ■
Gam it, Shri Chhitubhai 
Ghorpade, Shri R .Y .
Gouzagin, Shri N .
G ow da, Shri D .M . Putte 

Jain, Shri Nihal Singh 
Jamilur Rahman, Shri 
Jena, Shri Chintamani 

K am al Nath, Shri 
Karm a, Shri Laxman 
lyidwai, Shrimati M ohsina  

Kochak, Shri Ghulam  Rasool 
Kuchan, Shri Gangadhar.S* 
Lakkappa, Shri K .

•Madhuri Singh, Shrimati 

M ahala, Shri R .P . « ;

M allick, Shri Lakshman 

Mallikarjun, Shri 

M allu , Shri Anantha Ramulu 

M ishra, Shri Gargi Shankar 

M ishra, Shri Ram  Nagina' 

M ishra, Shri Um a Kant 
M isra, Shri Harinatha 

M ohanty, Shri Brajamohan 
M otilal Singh, Shri 

M urthy, Shri M . Rajashekhara 

M athu Kum aran, Shri R . 
Nagina Rai, Shri 
Nam gyal, Shri P.

Pandey, Shri Kedar 

Patel, Shri Ahm ed M oham m ed  
Patel, Shri Amrit 

Patel, Shri C .D .

Patel, Shri Shantubhai 

Patel, Shri Uttambhai H .
Patil, Shri Shivraj V .

Patnaik, Shrimati Jayanti 

Phulwariya, Shri Virda Ram  
Poojary, Shri Janardhana 
Prabhu, Shri R .

Pradhani, Shri K .
Rahim, Shri A .A .

Raju, Shri P .V .G .

Ram , Shri Ramswaroop 
R ao, Shri M .S . Sanjeevi 

R ao, Shri M . Satyanarayan 
Rathod, Shri Uttam  
Raut, Shri Bhola 

Reddy, Shri M . Ram  Gopal 
Reddy, Shri P. Venkata 

Sahi, Shrimati Krishna 

Saminuddin, Shri 
Satish Prasad Singh, Shri 
Shanmugam, Shri P.

Sharma, Shri Kali Charan 
Sharma, Shri M undar 
Sharma, Shri Nand K ishom
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Sharma, Shri Naw al Kishore  
Sharma, D r. Shankar Dayal 

Shastri, Shri Dharam  Dass 

Shastri, Shri Hari Krishna 

Shiv Shankar, Shri P.
Solanki, Shri Babu Lai 

Sparrow, Shri R .S .

Stephen, Shri C .M .
Subba, Shri P .M .

Sukhadia, Shri M oh an  Lai 
Swaminathan, Shri R .V .
Tayeng, Shri Sobeng 
Tayyab Hussain Shri 

Tewary, Prof. K .K .
Thorat, Shri Bhausaheb 

Tripathi, Shri Kamalapati 

Varm a, Shri Jai Ram  
Venkataraman, Shri R .
Verma, Shrimati Usha  

Virbhadra Singh, Shri 
W agh, D r. Pratap
W asnik, Shri Balkrishna Ramchandra

M R . D E P U T Y -S P E A K E R : Sub-
ject to correction, the result* o f  the 
division is: Ayes— 3 7 ; N oes— 105.

The motion was negatived.

M R . D E P U T Y -S P E A K E R : M r. 
Ramavatar Shastri, are you pressing ?

SH R I R A M A V A T A R -S H A S T R I : 
O nly voice vote.

M R . D E P U T Y -S P E A K E R : I 
shall now put Substitute M otion  N o .
2 moved by Shri Ramavatar Shastri.

Substitute Motion No. 2 was put 
md negatived.

M R . D E P U T Y -S P E A K E R : N o w  
the substitute m otion by Shrimati 
Geeta M ukherjee. A re you pres-
sing ? .

S M T . G E E T A -M U K H E R J E E  : 
Yes. I want a division.

M R . D E P U T Y  S P E A K E R : Let 
the lobbies be cleared. N ow  the 
lobbies have been cleared. I shall 
put the Substitute M otion .

The question is:.

“ This H ouse, having considered 
India’ s extended arrangement with 
the International M onetary Fund, 
expresses its grave concern and 
strong disapproval at the way the 
5 million Dollar S D R  loan is being 
taken by the G ovt, o f India and the 
conditionalities attached to it by the 
IM F  which cuts at the very root 
o f India’ s economic independence, 
throws India’ s door wide open to 
the rapacity o f multinationals, gives 
IM F  virtual powers to dictate eco-
nomic policies detrimental to the 
toiling masses o f  India, foists anti-
democratic political measures on  
out country and is detrimental to 
our national sovereignty and 
honour and recommends that it be 
scrapped forthwith.”

M R . D E P U T Y -S P E A K E R : Those  
in favour may say ‘ A ye ’ .

S O M E  H O N . M E M B E R S : ‘A ye ’ .

M R . D E P U T Y  S P E A K E R : Those  
against m ay say say ‘ N o ’ .

♦The following Members also recorded - 
their votes:

AYES Sarvshri A. Neelalohithadasan 
Nadar, Chandrajeet Yadav and ' 
Ajit Beg;

NOBS Sarvshri Krishan Dutt Sultanpuri 
•nd Girdhari Lai Vyaii
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S O M E  H O N . M E M B E R S : ‘ N o ’ .

M R . D E P U T Y -S P E A K E R : I 
think the ‘ N oes’ have it, the ‘N oes’ 
have it. The Substitute M otion  is 
negatived.

S H R IM A T I G E E T A ' M U K H E R -
JEE (Pauskura): N o , Sir, the ‘Ayes’ , 
have it.

M R . D E P U T Y -S P E A K E R : It has 
already been-put and negatived. A t  
that time you did not raise any ob-
jection.

The motion was negatived

M<R. D E P U T Y -S P E A K E R : I shall 
now put Substitute M otion  N o . 4 o f  
Sftri Indrajit Gupta to vote.

Substitute Motion No. 4 was put 
and negatived.

M R . D E P U T Y -S P E A K E R : The  
question is:

“ This House, having considered 
India’ s extended arrangement with

• the International M onetary Fund, 
if o f  the view that it seriously 
affects and. infringes the economic 
independence o f the country and 
firmly recommends that—
(a) offer, o f the IM F  should be re-

jected ;

(b) path o f self-reliance should be 
reaffirmed; and

(c) probe should be started by a 
Committee o f Mem bers o f Par-
liament against the forces sub-
verting the country’ s economic 
independence by inviting condi-
tional aid o f  the IM F .”  (6)

Lok Sabha divided,

Division No, 2, - 21-15 bp*

A Y E S , -  ■ ; :

Acharia, Shri Basudev 

Agarwal, Shri Satish,< \ ,

Barman, Shri Palas.

Basu, Shri Chitta 
Bhattacharyya, Shri Sushi 1 1 
Bhim Singh, Shri* ; *
Chatterjee, Shri Somnatl*, 
Chaudhuri, Shri T rid ib .

Choudhury, Shri Saifuddin > 

Dandavate, Prof, M a d h u .
Ghosh Gosw am i, Shrimati Bibha
Giri, Shri Sudhirr
Gupta, Shri Indrajit
Haider, Shri Krishna Chandra*
Hannan M ollah , Shri
Hasda, Shri M atilal

Jatiya, Shri Satyanaray«n •

Jha, Shri Bhogendra 
Maitra, Shri Sunil 
M isra, Shri SatyagopaJ 
M oham m ed Ismail, Shri 
Mukherjee, Shri Samar 
Nadar, Shri A . Neelalohithadasan 
Pal, Prof. Rup Chand  

Rajda, Shri Ratansinh 
Roy, Shri A .K .
Roy, D r. Saradish 
Saha, Shri Ajit Kumar  
Saha, Shri Gadadhar 
Saran, Shri Daulat Ram  
Shastri, Shri .Ramavatar 

Singh, Shri B .D , *

Varma, SJiri Rayindra 
Yadav, Shri Chandrajit 
Zainal Abedin, Shri .■ >.

NOES :

Ahmed,.Bjeguju.Abida .
Anuragif.Shii G odil Prasad
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Arakal, Shri Xavier 
‘V B ajpai'D r. Rajendra Kumari 

.,BaleshwariRam, Shri ‘ .. '

Bansi Lai, Shri 
lvBarot, Shri Maganbhai .

Behera, Shri Rasabehari 
Bhagat, Shri H .K .L .

Bhakta, Shri M anoranjan  

Bhoi, D r. Krupasindhu  
Bhuria, Shri Dileep Singh 
Birbal, Shri *

Chandra Shekhar Singh, Shri 
Chaturvedi,'Shrimati Vidyawati 

Chaudhary, Shri M anphool Singh 
Chavan, Shri S.B.
Choudhury, Shri A .B .A . Ghani Khan  
Dabhi, Shri Ajitsinh 

'D albir Singh, Shri 

.D ogra, Shri G .L . -
Ekka* Shri Christopher 
Era Anbarasu, Shri 

Faleiro, Shri Eduardo 1
Fernandes, Shri Oscar 
Gadgil, Shri V .N . .

Gam it, Shri Chhitubhai 

^G horpade, Shri R .Y .
Gouzagin, Shri N .

* G ow da, Shri D .M . Putte 
. Jain, Shri Nihal Singh 

Jamilur Rahman, Shri 
Jena, Shri Chintamani 
K am al N ath, Shri 
Karm a, Shri Laxman 

Kidwai, Shrimati Mohsina 

Kochak, Shri Ghulam Rasool 

Kuchan, Shri Gangadhar S. 
Lakkappa, Shri K .
Madhuri Singh, Shrimati 

M ahala, Shri R .P .
M allick, Shri Lakshman 
Mallikarjun, Shri 
M allu , Shri Anantha Ramulu 

Mishra, Shii Gargi Shankar

M ishra, Shri Ram Nagina 

Mishra, Shri U m a Kant • *
M isra, Shri Harinatha . ;

M ohanty, SJiri Brajamohan . . . /  • 
M otilal Singh, Shri . • .

M urthy, Shri M .,R ajash«khara  

M utuh Kum aran, ShriiR.
Nagina Rai, Shri

Nam gyal, Shri P. . y ,

Pandey, S hriK edar .

Patel, Shri Ahm ed.M oham m ed  
Patel, Shri Amrit «
Patel, Shri C .D .
Patel, Shri Shantubhai 

Patel, Shri Uttambhai H .

Patil, Shri Shivraj V .
Patnaik*, Shrimati Jayanti 

Phulwariya, Shri Virda Ram  
‘Poojary, Shri Janardhana 

•‘ Prabhu, Shri R.
Pradhani, Shri K .
Rahim, Shri A . A .  *

Raju, Shri P .V .G .

Rani, Shri Ramswaroop  
Rao, Shri M .S . Sanjeevi , '

Rao, Shii M . Satyanarayan 
j Rat hod, Shri Uttam •

Raut, Shri Bhola *.
. Reddy, Shri M . Ram Gopal 
4 Reddy; Shri P. Venkata ’ -
^ Sahi, Shrimati Krishna > '

Saminuddin, Shri* 1 4

Satish Prasad Singh, Shri 
Shanmugam,’ Shri P.

Sharma, Shri Kali Charan  
Sharma, Shri M undar 

Sharma, Shri Nand Kishore 
Sharma, Shri Nawal Kishore 
Sharma, D r. Shanker Dayal 
Shastri, Shri Dharam b ass  
Shastri, Shri Hari Krishna 
Shiv Shankar, Shri P.

Solanki, Shri Babu Lai



Sparrow, Shri R .S .

Stephen, Shri C .M .
Sukhadia, Shri M ohan Lai
Sultanpuri, Shri Krishan Dutt

Swaminathan, Shri R .Y .
Tayeng, Shri Sobeng
Tyyab Hussain, Shri

Tewary, Prof. K .K .
Thorat, Shri Bhausaheb
Tripathi, Shri Karaalapati

Varm a, SHH Jai Ram
Venkataraman, Shri R .
Verma, Shrimati Usha

Virbhadra Singh, Shri
Vyas, Shri Girdhari Lai

W asnik, Shri Balkrishna Ramchandra

M R . D E P U T Y -S P E A K E R : Sub-
ject to correction the result* o f the
division is: Ayes— 3 5 ; N oes— 104.

The motion was negatived.

M R . D E P U T Y -S P E A K E R : I shall
now put the Substitute M otion  N o . 8 
o f Shri Chitta Basu to vote.

Substitute Motion No. 8 was put and
negatived.
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* The following Members also recorded 
their votes for 'AYES’ : -

Shrimati Oita Mukheijee and Shri Ajit Beg.

M R . D E P U T Y  S P E A K E R : I shall
now put the Substitute M otion  N o . 10
o f  Shri Satyanarayan Jatiya to vote.

Substitute Motion No. 10 was put
and negatived.
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21-14 hrs.

BU SIN ESS A D V IS O R Y
C O M M IT T E E

T w e n t y -s b c o n d  R e p o r t

T H E  M IN IS T E R  O F  P A R L IA -
M E N T A R Y  A F F A IR S  A N D
W O R K S  A N D  H O U S IN G  (SH R I
B H IS H M A  N A R A IN  S IN G H ): Sir, 1 
I beg to present the Twenty-second
Report o f  the Business Advisory j 
Committee. |

21-15 hrs.

The Lok Sabha then adjourned till
Eleven of the Clock on Thvrsdayt 
December 3, 19811A gr aha yana 12,
1903 (Saka). 1


