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MR SPEAK.ER: Sbrl K.aawar Lal 
Gupta Is not here. Now, has Sbri Vajpayee 
the leave of the House to withdraw his 
Resolution? 

SOME HON. MEMBERS: Yes. 

The Re,olurlo" MIa., by lea.e, wlrhdraw". 

17.10 hrl. 

RESOLUTION RE : FOREIGN 
TRADE POLICY 

SHRI D. N. PATODIA (Jalore): Sir, 
move: 

"In view of the adverse effect caused 
on India's foreian trade by the wron~ 
pattern of trading adopted in the case 
of East European countrie., includinll 
Russia, this House resolves that the 
foreign trade policy of the Government 
of India. particularly with East 
European countries and Russia, be 
suitHbly chanlled." 

17.101 bra. 

fMr. Depaly-Speaker I" th. Chair.) 

Sir, Ihe subject matter of tnday's dis-
cussion, n~mely the pallern of India's trade 
wilh tbe East European countries and 
Russia, has been discussed on several occa-
sions on the Hoor of this House and oul-
.ide. The Treasury Benches have In the 
past complimented themselves on leveral 
occasions for various so-called acbievements 
of tbe tradlnll pattern from 1950 onwards. 
Tbe speciHc points D1ade by the Govern-
menl and the Treasury Benches, While 
complimentlnll themselves on Ihls tradinll, 
are tbe few wbich I would like 10 Ilale be-
fore I come to lOY point. 

They claim that when Ihls tradlnll 
slarted in 1950, India's exporls 10 Ibese 
countries were practicall) nill, leas than I 
per cenl, and that by virtue of these trad-
1011 allreements by 1965·66 the tOlal percen-
tale of ollports to these countries rOle 10 
18 per cenl; similarly, Imporl a Iso wont up 
to II per cent 

They also claim Ihllt tradinl with tbese 
countries had helped India 10 increase thf 
volume of eltporl wblch would nOI bave 
boon possible ~ad lodla aliI ,Dlorod IIIt9 

tbese bilateral trade allreements. Tho tblrd 
claim Ibat is made by the Ministry Is Ibal 
India's requirement of certain basic mate-
rial would not bave beeo met bad tbey nOt 
entered iuto this allreements and had they 
not oblained these materials from Russia 
and other Easl European countries. 

They also feel tbat by openioll up tbis 
new avenue of trading wilh tbese countries 
India could sell her materials in a beller 
way, at more competitive rates, and there-
by obtain beller rates all over the world 
for wbatever was available for Cltporl. 

These arc the arluments of wbicb all of 
us arc aware. The House is accustomed 
to listen to all or them. But Ihis . i. not 
the enlire story and tbe correct storv. The 
story, if we 110 deeper into it, is somethinll 
very different. The point that need to be 
e~amined i. whether we got any worth 
while economic beneHt by these tradinll 
Rereenlents, whether il really, in effecl, 
increa.ed our volume or eltport in tbe 
manner projecled by the Ministry and 
whelher we could, in turn, benefil our 
economy either in the mailer of raisinll 
productivity or in Ihe mailer of diversiflca-
lion of our non-traditional products. Jr we 
examine Ihem In Ihis backllround, we will 
HnJ thaI Ihe story is somethinll very differ-
ent. 

But before I come to the comparative 
Haures, I would brieOy deal with the back-
,round, the mechanism, the conlent and 
the pattern of trade thaI has emerllOd out 
of Ihese allreements witb the Easl Europea n 
counlries. The bloc of these Easl European 
countries, parllcularly Soviet Russia, after 
the Second World War, from 1950 onwards, 
started industrial upansion in a bill way. 

SHRI NAMBIAR (Tlruchirappalli): 
Is it wrona to trade with such countries? 

SHRI D. N. PATODIA: It is nol 
wrona to Irade, but it is wronll 10 trade In 
Ibe wily we bave traded wllb lbem. That 
is the point of allack. 

Compared 10 1950, in 1955 tbe Indu.-
trial production of tbese counlries rose by 
86 per cent. Tbe same produclion rose by 
304 per cent in 1966. There was Bn eapan-
sion of tradiol activity aDd tbelO countries 
were in need of materials of all types to be 
pllrcba,ed. By pllrcbuiDa from India, by 
Wbicbover .. ns, tb~ dill 1I0t allow InT 
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favour to IDdla. 
malerlal ..... 

They Deeded Ibose 

THE MINISTER OF COMMERCE 
(SHRI DINESH SINGH): Is Ihe hOD. 
Member IrylDg 10 make out that other 
couDtries are purchalln. IDdian .oodl even 
if they do nOI need them? 

SHRI D. N. PATODIA: Thai is not 
Ihe poinl. Bul Ihe hOD. Minister has been 
makin. out that in all Ihese aareemenls, 
Russians have shown a favour 10 us. He 
will have an ample orportunily to reply. 
I would request him to reply to these 
points when I have finished. 

SHRI DlNESH SINGH: Nobody 
Ibows any favour in Irade. 

SHRI D. N. PATODIA: The 
US.S.R. brou,hl these materials becauso 
they needed them; the East European 
count r1~s bou,ht these material. because 
they needed them. If India would not 
have supplied, they would have purcha8ed 
from somewhere el8e. This is one back-
"round of this tradin,. 

The other background, more parti-
cularly, in the calc of Ru.sia Is that their 
trading policies are not decided on their 
economic strategies. Their tradinll policies 
are moulded and 8hapod iD accordance 
with their political stratellY. With Ihose 
two backgrounds, I would now 110 ahead 
in e~plaininl the pallern, Ihe mechanism 
and Ihe working of this tradinl. 

MR. DEPUTY-SPEAKER: No coun-
try's pattern is mere shru.tic. 

SHRI D. N. PATODIA: The Irade 
pattern of olhor couDtries Is free trade. 
You can buy from aDywhore you like; you 
can lell 10 any country you IIko. The 
curreDcies are iDter·chaD,eable. You caD 
p~y in any way you like. You can have 
surplus with some countries aDd de6cit with 
otber couDtries. Therdore, it Is not a 
rl.ld pallern .s it bas been in the ca~ of 
Runia aDd the Ealt European countriOi. 

SHRI DlNESH SINGH: Wblch 
country has free trade 1 

SHRI D. N. PATODIA: CaD Ibe 
hon Minister lell me wbetbor COUDtrloa in 
Ihe Easl EurollOan market have 'roe Irade? 
T~ke Iho calC of lapID. I. it not a fr_ 
IH~; ~,)~lItrt 1 T.ko tlto ~u. gf (,p~ .. II 

It Dol a fr_lrld e country? CaD you 
DOt purchale wbatover you Ute and can you 
nol 1011 whatever you like? So lonl as 
you have money to purchase ,oods Ind Iho 
goods 10 sell. you can do. 

Now, I am comlnl 10 Iho polDt from 
where I starled. One of tbe claims made 
by Iho Ministry Is Ihal compared 10 1950-
1951, Ibey have been able 10 raise Ibl! 
volume of o~port, and thai hal been raised 
from R •. 2 crores in 1950-51 10 Rs. 156 
crores In 1965·66, and to Rs. 224 
crores in 1967-68. Tho IIlure of 
Rs. 224 crore. is a post-dovaluation IIlur •. 
Therefore, In Items of pre·devaluation 
period, It is very much loss, that is, aboul 
R •. 175 crores. 

Whal are Ihe hems exported alalnst 
Ihem 1 The Items exported are jule maDU' 
factures, tea, black pepper, caabow oull 
loatber, SpICOI, coffee, hides and sklnl, 
cOllon waite, cakes, raw wool aDd.o on 
and 80 forlh. Those are Ihe Iradltlonal 
items whicb constitule more tban 75 per 
cenl of Ihe lolal volume of expnrls 10 Ihese 
countries, The lupply of Iboso Iradltlonal 
itoms is limited by Ihe factor o( availability 
in our couolry. Wo caonOI tlo on e~pand­
ing the exports of Ihese itoms to any extent 
we like, Tberefore. whelher you exporl to 
country 'A' or 10 couDtry 'B' or 10 couotry 
'C', the 10lal volume of exports CliO not be 
r~ised beyond a certain poiDI. Our mar-
ketl were Ibere for Ih_ Item.. Simply by 
virtue of Ibe fact Ihat we Itarted exporlinll 
these iteml to tbe Eillt European countries, 
our Iradltional markell wbieb uled 10 pur-
chase Iheae commodities from us, iD the 
past, bad 10 .ook aod mOlt Iheir demlnds 
from olher counlrlel. Tilko Ihe caBO of 
lei. 

BecauBO we dlscontiDUed Ollport to 
IradltioDal markell, Co"IDa bas "oppod in. 
Our markel to Ihal O~leDI was captured 
because our supply WII IImitod. Tako the 
caBO of jute manufaCllll'Ol. PakltlaD cap. 
lured our markel becauao ID Ibe case of jute 
maDufactlll'Ol, we lIarted exportla. a 101 10 
RUllla and Baat BuropoaD counlries. 
Therefore, 10 Ibe eXloDt of 75 per cool, it 
was a di¥1lrliODal trade. Our export In 
respect of lotal quaDtum aad v"lume dill 
DOl rl.o. lnalead of :ClIportlnl to Iho 'ree 
exchan.o a..... zte aported 10 tho rl.ld 
ecoDomy of rupee-paymeDt areas. I n.le.d 
of ,eut". fr .. eaellaa.. ...IOSI Wblela w9 
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[Sbri D. N. Patodlal 
could buy anvtbin. in tbe world, wberever 
we want, at tbe best possible price, we 
accumulated foreilln excbanle in tbe form 
of rupee, a notional rupee, a rupee In a 
restrlct~d form which enables you to par-
cbase tbe commodity only from one 
specified country to whom you have export-
ed at a price dictated by him and in the 
manner desired by bim. This Is how our 
75 per cent of Ihe exports worked. 

About the balance of 25 per cenl, 
I! consisted of non-traditional items. 
ODe of the claims made by tbe bon. Minis-
ter and the Government of Ihdla is thaI, 
by ~evelopinl trade with these countries, 
we have been able to raise the export of 
Don-traditional Items to a great extent. 
This I. absolutely wronll and fpllacious. 
The pallern of India's tradinl over the la,t 
\8 yean ha. considerably chanaed. Gra-
dually, lIeudily and slowly, India is aSlum-
inll a position by which export of enaineer-
ins aoodl, export of non-traditional 1I0ods, 
Is slowly mountin. up, aDd to that utent, 
nport of traditional goods is slowly goinl 
down iD percentage. 

\ n this respect, may I quote some 
lillures? In 1960·61, the percentage of ex-
port of non-traditional items was 28. In 
1967·68, it went up to 38. In otber wordS, 
out of a hundred units exported. in 1960 61, 
28 units were non-traditional items, but in 
1967-68, 38 units were Don-tr.ditional items 
That Is. the percentage rooe by 10. Let 
UI see what are the relative ftaures of these 
countries. The relative IIlures in respect 
of Ellst European Rnd Russian countries 
are: whereos In 1960 61, the export of non-
tr.ditlonal items was 24 per cont, In 1967-68 
It was 26 per cont. Here th. rise was 2 
per ceDt, whereas in the case of total ex-
ports from India to the whole world, the 
rise wallO per cent. It was bad in ablo-
lute terms Ind In relative terms. Com-
pared to 38 per cent to tho world over, the 
Bast European countries .re cODlumlDIL 26 
per cent. Compared to Ibo 10 per cenl 
rise in the case of the whole world, here 
the rlie was 2 per c~nt. Therefore, it la 
Ilbsolutely wrona to lay thllt trade with the 
East European countries aDd RUNla has 
helped us 10 IncreNe the export of Don-
tradltlo ... 1 Item •. 

Now, what .... Ihe ,~b. racrerlsUca or 
,rade W.t II tbt.le ~~untrlc. 1 O~ prlllCip,,1 

characteristic Is that the payment alreemen .. 
with Ihese countries provide settlement In 
terms of illl:onvertibio rupees, it is not 
settlement in terms of rupees, but it il 
settlement in terms of Inc"nvertible rupees, 
India'5 account with East Germany-if the 
t fade Is with East Germany- baa 101 to be 
set lied with East Germany alone. H my 
exporls to Ihat country are more than my 
imporls, then I am forced to purchase 100ds 
equlvalelll 10 thai aap from Ea,t Germany 
alone to meet that lap, to meet the sur-
plus of exports. 

Any surplus Iyinll with East Germany 
becomes blocked amount which cannot be 
taken or used in any other way, and we 
hove to purchase the commodities whlcb 
East Germany alone i. capable of offerlnl, 
and nothing else at a price that they de-
mand and at no olher price ..... , 

SHRI NAMBIAR 
meant by barter pea\. 

That Is what is 

SHRI D. N. PATODIA And, simi-
I~rly In clie where your Imports are more 
than )'our exports, you are bOUDd to u-
po.t the commodities to East Germany 
alone and nowhere else. And, you are 
bound to sell them whatever they want, at 
whotever price they want, so much so, I am 
surprised I hat. ..... 

MR. DEPUTY·SPEAKER There is 
a cerrain price for lraditional commodities. 
There is a certain market mechanism In 
this country. At that price Government 
buys and lolls at Ii dopreciated rate to such 
countries. 

SHRI D. N. PATODlA: The point 
is very cloar, Sir Exports have 1I0t to be 
met by imports. Say, India exports parti-
cular unit, of Rs. 100 crores. Now, as 
loon a5 Indi.l exports Rs. 100 crores worth 
by virtue of the annual plans tbat .re 
dra\\n up between the two respective 
GovernmenlS, IDdi. is obliaed to import 
Rs. 100 crores worth if not tbls year, al 
leall next year, or the subsequent year. 
That i. how trade I. balanced. On thllt 
basis India bas 10 Import f(lr Rs. 100 croret 
IlDport IIcen_ are bused. You know, 
Slr~ ,lIout s~lIIe of tbe holDS ilDport,\l rroll! 
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these countries. There are various item' 
of machinery aad machine tools for which 
import licenses are Issued. You can im· 
port onlv from the respective country and 
from nowhere else. Once those liccnses 
are Issued to importers, tlley have to import 
commodities, may be, al 25 or 30 per cent 
hi,her price. Free market operation does 
not apply in this particular ecoDomy. The 
licenses are conditional and by virtue of 
that you are compelled to import from that 
country alone. There is no other alterna· 
tive but to import from those countries. 
Therefore, free market operations do not 
apply in respect of any such bilateral trade 
Agreements. 

MR. DEPUTY·SPEAKER: There is 
one point 100 units of black pepper has 
to De exporteu. In return, DOW, because 
we arc exponinl black pepper from this 
country we will hne to import allo others 
on the prevailiDg market price, whatever 
the other thing Is, "nu they ,et cheaper 
than market price. Do you want to say 
that? 

SHRI D.N. PATODIA: No If they offer 
cheaper price they will never ,et it. What 
happens ~ From India we export 2 lypeS 
of commodities. One commodity is such 
where the supply is limited, compared to 
the demand. They arc very ciever people. 
Take the case of jute manufactures. In 
case of jute manufactures, the RusslaDs will 
olTer 2 per ceDt more than tbe world prkc 
for Indian jUle munufactures. and therefore 
book th~ loods according to their demand. 
By lhal. II.e) cre"le poteDtial demand for 
their Rood. in India, and that has to be 
met by importinll from Ru.sia. There is 
no aiternative and import licenses arc issu· 
ed by the import Iicensina authorities in a 
monner by wbich you have no other alter-
n.tive than to purcbase rrom them. In/~l­,upri"",. 

SHRI NAMBIAR: When you take 
loan from America. you will bave to pur· 
cbase only from America. 

SHRI D N. PATODIA: WearelBlk· 
ID' of trade. We are not takin, loan •. 
Please don-t confuse YOlJraeU. I wilb you 
-'lftl younelf to trade alpect alone. 

SURI .NAMBIAR: I want to lam 
from you. You arc a loud buai_aD. 

S'e->lIiIltefirt"y'lf ~j(\ 
AJ' am H A.H. Di •. ) 

MR. DEPUTY·SprAKER: II i. qO. 
We shali take up tbe Hdlf·IAn·hour discus· 
sion now. 

SHRI D. N. PATODIA: Sir. you 
may please ,Ive me extra time as my time 
bas beCII taken away by interruptions and 
dlsturbaDCCI .. 

MR. DBPUTY·SPBAKER: 
part or the debale. 

That II 

SHRI D. N. PATODIA: I wish you 
,ive me 40 mlDules more because my time 
haa been taken away by interruption •. 

SHRIMATI TARKESHWARI SINHA 
(Bash): Where will we be ir he tlkes 40 
minul.s more 7 

SHRI D. N. PATODIA 
will make accommodation. 

Por you I 

SHRIMATI TARKESHWARI SINHA: 
I do not need it. 

SHRI NAMBIAR: Because I am a 
mao, tbe hOD. Member is nOI accom,odal-
IDI me. . 

17.30 brl. 

HALF·AN-HOUR DISCUSSION 

Secoad PaWlc Sector Refl.." In .u.oa 
SHRI DHIRESWAR KALITA (Oa .. -

hati): The queltion of the estabJllhlDCDt 
or a secoDd publi. lector rellnry in ADam 
has beeD ClUII'ci.iDI the miDd. of the PlOpl, 
of AIIIUII. LuI AUIUII •• Ilarred qUlltion 
w81 put by Shri Hem Barua on tbb lubject 
and OoverDlIIOIIt flatly refund to conalder 
tbis demand. We iD Aham prot".t • .! 
apiDIt tb.t decbioD. OD the 2Jrd AIIIIII/, 
there wa. a aeneral banal aDd it wu II uoi-
que IUCCCU. I think GoverDment know it 
vary well. 

Alum ,01 one oil rrllnery in 1962. Bu 
for that an alitation had to be mountedl 
Pandllji was there. We ounelves had IlIIO. 
to ,0 10 jail for lill month •. 

Alum W.I lbe Bnl State in Indl. to 
produce oil. In 1886. lhe ant oil well was 
lank ita Diahol. In 1900, Ihe Dllboi Re· 
IIoer)' calM. M had our llrot public sec-


