163 Cualling Attention

T 2, IEET AW GIATT AT AT TT |
agi ATL-A &9 & A Qr &, A IqT
aa 21

12.03 HRs.

CALLING ATTENTION TO MATTER
OF URGENT PUBLIC IMPORTANCE

Reported unilateral revolution of Rouble-
Rupee exchange rate by the State Bank of
¥ USSR

SHRI SHYAMNANDAN MISHRA (Be-
gusarai): 1 cull the attention of the Minis-
ter of Finance to the following matter of
urgent public importance and I request that
he may make a statement theteon :

‘Reported unilateral revaluation of the

rouble by the State Bank of USSR in rela-
tion to its rupee value and its adverse
massive impact on repayment of credits
to the Soviet Union.”
THE MINISTER OF FINANCE SHRI
C. SUBRAMANIAM): Mr. Speaker, Sir,
the Hon'ble Members are  upparently
referring to some press reports that have
appeared in the last few days regarding the
discussions now in progress between the offi-
cials of the Government of India and the
USSR with regard to the exchange rate bet-
ween the Indian Rupee and the Rouble.

The facts of the matter are that for
some time now. and especially since March
1974. the State Bank of the USSR has been
anneuncing periodically what it calls the
“official exchange rate™ between the Rupee
and the Rouble. This rate differs from the
exchange rate that has prevailed between
the two currencies and which is determined
strictly in accordunce with the official gold
content of the respective currencics. Accor-
ding to the Soviet authorities, the revised
rates of exchange are arrived at by calcula-
ting the value of the Rupee by averaging the
cross rates of the major currencics in the
International market with the Indian Rupee.
On the other hand. we have pointed out that
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the statutory gold content of the Indian
Rupee remains unchanged. The rates now
being quoted by the State Bank of USSR
apply only to non-commercial transactions
within the USSR. As some Hon’ble Members
hiuve referred to the impact of this action on
credit repayments, I would like to clarify
that credit repayments continue to be made
at the official rate of exchange as determined
by the respective gold content of the two
currencies.

The Soviet authorities have, however, pro-
posed that the two sides discuss further the
question of the exchange rate between the
Rupee and the Roubie. As the Hon'ble
Members are aware, this is a diflicult and
delicate issue, and currently negotiations are
in nrogress with an official team from the
USSR on this subject. Hon'ble Members
will. I am sure, agree with me that it would
not be appronriate to discuss here at this
stage the various isues involved in  the
matter.

SHRI  SHYAMNANDAN  MISHRA :
The Finance Minister said that the State
Bank of USSR has been announcing periodi-
cally what they choose to cull the officiat
rate of exchange.

There is some confusion here, heconse of
the use of the term ‘official rate of ex-
change™. The Finance Miaister has nsed this
term later in relation to wepayment of cre-
dit. He says, repayment is being done on
the basis of the “official rate™ of exchuaree.
There are two concepts of officiz! rate ot
exchange. One concept is one that ix held
by the USSR ; and another concept is what
is held by our Government. Ii twod con-
cepts clash like this, what is the wav ou'?
Could we accent any official rate determined
bv USSR und call ‘official rate of ex-
change’? We would like to know this.

“Then how many such changes have been
made ? Tt appears that these changes have
been occurring from month to month, par-
ticularly, after March 1974. If the freguency
is so rapid. one would imagine that it may
turn out to be weskly changes.After dollar-
devaluation in 1971, and the Smithsonian
agreement in 1971, these changes in the ex-
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chahpe rate secm to be particularly rapid.
How many changes have taken place after
the devaluation in 1966 and patticularly
after 19712 It is done unilaterally or there
have been consultations between the two
countries ? ls it friendly relation only in res-
pect of political and defence mattets qr is
it also friendly relation in ~espect of econo-
aic matters also ? There should be consul-
tation even on economic matters; it must
not be a sort of umlateral adsustment of
rates The House would Jike to know whe-
ther the (Government had to do nything
with these changes or whether they acquies-
ced 10 the changes If they acquiesced thev
have not done something of which we could
feel very happy. The hon'ble Mimster savs
that credit repayments continue to be made
at the official rate as determined by respec-
tive gold content of the two cuirencies.

Since, the hon. Finance Minister has tried
to re-assure us that the re-payment is being
made on the basls of the official rate ot
exchange, the question that would arise 15
whether the revaluation of the debt accumu-
lated so far would not be according to the
change n the panty rates of the two coun-
tnes I um not ashing with tcgaid to the
repayment to be made now but T am ask-
Ing about the revaluation of the debts that
have accumulated and whether that would
necessitate the mark up of the order of Rs
400 crores as has been mentioned in many
newspapers. That will mean the doubling of
our credit to the USSR, May T know whe-
the: this mark-up has been dem.nded by
USSR or it scems to be the inevit.ble re-
sult of the change in the parity that has
been brought ahout

According to the Soviet authorites, the
hon. Finance Minister hag said, the revised
rates of exchange are arrived at by calcu-
lating the value of the Rupee by meraging
the cross rates of the major curreacies in
the Isternational market with the Indian
<upee. The comparison is apparently not
valig because in the other case the cross rate
wonld be arrived at by averaging the value
of our currency in respect of the convertible
currencies, and the two do not mix. The
convertible curoncies and the non.conver-

tible currencies cannot be on . It is
the contention of the Soviet \ties that
it should be on the same basis as it is in
regard to the comvertible currencies. Then
I think, our Government should have
poinwed it out that the comparison is not
valid. The Soviet rouble is not a freely
marheted currency n the world and the
value of the Soviet rouble is fixed almost
arbitrarily without any reference to  its
intrensic value m trade.

The hon Finance Minister hos sald
the statutory gold content of the ruppee
remams unchanged. The important ques-
tion to ash 1§ why then this divergence
from the rate occurred in the past. We
should have stuck to the old parity rate
and should not have permitted the diver-
gence from this basis to which reference
has been made by the Finance Minister.

Is 1t also not a fact that the present
trouble arises from the fact that whereas
we have clearly defined the gold content
of onr rupee the gold content of the cur
rencies of the Fast European Countries
including the Soviet Union, are not clearly
defined ? What is being done in that res-
pect ?

May I also know whether the value of
Indian rupee in terms of gold had appre.
ciated some time back and yet we had stuck
tu the exchange rate that has been esta-
blished between the two currencies. This
should be an additiona! reason why the
Soviet Union should be asked to stick to
the old exchange rate by way of reciproca-
tion,

Kecently there has been a long-term
agreement with Poland but Poland has not
insisted on any change in the rate of ex-
change between the two countries 1f that
is true of Poland then one could have ex-
pected that that should be true of Soviet
Union as well. What has the Soviet
Union to say in regard to this maiter that
wheress one country in COMECON
thought it fit to stick to the existing ex-
change rate the Soviet Union i insisting
on a new exchange rate ?



pgmum ‘thét thé Soviet Unioni has ‘Been
ihistig oh a codtrary view. We wounld'
.. - like to know the position in this regard

. Finally, oné problem that confronts
the visitors from India in the Soviet Unjon
is that his rupee has to be converted into

"the currency ‘there. My point is if they
are nble to operats rupee account in
Moscow then why are we not able to ope-
rate the rouble account in India ?

SHR1 C. SUBRAMANIAM : The hon.
Member has raised many points and has
also ‘made many sugpestions with regard
to the matters which are currently under
pogotistion.’ Therefore, 1 am sure the
bon.. ‘Member would not cxpect me ta
react to many of the points raised by him

_ but T can assure him we will keep in mind
some of the relevant points made by him
while' conducting negotiations.

Sir,” 1 would like to put the problem
{n.the proper perspective because an im-
Rression is being created that USSR is try-
ing 10 create difficulties for us, and where-
A9 on the political front they are professing
friendship on the economic front they are
treating difficulty. This is far from the
“truth, - .

- Now, the question has arisen because of
the Jnternational manetary sitoation in the
‘“world is in a fivid state, Thercfore, how it
.igets reflected visa-vis socialist bloc is for
‘comsideration. This is *currently under
».mndemﬂm

Aa faras the present 'situation is con-
ftied" we are still operating on the basis of
ts. 8,33 per rouble and all our current
ttantsactions ate going on that basis. There-
s, there 5 fio oedtion as far a3 com-
- ridréial” transactiofis afe concerped which
" formi the Bk of transactions. | am told
99.5 per cend of ‘thie. frandactions are com-
-, nidiéhal toansactions and we are concerned
with -that only. L

these things we ' havetotakeinlowcm
the agreement which has alveiady ‘bees' i
existence with regard to these trumsae

tions, It is on that basis that we have to
negotiate and this negotiation is going on.

The negotiation ig going on. Therefore,
there is no question of anything being im-
posed on us. It is a question of mutual
discussion with regard to the cutrestt situa~
tion which is not only in Indii but which
has uffticted the world as a whole, including
the developed world. It is in that context
that the negotiations are going on. I want
to give this ussurance to the House that no
decision will be taken which i3 Hkely to
create difficulties for us on the economic
front. That is the assurance tlm 1 shoufd
tike 1o give.

SHR1 SHYAMNANDAN MISHRA: Al-
though we want that the delicate ucnotlatnom
shouid be allowed to go on umnlcm:pled .
and that we should not do anything in the
Hause which might come in the way, certain
factuyl information could be shared with
the House which the Hon. Minister has
not chosen to do. We should like to know
whether the present change which had been
announced by them or even the changes Iz
the past had been done after mutual con-
sultations or unilaterally. If they are uni-
lateral, the surmise wouvld be that all
these things are done by them and we have
absolutely nothing to do in that, -

SHRI C. SUBRAMANIAM : 1 thought §
had made it clear in the Stal:mem. it had
teen announced by thern, mot in’ consilti:-
tion with us. taking: into account what they |
call the value of the rupee vis-aevis pucknge
of the other carrencies. This is applied not
to any commercisl tiamsaction which &
strictly on the Buis of Rs; 8,33 permw ]
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but it is with refersnoe @ fourist changing
& rouble here or & fow roubles thers. As
fav s commeorcisl transactions are con-
cerned, we are strictly following Re, 8.33.

SHRI M. RAM GOPAL REDDY
{Nizamabad) : The bon. Minister made a
good and balunced statement and mn the
end he appealed to the House not to say
anything that would emburiuss the Govern-
ment in their negotiations with the Soviel
Union. 1t 1» a fact that we have pact, we

, have friendship with the Soviet Union, not
from the day of Independence but even in
the pre-independence days. The Soviet
Umion stood by us through thick and thin,
it bas usted its reto in our favour in the
United Nations. In that background we
have to look at this exchange on rupee-
rouble parity and gold reserves. The hon.
Minister hay categorically stated that the
gold 1eseries have not dwindled in ow
countrty. We are maintaining the same
pantv with the Soviet Union also.

In this connection, 1 want to say that
in India not only is the Government having
gold ; people in all the five lakh villagey are
having gold and if all the gold it pooled
inte one place, India will be the richest
country as fur as gold is concerned. 1
want to koow from the hon. Minister
whether he is going to fix a ceiling for
gold, just as there is a ceiling on land and
other things. In some places we bave
quintals of gold. There was a proposal
when Morarfi Desai was the Deputy
Prime Minister and Finance Minister.
Now we have to go back to that proposal
and collect all the gold so that we may
have good parity with other countries.
The rupee-rouble ratio was once 12 for
t00 rupees; it came down to 11,39 and
now it is likely to come down 866 It
ts not a good thing. In view of our friend-
ship with the Soviet Union, the hon.
Minister should press the point that there
should be no going back on friendship.
Let there be no illfeeling in this country
towards the Sovist Union which has beea
our {riend for the last seversl decades.

SHRI C: SUBRAMANIAM : T want to
Bive this assurance Again, there is no ques-
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tiokt of any vafricndly atttude cither on the
part of India or on the part of the USSR,
This is being discussed in friendly atmos-
phere and 1 have no doubt in my mind that
the conclusions would be for the bemeit
of bath India and the USSR . . (lmerrup-
tions). 1 do not think there is likely to be
any difficulty with regard to finding accem-
able solutions to this matter. Some sug-
gestion was  made with regard to pold
avaliable in the country. Already nobody
can hold primary goid; it is an offence to
hold primary gold.

SHRI INDRAJIT GUPTA (Alipore) :
Except the royal family of Jaipur.

SHRI C SUBRAMANIAM : That 1s why
we have tahen it over now. There are no
roval famylies now, there only ex-royal fami-
lies But event there, as I said, we had not
spared them. As for other things, when the
holding is beyond a certain limit, they have
to make a declaration. I do not think the
tinyz has come when we can mobilise all the
gold and put it in one pluce. As a matter of
tact in the international monetary system,
we are trying to get away from gold stan-
durd to new standards on the basis SDR
and that is being discussed now We may
have gold for other purposes certainly but
{01 moqetary pusposes, we are trymg to get
auwgy from the gold standard. -

SHRI R. §. PANDEY (Rajnandgaon):
The news which appeared in the Press is
quite different from the slatement made by
the hon Finance Minister. The headline
was: USSR seeks revaluation in credit re-
payment—tough going on rouble rupee ex-
change talks. It is panicky and uafriendly
beadline.

SHRI C. SUBRAMANIAM :
paper?

SHR! R. 8. PANDEY: Hindustan Times
und Finance Express which belong o big
tycoons. The hon. Minister has made &
categorical statement. That the evwchange
rate was determined steicfly in accordance
with the official gold content of the
tive currencies. | mead in the papers that
8 team had come from Russia for negotla-

Which



17t Calling Atrention

ting with the Government of India and the
Reserve Bank of India and I bope that
good will come out of these negoliations
At thas stage it s difficult for me to put
& question which embarrasses the Govern-
ment position and hampers the interest
of the country But suppose the negotiations
fat are you going to take up this issue
with the Russun Government at a high
political level so that whatever differences
there are with regard to revalumg of the
rouble or the rupee will be iwroned out?
What would be the fate of the tarpets set
for export and import agreements, if rouble
Is revalued and rupee is devalued How
much will thev tike to non out the diffe-
rences and remove the apprehensions with
regard to the question of the revaluation
of the rouble and devaluation of the rupee ?

SHR! C SUBRAMANIAM Current
transactions already entered into are on the
basis of 833 rupees per rouble, there 18 no
question of any difficulty with regard to
this I have already stated this With regard
to newspaper reports I want to siy that
they are not only alarming but mischievious
also and I am sorry to say that when nego-
tiations are going on our newspapets are
mdulging m this hind of speculative news

SHRI SHYAMNANDAN MISHRA
What 1s michievous about it if the appre-
ciation of the rouble has taken place by
29 per cent ? Devaluation of our rupee
would be of that order What is the mus-
ciuef m that ?

SHRI C SUBRAMANIAM 1 do not
Anow whether the hon Member wants to
judge by these headlines which have been
read out by him That 18 why T wanted to
know which were these newspapens If you
look mto the character of the newspapers
then you can understand the heidlines 1lso
Quite apart from that I want to <y that
the pegotiations are going on

PROF MADHU DANDAVATE (Raja-
pur)  The Allghabad episode that we all
congemned we read also from the same
papets
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changes colour according to the news and
the sources of the news Lat us not go
uo that But 1 want to say categoricalty
that these are all speculative reports, to
put 1t muldly-—pot mischievous but spécus
lative reports Therefore, 1 am sure that
cven 1f an agreement 13 arrived at the offi
wia! level uitimately it will be finalised only
it the highest political level Therefoie,
whenever theie aite any  difficulties 1 am
suie we will be able to teach # satise
factory solution if not at the official level,
at least at the pohtical level

SHRI H M PATFL (Dhandhuka)
The stat t of the F Mimster, 1
must say, 18 extiemely disappomnting Un.
dcubtedly when negotiations ire going on,
it would be wrong to put him questwons
which would be of an embairssmg niture

SHRI INDRAJNT GUPTA  Why was 1t
admitted then?

SHRI SHYAMNANDAN MISHRA
None of these questions 1s of such u natme

SHRI INDRAJT GUPTA Why was o
admutted then when negotiations are woing
on?

SHRI SHYAMNANDAN MISHRA
Negotiations can be going on all the time

SHRI H M PATLI T am somewhat
stiptised at Shrt Indrapt Gupta interven
g even before I have sad anything |
sad 1t 1s understandable that we should
avowd questrons which might be embiray
sing

SHRI INDRAJNT GUPTA The ques
tion was addressed to the Charr not to
vou, Mr Patel

SHRI H M PATFL I started by
ponting out that T did not wish to put
any embariassing question  Nevertheless
when the Calling Attention Notice has
been accepted and the Calling Attention
18 1n respect of a puce of news which has
appeared 1n the newspapers, then T think
the least the Finance Mimwster could have
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done was to give us the maximum possible
infhrmation without endangering the nego-
tiatlons. Ome thing that can slways dispel
the spreading of a wrong impression and
rimours is to supply correct information.
Why does the Finance Minister not tell us
whut exact arrangement there was between
this Government and the USSR Govern-
ment in regard 1o our transactions ? T think
he should have given us infoimation first
of all as to the nature of our arrangement
hither to with Soviet Russia. Why is it
that it has now become necessary for these
negotiations to be undertaken ? Was it at our
instance or was it at the instance of Soviet
Russia ? If our previous arrangement with
Russia was of a particular eharacter and
took care of the variations in the value of
the rupee and the value of the rouble, then
the matter would have been simple. Is
there no such automatic arrangement for
adjustment in our agreement ? Evidently
not. In 1966, when the rupee was devalu-
ed, a certain arrangement was made and it
was agreed that the rupee would be valued in
a particular manner. Again there has been
a further devaluation becuuse of the way
in which the rupee is now linked to the
sterling.  As a result of that, Sovict Russia
now claims thut the rupee is being devatned
further and a fresh arrangement should be
arrived at. | would request the Finance
Minister to tell us precisely at what point
we stand today and what was the original
arrungement. Since no automatic  system
exists for evaluating the fall or apprecia-
tion in the \value of the rupee, what i
the kind of arrangement that has becn
arrived at now? Is it bv negotiations that
such a change takes place or in some
other way ? If the discussions now taking
place are what would ordinarily have taken
place when there has been a fall in the
value of one or the other of the currency ;
we take it that the value of the rouble
never falls because it is never announced
and smobody knows precisely what its
value ic? Will the Finance Minister tell
us precisely what he means by this? He
says in his statement:

“I would Kke to clarify that eredit
repayments cosntinue to be made
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at the official rate of exchange
as determined by the respective
gold content of the two curren

cies.”

Is that the system that is in existence ? It
bas been said. there are  commercial
transagtions and non-commercial  transac-
tions, In respect of which transactions will
this official rate apply 7 If the system of
the official 1ate determined by the respective
gold content of the two currencies is in
enistence, it is something that is automati-
cally donme. Where is the necessity for
discussion or negotiation so long as the
respective  gold content continues to  be
the same? Theie hus been no variation
in 1t. Therefore, there should have been
no necessity for any negotiations at afl.
So, clearly there has been some other
understanding of which a0  mention has
been made, | would request the Finance
Minister to clarify that position. Earlier
in his statement he says :

“The rutes now being quoted by the
State Bank of the USSR apply
only t0 non-commercial transac-
tions within the USSR.”

How do you regulate the non-commercial
transactions between this country and
Russia and the commercial  transactions
between the two countries ?

In the Financial Eapress it is said :

“For insance, due to an oversight
by Indian  authorities, earlier
exports to USSR were not pro-
tected by the gold content clause.
Similarly a dispute arose between
Jadia and Yogoslavia on the
effect of the poundaterling de-
valuation on certain  contracts,
but the two countries agreed,
after protracted ncgotiations., to
share the liability on a fifty-fifty
basis,”

This would seem to suggest that a simi-
lar arrapgement is now under contem-
plation in your negitiations with Russia.



" :that are going on, thet is tmndins on
- delicate . grounds. So, I would refrain
from -answering that Question.  But'
Sion. Member started ‘by saying that  my
' tmemem was dmppmnﬁng. .1 do not
know from what point of view. Perhaps,
‘if T-had suid that we are in conflict with
“the USSR, that would have given hint
some satisfaction. But unfonunatcly, that
is not' a fact. 1 connot say something
which does not exist.

SHRI SHYAMNANDAN MISHRA :
It is a very cheap reply.

' SHRI C. SUBRAMANIAM : Might be
cheap, but I have to answer the question.

The hon. Member wanted 10 know what
.is. the basis of our agreement today. I
“thought I had given that information here.
, According to our agreement, the exchange
" raté between the rouble and the rupee
-, wils determined strictly in accordance with
the gold content of the two curréncies, and
"that continue to be the same even with
repard to the various transactions which we
~aré emering into even now. Theretore,
‘there is no doubt about that.

- . With regard to the future, they wanted
4o discuss what should be done in view of
‘the fact that we are linked to the sterling,
‘that. erling is floating und  appreciating

“wnd depreciating. Our point has  been

thut this is purly a bilateral transuaction
and, therefore, we nre not affected by
thut and ‘so the existing agreement should
vail. These are  matters which
under negotiations and we hope to  come
some satisfactory  arrangement  with
rd to these things.

. Then 1, coftie 4o the official exchange

'-uu on the basis of the value of the rupee

hen' compared to a bm;ket of foreign

eurrencies,

SHRI SHYauNANDAN MISHRA :
'm they are comvertible cinrencies mostly.

,11

afréid on*the Tant qestion WhicK he put, |
- nitiely; what 2s the sori of ~‘négotiations .

ﬁ‘,

are’

SHRI. SHYAMNANDAN - MISHRA ;

But rouble is - .not a  converiible gur-

SHRI C..SUBRAMANIAM : The ques-
tion is how this new exchange ‘fate is
being operated. For non-commercial “puf-
poses withm the USSR, for example, a
tuurist goes theére and he wants to convert
a rouble into a rupee or a rupee into
rouble. for that the new official exchange
rate which has been announced wos being
operated.  But, as 1 have already' pointed
eut, thut forms only less than one per cent
of the total transactions between USSR
and our country. As far as commercial
transactions are concerned, even now  we
are continuing to have the same agree-
ment and we are functioning under the
same agreement. How the international
monetary situation, which affects the value
of the rupee ulso, how it gets reflected is
a matter which we are currently discossing
with the USSR,

PROF. MADHU DANDAVATE : Since
you in your wisdom have admitted this
Calling' Attention Notice, Sir, 1 take it
that it has been your assessment and Judg-
ment that this notice does not camse any
cmbarrussment to the USSR, nor does it
mecan any fissures being created between
the USSR and India,

SHRI N. K. P. SALVE (Beml). it
depends on the question.

PROF. MADHU DANDAVATE: We
accept your assessment and judgement and,
respecting your judgment, we would like
to ask some specific questions.

It is very clear that all‘the changes .
that have been introduced so far in’ -thé
exchange rates have been ‘unilaterl. ¥
can understand a situntion that uride tllé
pressing and compulsive sitwition  octa-
sionaily, nftherebmmﬁmnotn
change in (he -exchangé tates Detween the
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rovble snd the rupee by USSR ; one o
understand it. But 1 would hke to know
from the Finance Minister whether it »
not & fact that the USSR haa been alter-
ing the exchange rates between the rouble
asd the rupee quite frequently ? Followmg
the devaluation of the rupee in 1966, is it
not a fact that the exchange ratc was fixed
bv USSR at 12 roubles for Rs 1007
Agan, ofter the Smuthsonian Agreement of
December 1971, s 1t not a fact that when
the dollar was devalued the USSR agam
changed the exchange iate to 11 39 roubles
tor 100 1upees” Agamn, i March 1974,
15 it not a fuct that theie was a further
dupreciation of the jupee to 95 Toubles
for 100 rupees ? A very mteresung fact 18
further fluctuations and umlateral chunges
fiont month W month

We have been told on the floor of the
1ol Sabha that the changes in the rate

«f  evchange  monthwise were as
follows —
Rs  Roubles
1-3-74 100 9 51
1-4-74 " 9 61
1.5-74 - 9 50
1-6-74 " 9 55
1-9-74 " 9 47
1-11-74 . 9 44
1-12-74 - 9 27

With this perodic depieciation smee then,
ai present. the exchange rate s 866
Roubles per Rs 100 It means, f we
wompare 10 1971, there has been 389 per
cent or aboat 39 per cent rise in the case
of Rouble in relatiom 10 Rupee

As far as India’s payment hability 1s
concerned, 1t hus uimost been  doubled
h 1t not a serwous situatian? It has gone
uptn Rs. 400 . . .
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SHEI C. SUBRAMANIAM : We are
not paymg on that bams. We are paying
only on 8.33 baus.

PROF MADHU DANDAVATE
Again, a very interesting fact s this, This
1s the Rusuan version, that 1s, the version
of the USSR, as you may ke it As far
as the USSR's interpretation 18  concerned,
their clum s thut in the last 4 months,
these changes and vaiations in the ex-
chenge rate have beeh introduced because
of the fact that iiv.g-1is the convertible
currencies, the value of Indian Rupee has
also undergone a change 1 am fully con-
fident—even you will feel—that there 1s
no inteliigent logic betund this argument
I do not know, just as the USSR has
aholished private property, whether they
have also abohished mtelhgent logic also
There 15 no mtelhgent logic behind 1t, The
Russian claim 1s unwarranted because the
changes mn the exchunge panty of the
rupee m relation to convertible currences.
have nothing to do with the rouble The
rouble 13 not a freely convertble currency
and nts exchange rate 15 known to be pegped
at an artifically hugh level. It has no rele-
vance (o its mtrinsic value n foreign trade
and currency transacuons. It 1s on this
basis, the nterpretation given by the USSR
that these changes have been introduced
visea1 15 convertrble currencies and probably
the value of the rupee has gone down

Then, 1 would hke to pont out one other
thing and 1 seeh the explanation from the
Finance Mimster about 1t The exchange
of goods and services between Indian and
LSSR on credit or on current account 1s
governed by barter arrangements on rupee
payment basis The prces are fixed
separately for each trapsaction by negotia-
tion The reference paint n thess transac-
tions is the international prices of com-
parsble commodnws. There can b no
question under these arrangements for the
USSR to seek and for India o0  actept
addittonal prce advaptage by exchange
rate manipulations,
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At the time of 1966 devaluation of the
rupee, 18 it not a fact that the Soviet
Union and other Commumst countries of
Eastern Europe managed to boost the pri-
ces of thewr deliveries and wcaled up the
rupee value of their outstanding credits
If the gold clause 1n the contracts at that
ttme provided some jushfication for adjust.
ment of this kind there is nothing new
 the prevmling conditons of floating
exchange rates India must take a firm
stand 1n the current negotations on ths
mssue and should not permut distortion in
the price parities of the good and services
which enter into exchanges between India
and the USSR

SHRI BHOGLNDRA JHA (Jainagar)
What 18 he reading from ?

PROF MADHU DANDAVATF 1
am 1n the bad habit of writing notes when
§ table a Call Attention Thetefore, 1
ulways tead from my notes If he has
been listening to the debate, in order 0
save the time of the House, 1 always
toflew ths procedure Of course 1 can

not assure him the  understanding
power

(Interruptions)
MR SPEAKRLR Instead of argumng

with each other, you address the Chair

PROF MADHU DANDAVATE 1
address the Chair  But, onfortunately
somebody nteirupts  You may direct him
o mantain silence I had to quote figures
and quotations

SHRI BHOGINDRA JHA
sher quotation nor notes

PROF MADHU DANDAVATE tFor
instance, this 13 the statement made by
the Finance Mimste:

#t is said
“The rates mow beng quoted by the
State Bank of the USSR apply
only to mon-commercial transac-
tion with the USSR"”

It s ner-
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Here, 1 would like to know concretely
what cxactly 1s the concept of ‘non-com-
mercigl transactions  within the USSR’
because various newspapers  and even
newspapers which  have  sympathies
towards the Socialist countries have alswo
expressed the feat as to what exactly s
meunt by pon commercial transactions’ I
would hhe to ash a specific question
whether the non commercial  transactions
would also mnclude the purchase of arms
made bv India from USSR and whether
they would be considered commercial or
non-commerciel transactions

Then Sir, I would ke to ask 2 specific
question regarding  discrimination  Unfor
tunately, under the present arrangement,
what 1s happerung 1 that «f any Indian
wisits USSR, 1n that case, as far i the
disciimination s concerned he has  to
change his rupee currcncy into soubles at
the exchinge rate that has been nuwly
introduced  that 18 at the reduced rate
announced by USSR But at the same
time, when any Russian visitor visits Indlia,
there 1s actually no 1eciprowal obligation
at all and therefore, he can avail of the
rupees lying at the disposal of the USSR
in the trade account Then you will find
that there is a disciiminating attitude as far
as Indans visiting Russia and Russians
visting India are concerned 1 think
this  discnimination must also be eh-
mmaed In this  case I find that
the atutude taken by Soviet Rossa
has some 1esemblance with the ath
tude thit has been taken by the capr-
tdhst countries and the capitalist economics
towards the developing econmomics like
Indta  Before | ramse that question |
would like to ask a specific quustion which
ipatently may appear to be  irelevant
but it hae got all the relevance to the
ques issue before us  Since the Russians
ate. making the plea that because of the
flucturmions 1 the value of the rupee, they
were forced to make the changes, I per-
senally feel and 1 had expressed the view a
mumber of times whether it 18 not time
for us that we shonld take a decison to
change our attitude 1o our traditional hnk
with the sterling and to nsulate the rupee
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from the fluctuations in relation to other
currencies. I would like to know this.
Siuce the USSR, a friendly country. is
also putting that interpretation in defence
of their changing the exchange rate, shall
we not take a firm attitude that the time
Las come when we should take the atti-
tude that our traditional link with the
sterling will go. T want to know whether
that attitude will be adopted in times to
come.

AN HON. MEMBER : Float the
rapec.

PROF. MADHU DANDAVATE : Yes.
It has been stated that “for commercial

transactions the trade plans have speci-
ficd the old gold parity rate of exchange.’
However, in reality, what is happening ? In
reality the export prices of Soviet products are
scldom quoted in roubles whereas India’s
exports are almost invariably quoted in
rupees. The Indian Government does not
very often know what rate of exchange the
Soviet Union is using in quoting its prices
vwkich for internally traded commodities
are international prices converted into
rinces at the rupee-dollar rate of exchange.
This dualism in exchange rate only resem-
bles the dualism the capitalist economies
and the capitalist countries are showing
to the developing countries like fIndia. I
am very sorry that even a socialist coun-
trv like the Soviet Russia is taking an
afiitude which really resembles the atti-
tude tuken by the capitalist countries and
the capitaiist economies. |

Sir, 1 had ashed specific questions. If
there are some questions which are em-
barrassing to the negotiations that  arel
taking place, I myself will suggest that I
do not want to answer those question.
But there are other questions which are not
embarrassing to the present negotiations.
Therefore, 1 earnestly rgquest the Finance
Minister to give us specific and categorical
answers to those questions.

SHRI C. SUBRAMANIAM : Of course,
the hon. Member has made a long state-
ment and questions. But round and round,
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it comes to this. What are the areas im
which the accepted exchange rate of
Rs. 8.33 per rouble is applicable and where
it is not applicable ? There is the other
idea that they have inflated the price, etc.
and. therefore. we are paying more thamn
vshat is justified. These are some of the
peints he has raised. As I have already
stated, ¢.g. he put a - specific question,
whether the many equipments we are
purchasing are within the commercial or
non-commercial transaction. It is a transac-
tion covered by our agreement. There-
fore, this Rs. 8.33 rate is applicable. When
@ tourist goes to USSR he can convert the
rouble only at the exchange rate this is
announced there as the official exchange
rate. When a Russian comes here if he
gives rouble for the purpose of exchange he:
will get Rs. 8.33. So, there is no ques-
tion of our losing anything.

SHRI  SHYAMNANDAN MISHRA =
How will yvou operate the rouble account
here ?

SHRI C. SUBRAMANIAM :  Experts
have gone into it and this is what is being
done but if the hon. Member feels that
we should go back upon it, it is a matter
to be gone into. 1 am prepared to look
into it. But [ may point out that this
matters has been gone into and everybody
has come to the conclusion that this is.
the best under the circumstances to oper-
ate. If there is a different view, it is a
different thing. But so far as this matter

ts concerned, enotigh investigations have
already been done. We are doing ouw
exports and purchases on this basis.  Also,

I may say. we try to find out what is the

piice in the international market for the
corresponding commodity. Wkhren we  find
it advantageous, we purchase; otherwise

not. When we find it advantagous to pur-
chase in our dealings with Russia, we
purchase and we have derived great deal
of advantages from this agreement. Various
other points were suggested to bz kept in
mind when negotiations are conducted. We
shall take notlce of it.



QAWA’EE o
atitude
Mht

mv “MADHU
‘e going mm oar aaditionsd
.ol " linkage with mﬂh: 7 T!m
1 3 nknd.

srm C. ﬁiBRAMAN]AH This ques-
tkmhnhenpne into fully ahd we have

. een advised that the. present system is. the -
m ‘under -the .circumstances, namely, to . . -
Bave Hak with sterling. . Of course, there-

&o}ﬂd be. different. views with regard to
:ahu.__;'me Question: is. ‘whether we  can
‘openate in an indecpendent manner, with:
wm. having link with anvy other currency,
: With Sterling, or Dollar or German Mark,
. 'We are continuously assessing the inter-
pationel monetary system and if at any
mmcular juncture a different decision has
_nmmbelaken,wewdl not. hesitate to do
. .i. But,we have been advised by the exports
§hat under the present circumstances this
a.the best thet we can do and this is
going on aifl right.
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!OINT' COMMITTEE ON OFFICES OB
. PROFIT
TWELFTS REPORY

. ‘SHRI PATTABHI RAMA RAO (Raja-
lmmdry) 1 beg to present the Twelfth
“Report' of the Joint Committee on Offi-
M of Proﬂt.

9

’lAXATION LAWS (AMENDMENT)
B . BILL

1;1) Report of Select Committee

" SHRI N. K. P. SALVE (Betul): I beg
#0 present the Report of the Select Com-

- ¢ fooome:-tax Aet, 1961, the Wealth-Tax Act,
1957, the Gift-tax Act, 1958 and the Com-
: pnln (mﬁu) Surtax Act, 1964.

(u) EVIDENCE

s;m‘u;mr.mvz 1.beg 1o lay
: ,'mlemmrdoimeevm

Ak, i%z!,, “'
. the Gift-tax. Act, 19

imittee’ on the Bill further to' amend the:

tonderad botone m'w_
Aoe Bi| nrther

- tProfits). Sumtx Act, 1964
13 brs. ‘

CODE OF CIVIL FROCEDbRE i
(AMENDMENT) BILL .

ARPOINTMENT OF MEMRER TO JOINT-
COMMITTEE

SHRI LILADHAR KOTOKI (Now-
gong) : | beg to move the following:

“Thnt this House do appoint Shit C.

M. Stephen to the Joint Commjt~

tee on the Bill further to amend the

Code of Civil Procedure, 1908, and

the Limitation Act, 1963, in the

wvacancy caused by the death of
Shri Debendra Nath Mahata.”

MR. SPEAKER: The question is:
«That this House do appoint Shri C

M. Stephen to the Joint Committee
_on the. Bill further to amend the
Code of Civil P-ocedure, 1908, and
the Limitation Act, 1963, in the
vacancy caused by the death of
Shri Debandra Nath Mahata.”

The movion was adopted.

MATTER UNDER RULE 377

PAYMENT OF EX-GRATIA COMPEN-
SATION FOR PROPERTIES OF INDI-
ANS IN PAKISTAN AND FORMER
EAST PAKISTAN.

SHR1 SAMAR GUHA (Contai): Sir,
through you 1 want to draw
the attention of the Minister of Commerce
to an urgent problem in regard ‘to the
ex-gratin compensation about the epemy
properties of the Indians citizens in West
Pakista nand former East Pakistan.
If the issue is not cleared by 3ist 'March
rupeesmmcrorcswinwmthem
lidated Fund. Since 19711974 about Rs.
12 crores were aligcated in eath: gear's
budget for payment of es-gratia. compen-
sation 10 the claimants of thelr properties




