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(b) The reports, have already been 
denied by the Spokesman of Reserve
Bank of India and Ministry of Fin­
ance. The Woild Bank or its officials
have not asked us formally or infor­
mally any questions concerning our
policy. They only wanted to know
if the change in policy would lead
to changes m the structure of Bihar
Agricultural Maikcts Projects, for
which an IDA Credit was obtained
m March 1972, or m the structure of
Mysore Agricultural Markets Projects
for which the proposal foi an IDA
Credit is at an advance stage of con­
sideration The World Bank was in­
formed that no changcs in the Pro­
ject components were necessary.

Financial Assistance to Agriculture
Refinance Corporation from Interna­

tional Agencies

800 SHRI VAYALAR RAVI: Will
the Minister of FINANCE be pleased
to state:

(a) the total amount of assistance
received by the Agricultural Refinance
Corporation from the World Bank 
and International Development Asso­
ciation during the last three years;

<b) what ate the main conditions
under which this aid has been receiv­
ed; and

Ic) whether the Managing Directoi
of the Agricultuie Refinance Corpo­
ration has complaincd that these con­
ditions are impracticable and if so, 
the reaction of Government thereto?

THE MINISTER OF FINANCE
(SHRI YESHWANT RAO CHAVAN):
(a) The Agricultural Refinance Cor­
poration has been provided with
financial assistance of Rs. 7.21 crores
up to the 15th February, 1973 under
the IDA/IBRD projects.

(b) The main conditions under
which World Bank and International
Development Association's assistance 
for IBRD/IDA projects- is received
pertain to down payment, rate of
interest and loan maturity In relation

to various items of investment such 
as minor irrigation, tractors and other
agricultural machinery, land levelling,
land development etc. These terms
vary according to the type of the pro­
ject.

The technical conditions mainly
peri am to issue of loans for minor
irrigation after venfiying the suit­
ability of the area for ground water
development and. m case of lift irri­
gation programme, after obtaining
clearance fiom the concerned Depart­
ment of the State Government.

fc> The Government have not re­
ceived any complaint regarding the 
impracticability of conditions from
the Managing Dnector of the Agri­
cultural Refinance Corporation.

12 03 hrs.

CALLING ATTENTION TO MATTER
OF URGENT PUBLIC IMPORTANCE

iMi’ vn on Im>j\N Rvpee ok US. Gov-
HJVMFNI’S DECISION TO DEVALUE DOLLAR

MR. SPEAKER: Calling attention
Shu Indrajit Gupta.

SI1RI INDRAJIT GUPTA (Alipore):
I ca1] the attention of the Minister of
Finance to the following matter ot 
m gent public importance and I request
that he may make a statement thereon-

“U.S Governments ilecision t<) 
devalue dollar and its impact on 
Indian Rupee and India’s Trade
with USA and other Western 
countries ”

THE MINISTER OF FINANCE 
fSTIRI YESHWANTRAO CHAVAN):
Mr Speaker, Sir, hon. Members will
recall tfiat I had made a statement on
21st December, 1971 in this House re­
potting the decision of the Govern­
ment in regard to alignment of cur­
rencies on the basis of the agreemert
reached among the Group of Ten at a 
meeting which took place at Washing-
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ton. The international Monetary Fund 
gave approval to this realignment of 
currencies. The Fund also invited 
other Member countries to declare ex- 
change rates for their currencies which 
would be described as Central Rates 
within a margin of 2.25 per cent. I had 
mentioned in my statement that the 
Government of India had decided to 
designate the Central Rate of the 
Indian rupee at Rs. 18.&677 per one 
pound sterling.

It was believed that after this re­
alignment, the international monetary 
situation would be stabilised. How­
ever, the pound sterling was floated on 
23rd June, 1972. Recently, on 12th 
February # 1973, the U.S. announced its 
decision to devalue the dollar by 10 
per cent. The continued imbalance 
among the industrial countries had led 
once again to the recent fluid situa­
tion. After the U.S. announcement, the 
Yen has also been floated and a new 
Central Rate has been fixed for Ger­
man Deutsche Mark.

The situation arising from these 
changes was reviewed by Government 
to terms of our objectives and national 
interest and it was decided to main­
tain the Central Rate of Rs. 18.9677 
per one pound sterling which we !had 
designated in December 1971. The 
Reserve Bank will continue to avail of 
the margin of 2.25 per cent around the 
Central Rate.

Soon after the devaluation of the 
dollar,, the pound sterling had appre­
ciated by 3.7 per cent in terms of the 
new dollar.

However, as the rupee-sterling ratio 
has not changed, the rupee !has also 
correspondingly appreciated by the 
same percentage vis-a-vis the U.S. 
dollar. In view of the 'uncertainties in 
the international currency markets, the 
Reserve Bank has suspended forward 
purchases of pound sterling and spot 
and forward purchases of U.S. dol­
lar. These purchases will be resumed 
as soon as conditions permit.

I must here clarify t!hat the Indian 
rupee has not been devalued by 10 per 
cent along with the U.S. dollar. Our 
exchange rate is designated in terras of 
the pound sterling and as such the 
value of the rupee in relation to other 
currencies 3S derived from the ex­
change rate of pound sterling wit?h 
other currencies. The maintenance of 
stability in terms of the pound ster­
ling, which is used for the purpose of 
invoicing our trade to a substantial 
extent, will be of help to our expor­
ters as well as importers.

In terms of these recent develop­
ments, Govern me'nt is conscious of 
the fact that our exporters will now 
be realising marginally less in terms 
of rupees than before in respect of 
our exports to USA and l̂so in res­
pect of all exports which are invoic­
ed in US dollars. However, I would 
like to mention that because of the 
appreciation of the Deutsche Mark 
and the Yen vis-a-vis the Indian 
rupee, our exporters should gain an 
edge over the products of these coun­
tries in the third markets. As I have 
already mentioned, since the sterl­
ing rupee rate has not changed, there 
will be no adverse effect on exports 
to UK markets and ot*her exports 
which are invoiced in sterling. On 
the import side, the US goods would 
be cheaper to us but the German and 
Japanese goods would be more ex­
pensive. The effects of international 
currency movements on the trade 
will be kept under close review and 
Government will take such action as 
is necessary to ensure that the basic 
objective of securing self-reliance is 
not impaired.

The decision we have taken re­
cently is in keeping wit}h the deci­
sions taken by us in the recent past 
and it will not have a detrimental 
effect on our trade. As the rupee- 
sterling rate regains unchanged and 
the extent- of fluctuation in the ex­
change value of the rupee vis-a-vis 
other currencies is not large its effect
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o'n exports, imports, budgetary re­
ceipts as well as debt service pay­
ments is likely to be of a marginal
nature.

As Honourable Members are aware,
the question of international mone­
tary reform is being considered in
the Ministerial Committee of the
Twenty, of which India is a member.
We !aave sought in this and other
forums to ensure that the reform of
the inter'national monetary system
should reflect fully the needs of the
developing countries for adequate li­
quidity, stability of trade and ex­
change rates, and orderly growth of
world trade with full participation by
developing countries.

SHRI INDR A JIT GUPTA: Sir,
chis statement which has been made
by the !aon. Minister is, in my opinion,
an attempt to lull the House and the
country, if I may say so, into a
false sense of optimism. The dangers
ivhich are inherent in this latest situ­
ation arising out of this devaluation
of the dollar are being under-played
oy the Government.

I would just like to refer him to
his own Economic Survey, the pre­
Budget Economic Survey w'hich has
been made available to us only yes­
terday. In recent mo'nths and in the
last year also, particularly, the Gov­
ernment has rightly been taking cre­
dit for the fact that our export trade
has gone up considerably and imports
have declined to some extent and
the result has been that we have had
a very favourable trade balance or
trade surplus. What does the Eco­
nomic Survey itself say? I will just
refer to one Or two observations only
which show Tiow serious the situation
is just below the appare'nt surface.

“ India’s external payment posi­
tion which had shown a remark­
able improvement in 1971-72
has been under pressure in the
current year , .

This is irrespective of the devaluation
question.

“ . . . during the first ten
months of 1972-73, foreign ex­
change reserves registered a dec­
lin e  of Rs. 59.8 crores.”

This is a very extraordinary pheno­
menon also. In the period when we
have had an almost unprecedented
trade surplus, favourable balance of
trade, in the same period, India’s 
foreign exchange reserves have dec­
lined by 'nearly Rs. 60 crores, accord­
ing to the Governrnent’s Economic
Survey. ’

“This happened despite an im­
proved trade balance. There was
a trade surplus of Rs. 142 crores
in the first eight months of 1972­
73 as against a deficit of Rs. 184 
crores in the corresponding pe­
riod of the preceding year. In
the first eight months of 1972­
73, while exports had registered
an increase of 23 per ce'nt, im­
ports declined by eight per cent.”

Then the question arises, if this was
the situation already before the de­
valuation of the dollar, what was it
due to. Will the recent devaluation
not further aggravate and accentuate
the position and bring much further
pressure upon our trade? The rea­
sons are also given i'n the Economic
Survey. As stated by the Govern­
ment, t'he three reasons are as fol­
lows;—

“Despite considerable improve­
ment in the merchandise trade,
the decline in the foreign ex­
change reserves in 1972-73 is lar­
gely attributable to, firstly, heavy
debt service payments, secondly,
delay in accrual of certain pro­
mised credits and, thirdly, larger
free foreign ex,change spent on
imports.”

So, the enormous advantage which
this country could in the normal
course have derived as a result of
this favourable trade balance has
been more than nullified, more than
negated, by three factors; one is the
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crushing burden of foreign debts 
which we have to on servicing 
hom yeai to year and for which we 
air taking more a'nd more loans in 
order to pay back the previous loans; 
second, the delay in the accrual of 
certain promised credits—I hope you 
will clarify t'nis as to which are 
these credits, which countries had 
promised, from which countries we 
weie expecting them and what was 
the delay due to in then accrual whe- 
Ihei they hove acciued now and if 
not, what is the trouble: and thirdly, 
laigev fiee foreign exchange spent 
on imports I suspect that, in the 
name of launching a vigorous export 
di 1 vo—the Government of India has 
resoited to a mechanism with pri- 
\a1e bu&messmen and big business 
houses they are promised import en­
titlements in exchange for a guaran­
tee that thev will export a consider­
able portion oi their pioducts—, in 
t'->e namo of import entitlement, al- 
>o1*me'nt ol a huge amount of this free 
foreign exchange is being made to 
these bunnpsvmcn for imports We 
do n«t know wc do know but wo did 
not hear from the Government to 
what extent these fiee foreign ex­
change imports have been misused by 
some of these big monopoly houses 
as a result of which actually our 
foreign exchange reserves ate being 
depleted.

Coming to devaluation, the hon 
Minuter say?—just now he has said 
ui the statement—that on the whole 
our trade is not lively to suffer much, 
there may be some marginal effect 
he it* and theie, but it will not have a 
detrimental effect on our trade—he 
says But even 'his own Economic 
Survey belies this. The Survey ap­
prehends some disruption of India s 
exports as a result of the loss of 
Commonwealth preferences iU the 
UK market and also expresses the 
fear that “ in the ab-ence of suitable 
action the enlargement of the EEC 
and the establishment of a free trade 
area in manufactures covering nearly 
the w^ole of Western Europe may

more or less neutralise any beneficial 
cfTects that India may have expected 
ac a result of the adoption by Euro­
pean countries of the UNCTAD 
Scheme of Generalised Tariff and 
Preierencees in favour of developing 
countries ”

What I would like to bring to his 
attention is that already before this 
devaluation 01 the dollar took place 
a very serious reversal of the earlier 
favourable tren ĵ was already begin­
ning to come mto operation and is 
lefeired +0 m apprehensive terms by 
the Government’s own Economic Sur­
vey, it will not be possible in
the coming vears to sustain this high 
1 ate of exports and it will not be 
possible also in the coming year to 
eut down imports. Rather the im- 
poit bill is likely to go up consider­
ably because of our needs for steel, 
chemicals, fertilisers, foodgrains and 
so on.

On +f>P of this, in this situation, this 
dollai devaluation which has taken 
place is a very serious matter and al­
though the Government has decided 
that we should maintain our exchange 
late with the pound sterling as he 
has vnentioned in this statement, at 
the rate of 18 9677 rupees per one 
pound sterling. .

SHRI JYOTIRMOY BOSU (Dia­
mond Harbour): After devaluing it
last year by 4J per cent.

SHRI INDRAJIT GUPTA: But,
because the pound itself has been 
allowed to float and the pound itself 
has appreciated in terms of the dol- 
lai, whether it is 3 per cent or 4 per 
' ont or whatever it is to that extent 
a de jaclo devaluation of the rupee 
has already taken place.

Now, therefore, the question I 
would like to ask is: that in view of 
this loss of the Commonwealth pre­
ference markets in the UK and in 
view of the fact that oup trade with 
('lie sterling area no longer occupies
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that very important or major share
which it used to at one time and is 
in fact dwindling and in view of the
fact that the European Economic
Community’s new re-organisation
will also have an unfavourable im­
pact on our trade, unless some very
special steps and measures can be
taken for which also we are not in
a position to do anything unless many
other countries also co-operate and
agree with us, whic'h is a doubtful
thing, I would like to know what is 
the thinking of the Government of
India, why the rupee should continue
to be kept as a sort of an appendage
of the pound? The pound is not a 
particularly strong or stable interna­
tional currency now any more be­
cause the poimd’s own equation with
ofner internaiionai currencies, with
the dollar^ Mark and the yen is fluc­
tuating all the time, and, therefore, I 
see no reason why this line must be
followed for all time that the rupee’s 
parity with the pound must be main­
tained, when the pound itself is fluc­
tuating all the time against other
currencies.

SHRl YESHWANTRAO CHAVAN;
What is the solution?

SHRI INDRAJIT GUPTA; My
solution is that for the purpose of in­
ternational dealings we should utilise
rupee’s gold parity, not the parity
with the pound, which is in fact in­
ternationally accepted as the ex­
change rate.

SHRI YESHWANTRAO CHAVAN:
It means devaluation.

SHRI INDRAJIT GUPTA; That is 
a difterent matter. It ma.y be devalu­
ed or revalued. I do not see why we
should continue to make the rupee as
an appendage of fhe pou'nd sterling.

He has mentioned the question of
Special Drawing Rights and that we
are trying through this committee of
twenty to see that the needs of the
developing countries including India
are met more satisfactorily. Well,
all power to his elbow, but I would
like to say that we cannot depend

for all the time on this com­
mittee of twenty to safeguard our
interests. In view of the explanation
given in the Ek;onomic Survey itself
regarding t'he main reasons why the
position is turned against us and why
the foreign exchange reserves are
being frittered away, will the Minis­
ter consider same solution on those
issues themselves which are high­
lighted in the Economic Survey it­
self? Whenever we raised the ques­
tion 'here in the past for moratorium
on debts, he always said, I kjiow,
that is your pet thing, you always
say that, we cannot do it, it is not
playing cricket, it is very bad for
India’s prestige and so on and so
forth. In view of the serious situa­
tion and his continued harping on the
question of national interest I would
like him to tell us, when these foreign
exchange reserves are being depleted
drastically due to heavy drain on ac­
count of debt service dharges, why
the Government of India should not
consider moratorium on debts for a 
certain time to come.

Then on the question of diversify­
ing exports, I would like to ask him
this question. He has said in page
2 of the statement as follows;

“Because of the appreciation of
the Deutsche Mark and the Yen
vis-a-vis the Indian rupee our
exporters s'hould gain an edge
over the products of these coun­
tries in the third markets,”

As far as our traditional exports are
concerned like ,iute manufacturers,
tea and skins and hides and so on,
the Germans or the Japanese are not
particularly our competitors in the
third market for these items. I would
like to ask whether it is not a fact
that if we can have an edge over
tfne products of these countries in
third markets, whether the margin
of advantage in respect of price will
be enough to counterbalance their
superior quality and so on. As far as
these traditional items are concerned,
the optimism which he is trying to
show will not apply certainly. So, I
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want to know: what really is their
thinking about that? The imorts from 
Germany and Japan are increasing 
into our country. They are becoming 
more costly. What are the ranplS of 
products in regard to which we hope 
to compete in foreign markets at mure 
favourable terms because of devalua­
tion’  Th,o situation is quite bad and 
it should not be painted in such rosv 
terms He xR free to say, we are 
watching the situation c-arefully, wo 
are taking further steps and so on 
The general picture painted is one of 
general 'optimism. This does not ex­
actly correspond with the analysis and 
the forecast given in his own Economic 
Survey and therefore it rs that he 
should t,«ll us that if necessary tlir* 
rup^e will not continue to be kept as 
an appendage of the pound or of any 
other foreign currency, but in terms 
o{ self-reliance, some new way should 
be found out by winch we can diver 
sify exports on the one hand and by 
declaring moratorium on deb's on th» 
other hand and by dealing with r<ur 
foreign transactions on th,— basis if the 
intrinsic gold value of the tup^e so 
that we try lo save ourselves from 
further buffet mgs which are caused 
by recent fluctuations which ar» tak­
ing place in the international money 
markets

SHRI YESHWANTRAO CHAVAN: 
The hon. Member has ntis-df»scnbod 
my statement 1 have not painted » 
rosy picture. I have not alsr> made a 
panicky statement. It is not my in­
tention to create any panic or compla­
cency, whether it is about our econo­
mic system or with regard to out- own 
foreign exchange position. It is actu­
ally far from that. I do not want lo 
create panic and say that uncertainties 
of world monetary system has come 
down on us and completely dislocated 
our situation. This is my only point 
This is the purpose for which the 
statement is made.

The hon. Member has said two 
things, and these are two different 
things. Certainly, we have given the 
picture as it emerges out of the eco­

nomic situation in 1972-73 in our eco­
nomic survey, and, there we have cer­
tainly admitted and We have certainly 
indicated also that there was pressure 
on the foreign exchange balance posi­
tion in 1072-73 and we have also indi­
cated that this pressure is going to con­
tinue even in the next year.

SHRI INDRAJIT GUPTA: Despite
a favourable trade balance.

SHRI YESHWANTRAO CHAVAN: 
At the same tims, the hon. Member 
himself quoted from the Economic 
Survey itself th*? reasons for ihosf* 
things. He wanted some explanation 
about one item or one article, and 
that was primarily in regard to delays 
m the arrivals of the receipts That 
wa* one point to which he made a 
reference I would like to tell him 
that th|« delay was primarily in the 
debt relief scheme, which amounted to 
nearly 148 million dollars. Only a 
small portion of thig was received dur­
ing April—November

SIIRI INDRAJIT GUPTA: Why’  
What was the delay due to? Was it 
due to a matter of policy or other 
reasons?

SHRI YESHWANTRAO CHAVAN: 
There were certainly policy matters 
but there was also the question of the 
approval by their own Governments 
and th'jir own legislatures, and natu­
rally consultations and negotiations 
were going on Possibly, the U.S.A 
was delaying because of its own 
tactics . . .

SHRI INDRAJIT GUPTA: Trying
to pressurise us.

SHRI YESHWANTRAO CHAVAN: 
But we did not allow us to be pres­
surised by anybody. What others do 
is a different matter. But really 
speaking, it i§ our determination not 
to get pressurised by anybody, which 
is the only thing that I can guarantee 
But the situation after November had 
changed, and most of the debt relief 
has materialised. That has certainly 
helped us to improve our foreign ex ­
change situation.



The question ol devaluation is a 
completely different thing. The pre­
sent devaluation has arisen out of 
eer am economic situation in the world 
as such. Really speaking, in order 
to untK’tstand this problem of the ore- 
s.2nt monetary system, it is much better 
to understand some of the basic facts 
and the basic realities of the monetary 
system, whether one likes it or not. 
The basii fact is that the world tiade 
is expanding and has to expand. It is 
in our interest, particularly, m the 
interest of the developing countries? 
thut the woild trade should expand, 
not only should it expand, but oui 
sharp in it also should expand .

SHRI SHYAMNANDAN MISHKA 
(Begusarai): Our share in the world 
tiade is diminishing

SHRI YESHWANTRAO CHAVAN 
I am talking about the objretnes 
But unfortunately the point is thai 
along with the exapnding trade, the 
necessary liquidity for the expanding 
trade is not equally expanding. The 
whole problem has arisen because of 
this The deficit trade balance of 
America is, really speaking mainly jus- 
ponsible for it.

In another way, it I may use the 
phraseology of my hon. friend, the eco­
nomic interests of the three bi-mdus- 
tnalised countries’ group, namely 
Western Europe, the USA and Japan 
are coming into conflict, and this is 
bringing about this sort of war of 
exchange rates. So, it is not ot oui 
creation. If oui country has to func­
tion m the international market or the 
trade market, we have to accept cer­
tain intervention or reserve currencies, 
which are those intervention currencies 
which are accepted not only by us but 
even by the so-called big countries in 
Western Europe? There are only two 
currencies which allow themselves to 
be used as intervention currencies; one 
is the dollar and the other is the 
sterling. These are the facts. When 
we saw that the dollar was under >uch 
a, pressure, and we were aware of that 
for a long time, when we saw and »ve 
got the indications sometimes in Api il,
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1971 before America took steps
some hup m August, 1971, when w  ̂
saw tli »t th' dollar was getting under 
more and more pressure, we tnought 
that H was much better that w*. <ried
0 take the pound The phraseology 

that js used ot that was being used 
that our cuirency was the appendage 
of some other currency is not at all 
correct What we ait really doing is 
this We have t0 lix up certain ec*n- 
'ial lat^s foi the purpose of foreign 
trade, and that central rate is desig­
nated m terms of the pound We ate 
not an appendage We aie not fixed 
and we aie not bound Tomorrow, if 
it is foirid th,it it is m our national 
interest to delink oui selves, we c^n 
certainly delink ourselves liom ster­
ling

The suggestion mudf> by the hon. 
Mjmbei onl\ shows that he has not 
gone into tht depth of it, because he is 
auite intelligent enough to see the 
reasoning of it He asked why we did 
not link ourselves with gold. The 
mam difficulty 01 the whole trouble 
has st *rted because gold itself i-? m 
ti oubie

Then foi e, w e have to see what is
111 our interest In this tioubled, con­
flicting, intriguing and cruel woild. 
we have to save oui selves ana our 
interests and act accordingly M.v 
idea is not to give a rosy piciuie 
because vve ourselves ere m a basic 
diflicult> heie Wc must not add :o 
our difficulty by taking -,01110 Liu\c 
positions

SHRI INDRAJIT GUPTA What 
about the mmatonum pninP

SHRI YESHWANTRAO CHAVAN 
It is vet.\ »* - to talk about the mora­
torium pou.1

SHRI INDRAJIT GUPTA Tlic Sux- 
\ey lefers to it a* one of the most 
critical things,

SIIRI YESHWANTRAO CHAVAN: 
That is true. As he very rightly said.
1 he answer is in the diversification of

11M)4 (SAKA) Rupee of Dollar 214
devaluation (C.A. >



215 Impact on FEBRUARY 23, 1973

LShri Yeshwantrao Chavan]

our exports, it is in import substitu­
tion, it is in self-reliance. I f  at all we 
want to have to have more imports 
because we have to have more impotta 
if we want to keep our industry 
going— natural.y we require raw mate­
rials, swme spares and other things for 
which we are spending, if  at all we 
want to cut down on other imports, we 
w ill have to resort to import substi­
tution . . .

SHRI JYOTIRM OY BOSU: This is 
because of your suicidal policy.

SHRI YESHW ANTRAO CHAVAN: 
Unfortunately, we had to spend a 
large part of our foreign exchange on 
import of foodgrains which we never 
expected. This is also a fact of life 
that we have to contend with.

SHRI JYOTIRMOY BOSU; Because 
you neglected that vital centre.

SHRI YESHW ANTRAO CHAVAN: 
He said we must diversify our exports 
It is a very important thing. We have 
to do it. These are the things which, 
really speaking, w ill see us out of our 
present difficulty. But if  you merely 
talk of the slogan of moratorium, it 
w ill unnecessarily create unfa,vourable 
conditions of us. This is my own 
assessment.

SHRI JYOTIRM OY BOSU: Capita­
list path of development.

SHRI P. VENKATASUBBAIAH 
(Nandyal); I am glad the hon. Minis­
ter has said that we do not want to 
be an appendage of any other mone­
tary system. He knew that the dollar 
was under constant pressure and was 
floating. That was why we switched 
on to the pound sterling. Even the 
pound sterling has been under con­
stant pressure for the last four or five 
years. When he says that we do not 
want to be an appendage of any other 
monetary system. I would ask him, if 
that is So and if there are no inhibi­
tions or motions about having any 
sort of link with the pound sterling or 
dollar which is ad\'erse to our -Inter-
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ests, when in the last four or five years 
the pound sterling has been under 
constant pressure either on its own 
or by the adverse .gfiect it had as a 
result of the devaluation of the dollar, 
why should he not switch on to a 
relationship v/ith other currencies, for 
instance, the Deutschemark, the Swiss 
Franc or the Japanese Yen? Why 
should he not ponder over that matter 
so that We may gain since we do not 
have any sort of inhibitions in regal’d 
to linking with any other monetary 
system?

SHRI YESHW ANTRAO CHAVAN: 
The hon. member does not realise one 
thing. It is not a question of our 
choice in this matter. The Deutsche­
mark, Yen or even the French Franc— 
they do not allow themselv&s to be 
used as intervention currencies. That 
is one thing. It is not something you 
can sit down and make a choice. Thoss 
countries have got their own economic 
policies, national policies. (Interrup­
tions).

The point is that it is not one cur­
rency which is in trouble. You will 
find that the entire currency and mone­
tary system is in trouble. There is 
some sort of uncertainty and instability 
Therefore, the solution is not Just to 
jump from one currency to the other. 
I f  at all we have to make an effort, we 
w ill have to see that we create a 
monetary system whereby there is 
some sort of stability. We have cer­
tainly been approaching this problem 
independently trying to see that we 
evolve a sort of consenus among deve­
loping countries which sometimes are 
apt to differ. This is our ma.ior difli- 
culty. As always happens, th,e ex­
ploited are more divided sometimes.

So our major effort in this matter 
w ill be to see that evolve a certain 
consensus among these countries and 
try to create a monetary system which 
w ill be somewha,t based on the fixed 
parties, because that is going to be 
in the interest o f the developing count­
ries.

I f  there is no certainty on that mat­
ter, we have no opportunity of taking
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oui' proper share in the expanding,
world trade. If we do not do that,
there is no possibility for Us of 'nak- 
ing resources available for develop­
ment o f the daveloping countries.

So it is not just a simple question
of jumping from  this to the other,
from dollar to gold or gold to rupea.
It is not so simple as that. We have
to see the world as it is, functioning
as it is and then try to carve out a 
situation and work out a policy which
will be in our interest.

MR. SPEAKER; Shri Bhagwat Jha
Azad— absent. Prof. Dandavate.

PROF. MADHU DANDAVATE
(Rajapur); Mr. Speaker, Sir, the P re­
sent currency crisis is not an isolated
event. I feel that it is a continuing
process. That is thg reason why I
did not table an adjournment motion
but simply a calling attention notice.

Sir, after the Smithsonian agree­
ment o f December, 1971, three distur­
bing events have taken place, and they
are not again just a malady but they
are really the symptoms of a disease.
At the first stage there was the float­
ing of the pound; at the second stage,
there came the 10 per cent devalua­
tion o f the dollar and, a.s a conse­
quence of it, certain steps have taken
place for the floating of the Yen, the
Japanese currency. These have cer­
tain impacts on the economy of our
country, and on our trade relation
with other countries also indirectly.

I am not in agreement with our
friend Shri Indrajit Gupta when he
painted the statement of the Finance
Minister as a rosy picture. I think
he hims.elf has not painted a rosy pic­
ture, but I would say he has put in an
overcautious picture, and that is why
the Reserve Bank has already issued
instructions that the forward dealing
in sterling and dollars should be sus­
pended. The attitude is that we want
to watch the situation; only watch in a 
manner by which you would lose the
initiative from your hands and you
are not able to control the situation.
That is our contention,

1894 (SA KA ) Rupee of Dollar 2 18  
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At the very outset, I would like to
point out that we must try to under-
Gtand why this development has taken
place and why there has been a deva- 
luatio -i of the do lar by 10 per cent.
It was the imperative need for the
United States of America, for they
went building a certain economy
taking up a certain political orienta- 
ation. They had involved themselves
in Viet Nam by a huge defence bud­
get, and their entire balance o f pay­
ment position was completely distur­
bed. But it was described as a con­
tinuing process and as was said,, ac­
tually a de facto devaluation had al­
ready taken place. There was no
way out, and therefore they had to
devalue Ihe dollar by 10 per cent.

As soon as that was done, a new
problem came before us. So, if it is
true that wa are now directly involv­
ed, because our rupee is linked up—
whether you may like it or not—with
the pound-sterling, and though a 10 
per cent devaluation of the dollar has
been affected a three and a half per
cent appreciation in terms of the new
dollar has .already been introduced.
In your statement, you have correctly
stated that this is the only change
that has been introduced and because
of this appreciation up to an extent
o f three and a half per cent, a corres­
ponding apreciation has taken place
in our currency also. You have said
that this is very marginal, but we
would like to know from you, even
w'ith this marginal change of three
and a half per cent, what is the im­
pact on our tarde and what are the
impacts on our export and on our im ­
port. We would like to analyse thnt
problem.

Another problem that I would like
to pose and seek clarification frorr.> 
the Finance Minister is this. Is it
not the time, has not the time come
v/hen we have to given up our rigid
attitude to link up our rupee with the
sterling? There is another aspect here.
There is a school of thought that has
been propounding the point of view
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LProf, Madhu Dandavatej
that one third ol our trade is involved
with the socialist countries or, to put
it correctly, the communist countries.
If the United KinRdom, United States
of America and Soviet Russia, v/hy
should we take a rigid posture of
linKing our currency only with them?

Here, 1 would like to pose a new
problem. Probably the suggestion
has not come over here, but I would
like to place a new, constructive pro­
posal. Now, the USA and the United
Kingdom account for a considerable
share of India’s export to which he
has made a refernce. They do not
offer an expanding market for Indian
goods particularly the new traditio­
nal products. Should we not work
out a new trade relationship and a 
new agreement with countries like
those in the South East, the Middle
East and the African countries, so that
w'e can insulate our economy from
the turmoil of currency that iG tak­
ing place? We are now getting com ­
pletely mixed up with the mess that
is taking place. We are only thinking
in terms of what happens in the Uni­
ted States o f America and what hap­
pens in the United Kingdom. In or­
der that we should be able to insulate
ourselves from  the currency turmoil,
will it not be possible for us—I would
like to know from  the Finance Minis­
ter—to enter into a new type of trade
relationship and agreement with the
African countries and with the South
East Asian countries?

There is another factor to which I
would refer, namely, the European
Community. We are pinning our
faith in the United Kingdom, and
linking our currency with Pound-
Sterling. Britain Ig part and pracel of
the European community and they
are now more susceptible to pres­
sures from the European community
and they will be more con­
cerned with their own interests.
So they w ill not give much
attention to the interest of our econo­
my. Is it not necessary now that the
linking o f the rupee to Sterling
should be given up; that is the pro­

blem that we should consider.
To improve our balance of payments

position and to secure more foreign
exchange, especially after the pressm
currency crisis does our Government
propose to give more export conces­
sions and levy more import surchar­
ges. When alternatives are being
suggested. I should like to point out . 
to the Finance Minister that even
small countries like Malaysia and
Singapore can ignore dollar de­
valuation and keep the gold parity of
their currencies unchanged. Should
India with more diversified trade re­
lations take a more firm attitude in
facing the challenges from Washing­
ton and London'?

In the end, you have already stated
at the end of your statement that you
will be sitting in the Twenty Membei
Committee on monetary reforms and
contributing your own share in the
discussions. Is it possib'e for you to
spall out some outlines of the policy
that you would like to put forward
there to secure arrangements which ■ 
would reflect our needs o f stability of
trade and exchange rates and
orderly growth of the world trade. If
you arc able to indicate what steps
you are likely to take, probably the
country will feel that you are not
merely taking an attitude of ‘watch
and wait’ but you are taking certain
concrete measures to see that the
situation improves.

SHRI YESHWANTRAO CHAVAN:
The first part is merely on exposition
as he understood the problem. He put
me an important question at the end
of his speech, which I shall try to
answer. He asked: why is it that we
do not develop our trade relations
w'ith the South East Asian countries or
the Middle Eastern countries? I have
no objection to that; that is in fact
what we shall have to do and we are
making efforts in that direction. But
he forgets that those parts also are
part o f  the entire uncertainty;
they are even more closely linked
with the trouble than we are; hon.
Members are intelligent enough to
see the whole thing and say how the
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present trouble has affected every­
body; I should say that it has affect­
ed marginally even the East European 
countries and they have to take note 
of it; they have to keep their world 
trade relations.

He asked: what line we were 
going to take in C-20. It will take 
much time if I explain all the details 
and so I shall indicate the major 
lines. We aim at thds. We see that the 
so-called intervention currencies are 
getting into trouble. He wanted to 
know the reason for the dollar getting 
into trouble. Dollar has come into 
trouble because of the deficit trade 
balance with Japan on the one side; 
they think that discriminatory prac­
tices are resorted by the West Euro­
pean countries. This is the case of the 
United States. The case of the other 
two parties is that there is lack of 
action to control their own inflationary 
conditions in America. Therefore 
they are not responding. This is the 
basic cause of the trouble. Our objec­
tive must be to find out some third 
neutralised unit which could be used 
as intervention currency; that is 
likely to be the special drawing 
rights, SDR as they are called. Our 
effort will be to see that there is 
increase in the international liquidity 
and that international liquidity is 
controlled internationally. This will be 
our fire effort. At the present moment 
there is no increase In international 
liquidity and there is no international 
control because there is a sort of 
competitive devaluation. We want a 
situation where there will be increas** 
ed international liquidity to be 
controlled internationally of which 
we should be also a part. We want 
the S.D.Rs. to play more and more 
effective role.

At the came time, wte would like 
to «ee that the developing countries 
will have an increasing and effective 
voice ih the Structure of the monetary 
ozfftftl&tton, monetary forums, like, 
th« International Monetary Fund, At 
the present moment, a large number 
of feota&ttfai have got about tft bet- 
3401 L.S.— 8

cent quota in the voting rights there. 
Possibly, we will have to see that we 
get a better voice there. We will have 
to see that the Special Drawing 
Rights will also have something to 
do with the development of finance of 
those countries.

So, these are the four major planka 
on which we are going to make an 
effort. But those efforts will depend 
upon the unity and the consensu* 
among the developing countries. As 
it is, the developing countries are in 
the minority in the Committee of 
Twenty. It depends upon the efforts, 
the patience and the wisdom with 
which we go ahead with this matter.

PROF. MADHU DANDAVATE: As 
far as Japan is concerned, for inst­
ance, after the floating of Yen, since 
we want for our fertiliser projects 
certain equipment from Japan—you 
have given an indication that there 
will be no impact at all---will there 
not be an impact on it?

SHRI YESHWANTRAO CHAVAN:
I a’m talking about the present foreign 
exchange reserves, the present trend 
of debts, etc. Certainly, there will be 
a marginal effect. Ifl we want to 
increase more trade with Japan, 
possibly which we will have to do, 
certainly, there will be some effect.

vm rw m  (wfsrrr*-) :
marar ngtor f a  %
■w ijh . it aft *nf fc *n?

t  1 tit f̂t *tt#-

wft w  ft s w  «nr o t  $ t
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***?  $  i w t  m 
arrr sfr*nw 3ftr ffcrr frrqrer 
wmifirw | 1 irtfV q rerffrp 
farftr i9663r$R%

vTwappR t o r  «m  
Mifocr f  fa  t o w
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SHRI YESHWANTRAO CHAVAN: 
Most of the points that the hon. 
Member has raised on this, I have 
tried to deal with them in my reply. 
The only new point that he has raised, 
if I have understood him correctly, 
is how we are going to achieve the 
indication that we have given about 
•expansion of export trade. That 
naturally will have to be in the non- 
conventional items. That also wc will 
have to see to which countries we go.< 
Naturally, competition is not merely 
in terms of rates, but it is also in 
terms of quality—the point to which 
hon. Member, Shri Indrajit Gupta 
made a reference. Ultimately it will 
depend not merely on the rate but also 
on the quality of the product and the 
commodities that we supply. Certainly 
we have got an edge over the cur­
rency in some of the third countries. 
That only shows the abjective situa­
tion. In what way we will be able 
to dg. that, it is certainly a question 
of going into the details of it. I do 
rot think that strategy can be explain­
ed openly in detail, if it is going to 
be competitive like th’g. But we wish 
tthat we will certainly do that.

His main point was that the cur­
rencies, Deutsch Mark and Yen, are 
strong1 today. Really speaking, Dollar 
has made thfs attack to make them

Matter under 226
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more weak. Let ug not consider that 
they are strong and they will remain 
permanently strong. It is a very 
shifting ground and in th«J shifting 
ground we will have to be very care­
ful.

MR. SPEAKER: Now, I will call the 
•members at the proper time.

SHRI SHYAMNANDAN MISHRA; 
The question of privilege should 
receive precedence, according to the 
Rules of Procedure, over other 
matters. This is my only submission.

MR. SPEAKER.: I shall be calling 
ths members at the proper time.

SHRI JYOTIRMOY BOSU: After 
you have called him. Sir, please allow 
me to make a mention about burning 
of the Harijan bastis at Raniganj.

MR. SPEAKER: I will come to that 
later on.

SHRI JYOTIRMOY BOSU; My 
complete obedience to the Chair.

MR. SPEAKER; What a change 
overnight!

12.55 hrs.
MATTER UNDER RULE 377

A l l e g e d  W r o n g  S t a t e m e n t s  b y  
M i n is t e r s

MR. SPEAKER: Shri Shyamnandan 
Mishra.

SHRI SHYAMNANDAN MISHRA 
(Begusarai): It is with a great sense 
of responsibility a n d  in  no lightheart­
ed spirit that I have to raise a ques­
tion of privilege under Rule 222 of 
the Rules of Procedure and Conduct 
of Business, which has got very 
serious implications and dimensions, 
against the hon. Minister of industrial 
Development, Shri C. Subramaniam 
and the hon. Minister of State in the 
Ministry of Defence, Shri Vidya 
Charan Shukla, for having deliberately 
made wrong and (misleading state­
ments before this House on the 22nd 
December 1872, while intervening in


