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the MineraI Oils (Additional 
Duties of Excise and Customs) 
Act, 1958, be taken into considera-
tion." 

The motion was adopted. 
Mr. Speaker: The question is: 

"Tha t clauses 1 to 5, the Enact-
ing Formula and the Title stand 
part of the Bill." 

The motion was adopted. 
Clauses 1 to 5, the Enacting Formufa 
elM the Title were added to the Bill. 

8hri B. R. Bh3gat: I beg to move: 

"That the Bill be p9ued." 

Mr. Speaker: The question is: 

"That the Bill be passed." 

The motion was adopted. 

U.8% hrs. 

FOREIGN 
TION 
19M. 

EXCHANGE REGULA-
(AMENDMENT) BILL, 

The Minister of Fin~nce (Shrt T. T. 
Krishnamachari): Mr. Speaker. Sir. I 
beg to move-: 

"That the Bill further to amend 
the Foreign Exchange Regulation 
Act, 1947, be taken into considera-
tion." 

The pcovisions of the Bill have con-
aiderable relevance inasmuch as our 
foreign exchange situation continues 
to be difficult. Last time, I came 
before this House in 1957 to fill uo the 
lacuna we had discovered during the 
"eriod of 10 years from 1947. On that 
occasion this law for regulating deal-
ings in foreign exchange was also 
placed On a permanent footing as the 
Deed for regulation of foreign exchange 
transactions was likely to continue for 
a cnnslde:able time. We have lived 
with this shortage for quite some years 
and if the experience of other develop-

ing countries is any guide, we should 
be prepared for this situation to con-
tinue for still some more time to come. 

The amendments now proposed aim 
at plugging some loopholes that have 
come to our notice and at strengthen-
ing the enforcement machinery charg-
ed with implementing the law. The 
experience gained in the implementa-
tion of the law is not restricted to 
Government only. Even the offenders· 
and the people so inclined have 
shared in this knowledge. It has, 
therefore, become necessary to make 
suitable changes to meet the situation 
that now exists. 

Our foreign exchange earnings on 
invisible account have shown a decline 
in recent years. People of Indian 
origin settled abroad have been making 
substantial remitbncps to this country 
but this source of foreign exchange 
has shown indications of drying up. 1 
might mention for the benefit of the 
House that in respect of a particular 
country Malaya we were getting 
Rs. 18.9 crores in 1956-57; 1957-58-
Rs. J 7.4 erares; 1958-59-Rs. 12 crores; 
1959-60-Rs. 10.6 crores; 1960-61-
Rs. 4.7 erores and in 1961-62, for which 
we have accounts, it is Rs. 3.1 ccorea. 
This is indicative of the fact that this 
source is drying up. While there an. 
various reasons for this, one problem 
we are concerned with is the racke-
teering that is going on through illegal 
channels. It is an offence now, oC 
course, for a dealer not specifi~all:r 
authorised under the provisions of this 
Act to carry on foreign exchange 
transactions. But the actual recipient 
of such illegal remittances is not now 
liable under the law. It is now pro-
posed through an amendment of sub-
section (1) (a) of section 5 of the Act 
to bring such persons within the m;" 
chief of law. 

Today, no Indian resident can settle 
prop~rty in favour of a non-resident 
without obtaining the ReserVe Bank'" 
permislliOl'l. 

-Moved with the recommendation of the President. 
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Shri Bad Vishnu Kamath (Hoshan-
gabad): I am sorry to interrupt the 
Finance Minister. But I think, when 
he speaks, and more so on this Bill 
we must have a quorum in the House. 

Shri Nambiar (Tiruchirapalli): It 
is an important measure. 

Mr. Speaker: The bell is being 
rung. . Now there is quorum. 

Shrl T. T. Krishnamaeharl: Today, 
no Indian resident can settle property 
in favour of a non-resident without 
obtaining the Reserve Bank's permis-
sion. We had felt that such a settle-
ment need not be restricted when it 
is made by "will" or as a gift. This 
was motivated by our desire to honour 
the last wishes of the dead and not to 
stille the charitable instinct. I wish 1 
could continue to be generous. The 
time, however, has arrived when all 
transfers of property in favour of non-
residents have to be regulated doing 
away with the dill'erential treatment 
~ven to "wills" 'and gifts. At the same 
time, we are rectifying what I sonsider 
an undue restriction. As the regula-
tions stand today, settlements of pro-
p~rty, otherwise than bv "will", in 
favour of a non-resident,' made with-
out· the pe-mission of the Reserve 
Bank of India, are totally invalid in 
so far as they confer any right or 
benefit in favour of a non-resident. 
But our main concern is not to pre-
vent a non-resident from acquiring 
this interest but is only to prevent the 
possible outgo of foreign exchange. 
Section 17 is, therefore. being amend",d 
to lay down that such transfers will 
not create an automatic right of remit-
tances but will be quite valid other-
wise. 

We welcome foreign investment 
needed for our industrial development 
and this country has a good record of 
permitting repatriation of foreign 
capital and remittance of Interest, 
dividends, prOfits, etc. To keep to this 
record. prudence requires that we take 
On resoonsibility only to the extent 
we can honour. Our present policy 
does not normally permit foreign 

(Amendment) Bm 
investment in purely trading, banking 
and commercial activities--fields 
where it does not possess this advant· 
age. When a company incorporated in 
India seeks to issue shares in favour 
of a non-resident, it is obliged ~ 
obtain the permission of the Reserve 
Bank under the Foreign Exchange 
Regulation Act. This is the mecha. 
nism whereby the foreign investment 
is reg1llated to those sectors of indus-
try where it is most needed. If a 
foreign company, however, chooses tc. 
undertake trading and marketing 
activities without taking the trouble 
of in co 'porating a company under the 
Indian laws, it is under no obligatIOn 
to seek permission under any law of 
this country. This is an obvious lacuna 
in our Exc"ange Control Rei!ulatioD~ 

and we propose to take this oppor-
tunity to fill the gap. The new Section 
18A lays down that a company incor-
porated outside India or a company 
incorporated in India but substantially 
controlled by non-residents can act as 
an agent in trading and commercial 
transactions or as advise-s only with 
the permission of the Reserve Bank. 
This is an enabling law in line witb 
Government's proclaimed policy on 
foreign investments and does not 
imply any new policy departure in 
this regard. 

. The second category of the amend-
ments p 'oposed seeks to streamline 
our machinery for enforcement, How-
ever perfect and well me'lning the law 
may be, the desired objective can ~ 
achieved only by organizing proper 
machinery to adequately deal with 
the work. The number of cases regis-
tered with the Directorate of Enforce-
ment for the violation of the p 'ovisJonlf 
of this law has risen from nearly 1,70() 
in 1960 to approximately 3,500 in 1963. 
It is not merely the volume of the 
work that has multiplied but the 
nature of the cases t':Jemselves is get-
ting more and more complex. In 1957 
when adjudication was first adopted 
as a speedier and more expedient 
method of settling these cases in lieu 
of prosecution, the power of adjudica-
tion was conferred only on the Direc-
tor himself and not on any other officer 
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in the hierarchy. Our expectation at 
that tim" was that the number of 
foreign exchange cases would not be 
large. I am afraid that this expecta-
tion has been belied. The volume of 
work in the investigation of numerous 
cases and initiating adjudication pro-
ceedings necessitates that the Directo-
rate of Enforcement should get full 
assistance from officers of Customs, 
Central Excise, Police and other 
Departments of Government. We are 
taking powers to entrust any or all of 
the functions of the Director of 
Enforcement to officers of the above-
mentioned Departments. 

To enable the Directorate of Enforce-
ment to investigate any violations of 
law effectively, it is proposed to give 
these officers powers which the cus-
toms officers have been enjoying, that 
is, power to arrest, to stop and search 
conveyances, to search premises, to 
examine persons, to summon persons 
and record their evidence etc. These 
are measures to put some teeth into 
this organisation, and I am certain 
that I have the whole House with mc 
in this matter. If in the course of 
investigation, the officers of the Direc-
torate of Enforcement come across 
doc>tments which would be of interest 
to other Departments of the Govern-
ment, we are empowering them to 
communicate the relevant information 
to the concerned duly authorised 
officers. 

Appeals from the decisions of the 
Director of Enforcement are heard by 
the appellate board which consists of 
a ch'li"man and one more member. 
The composition of the appellate board 
ill being altered so as to have three 
persons in all in order to take care of 
those contingencies where there is a 
disagreement in the views of the 
members of the Board. 

Shn Han VIshnu Kamath: What 
about investigation by the enforce-
ment directorate in foreign countries? 

Shri T. T. Krishnarnachari: We 
have to depend upon other agencies 
for it such as the Interpol or such 
other agency which may help us in 
this matter. 

We are also providing for an appeal 
against the decisions of the board to 
the High Court on points of law only. 
The punishments provided under this 
law cannot have a deterrent effect 
unless a social stigma is created 
against the offenders. It is, therefore, 
bein~ provided that subject to such 
conditions as may be prescribed. the 
names and other particulars of per-
so')S found guilty of contravention of 
this law can be published. 

Sir, I move. 

Mr. Speaker: MotiOn moved: 

"':i'hat the Bill further to amend 
the Foreign Exchange Regulation 
Act, 1947, be taken into considera-
tion.". 

There are no amendments to the 
clauses excepting only one, I think. 
Therefore, I do not think that we 
should allot much time for the clause-
by-clause consideration stage. 

Shri Hari Vishnu Kamath: What is 
the time allotted for this Bill? 

Mr. Speaker: We had no idea our-
selves: we had allotted 4 hours, but 
that appears to be too much. 

Shri Hari Vishnu Kamath: Perhaps 
we may have th:'ee hours. 

Shri N. Dandeker (Gonda): I am 
glad that this measure has been 
brought forward. I know over the 
years both from the point of view of 
industry that requires foreign ex-
change as well as from the point of 
view of a large number of people 
who want It to educate their 
children abroad and for other 
types of normal necessities, how 
very much thp.y are being adversely 
affected by the fact of the shortage of 
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foreign exchange, I would endorse 
the point of view urged by the Finance 
Minister that there is need, wherever 
possible, to tighten up the machinery 
and various other p;'ovisions of the 
Foreign Exchange Regulation Act, so 
as to reduce to the minimum, at any 
rate, leakages of foreign exchange, 
quite apart ,.from the problem of how 
to earn more foreign exchange or how 
to spend less foreign exchange. So, 
in general, indeed more than in gene-
ral, on the whole, I am entirely in 
agreement with the proposal and sup-
port the Bill. 

In doing so, however, I would like 
to take this opportunity to make some 
observations both of a general kind 
and some of a specific kind in relation 
to soml' of the clauses, in the hope 
tbat the Finance Minister, when he 
replie, to the debate would be either 
able to remove some of the doubts or 
better still be able to give in some 
places, where assurances are needed, 
appropriate assurances. 

As regards the general problem, 
there are certain activities of Gov-
ernment themselves which I think 
ought to come under closer scrutiny 
of the Finance Ministry and in parti-
cuI aI', of the machinery of the Reserve 
Bank. I say this with some know-
ledge and at the same time some 
reluctallce, because the particular 
Ministry that I am referring to is the 
Ministry of Commerce concerned with 
the promotion of exports. I know 
that in the last two years that Minis-
try has done in substance a consider-
able job to promote exports, and 
whatever I am going to say should not 
be interpreted as detracting from the 
efforts of the Minister in charge of 
the Commerce Ministry. But I do 
think that two aspects of the activi-
ties in the Commerce Ministry which 
indicate rather more zeal than discre-
tion do require some outside scrutiny 
or some outside advice or guidance 
such as could be furnished by the 
Finance Ministry through the Econo-
mic Affairs Department Or by the 
Res",rve Bank. 

(A mendment) Bill 
Firstly, there is the question of 

export promotion incentives. Export 
promotion as such is desirable; to some 
extent, incentives are also desirable. 
But I am clear in my mind, and I 
think that this is what one hears all 
over India-and I do travel a good 
deal in connection with my own 
affairs-that the two aspects connect-
ed with export promotion, mainly the 
incentives that they get for having a 
part of the foreign exchange earning~ 
allocated for purposes of imports, and 
the hawking around that goes on and 
the enormous earnings that are possi-
ble by hawking around these import 
incentives are something that wants 
looking into, because they really beat 
down the rupee in the foreign ex-
change market, since it is virtually 
devaluation of a particular kind. 

It is urged perhaps, and I would 
earnestly say this to the Finance 
Minister, that this business of export 
incentives and the mode of their 
utilisation and so on and so forth has 
reached a stage at which it does want 
looking into as something-I do not 
know the exact mechanism-that is 
probably a great deal of a source of 
avoidance of foreign exchange control 
in one way or another, not the normal 
thing of over-invoicing of exports and 
under-invoicing of imports, whiCh is 
all a very tricky business, but this 
export incentive which one uses for 
purchase by hawking around the avail-
able foreign exchange on the basis of 
these incentives. 

The second thing is State trading. 
I think the time has come-again I do 
not wish in this particular debate to 
characterise the general aGtivities and 
policies of the State Trading Corpora-
tion, because that would not be appro-
priate on this occasion, but I do urge 
this-when the Reserve Bank and the 
Economic Affairs Department, and 
more particularly the Reserve Bank 
should take note of the tendencies that 
are developing namely that every time 
there is some little scope for exports 
or imports, the State trading jumps in 
and creat,·~ a kind of relative mono-
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poly and frequently the whole thing 
.gets obscured under the guise of trad-
ing in rupees with rupee-payment 
eountries. 

At least two things have been hap-
llcning as a result of this gathering 
together of a good deal of Indian and 
foreign trade into the hands of the 
State Trading Corporation with the 
"assistance of a number of not neces-
sa!"ily open but understood privileges 
which the State Trading Corporation 
undoubtedly obtains from the Minis-
tries concerned in the matter of per-
mits and licences and quotas and the 
lot. T .• e rupee trade seems an attrac-
tive business, but there is a good deal 
of flogging of Indian goods in the 
rupee-payment countries, and those 
-goods find their way at lower price in 
the open foreign exchange markets 
with the result that in regard to the 
amount of foreign exchange in the 
sense of the non-rupee foreign ex-
change that we ought to be earning, 
we are losing, and the Indian goods 
get flogged around in the European 

"Countries outside the Iron Curtain. 

13.19 hrs. 

{MR. DEPUTY -SPEAKER in the Chair j 

Another thing is this that the drive 
for exports through the State Trading 
-Corporation, even if it is in terms of 
rupees, as I said, but particularly even 
in other terms, is having, I 
believe, a kind of depressing 
effect on the price situation for 
Indian goods vis-a-vi. foreign coun-
teies. I would, therefore, urge that 
unwittingly-I am not saying that it 
is deli'::lerate, but I am saying 'unwit-
tingly', I want to be quite clear about 
that-there is more zeal than discre-
tion in the matter of export promo-
tion, and we know that the activities 
of the State Trading Corporation in 
foreign 'rade are causing this country 
some loss in foreign exchange. 

Now the one and only clause on 
which I wish to make certain com-

ments--and they are comments more 
in the sense of expressing my doubts 
and fears in the hope that the Minister 
will clear them and give appropriate 
aS3urances-is clause 13 which is con-
cerned with enacting a new section, 
section 18A, to which the Minister 
referred. I am looking at the effect 
of this clause. Its purposes and inten-
tions apparently, are clear and sound. 
I have no comment as to the purposes 
and intentions. But I would like to 
bring to the Finance Minister's notice 
the possible repercussions of thil, 
depending upon certain types of 
interpretations and certain types of 
working of this clause upon foreign 
investments in India on the one hand 
and upon foreign collaboration 
arrangements with Indian concerns on 
the other. What is sought to be 
brought under control, if one rna,. 
express it in general terms, is conteol-
led agencies in India, agencies tha' 
are really controlled from abroad, 
whether it be through a branch in 
India or a subsidiary concern in India 
or a controlled firm of which the direc-
to!"s are appointed by the foreign 
concern or a company in India of 
which the directors are controlled by 
an outside company. The particular 
directions in which specifically the 
control is to be exercised over these 
types of organisations are in regard to 
their selling agency arrangements er 
their management advisory workinp 
or their technical advisory workings. 

The first point that worries me a 
bit is whether existing agencies of 
this type, existing institutional set-ups 
already in India without the approval 
in the sense of tacit approval-because 
all their foreign exchange tcansactions 
are subject to scrutiny by the Reserve 
Bank of India-whether existing 
arrangements are intended to be 
affected in any way. Many of these 
existing arrangements, particularly 
those involving the management ser-
vices or technical advisory services, 
especially if they involve outsiders 
coming In and giving technical advice 
and getting tax benefits and so forth, 
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are very frequently the subject of 
explicit tax exemptions under the 
lncome Tax Act. But it does require 
some assurance that existing arrange-
ments will not be adversely affected, 
because there is nothing more that 
shakes confidence of people abroad 
than that even existing arrangements 
can be upset, and consequently people 
lind it difficult to embark upon new 
arrangements. 

Now there are two types of arrange-
ments-I would like to go in some detail 
into this because all I am seeking is 
some special policy assurances where 
needed-there are two groups or types 
of cases. A company abroad may 
have a subsidiary or an agency here' 
which, apart from whatever it is pro-
ducing, may also be the selling agents 
of its principal company in India. 
It may also act as the agent 
of the principal company in India 
for rendering managerial advice 
or technical advice to various 
lndian concerns. Another type is 
where the Indian concern, the Indian 
subsidiary or Indian-controlled con-
cern, whatever one calls it, on its 
own embarks upon activities of this 
kbd, which it may undertake because 
of its specialised experience, because 
of the fact that it has got a wide 
ground organisation, because of the 
fact that it has also got resources and 
the technical and other know-how. 
The Indian subsidiary or branch or 
agency, whatever it is, mayan 
its own be acting as selling agent 
for Indian concerns or management 
advisers to Indian' concerns or tech!li-
cal advisers to Indian concerns. I 
know in fact of a large number of 
cas~s-it would not be proper to men-
tion their names here--of perfectly 
honourable concerns which have been 
associated with this country, which 
have these arrangements already 
existing, which' are developing these 
arrangements in the future--all of 
which is of great benefit to tile indus-
trial development of the country. 

Now, what is the policy of Govern-
ment, generally speaking, in regard to 

(Amendment) Bm 
these matters, both in relation to exist-
ing concerns acting as agents for 
various things, acting for their princi-
pals or acting as agents for varioUll 
things to Indian concerns. What would 
be the policy of Government in regard 
to new set-ups of this kind? 

Shri T. T. Krishnamacharl: Wholly 
foreign-owned or foreign controlled? 

Shri N. Dandeker: Sometimes 
wholly foreign-owned, sometimes 
majority holding foreign, sometimes 
even minority holdings foreign. I hap-
pen to be director of a company which 
has got a minority interest of a foreign 
concern. But at the same time, a good 
deal of technical aid and assistance 
would be funnelled through this con-
cern to other concerns, Indian con-
cerns. They vary from wholly owned 
subsidiaries of foreign concerns to a 
subsidiary of a foreign concern which 
is not wholly owned by them, but in 
which they have a substantial mino-
rity interest There are various kinda. 

Similarly there are arrangements 
where some merely act as agents of 
th :ir prinicipals for tile things they do 
not themselves manufacture. We may 
be manufacturing products A. B and 
C; the foreign concern may be mak-
ing products D, E and F for Which we 
would be tile agents for tIleir mar· 
keting in India. The artangem2nts IIJ1I 
very complex. But the general pat· 
tern is this: tIley act as agents of 
their principals for seIIinig . other 
tIlings. for conveying through them": 
selves management and other adviCe 
to c",,(,prns in India or for conveying 
technical a~;jstance to people. OtherJ 
embark on their own.-well establish-
ed concerns in India; some of them are 
well known in India-they on their 
own undertake developments of a kind 
which involve them in accepting sell-
ing and distributive acrangements for 
Indian manufacturers or technical ad-
visory arrangements. 

I have In fact another case, a pro-
posal from an lndian company: could 
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we advise them on the manufacture of 
a certain product? Could we advise 
them on the layout of plant and de-
sign? Could we advise them or actu-
ally undertake for them selling agency 
arrangements. I am referring to a com-
pany which is not a wholly owned 
British company but is a subsidiary 
of that company to a substantial ex-
tent. These are some of the doubts in 
relation to the operation, so to speak, 
of this particular new section that is 
to be introduced. 

Finally, one comment I would like to 
make on the wider powers and widen-
ing of the officer corps in connection 
with enforcement. I think it is a good 
thing. I do think there is a good deal 
of evasion going on of foreign ex-
change. To a country which is deve-
loping, to a country like ours in which 
there is almost a scramble in regard 
to the situation concerning availability 
of foreign exchange, every leakage is 
a leakage of life blood and if we do 
not plug it, I think it will be so much 
life-blood loss to the economy. 

At the same time, I would like to 
Bay this--this is from one who has 
been in industry for quite some time. 
You will have all the sympathies of 
a very large number of industrial, 
commercial, trading and other concerns 
and individuals if technical offences 
were not dealt with vindictively. There 
is today a terrible fear. In one of 
the cases in which my advice was ask-
ed, I said, 'Place the whole thing be-
fore them'. I am satisfied that the 
offence is teChnical; that yOU have not 
done this mala fide, that the amounts 
involved are small, that there was no 
organised attempt to do. I am sure 
that if you place this befor2 the en-
forcement officer who is making the 
inquiry, he will probably say. 'Do not 
do this again. '. But they are frighten-
ed like blazes; they are really, terri-
bly frightened. There is a feeling that 
in fact the attitude of the officers be-
comes--the less the seriousness of the 
of!'ence, the worse the attitude. I can 
understand that the officers--I have 

also been one---more often get frus-
trated in the sense that the more one 
finds it difficult to find an offence hav-
ing gone into the case, the weak offi-
cer would like to fasten it on the per-
son by catching him for a technical 
offence and so forth. 

I hope the Finance M,inister will per-
sonally try to instil a spirit :lIto the 
enforcement branch which, I agree, is 
very necessary, which I agree in terms 
of manpower are to be widened, which 
I agree ought to be integrated with 
the customs, central excise and all that 
kind of thing. I do very seriously urge 
that there is a good deal of sympathy 
of which full advantage ought to be 
taken by the enforcement branch if 
only for technical offences they do not 
hound people as terribly as they are 
doing at the moment. If harshness 
both in the course of investigation as 
well as in the matter of penalties were 
avoided where offences are clearly of 
a technical, you will get a tremendous 
cooperation from industry and trade. 
I particularly mention thi~ because 
very often one is put in a very diffi-
cult position because of the export 
promotion and that kind of thing. The 
natural desil'e of the board of trade is 
to push exports and they are pressing 
to export even at a loss. But one who 
exports at a loss or every transaction 
that is exported at a loss should not 
be suspect from the foreign exchange 
point of view. We must take the point 
of view of the industrial unit concern-
ed where because of certain other 
advantages that are accruing to them 
in terms of export incentives and be-
cause they want to fall in Tine with 
the Government policy they may ex-
port at a loss. Then, if there was 
some cause tor a technical offence, 
they should not be told: you should 
have got for thi. export more than 
what you say. A lot tlf complications 
arise then. There are these doubts 
and fears. 

With these suggestions, I repeat that 
I am fully in favour of this Bill and 
support it wholeheartedly. 
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Shri H, N. Mukerjee (Calcut~a Cen-
tral): Mr. Deputy-Speaker, Sir, it is 
nut normally that I speak on this kind 
of Bill but certain circumstances have 
r"quired me to rush into spheres in 
which people wis~ in the ways of fin-
ance fear to tread. But I am always 
glad, as the verbal exchanges earlier 
this morning indicated, to C"OsS swords 
with the Finance Minister, though on 
this occasion I propose, as in the case 
of the Wealth Tax Bill, to be helpful 
l! be is agreeable to accepting my as-
sistance. The Finance Minister has 
told us what of course is known to 
the country about the rather danger-
ous factors involved, the fact of the 
continuous fall in our foreign exchange 
earnings and it appears that, if any 
forecast is to be made, this shortage of 
foreign exchange is bound to continue 
for at least another decade or so. 
This naturally requires that we try 
to tighten whatever measures We have 
got in order to see that the racketeer-
ing through illegal channels to which 
the Finance Minister made a reference 
is stopped. 

Before I proceed further into the 
subject I shall refer to what my friend 
Mr. Dandeker said a little while ago 
when he expressed his apprehension 
that in many cases perhaps technical 
of!ences tended to be dealt with vin-
dictively and he added that many of 
his friends in the upper bracket of the 
economic world were almost frighten-
ed in regard to what might happen 
over such matters as foreign exchange 
regulation. If I may say so, in all 
humility, it would be a good thing if 
these people are somewhat frightened. 
The country wants them to be fright-
ened because the country has already 
discovered how these very particular 
gentlemen are in possession of powers 
and influences of all kinds and circum-
stances which favour their having the 
largest share of the economic wealth 
of our country. Therefore, it is very 
important that we try to stop illegal 
practices through which our foreign 
exchange earnings, meagre as they are, 
for certain unavoidable reasons per-

(Amendment) BiLl 
haps, are being minimised to a very 
dangerous extent. 

I have a feeling that for this kind of 
Bill which would elicit support from 
every side of the House. mcluding thl' 
Swatantra side. a little more time is 
given to Members for studying these 
measures and suggesting certain me-
thods which could be of some assist-
ance to Government. I do not suggest 
that there should have been a refer-
enCe to the Select Committee bl'Cause 
that may cause a certain amount of 
delay which is not warranted in the 
circumstances but I feel that instead of 
having these debates in the House 
where We talk across the table and 
which is reported in the next day's 
newspapcrs--a sort of a polymical at-
mospnere IS necessarily introduced and 
as long as parliamentary life is orga-
nised in the way it is, these measures 
would be discussed in the House and 
certain things will have to be said in 
a particular way-But for measures 
of this description the House can very 
well go into committee. The Finance 
Minister has his own consultative com-
mittee but I know that the terms of 
reference of our consultative commit-
tees are SO peculiar and inhibited that 
nothing much can be done in these 
consultative committees 

Shri T. T. Krishnamaehari: I am not 
bound by the terms of reference; if 
hon. Members want information which 
does not refer to the details of admin-
istration, I am quite prepared to give 
whatever they want and they can carry 
on the discuS'ion there. 

Shri H. N. Mukerjee:"Iv ell>:;!,"'· 
tion was that in measures of this des-
cription. where the delay involved in 
reference to the Select Committee 
needs to be prevented, it is desirable 
perhaps for Members to sit down to-
gether in a different atmosphere than 
what prevails in the House and sug-
gest ways and means which could be 
of some assistance to the administra-
tion. The consultative committee, I 
know, has.po powers nor has the Min-
ister any obligation to it. He is only 
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exerclsmg some courtesy in putting 
forth some iniormatlOn and that sort 
of thinl(. I am not going into details 
of this matter. I am merelY suggest-
ing that the House could convert itself 
into committee and discuss these mat-
ters ove: which there is no basic dis-
agreement. 

There is one aspect of our foreign 
exchange earnings position to which I 
wish to draw th~ attention of the 
House aIld the Government and that 
fiows from tne recent policy which IS 

of courSe a development of an earlier 
policy-tne policy of encouragement 
to fo::ign investment I know that it 
has been argued by the Finance Min-
ister and his colleagues have told us 
several times in the House as well as 
outside that India has to bear a huge 
burden of debt repayment in the years 
to come and that recourse to foreign 
private capital is necessary to reliev" 
this burden. I find this reasoning not 
.quite acceptable because larger fore-
ign participation in our industries 
which is taking place day by day will 
in fact lead to a mor~ cumulative draft 
on our foreign exchange reserves, 
once the projects are commissioned. I 
think it is commonsense that given 
the choice between loan and equity 
capital, the draft arising from divi-
dends would be larger and more con-
tinuous than that arising from interest 
payment on loan capital. Since the 
burden of payments on account of 
dividend is likely to be heavy and is 
likely to increase rapidly in the years 
to come, We should do something in 
regard to OUr policy about encourage-
ment to foreign private investment. 
This foreign private investment has 
recently been growing rather danger-
ously and I shall quote a Government 
publication. the ·Indian and Foreign 
Review which the External Affairs 
Ministry b~ings out. It says that in 
1963 the United States private Invest-
ment earned a comparatively high pro-
fit ratio in India and according to the 
US Department of Commerce, the 
earnings ratio On the total US business 
investment in India went up from 8,8 
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per cent in 1960 to 13' 2 in 1962. On 
the contrary the earr.ings ratio on US 
business investment in WesLrn Europe 
declined from 11.5 in 1960 to 10.9 in 
1962. So far as US investment it. 
manufacturing industries in India is 
concerned, the earnings ratio is still 
higher. It was 19.2 and 20.6 in 1961 
and 1962 as against 10.2 and 12.6 irh 
Western Europe in the same years. 
I know these figu:es might be charac-
terised as trite; they might have been 
quoted in this House ev:n earlier. but 
my point is to emphasise that if we 
are going to see to it that our foreign 
exchange resources rise, it is necessary 
for us to change OUr recent ocienta-
tions of policy in regard to foreign in-
vestments. Cons:dering our balance of 
payment position in the long-run pers-
pective, it is hardly likely that the 
-country will be in a position to bear 
this burden in the next 10 to 20 yea:s. 
AI the 1II0St, wbat may happen is that 
the burden will be shifted from to-
morrow to thQ day after. 

But I wish to emphasise this point 
because the terms on which the fore-
ign collaboration is generally allowed 
have, I submit, to be considered very 
carefully from the point of view of our 
foreign exchange resources position. 
To mention just one point, the most 
of the collaboration agreements specify 
that the items to be manufactured 
cannot be exported. To entertain the 
hope that foreign capital will contri-
bute substantially to higher foreign 
exchange ca:ningg Is rather unrealis-
tic. and therefore, I am rather appre-
hensive about tbe kind of way foreign 
capital is infiltrating more and more 
into our economy. 

The official thinking in our country 
is such that it is now virtually impos-
sible for an Indian firm to start up or 
expand without presenting a scheme 
for foreign collaboration-perhaps Shri 
Dandeker also will agl\!e with me there 
-and it is almost impossible for an 
Indian firm to get certain kinds of 
facilities unless they can show they 
have got some foreign collaboratidii 
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.and in that case their prpestige-value 
rilles. This happens even in such firm-
ly-based Indian industries like cement 
or sewing-machines or bicycles as 
well as such things as ink and pen, 
tooth-brushes and tooth-paste. One 
supposed reason for this is, that colla-
boration agreements give us painless 
and immediate relief to the balance of 
payments by p:oviding foreign ex-
change or its equivalent in imported 
plant and machinery. But my submis-
sion would be, and I would beg of the 
Finance Ministry to examine this posi-
tion more carefully because this mat-
ter has come up in very serious eco-
nomic jonrnals which ha"e no parti-
cular ideological aXe to grind-we 
have got to examine how these foreIgn 
collaboration agreements are working 
to the detriment or otherwise of our 
country's economy. 

These foreign firms have very cogent 
and very selfish reasons of their own 
for seeking Indian collaboration. They 
do not like the look of us; they do not 
like the colour of our skin. They have 
their old kind of superiority complex 
-we know all that--and those people 
who get into the higher brackets of 
employment in these companies with 
foreign collaboration are entirely do-
minated, effectively speaking, by fore-
igners, while the Indians there have to 
develop a certain mannerism which 
would eloquently emphasise their dis-
tinctn:ss from the rest of the Indian 
eommunity. We know that, They do 
not like the look of us, but they are 
having these collaboration agreements 
for their own selfish reasons which 
are based purely on economic calcula-
tion. Most importan t of all is their 
g:owing need of local intermediaries. 
The whole world is a very different 
place from what it was when the 
second world war was fought, and now 
they have to have this assistance of 
local intermedia~ies. 

Again, in many cases-how many 
cases, it is impossible for us to know 
without free access to the files of col-
laboration agreements which our Min-
ister surely will have somewhere at 
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his disposal-wh3t appears to be genu-
ine financial involvement on the part 
of the foreign partner is no more than 
a mere allocation ot shares in lieu of 
royalty payment or payment for plant 
sold to the Indian firm, the latter b~ing 
a fo:m of delayed and highly profit-
able sales revenue trans~ction for the 
foreign partner. There is strong rea-
son for suspicion that what appears as 
financial ent2rprise is little more than 
sales of machine:y and equipment on 
deferred payment terms at a price 
which certainly would appreciate with 
time and which is certainly going to 
cause some detriment to our balance 
of payment position. Payments 
abroad on account of royalties. 
patent fees, technical and professional 
services have more than doubled in 
the last decade, and whe=e substantial 
equity participation is inVOlved, 
royalty payments are not normally 
allowed, but there are some very elO-
quent exceptions to this rule. 

In this connection, I found a great 
deal of very helpful material in a 
study by a foreigner-at least the name 
is foreign-Michael Kildrom-who has 
written on the behaviour of foreign 
capital-a longish artiCle-in the Eco-
nomics Weekly of Bombay, special 
number. which came out in. July, 1964. 
And there, this student, on the ques-
tion of behaviour of foreign capital in 
India, gives us some very significant 
examples of how these foreign collabo-
rators, very far from assisting the true 
development of our economy, feather 
their own nests which are already par-
ticula=ly prosperous. He gives a num-
ber of instances to show how the terms 
of the techn:cal collaboration are such 
that India suffers from the point of 
view of her foreign-exchange resour-
ces. He gives an instance of Synfhe-
tics and Chemicals, Ltd.-Shri Dande-
ker surely knows about theSe people-
who, in 1960 undertook payment for 
technical assistance, know-hew, etc .. 
to its American coJlaborator, Fi:estone 
Tyre & Rubber Co., tota~ling Rs. I. 9 
crores over a ten-year period. But 
Firestone's investment in the company 
is no more than Rs. 1,5 crores; besides 
that, they are earning dividends. Fir .... 
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stones have put in Rs. 1. 5 crores 
stones have put in Rs. 1,5 craTeS 
as capital; they are getting dividends 
on it, and fairly fat dividends. I 
should imagine. and on top of it, for 
technical assistance, know-how, etc .. in 
ten years' time they have got Rs. 1. 9 
crores. This is what I am quoting 
from this article to which I have al-
ready made a reference. 

Then he gives another instance, the 
agreement between the Madras Alumi-
nium Company and Montecatini of 
Italy. Here. the foreigns stake wa< 
Rs. 1: 5 cror"s and payment for ser-
vices-a heavy amount-Rs. 40 lakhs, 
on engineering fees, drawings and other 
assistance; R,. 35 lakhs [or "xperts, 
supervision and other services; and 
Rs. 45 lakhs for knowhow," totalling 
Rs. l.2 crores. This is extremely sub-
stantial. Very, very heavy amounts 
are dralned away from our country by 
devious ways, and a very sophisticated 
justification IS given to it as if we are 
being profited by this kind of transac-
tion. As a matter of fact, even though 
the knowbow is advantageous,-I ad-
mit that-they are selling that know-
how at a price, which is charging com-
pound interest on what they 'had al-
ready invested in the process of ac-
quiring that knowhow. 

He gives another instance. This 
again refers to somewhere in Bombay 
-Messrs. Birajlal & Co., Lonavla, near 
Poona, I expect. There is an agree-
ment between Steyr-Daimler-Puch 
AG of Austria and Messrs. Birajlal & 
Co., of Lonavla signed in 1960, the 
Indian party undertaking to pay 
royalty of £ 13,000 per annum subject 
to Indian taxes, but in no event less 
than £ 6,500 per annum between the 
5th and the 10th year of the agree-
ment's currency. The Austrian firm 
would receive. therefore, between 
Rs. 4,32,500 and Rs. 8,65,000 in royalty, 
besides dividends On its equity of Rs. 
5 lakhs and interest at six per cent 
per annum guaranteed by the Reserve 

. Bank of India on 4: 5 million shilling 
loan for the purchase of machine-tools 
manufactured and supplied by Steyr. 

This is a wonderful example. So many 
others also are quoted in this article 
which suggests how the price of fore-
ign knowhow is most exorbitant. It is 
quite interesting to notice that even 
the Reservp Bank oJ' India had ;,('mark-
ed in one of its surveys that some 
companies registered in India instead 
of bringing funds from abroad bring 
equipment and issue to the foreigners 
in lieu thereof shares in thp compan-
ies againSt the import of goods which 
make a great deal of profit at our ex-
pense. Patentees also are almost all 
foreigners, heavily concentrated 
amongst the international gian1s like 
General Electric or Standard Tele-
phone and Cable or Phillips. On this 
matter, Mr. Justice Ayyangar had erice 
made the charge that they block our 
industrial development and exact un-
reasonably high payments from Indian 
licensees or importers. It is noticed 
also how there is a difference between 
the approaches of certain foreign 
countries and certain others. I am in-
clined to quote from out of this very 
article something which was written 
by an extremely pro-west journalist, 
who used to be here from tilne to time 
-Mrs. Taya Zinkin-who wrote in one 
of her books, which is quoted here as 
follows: 

"In the West, Indian trainees 
make friends and enjoy cinemas 
and plays, bilt they always S('n>e 
a forbidden technical door. In 
Russia they get bored and ex: 
hausted but are initiat"d into a!: 
trade secrets." 

It is very important for our people, 
when they go abroad, not just to go 
the round of the night clubs and other 
such places of delectation, but to dis-
cover certain other things, the know-
how concerned. But in the western 
countries, it seems the know-how is 
kept under lock and key and our peo-
ple are sent round enjoying themselves 
and going back possibly with a degree 
or diploma, Or God knows what other 
kind of certificate, which actually 
comes to very little when the real im-



3I~5 Foreign AGRAHAYANA 12, 1886 (SAKA) Regulation 
Exchange 

pie mentation of certain projects re-
quiring particular skill is concerned, 

In this article, which I particularly 
commend to the attention of the Fin-
ance Minister, this foreign student con-
cludes like this, Of course, there are 
many methods adopted by the Gov-
ernment of India to see thaf Indian 
economy is not detrimentally affect-
ed, but he says: 

"Th~ Government of India is 
alive to the existence of these diffi-
culties and is prepared, where 
necessary, to counter them That 
It has been able to do so, h~s done 
.0 " not disputed. What is sur-
prising is the degree of tolerance 
that it shows." 

The Government of India shows not 
only a degree of tolerance, but a great 
deal of acquiescence in certain proces-
ses happening in our economy, wruch 
will not ultimately redound to making 
us a truly independent factor in the 
economy of the world. 

Another point which we have tried 
from time to time to impress upon the 
Finance Minister is in regard to profit 
remittances which have to be carefully 
checked. I am not suggesting that 
Govprnment stops these p-ofit remit-
tance.' straightaway. I am not in a 
positio'1 to suggest it, because it would 
!lot be any good. But there should be 
a very careful scrutiny and screening 
of fore i gn collaboration agreements. 
The obvious leaks in the investment 
accounts should be closed. One such 
ob\'iou, leak is that. of discounting ex-
port bills in the London market, which 
cou ld be readily taken care of by the 
Reserve Bank. I do not see why the 
Resf'rvp Bank does not do this job of 
work. The Reserve Bank has got the 
personnel and the capacitv and it is 
incumbent upon them, from the point 
of view of our economic interest, that 
·the Reserve Bank takes up this job 
rather than we are left to the mercies 
of the manipulators in the London 
money macket. 

There are so many others, ranging 
from smuggling of gold, Swiss watches 
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and American Cigarettes to under-in-
voicing of export biIls and over-invoic-
ing of import bills. Stepping up our 
exports is, therefore. one of our main 
instruments, and saving on invisibles 
also has to be done as far as we possi-
bly can, In consequenc, of the failure 
of the planned out-PUt of steel, ferti-
lisers, etc. to corne up to schedule and 
the so-called maintenance imports 
which might cost annually about Rs 
1000 crores. the foreign exchange in-
volved would haVe to be-met by step-
ping up exports and by saving on in-
visibles. That wi!! give us some idea 
of the magnitude of the task, which 
the Finance Minister also has told us 
about and I wish to lmphasise how 
very ucgent it is for us to see that we 
take all possible steps in order to aug-
ment our foreign exchange reSOurces. 

I would like also to ask th 2 Finance 
Minister why it is that targets set for 
the earlier years of the Plan, parti-
cularly in regard to the power pro-
grammes, which were very modest 
were not achieved, partly because 
foZ'eign exchange which had already 
been commissioned for the p'Jrpose has 
not been utilised. I know lack of fore-
ign exchange is trotted out as a stand-
ard excuse for shortfalls in the power 
programme, but that is not the whole 
story, Larg" amounts of fooeign aid 
secured for power projects have re-
mained unutilised for long periods be-
cause of delay in the execution of 
our projects to which th aid was tied. 
If it is lack of foreign exchange which 
holds up exe.ution of power projects, 
how do we account for the 'ntermin-
able delays in t"e utilisation of foreign 
exchange that is already available? 
Therefore, while we surelv want more 
foreign exchange to be ~vailable. we 
have to make sur" that whatever fore-
ign exchange is made available, parti-
CUlarly for purposes of our power pro-
jects. are utilis~d and they are not left 
more or less to be kept in abeyance. 

On this quest'on which Mr. Dande-
kar had mentioned earlier and to 
which also I made some further re-
ference about t:chnical offences baing 
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dealt with vindictively, r discovered 
on the other hand, if newspaper re-
ports, which appear to be quite credi-
bl2--they a~e not contradicted at least 
If they are any indication, that apart 
from being frightened, many of these 
people t3kc advantage of whatever in-
fluence they hav::> with the administra-
tion. Here is a report from the Spe-
cial Correspondent in Delhi about 
action against a big B~itish business 
eoncern of Calcutta under the Foreign 
Exchang~ Regulation Act having been 
taken. I quote: 

"Getting scent of this decision, 
a highly placed man of the com-
pany rushed to Delhi and wanted 
to meet the Finance Minister Mr. 
T. T. Krishnamachari. The' Fin-
ane' Minister refused. to see him 
on the ground that the case might 
finally come to t.im fJr ~eview 
after' the action and appeal in the 
case were disposed of. So. he 
could not meot anyone connected 
with the firm involved in this case. 

The finn's representative then 
moved the British High Comrn;s-
sioner for intervening with the 
Prim~ Minister in this matter. The 
Finance Minister is reported to 
have told the Prime Minister that 
It would not be advisable to meet 
the firm's representativ~ or drop 
the case as the amounts involved 
were huge and the~e had already 
been som~ publicity about this 
ease. 

Besides. the Opposition would 
press the matter in Parliament. 

At last the firm's representative 
met th~ Finance Secretary, who 
saw him only for a few minutes 
and told him that he had already 
signed the file order'ng that action 
might be taken against the com-
.panv and so he could not do any-
thing in the matter." 

r am quoting this not to show my feol-
bigs of disapproval of the Ministry. 

(Amendment) Bill 

The Ministry has behaved very correc-
tly. The FinanCe Minister has refus-
ed to see him. The Finance S_crehry 
has told him that the file will p~oceed 
according to the usual ways and a 11 
that. That is perfectly correct and a 
very good thing to do. But the fact 
remains that hore is a British firm, 
which possibly is a century old, which 
has been dominating over our coun-
t:y'S economy and used to a sort of 
lording it over the place. They send 
their representative. At last they get 
the High Commissioner to try to in-
tervene in the matter. They have 
access to the highest possible places. 
Then again, according to the paper's 
repo~, because some publicity havhg 
u1r~qrJ.y ta:;'f"!1 plac~ in rr::!~l!'d !u !hb: 
British business firm and because of 
the Opposition being likely to press 
the matter in Parliament, they were 
stopped. 

Shri T. T. KrishDamachari: Will he 
allow me to interv, ne for a momen t? 
These were not the considerations. Of 
course, I know the opposition is vigi-
lant. Even my party is vigilant. What 
has been done has be n done merely 
because that has to be done. 

Shri H. N. Mukerjee: am very 
glad if that kind of vigilance is con-
sistently pu~sued by tho Finance Min-
istry. We never know who the peo-
ple are in most of these cases. It is 
not a question of personal animus or 
anything. It is only on account of the 
ov~r-riding consideration which we all 
have that the economic interests of 
our country which are in jeop3.~ have 
got to be assisted to the best of our 
ability that We bring up these things. 
My point is, these people about whom 
Mr. Dankekar t:-ied to give a pictu-e of 
their being innocent little lambs who 
do not quite know the ways of bi~ 
money, who are frightened when some 
laws a~e in operation or some regu-
lations are going to be used that pic-
ture is somewhat misleading. I woul4 
rather lik- them to be frightened either 
because of the vigilance of the Fin-
ance M:nistry or because of the vigl-
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lance of Parliament. I would rather 
trust the vigilance of Pa~liam:nt than 
the vigilance of the Finance Ministry 
because that unfortunately has been 
our experience. 

14 hrs. 

It is vcry necessary for Parliament 
to put its foot down when this kind 
of thing appears to be taking place. 
As I said ear lie: when I began, it is 
with a view 10 assisting the Ministry 
in this job of trying to st,,, •. the lrit-
tering away of our foreign exchange 
resources which is happening in dif-
ferent ways that I have tried to parti-
cfpate in this debate. I could have 
brought up a numbe~ of other instan-
ces, mentioning the names of all of 
them. But I never like the idea of 
mentioning names. I did not (ven 
mention the name of this British firm, 
which perhaps most people in the 
House know about. I do not like the 
idea of it, I have got so many other 
things to which reference could possi-
bly have been made, but it is not 
necessary, and I wish the Finance 
Minister to reiterate, as he has done 
.Iread" in a preliminary way, that 
there should be that kind of vigilance, 
that kind of tightening up of the re-
gulations, that kind of implementation 
!If decisions in these matters which 
would prevent the frittering away of 
our for:ign exchange resources. 

8hrl S:tclllndra Chaudhuri (GhaI21): 
Si-. I have heard with very great in-
tere~t and very great respect the two 
lIP~eohes made. one by Sh -i Dandekar 
and tho other by Shoi Mukerjee, There 
is no dispute that the measure which 
has been introduced is wise and should 
be supported. The condition of this 
country so far as foreign exchange is 
concerned is precarious and ev, ry en-
deavour has to be made to stop leak-
.ge~. But I find mys?lf mol'" ;n agree-
ment with Shri Dmdekar, I must con-
teS!, than I do with Shri Mukerj:e 
(l'nte1'TUption). I feel Shri Mukerjee Is 
.y1ng that he believes that it Is so. 
That Ie so and I have said It. 

I shall give my reasons now. 8hri 
Dandekar has not criticised any of the 
sections or any of the provisions. In 
fact, he supports the Bill in all its as-
pects. He only wanted a clarification 
of section 18A. So far as t",at is con-
cerned, I dare say that those who ate 
charged with administering th2 la\\', 
particularly the Reserve Bank, will 
be well informed as to what have been 
the activities in the past of any parti-
cular agent or what is likely to be the 
activities of an agency in future, of 
either the present agents or new ones, 
We may take it that it is a responsible 
body and it will see to it that in giving 
or withholding the coruent or approv-
al that is necessary there is no laxity 
or harshness. This is a matter which 
really concerns not so much the law 
but the way in which the law is to be 
administered, and until it is adminis-
tered. it is hardly" possible to make 
any comments on the administration, 

I think, Sir, that Shri Dandekar who 
has been himself an able administra-
tor at one time will agree with me 
that theSe are adm'nistrativ2 matters, 
The~e may be certain difficulties, but 
by and 11rge it would be. I take it, the 
task of the Ministry and, indeed, the 
end:avour of the Minister to see that 
these rules are equitably administer-
ed, that the law is even handedly ap-
plied, 80, 1. do not suffer from the' 
fen that he has-and for which, he 
aeeks a clarificat:on. I doubt veoy 
much whether the hon. Finance Min-
ister can give him the clarification 
here. How can he say that in the case· 
of A, Band C he is not going to give 
the consent but in the case of X, Y and 
Z he is going to give the CO!1sent? 
That, I say, is an administrative mat-
ter. 

So far as fear is concerned, in the 
profession which I practise I have 
found thnt fear is there, and, I would 
be even constrained to say. sometimes 
that fear is justified, It is no carping 
criticism on any officer if he wants to 
be zealous An officer is zealous if be 
Is unguided in these matters. He feels 
he has got to adminisLr the law, and 
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whether there is a technical breach or 
a substantial breach, after all, the in-

·dividual judgment must decide. With-
out gilldance that judgment may ope-
rate adversely to the purpose for which 
this enactment is being proposed. 

May I suggest for the consideration 
Of the hon. Finance Minister that as 
it is a matter of law he might, either 
in this enactment or by 'rules, make a 
provision that there should be some 
kind of control or superintendence by 
the Supreme Court, some guidance 
given to these officers by the Supreme 
Court by having a control over these 
o!'ficers, by laying down the procedure 
which they are to follow and ultimate-
ly controlling them by eXerCISIng 
some correcting powers. It would re-
mOVe this fear wl:j.ich is, as I say, a 
genillne fear in the minds of those 
people who may be subjected to in-
vestigation. 

Now, Sir, one thing has got to b~ 
realised. While ha~shness might 
cause fea" mildness might cause ex-
cesses on the other side. In that view 
I LeI that with the moderating influ-
ence of the Supreme Court the real 
culprits will not escape and those who 
are merely guilty of technical offences 
would not bo punished too harsh or 
treated too ha ~d. 

In the case of my hon. friend, Shri 
Mukerjee, I am reminded of what 
Oliver Cromwell said once: 

"Ye so"s of Zerubia 
y" be too hard for me." 

Mv hon. friend has been very hard 
really on collaboration. It must be 
granted that when a for~igner comes 
into the country with money he is not 
doinl( so with a"y altruistic purpose 
nor is he doing it for the benefit of his 
health, He must seek prctH and it is 
a matter of negotiation as to how much 
pl'Ilfit we can give. That nef'oti.tion 
nn 1st be based on this, that our profit 
i~ at least commensu ~ate with what 
w! pav. Th-refore, in each case there 
'has got to be negotiation as to the 

terms on which collaboration is to be 
given. Formidable figures have been 
quoted by Shri Mukerjee in crores. My 
intelligence and my conception are 
very limited and I cannot conceive of 
Rs. 1 5 crores or Rs, I 10 crores, 

8hri Bari -Vishnu )[amath: You are 
very modest. 

Shri Sachindra Chaudhuri: I am not 
modest, I am truthfuL But what I can 
say is this, that when we think in 
terms of having equity shares to the 
tune of Rs. L 5 cror.~ and having to 
pay Rs. L 9 crares for technical service 
or advice, We have to consider what 
we are getting in exchange. If by 
spending Rs. 2 crores or Rs, 3 crores-
my arithmetic is alwaYS bad-we get 
Rs. 5 crores, is it a bad investment? 
That is the thing which we have to 
consider. The other side of the picture 
has not been disclosed by my hon. 
friend, Shri Mukerj:e. I am perfectlY 
certain that SO far as the Ministry is 
concerned-the concerned Ministry-4t 
is not going to give its blessings to a 
scheme of co-operation which on a 
prope~ 3ssessment is not going to pro-
dUCe profit for this country but merely 
going to pour foreign exchange out of 
the country into the pockets of colla-
borators, Therefore while the warn-
ing which was given by my hon, f,;end 
is a good warning, I imagine and I 
expect that that warning has been very 
well followed in the past. 

A'SO. the purpose of this particular 
enaetme'l\. if I gather right, is not to 
stop pollaboration or to regulate col-
laboration. but the purpose is to stop 
the leakag· of fo~eign exchange. On 
that. Sir. a~a~n. I ask my l10n, fdend. 
Shri Mukerjee to consider this. On 
the one hand he h3s got this evidence 
that SO much monev goes out. Has 
he, "In f1P olhar hand. considered how 
much benefit flows into this country 
from this outflow? My hon. friend 
,madp a point that sometimes what ls 
a sale is turned into a payment by 
equitv share distribution, When we 
~equire som' machinery which Is going 
to be used in this country, there are 
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many and various ways of paying for 
it. We do not have cash at the moment 
to pay for it. Therefore, what we do 
is to say that we shall take that- as 
their contribution for the purpose of 
running our concern. Having taken 
that, we have to service it. Whether 
we pay for it by a somewhat uncer-
tain flow of dividends or an out-flow 
Qf interest whether We give them the 
(!hance of making profit in the shape 
of dividends on the equity shares, it 
makes little difference, except this that 
so far as the loan is concerned the 
loan has got to be serviced with inter-
est whereas SO far as the dividends on 
equity shares or any other shares are 
concerned these are related to the 
prosperity of the business. If we are 
paying 11' 8 or 13' 6 or 8' 8 in the shape 
Qf 1ividends, it certainly means this, 
that that dividend is flowing out of 
this country because the particular 
concern which has got the loan of the 
machinery or purchased the machinery 
or got a loan of money to purchase 
the machinery "in the ,hape of equity 
capital is makinci profit enough to 
justify the payment of this amount. 
Also, it must not be forgotten that 
when equity dividend goes out of the 
country it is taxed in this country and 
what is taken out is only that amount 
which is allowed after deduction of 
taxes. When we are thinking in terms 
of business, every person, every pri-
vate individual, considers whether or 
not that business is going to be pro-
fitable to him after having paid the 
interests on the loan or, for the matter 
of that, the equity dividend. Equally, 
when the country has to do it. it has 
to consider it and come to the conclu-
sion whether it is necessary for the 
purpose of the better development of 
the country, it has to consider what 
it is going to get in return. 

Then Shri Mukerjee also made a 
point of a particular British company 
which he claims had offended against 
the laws of this country and he said 
this particular British company had 
access to the High Commissioner of 
that particular country. How can the 
Finance Minister, I ask myself and, 
1710 (Ai) LSD-6 

(Amendment) Bill 
through you, Sir, I ask him, my hon. 
friend, Shri Mukerjee, how can the 
Finance Minister prevent a particular 
national of another country from hav-
ing access to the representative of that 
country? But he has himself admitted 
that the Finance Minister and his Min-
istry has been completely correct in 
their approach to this problem. If that 
is so, I think the Finance Minister 
really deserves not only our support 
but also our congratulations, our ap-
preciation. I should say that it is no 
reflection on the Finance Ministry in 
any sense to say that although it was 
approached by a powerful representa-
tive of a powerful country, yet it did 
what was good for this country. Al-
though left-handed, although oblique, 
my hon. friend, Shri Mukerjee has 
really paid a compliment, no doubt de-
served, to the Finance Minister and 
the Finance Ministry. I would con-
clude by saying for the consideration 
of the Hon'ble Finance Minister that 
he should not only remove the fear 
but should give a positive assurance 
to anyone who is not a citizen of this 
country, an assurance which is needed 
to establish confidence and, at the same 
time, to ensure that the law is pro-
perly administered, that the Supreme 
Court will guide the administrative 
activities of the Directors and Deputy 
Directors who are put in. 

Shri Morarka (Jhunjhunu): Mr. 
Deputy-Speaker, unlike the two hon. 
Members who just preceded me. 
would not like to say anything on the 
general problem of foreign exchange 
which this country faces. I would 
rather confine myself to the actual pro-
visions of this Bill, and some of the 
remarks which I am going to make are 
meant to seek clarifications and others 
are meant to point out some lacunae, 
as I see, in drafting. 

The main object of this Bill is to 
give more powers to the Reserve Bank 
and to the Centr~1 Government for 
better enforcement of the provisions of 
the Act. True, some of these powers 
are extraordinary and one may say 
they are in a way arbitrary; but, look-
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ing to the conditions through which 
this country is passing, particularly the 
malady of the foreign exchange, I 
think such remedies are necessary and 
hence one cannot seriously obiect to 
these powers, particularly when these 
powers are given to the Reserve Bank, 
an institution which has earned a re-
putation for impartiality and a very 
high degree of integrity. 

Coming to the provisions of this Bill, 
the first point to which I wish to draw 
attention is in clause 2. Clause II 
$ays: 

"In sub-section (2) of section 1 
of tlte Foreign Exchange Regula-
tion Act, 1947 (hereinaner fefer-
red to as the principal Act), the 
words "and to branches and agen-
cies outside India of companieli or 
bodies corporat9 registered or in-
corporated in India" shall be inser-
ted at the end." 

The purpose of this provision is, that 
the Foreign Exchange Regulation Act 
would apply not only to the citizens 
of India abroad, but it would also ap-
ply to the branches or agencies of the 
Indian companies a broad. Firstly, why 
is this provision made applicable only 
to the branches and agencies of com-
panies incorporated in India. Suppose 
a private business firm or an indivi-
dual has an agency or branch abroad, 
would the provisions of this Act apply 
to him or it? If it is the intention that 
the provisions of this Act should ·apply 
to those agencies also, then I think the 
clause will need some amendment. 

The ~~~er IIf l'l~ing (Shrj B. 
R. Bha&"~tl: This refers to agencies uf 
Indian firms olltsi<le Jndil!. 

Shri Morarka: Yes, it refer. to 
agencies of firms which are registered 
or unregistered in India bllt which 
have an alleJlcy or brallCh outside 
India. Now you ,.re IIPplying the pro-
visions to the agencies and branches of 
Inctian companies outside llldia. But 
what would be the position about 

(Amend~ntl Bill 

branches or agencies of Indian firms 
or agencies of individuals outside 
India. 

Secon<lly, according to this amend-
ment, the provisions of this Act are 
sOl~ght to be applied to branches and 
agencies. I can understand that. But 
how can it be applied to "agencies 
outside lndia"? Suppose those agen-
cies consist entirely of foreigners? 
SIlPpose an Indian company appoints a 
foreign company outside India as its 
agent for buying or selling some goods 
from India? If all the partners, or 
shareholders or directors or control-
lers of that business institution, which 
is the agent of the Indian company or 
finn outside India, consist entirely of 
foreigners, hundred per cent foreign-
ers, then, how can you apply the pro-
visions of this Act to that agency? 

S~rj Heda (Nizamabad): It v.-ould 
not apply. 

Shri Morarka: My han. friend says 
it would not apply. The definition 
whiCh is sought to be added is "and 
to branches and agencies outside India 
of companies or bodies corporate 
registered or incorporated in India". 
A .branch of an Indian company, I 
can understand. But the agency of 
an Indian company may conSIst of 
persons who are entirely of foreign 
ori~. Therefore, I think that this 
particular amendment, as is sought to 
be made in clause a, deserves atten-
tion an<l scrutiny by the hon. ~'inance 
Minister. 

SlIrj Bad!! (Khargone): I have sug-
gested the addition of "foreign 
agenti!'. 

SOO Morar~_: The amendment of 
the hon. Member will make the posi-
tion mOre difficult. How can vou 
apply the provisions of this Act to a 
foreign individual who never comes 
to India, who has nothing to do with 
tbill cOlllltry, who never comes witn-
in the clutches Of 1;his Act? How can 
you apply this Act on an individual 
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of another country living in that 
country. 

Dr. M. So Aney (Nagpur): Do you 
mean to say that this amendment 
would ~ infrllctuuuS? 

Shri Merarka: I say that the pur-
pose of this arnen~ent would be 
limited and woulr\ not cover all cases 
which Government may have in mind. 

'!'hen I come to my second point. 

The second alllI!ndment in clauie 10 
says; 

"after clause (b). tbe following 
dause shall be imerted, namely:-

(c)" 

an~ then t\l~y Plft clause (c). 
My question is whether this 
clause (c) is in supstjtutlon of the 
existing clause (c) Dr wheth~r it 
has been transplanted somewhj!re 
else. 

The sl!(:OOq POir!t is; What would 
happen to clause (en, because the 
amendment says; 

"after clause (b). the follow-
ing clause shail be inserted" 

and then they only give clause 
(c). 

Mr. Del!uty-Speak~r: Is there a 
clause (c) in the or~al Act? 

Shri Morark.: Yes. Sir; if YOU will 
kindly take a COpy of the original 
Act .... 

lIIr. DeP.,-SPe&ker: I-jo; there is 
no clause (c). 

Shri MOq1l"ka; If you see section 13 
of the Act, not claus~ 13 of the Bill. .. ' 

Shri B. R. Bhagat: But in sub-
section (4) t!tere is no claUSe (c). 

Shri Monrka: I stand corrl!(:ted; 
the hon. M.inister is correct. Actual-
ly. I was referrinll to sub-section (1). 
whereas the amendment refers to 
sub-sl!(:tion (4). . . 

(Amendment) Bill 

Then, my main ol::dection is agninst 
clause 13. This clause seeks tu intro-
duce a new section, section 18A. 
This is a new section which is sought 
to be introdu~d in this Act. I have 
several points to make ",bout this nE:W 
section. The first is ·that ~E"Ction 18A 
says; 

''Without prejudice to the pro-
visions of section 21 and notwith-
standing anything contained in 
any other provision of this Act" 
etc. 

Section 21 of t,he parent Act says: 

"(1) No per$P'l shllli emter into 
any cpntrac~ or llgreemep.t which 
would dir~tly or indirectly 
evade or avoid in any way the 
operation of any provision of this 
Act or of any rule, direction or 
order made thereunder. 

(2) Any provision of. or having 
effect under, this Act that a thing 
shal! not be done without the 
permission of the Central Gov-
ernment or ~e Reserve Bank, 
shall not render invalid any 
agreement by any person to do 
that thing" etc. 

This is the most important part, 
namely,-

"shall not render invalid any 
agreement by any person to do 
that thing." 

So, even if there is an agreement 
which is subject to the approval of 
the Government or of the Meserve 
Bank, merely the entering into 
that agreement would not be void or 
invalid. The new section 18A says: 

"Without prejudice to the pro-
visions of section 21"; 

in other 1"lords. the provisions of ,oc_ 
tion 21 w<>uld govern the i,rovisions 
of the new section 18A ~ls". 

Now, the new section 18A says: 

"Without prejudice to the pro-
visiOns of sectiqn 21 .. nd 'lot-
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withstanding anything contain-
ed in any other provision of this 
Act, a company (other than a 
banking company) which is not 
incorporated Under any law in 
force in India or which is con-
trolled directly or indirectly by 
persons resident outside India, cr 
any branch or office of any >,uch 
company in India or a firm con-
sisting wholly or in part of per-
sons resident outside India, shall 
not accept appointment as-

(a) agent III India of 3ny person, 
company or firm in the trad-
ing or commercial transac-
tions thereof, or 

(b) technical or management ad-
viser in India of any person, 
company or firm, 

except with the general or special 
perl:lissio~ of ,the Central Gov-
ernment or the Reserve Bank; 
and where such appointment is 
accepted without such permission, 
it shall be void." 

Section 18A says, "It shall be voi"" if 
it is entered into without ;>ermission; 
section 21 says, "It shall not be void". 
Further, section 18A says, "Without 
prejudice to the provisions of section 
21"; SO sectiOn 21 still ~ontinues and 
wilJ override the provisions of sec-
tion 18A. Which of these two provi-
sions will have more value? Will 
the provisions of section 21, which 
are general provisions saying that 
aueements which are subj'~ct to the 
permission of Government Or of the 
Reserve Bank shall not be rendered 
void, prevail; or, will sectiOn 18A, 
which says that an agree!Tlent of that 
type will become void, prevail? I 
think, that requires clarification. 

My next point is this. In this sec-
tion 1BA they say: 

"a company .... which is not in-
corporated under any law in force 

(Amendment) Bill 

in India or whiCh is controlled 
directly or indirectly". 

What is the meaning of "a company. 
controlled directly Or indirectly"? 
There is no definition of the word 
"controlled". Instead of introducing 
this new thing, whY did the Govern-
ment not 'adopt the definition of 
"company" as defined in this very Act 
in section 18, Explanation I? In the 
parent Act in sectiOn 18, Explanation 
I, they have defined what are the 
companies which are incoIlPorated in 
India or which are incorporated out-
side India but which are under the 
control etc. I will read out Explana-
tion 1. It says: 

''The companies referred to in 
sub-sectiOn (1) are companies not 
incorporated under any law in 
force in India in the case of 
which any of the following con-
ditions is fulfilled: 

(a) that the ,company is by any 
means controlled directiY or 
indirectly by person resident 
in India; Or 

(b) that more than one-half of 
the sums which, on a liqui-
dation thereof, would be re-
ceivable by holders of share 
or loan capital, would be re-
ceivable directly or indirectly 
by, or for the benefit of, 
persons resident in India; or 

(c) that more than me-half of 
the assets which, on a liqui-
dation thereof, would be 
available for distribution 
after the payment of credi-
tors, would be receivable 
directly or indirectly by, or 
for the benefit of, persons 
resident in India; or 

(d) that more than one-half--

(i) of the interest payabJe on 
its loans and 'Oan capital, 
if any, or 

(ii) of the dividends payable 
on its preference share 
capital, if any, or 
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(ill) Of the dividends payable 
cn its sh~re capital, if any, 
not being preference share 
capital, 

is receivable directly or in-
directly by. or for the benefit 
of, persons resident in India." 

This definition was very exhaustive 
and if they had adopted the same 
definition for the companies mention-
ed in section 18A, I think, the diffi-
culties couId have been solved and it 
would have been more easy for the 
courts also to understand as t.o what 
they mean by companies registered in 
India Or controlled by foreigners or 
companies not registered in India but 
doing business here. 

The third point is that the main 
purpose of this dause is that foreign 
companies Or firms should not. have 
agency business in India, earn money 
and remit it to foreign ~ountries be-
cauSe when they earn moneY under 
the standing agreements etc., we 
have to allow them to remit it to the 
foreign countries. In order to pre-
vent this major drain on Our foreign 
exchange, it is sought to "ontrol the 
appointment of such persons as 
agents of any Indian company. But 
then, again, the restriction which is 
sought to be imposed by this section 
is in a way limited. What it says is: 

"agents in India of any person. 
company or firm in the trding or 
co'mmercial tr3nsactions thereof". 

What about industrial Or 'nanufaetur-
ing activities? If an Indian company 
appoints a foreign firm or company as 
its agents for any of the manufactur-
ing operations or for other industrial 
activities and they pay a commission 
for that, I do not think that would 
be covered iby either (a) or (b). 
Clause (·b) says; 

"technical or management ad-
viser in India". 

Instead of having Thill limited provi-
8ion, that is, "agents in India Of any 
person, company or 1I.rm in the trad-

(Amendm.elltj !3i1l 

ing Or commercial transactions", they 
should hve said "agents for any pur-
pose". . After all, with the permis-
sion of the Government of India Or of 
the Reserve Bank yoU could always 
permit them even for commercial and 
trading purposes; even for industrial 
purposes. So, all that the provIsion 
would require is that before a firm 
accepts such an agency it must come 
to tile Gavel nment for approval ar: 
permission, when it is a foreign firm. 
I do riot think there was anything 
wrong if you had made a general 
provision that any foreign firm ac-
cepting any assignment which is like-
ly to bring to it income in India, be-
fore acceptinl: any such assignment, 
must haVe the approval of the Re-
serve Bank or the Government which 
will examine the implications, 
foreign-exchange implications, of such 
an agreement and then in its wisdom 
it may give permission or it may not 
give permission. 

So I think thi:1t inste~ld of having 
this limited thing now and coming 
again after two or three monlhs for 
another amendment when you may 
find another difficulty, loophole or 
lacuna, it is better to I:ive a little 
more time to such Bills and have a 
thorough draft to carry oul Govern-
ment's policy and Government's in-
tention. 

r am sure that the intention of the 
Government in bringinl: forward thiS 
BilJ is to prevent this drain of foreign 
eXchange by these foreign people do-
ing only agency work in India-they 
get COmmissions which, under our 
existing code of conduct elc., we are 
bound to allow them to remit to their 
mother country. 

Then there is another purely draft-
ingpoint, Here you use the words 
persons. firms and companies, in 
the same line person, firm and com-
pany. I thirik the word "person" in-
cludes companies and firms also. 
·'Per!JOn" does not mean an indivi-
dual, Here in the context of our 
legal terminology, the expression 
"person" is said to include not only 
indiYiduall but also firms and body 
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corporate, If that Is so, there i9 no 
POint at all in haYing this ~xpression, 
because it will cauae eonfllsion, The 
lawyers and the courts would say, 
"well, the intention Of Parluunent 
must ~ve beert differE!llt when It 
used the expressions differently", and 
they will try to give a restricted mean-
ing to the word "person", They will 
feel: unless ther~ Is :l definite h1ean-
ing, why are t.hey using the word 
"person" separate from comppnles 
and firms, I thin~ the well-defined 
meaning of "person" should have 
been adopted in thIS context 31.0. 

The question which has ptll by Shri 
Dandeker is rele'lani in this context., 
namely, would thi,; provision apply 
only to future co,ppanies or future 
agencies. or t,) existin!l one3 also? 
Would there ;,e all occasion for Gov-
ernment to rev~ew tile eYlsting 
arrangements "Is)" t think that if 
the provisions are to be made pro-
perly effective, the Gov .. r:'!·..,,,n! 
should take 3n f~a['h; occfl~itm ~o re-
vie\v all these agreements- alJd 
arrangements; because, most of the 
companies or agencies are already 
committed, and unles3 YOU revIew 
them you will not be able to make G 
real saving in the foreign-exchange 
remittances. 

Then they say that the Resc,rve 
Bank or the 'Central 'J.overrunt'nt 
would giVe ;>ermisslon Or approval 
for appointing a company or a finn or 
an individual as an agent for certain 
activities of the companio3 or firms or 
individuals in Indb. They may give 
permission, they may not give per-
mISSIOn. But there is nO) iudication 
as to what woul·i be the criteria 
which will be fo1l0wed. Instead of 
that, if they bad Saltl that if any firm 
desires to remit any money cut of 
India, that remittance would n0t be 
possible without the specific sanctiun 
of the Government, that would t.ave 
been better. 

Instead of restricting the appoint-
ment of these peopl~the main pur-
pose is to restrict the rl!mittance-
why not restrict the remittances and 

say, "if any such appointment is 
made without the approval of the 
Goverrunent or the Reserve J:>ank, 
then the concerned firm Ehall not.Le 
entitled to remit its Income 
or any part thereof outside 
IIndja". I :sav this becaus0, th~n 

there wbuld be les.~ of dls~rimination, 
there Would b@ less df exectitive 
fear, there wiJilld be some !ort 
of uniformity and. H 1 inay sliy siI, 
less of disetinliliatiOD. 

The reason is this, that today I can-
not appoint any firm as an agent, 
whether that agent wants to keep the 
money in India or wants to remit it 
abroad, whereas another person may 
be able to do that if he can conVince 
the Government of India that it is in 
the interests of the country. My 
point is that 90 far as the interest ot 
the country is concerned, in this con-
text it is governed only by one con-
sideration, namely, whether the per-
son receiving the money shall or 
shall not be remitting It outside 
India. 

So, while 1 approve of the scheme 
that Government should t3ki' all 
steps to plug the loopoo)cs and tighten 
the provisions, I think the same 
objective Of the Government could 
have been achieved in a better way 
by restricting the facility to l"emit the 
money-by restril~l:jIl4 the remittances 
rather than by restricting the right 
to appoint some people as their 
agents. 

Dr, M, S, Aney: Do not rely upon 
discretion. 

Shri Morarit:l: There wOllld be no 
discretion so far as the appOintment 
is concerned: disoretion would be only 
for allowing the remittances. 

Now I come finally to claUSe 18. 
But before I come to that clause, I 
want to say a word about the propos-
ed section lSB con!.'linr'd in clause 13. 
The proposed new sectiOn 18B res-
tricts the travel agencles, ~jrlines, etc. 
from booking and reserving tickets 
for travelling either wholly or partly 
outside India, except with the per-
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tttlssion tif the ReserTe Balllt etc. 
Now, as it is; with the existence of 
the P fcltiti alid the existence of other 
testfittioliS, no travel a~ent to my 
knowledge can hook a tick"t for any-
body, either an Iridian citizl!il or 
foreigt1l!f, if it is to be paid tly Indian 
money by an Indian, Without the per-
mission of the ~ Bank Even 
if I want t~ book a ticket' for a 
-foreigner, if I want to mvite him 
ftom abroad, even then I ~eQUire the 
Reserve Bank's permission beiore t 
buy a ticket for him--of course, I re-
C!uite permission, P form, everything 
for my Own ticket. 

So T do not know whai is the 
necessity of duplicating the provision, 
because if the ReseI"'te aank Issues a 
permit, a foreign-exchange permit, to 
me, ot a P form to me, lhat means 
that they have examined my case and 
they have approved of my going 
abroad. And that P form Or foreign 
.exchange should be enough to enable 
the aitlines or travel agents to issue 
a ticket for me. While t.hese pro-
visions are necessary, at t.he same 
time, we should see that there is no 
unnecessary duplication or that then' 
are no cumbersome or difficult provi-
sions made. Because, even the 
judges of the High Courts say now-
adays that the speed with which we 
pass the laws is such, the volume of 
laws passed by Parliament is such 
that, leaving aside the Question that 
there should be a healthy growth of 
every law, they are not .:>ven aware 
of the provisions Of the law. The 
judges and advocates, all these people 
say they are not fully conversant 
with the provisions of the law, leave 
alone the citizens and !lliterate 
masses. 

Therefore r think that the system 
of P form and the system of foreign-
exchange permit which are necessary 
before We can bllY :l tick;t ~lT'~ en-
ough and no further restriction on 
that score is necessary. 

Dr. M. S. Aney: May 1 ask aile 
question? Would the proposed sec-
"lion 18B cover case, like 1hal. of 
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Walcott-a foreigner comirtil and get-
ting his tic1tel and ruiiniTl,l!!; a'Way? 
Will that ease >be eonred by thiS? 

Shri Morarka: No. Section lSB, in 
my opinion, will ridt cever those cases 
Which relate to foreigners end WHere 
foreigners bUy tickets with foreign 
currency outside. The P form is re-
quired for them if they have lIta!'ed 
in India for a certain time. But go 
far as Indian citizens are concerned, 
this 18B would make thlnitS a little 
more difficult. Maybe, ultimately this 
18B might CO\'l!l" cases Ilke that of 
Walcott ete. also. But on a first 
reading ·by impressitln Is thilt It wl1J 
not. 

Dr. M. S. An'y: I thotight it was 
intended for thinll"s like that. 

Shri Moratka: 1'hen, Sir, clause 15 
introduces new sections 19A, 19B, 19C, 
19D, etc. 

19A deals 'With power to search 
sUspected persons; 19B deals with 
power to arrest; 19C deals with 
POWer to search any vehicle Or con-
veyance and 19D deals with power to 
search premises. 19A which relates 
to the s~3rch of a person says: 

"If any officer of Enforcement 
authorised in this behalf by the 
Central Government, by genecal 
Or special order, has reasOn to 
believe that any person has sec-
reted about his person any docu-
ments which will be useful fot 
or relevant to any proceeding 
under this Act, he may search 
that person." 

But then sub-section (2) saYs: 

''When any officer Of Enforce-
ment is about to search any 
person under the provisions of 
this section, the officer of En-
forcement shall, if such person 
so requires, .... 

-that is, if the suspected person sO 
requires-

"take such person without un-
necessary delay to the nearest 
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gazetted officer of Enforcement 
superior in rank to him or a 
magistrate ... 

If he objects to the search being 
made by that officer, then he shall be 
taken either to a magistrate Or a 
gazetted officer superior in rank to 
that officer. Then, if the magistrate 
or a superior officer, after hearing 
him, feels that !10 search is n~cessary. 
he will forthwith release him or 
send him away. On the other !,and, 
if he feels that the search is neces-
sary, then the search will be ordered 
The point which I want to wake her~ 
is this. In the caSe of searching a 
person, a right to object the search 
being made by the Enforcement 
officer is given to the suspected per-
son, that is, he can ask for being 
taken either to a m3~istrate or 10 a 
seniOr officer. But when you come to 
his actual arrest, this very officer can 
arrest him without any opti~n being 
given to the suspected person to be 
taken either to a magistrate 0," any 
superior officer. I want to ask: 
Which is ·a more serious thing? Is it 
his search or his arrest? If a pef50n 
can object, according to the scheme 
of this Bill, for being searched bv 
a particular officer, why is this right 
not b2ing given (0 him if he feel' 
that his arrest is illegal or un-
warranted or malicious? Why do 
yOU prevent him from asking for the 
same facility which you give him in 
the case of his search being made? 
I can understand if YOu had not glVen 
him this right against his search 
being made and had given him this 
right against his arrest which is far 
more serious than his search. 

~T~: 'flIT<'h, fTTr(~ r;/l"' 'f7Elf 

~ ll' ~ IT'rn 'f;T s!Tf~ ~ llT 'f!IT 
~~~1l'~1 

Shri Morarka: I can give an answer 
to my hon. friend. If a mistake is 
made in one Act, should we perpetu-
ale the mistake in all the Acto? 

Secondly, I am not objecting to thill 
prOVlSlon Or that provision. But 
what I say is this. On grounds ot 
equity, natural justice and fairness 
to the person, if yOu give him an 
optiOn of going to a superior officer 
against his search being .uade, you 
must give him the same facility when 
he is being arrested. 

Dr. M. S. Aney: Does he not think 
that 1,he purpose of the Act will be 
defeated by that? 

Shri Morarka: It is not a case 
where you are dealing with the docu-
ments. Here is a case where ,-c,u 
are dealing with a person. N-ow, 
even if he ~oes to a supel'i~Jr oil~ccr, 

he is not acquitted. All t ha t he 
wants is that instead of the inier!o. 
mind being applied to the circum-
stances or to the facts of the case, (h~ 
superior mind, if I may call that, may 
be applied. 

Shri Man Sinh p. Patel (Mehsana): 
Not superior mind; superior officer's 
mind. 

"8hri Morarka: That is right. In 
this Bill, you have given this facility 
against the scaf<'h of a person. Now, 
take another case. Under lOC, you 
can search any vehicle or an animal 
or any other carriage which carries 
goods. If one can object to a person 
being searched by an officer of a 
particular rank, how is it that one 
cannot object to one's vehicle Or ship 
Or animal heing searched by the 
officer of 1,he same rank? It may be 
that the proviSion in 19A is more 
generous and the provisions in 19B, 
19C and 19D are a little more strict. 
But I think the case of arrest is more 
serious than the case of ,earch. 
Again, the case of searching onp's 
house is more serious than t.he ques-
tion of searching a person. 

Therefore, I feel that some of the 
provisions Of this Bill, particularly, 
clauses 13 and 15 and, as I said in the 
beginning, clause 2, need a little more 
scrutiny at the hands of the hon. 
Finance Minist~r and hi;; able oIncers_ 
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I have no doubt that they must have 
given suflicient consideration in their 
Own way to these problems and in 
order to meet them they have brought 
in these provisions. I think a few 
things which I have pointed out might 
improve the Bill if they Rre accepted. 
It may appear to some Members that 
I am pleading for makil12 the Bill 
lenient. That is not mY purpose. I 
only say that you must make the Bill 
a little more homogeneous, a little 
more logical, and you must give the 
citizens or the persons a little more 
fairplay. 

Shri Beda: Mr. Deputy-Speaker, 
Sir, the various clauses of the Bill 
make an effort to improve the present 
Foreign Exchange Regulation Act. Ex_ 
cept one or two clauses, all of them 
are of minor significance. However, 
the cumulative effect 'of all these 
clauses will be the tightening UP of the 
foreign exchange provisions and their 
better execution and the result will 
bp that the overall position will im-
prove. 

At the same time, I take note of 
the deteriorating foreign-exchange 
posi tion of· ours and from this angle 
certain questions that were put in the 
question Hour today aroused a good 
deal of interest. In fact, a pointed 
question was asked from the Finance 
Minister as to whether along with the 
'official rate he was aware of the non-
official rate as quoted in other coun-
tries. He refused to give his know-
ledge of any non_official rate being 
there. But I think it is his duty to 
find out what non-official rates are ob-
taining in different countries. My 
own knowledge is that today in Lon-
don there are a number of banks and 
even private bankers who accept the 
rupee at the rate of Rs. 20 to 22 per 
pound. Sometimes I feel surprised as 
to what they do with those rupees. 
There are so many loopholes by 
which they can easily convert those 
rupees into pounds or use them 
in Lndia itself. This poses a very 
serious problem. It not only brings 

(Amendment) Bill 
down the prestige of OUr c()untry-
for, a country's name is ,!P'!1crally 
judged by its foreign policy and by 
the value of its currency-but it also 
shows clearly that there is something 
radically wrong with the execution Of 
our policies. -

If you look at the working of the 
Air India International, you will find 
that they are not getting that much 
increase in business as they had been 
getting before, and a number of In-
dians have now started c'oming not 
by Air India but by other airlines. 
What is the reason for this? The rea-
son is that the airlines of other coun-
tries are giving them lower rates; they 
are under-cutting the rates. Suppose 
the international rate is £ 130 or 
£ 135 from L'ondon to Delhi or Bom-
bay; the other companies are prepar-
ed to accept £ 100, and thev are able 
to do So because with th~se £ 100, 
they can purchase rupees at the rate 
of Rs. 20 or 22 per pound, and the 
very same rupees can be used in 
India, and thereby they get the value 
of £ 135 or even at a little more. 

Shri Bari Vishnu Kamath: More 
foreigners are flying by Air India 
nowadays. 

Shri Beda: That is exactly my 
point. When Air India service is sO 
gOOd and it has such an international 
reputation that not only the Indians 
but foreigners also insist on flying by 
Air India ..... . 

Shri B. R. Bhagat: It is very popu-
lar. 

Shri Beda: .. how is it that a 
number of Indians are not flying by 
that service? It is not that they are 
not patriotic. Sometimes they are 
short of money and sometimes there 
are other reasons. Therefore here is 
as case where Government shOUld ser-
iously consider over this matter. 

As my han. friend Shri Morarka has 
oaid. the Reserve Bank has got a very 
good name, but theii'- execution has 
been very poor. My own experience 
is that the foreign exchange control 
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whicli is in the hands of the Reserve 
Bank. is very inhuman in the sensp. 
that they go by technicalities and they 
go by what apPears on the paper, and 
verv little diScreti'on is exercised by 
the~. I wanted to stop at Moscow re-
cently. My sister-in-law was in 
Moscow, and I wanted to pay her a 
visit for a few daY3, because I thought 
that would give me a good 'opportunity 
to look around Moscow, but I was 
told that sister -in-law was not a blood 
relati'on; sister alone was a blood rela-
tion and not sister's husband or wife'~ 
trister, '1'hough there are a number 
of Acts where the spouse has been 
equated .... 

Shri Hari Vishnu Kamath: Was she 
thf> hon. Member's brother's wife? 

Shri BeiIa: No, she was y wife 
sister. 

I have come across a number of simi-
lar cases, but I would narrate only 
one case which I think was the hars-
hest One, A young lady born in Eng-
land having British citizenship beforp 

she was married-her entire family. 
father, uncle and others were dJing 
good business in London-was mar-
ried and came to India. Meanwhile, 
her father expired. Naturally slIP 
wanted togo back to England. She 
knew that the foreign exchange dif-
nculties would be there and, therefore, 
she might not be able to go there, but 
her uncle was discreet enough to send 
her return' ticket from there. Even 
then, the Reserve Bank did not allow 
her to go, even though her father had 
expired, and her uncle had sent return 
tickets for her and she had held Br;-
tish citizenship before she was married 
and her parents were in England and 
were doing, as British citizens, thougb 
of Indian origin, good business there. 
These are the hardships that we find 
on the one side, but on the other side, 
we find that we can get f'oreign ex-
change in ample measure but at 
slightly exorbitant rates. As I hav .. 
said, open selling of the Indian rupee 
-at the rate of Rs. 20 or 22 per pound 
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does not create a goOd impreSsion 
about thE! toreign exelillnge clmtrol tif 
regulation oy our country. 

Sliti Dandeker had referred to one 
a!!]>eCt in his speech; to whieh I do not 
agree. He had stated tHat certain 
measures taken -by the Comltlerce tind 
Industry Ministry, particularly the 
Coinmerce MIniStry, were not good, 
and he particularly mentioned the ex-
port promotion lnc~ntives. These ex-
port promotion incentives have done 
two good things fOr our country. One 
of them is that with these incentives it 
is possible for an Inciian exporter to 
export Ihdian goods even at a loss. 
My knowledge on this matter ,s ne t up 
to date, but I think that about a !'lonth 
"r <" lwfnrp, the foreign exchange 
value prevalent in India was b.,tw'een 
50 and 60 per cent; so if a persOti ex-
ports and earns Rs. 1 lakh of foreign 
exchange, then he can bear a loss of 
about Rs 25,000 to Rs. 40,000; because 
he can earn Rs. 50,000 or Rs. 60 oon 
"y that incentive. So, one definite 
dvanta~e was that we were able (0 

export even at a loss. That was one 
reas'on why the exports were going uP. 

The second advantage is that some 
of our industries which want foreign 
exchange could buy it from tbe foreign 
exchange earned by these incentives. 
and thereby save a lot. Here, I wowd 
pose a question for the seri'ous con.'i-
deration of the Finance Minister. In 
the matter of foreign participation, be 
allows equity participation, ratber he 
gives a preference to it, but he does 
not aUow foreign loans. The point is 
that most of the companies which 
bave foreign collaboration go mto pro-
duction and earfr well. In fact, ~!lY 

company which has got foreign col-
laboration is assured of succes> for 
two reasons; one is that the foreign 
collaboration takes care to see whe-
ther tbe c'ompany will earn profit well 
or not. Secondly, the varied process-
ing done in our Development Wing 
is very good, and that itself is a guar-
antee that any scheme sanctioned by 
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Government is assured ot success. 
That is why most of the companies 
without any exception, lIrl1icl1 Iiil\'e 
foreign cOllaboration havebeell very 
succes.ful. Sci, the point is that on 
equity you pay a dividend Which is in 
most cases far higher than the interest 
that you would be paying on the loans. 
I do not know why iny hon. friend Shrl 
H. N. Mukerjee gave us only the figures 
relating to interest on loans, but 
did not gi Ve Us the figures 
regarding equity capital, but he was 
good enough to ttil!htiah that the divi-
dends on the equity capital would be 
higher. They are higher, and there i. 
n'o doubt about it. Therefore, Gov-
ernment should seriously consider over 
this matter and if ill any foreign col-
laboration along with equity partici-
pation or even without any eq Liity par-
ticipation there Is an ofter 1:If foreign 
loan, that should be accepted, and that 
that would -relieve tfie Government of 
the burden while paying dividends and 
other things_ 

A few other points Were brought in 
but only two \)r three of them were 
very relevant and important. The 
powers given under the new sections 
that are being inserted by this Bill 
are very wide_ Shri Morarka r,ave a 
few details of these powers. An officer 
can search. arrest and do so many 
other ,things_ These are very wide 
powers, and in the circumstances It 
appears that these p'owers are neces-
sary, But experience shows that the 
Finance Ministry had been taking 
powers and powers all the time but 
has not been enforcing them as it 
should, That is why there is a feel-
ing in the House that mere taking of 
powers without any intention to use 
them or with'out an adequate need for 
their use does not look good, It only 
creates a feeling that We are creating 
an eco"o~ly or administration whiCh is 
after more and more control. So 
when the Finance Minister has come 
forward seeking these powers-I have 
no doubt that he will get them, he 
should get them-I do hope that he 
would use them and thereby improve 
the foreign exchange position. I sup-
port the Bill. 

(Amendment) Bill 
15 hrs. 

Shfurlati Tarktshwarl Sinha 
(Barh): I welcome these provisions of 
the Bill consideration of which has 
been m~ved by the Finance Minister, 
more so becaUse now i. the time 
when we have to conserve otlr foreign 
excharige resoUtces ttl the best of e>ur 
capacity-. 

According to II statement he maLie 
only recently. the Finance Minister 
said that he was very worrIed about 
the foreign. exchange positiOn which 
is not too happy. When we lOOK. at 
the figures he gave, it makes usals<-
very worried. During the Fourth 
Plan, the foreign debt obligaton we 
shall have incurred in the country 
would be Rs. 1100 crores, R3. 600 
crores by way of interest and Rs, WJ 
crores by way ot repaymerit of debt. 
Apart from that, there is, according 
to him, the problem immedIately fcio-
ing us of finding resources of !lle ordel' 
of Rs. 50 crores to pay back to the 
IMF· I am sure with his ingenuity he 
will 'do something to avoid this drain 
at the present moment, 

Therefore, I welcome the Bill. How-
ever, I feel the provisions and their 
impact will just amount to only tinket-
ing with the problem. I am sure tliat 
the powers sought to be given to tne 
Reserve Bank and the Direc,or of En-
forcement and also the facilities which 
have been given to the public by way 
of appeal to the High Court against 
the legal decisions of the enforcement 
directorate and the tribunal, are ior 
the 1:>~nefit of the public. Ail the 
same, I feel this is not going to sclve 
our problem so much though th0,e 
measures can prevent loopholes and 
mitigate to a very great extent some 
of the headaches which we haVe been 
facing in this country in thi,,; lie!d, 

One of the peculiar problems that 
hag come to notice is concerning thc 
tourist traffic, In numbers, tourist 
traffic from abroad to this cO'-1ntry has 
increased very much, but the earnings 
therefrom have m'ore or less been 
static, if we compare the figures of the 
present year, with those of the previous 
three or four years. The earnings have 
been negligibJ~, When we compare 
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our figures with those ot other c'oun-
tries like Japan and Italy, we find the 
position shocking-that the tourist 
traffic coming to this country hardly 
gives us any foreign exchange. The 
point is that they have tried to find 
out a short-circuit way of getting 
money her\" by some means, and they 
just do not bother to pay the f,)reign 
exchange for all the tours thp.y take 
in this country. Many people who are 
honest do really pay in fur"ign ex-
change, but a large number out of 
this tourist populatiOn has not given 
Us a satisfactory return. I am sure 
with the tightening of some of the 
provisions, this phenomenon will be 
considerably checked. 

There is another problem remammg 
-that of remittances from abroad. 
was sometime back in the Finance 
Ministry; from personal experience 
also, I have noticed that remittances 
of Indians from abroad have been 
falling year to year. According t" ans-
wers given to questions here-subject 
to correction-there has been a fall of 
60 per cent in the remittances as com-
pared to previous years. This really 
provides a very big loophole for 
foreign exchange violation because 
some sort of arrangement is being 
made by which remittances are not 
sent here but are mutually exchanged 
between foreigners and Indians. The 
Indians 'overseas do not send money 
here; they make arrangements to pay 
the money to the tourists who come 
here through some of their reJations-
and vi'''e versa. This has become a 
very big problem, one to be reckoned 
with. Therefore, I am hapPy that 
some of theSe provisions have been 
proposed to be enacted. 

But the basic crux of the situation 
is that We have been sandwiched bet-
ween two things· 'on the one hand we 
have the foreign' exchange scarcit;; on 
t.he other, there has not been a very 
proper utilisation ot the foreign ex-
change we have got. The latt~r also 
means a great loss. By conserving 
foreign ext'han.wll! we will be abl~ to 

collect a few crores, but the loss we 
incur through delay lack of proper 
technical collaboration non-preparation 
of project reP'Drts, non_presentation or 
those reports to the foreign collabora-
tors etc., is in proportion much higher 
tha n the amount of foreign exchange 
we lose by these violations of eXchanl!E 
regulations. Therefore the problem 
has to be tackled not by one set of 
measures alone but 'on a wider front. 

This is not the opportunity to go into 
general questions of foreign exchange 
and its disbursements. AI] the same, 
r have taken this opportunity while 
speaking on this Bill to .ay that 
there 'are many things which havE' to 
be checked in order to curb current 
violations of foreign exchange regu-
lations, hiding away foreign exchange. 
indulging in under-invoicing and over-
invOlcmg. and also ensuring bettcr 
utilisati'on of the foreign aid we get 
from so many agencies. 

There is one thing. There has been 
a wide difference between the stati.-
tics compiled by the Directorate G~ne
ral of Commercial Intelligence 2nd 
Statistics and the data we get from 
the Reserve Bank. It is good that 
Government had set up a committee j'l 

March 1964. Subject to c·orrection, 
the committee has made its recom· 
mendations. There is a wide varia-
tion between the statistics prepared 
by the two agencies I menioned. That 
really leaves scope for a lot 'of abuses. 
If these two data can be reconciied-
I know that there can be variation bet_ 
ween two agencies functIOning be-
cause the problems are very complex. 
the collection agencies are S'O many-
it can be ensured that there is not 
such a wide variation; some sort of 
parity should be maintained between 
such al(encies which maintain such in-
formation. Therclore. Government 
should try to brini the statistics and 
intelligence pata about foreign ex-
change in a more uptodate form. 
This will cheCk abuses and conserve 
foreign exchange in a much better-
mann~r. 
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Another point. We are going to 
suffer very much because of the levy 
by the U.K. 'of a 15 per cent SUI'-
charge on its imports. According to 
assessments being made from time to 
tlme, it seems We are going to lose 
nearly 30 per cent of our exports. 
This situation stresses the need fol' 
better conservation of foreign ex-
change. Our balance of payments posi-
tion, looking to the present situation, 
is going to be very much adversely 
affected by this surchar&e. Therefore, 
I would suggest that we should have 
our project reports and other things 
ready so that wOrk could start as soon 
as We get the foreign aid. Generally 
what happens is, as in the consortium 
aid we have got, that the report is not 
ready, we just wait for the allotment 
of foreign exchange for a particular 
project from a particular country. 
After receiving it we start going into 
the reports SO much so that even the 
geological survey is not ready. In 
some cases, I have found that the pro_ 
ject reports haVe been SO much delay-
ed because the geological survey was 
n'Ot made. One example is cement; 
another is bauxite. We have a plan-
ned programme for producing alum-
inium but the proper geological SUI'-
vey for bauxite has not been there. 
The second thing is cement. We have 
a general programme for expansion 'of 
cement production without looking in-
to the geological capabilities and the 
availability of limestone. I gave these 
two examples to show that without 
proper advance planning we could not 
utilise our foreign exchange as we 
should. 

Some of the industrialists ltO in for 
industrial expansion. They mayor 
may ntlt have the resources. When 
they go abroad for foreign-exchange 
requirements, they get the foreign ex-
change through deferred payment. But 
such facilities are not granted to them 
internally with the result that even 
the foreign exchange that they get is 
not properly utilised, causing loss to 
the planned'eC'Onomy. The develop-
ment bank that has come into eXIS-
tence and other financial and credit 

(Amenciment) Bill 
agencies s'lJuld initiate a sy;tem 01 
deferred payment to be met On the 
basis of foreign exchange allotment 
which is likely to be available for a 
certain project. SOmetimes the pro-
jects are not initiated because of lack 
of facilities here. I know personally a 
case where foreign exchange was com-
mitted; plants were ordered from West 
Germany but some technical coli abo-
rati'on was called for from East Ger-
many. Due to some political compli-
cations, the West German Government 
decided not to allow German banks to 
give foreign credit. The whole pro-
gramme was bogged down for 2i 
years. With great difficulty some 
foreign exchange was allotted from 
the free reserves. There may be 
other similar cases; therefore, some 
such allotment should be made in ouch 
cases, where the Government has con-
curred with the programmes. 

I do n'ot know whether this is very 
relevant t<l this Bill but I would l;ke 
to take this opportunity to "lggest 
One point. A huge proj ecL costing 
Rs. 40 or 50 crores 'or even Rs. 2 crore, 
but involving a foreign exchange of 
Rs 5 or 10 lakhs may be there; the 
party has got enough resources in 
rupees. But that party is asked to go 
in search of foreign c'ollaborators for 
that small amount of foreign exchange 
with the result that the project or unIt 
gets delayed. Compared to the loss to 
the country due to th~ delay thus 
caused it would b2 advantageous to 
release a small amount from the free 
foreign exchange resources on pay-
ment of rupee equivalent so that th" 
project may get going quickly. 

Lastly, about standardisation. The 
Reserve Bank has taken power, to 
frame s'Ome standard regulations for 
foreign collaboration with Indian coun-
terparts. In such cases technical 00!-
laboration is an important and signifi· 
cant part. In this field of ("elmical 
collaboration, lot of abuses are there. 
The re:n:Uttance at foceign exchange 
from this country On the basl,> of 
technical collaboration allows for 
laxity. Therefore, I would request 
the G<lvemment to follow some kind 
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of standarcUsaiiou iq 14le mat~cr 01 
technical collaboration if it IS net, pos. 
sible to have complete standar:11latiQn. 
Some standard formula would be thcr" 
so that collaboration allr~ments can 
fall into that pattern. n will also 
avoid the necessity of goil)~ into th" 
merits of every case or into eVery point 
of an agreement which will cause a 
lot of delay. That is why I suggest 
th&t some kind of technical :rta:-.'jar-
disati{)n should be lllaintail)ed which 
may affect technical collaboration 
generally. 

Finally, 1 would request the Govern-
ment to take the problem of advance 
budgeting in foreign exchange and 
foreign collaboration very seri·ously. 
At present, it is done only for six 
months periods. This is not proper in 
a country which spends thousand~ 'of 
crores of foreign exchange. Govern-
ment should-have a long.term plan· 
ning of foreign exchange aliotments. 
Otherwise, foreign exchange allotment 
becomes very uncertain and a lot 01 
other problems arise: We find our-
selves in a very tight corner. Advance, 
long-term foreign exchange budgeting 
would be helpful in this period of diffi-
cult foreign-exchange situation. So, I 
would ask the Finance Mini~ter to 
consider this. He is very reiot»'ceflll 
and he is also a man of great tehacity. 
If he takes it into his mind, h~ can 
do it, in spite of delaying by some; 
they cannot really stop his will. Not 
that 1 think that Mr. Wi130n has done 
wonders but I would cerlali',y say 
that Mr. Wilson, the pre~ent Prime 
Minister of Britain with five 0' six 
majority, has taken so many steDs to 
improve the economy of his country. 
These step~ are very • ita I because 
they have affected every person, in-
cluding the consumer. But there is 
that conviction that ultimately the re-
sults of these will be gOOd for Britain. 
I am sure the Finance MiniSter who 
haR got the same tenacity ,>t pllrpose 
'and also great perseverance alsp ~oe~ 
not want all the time tp "lay to the 
gallery which is a growing find yery 
dangerous phenomenOn in the l~eder· 

..(Amendment) BiI! 

$hip today-excuse my saying so-an(1 

I am sure he will be bold enough to 
take steps and do something about 
our foreijlll eXchange. 

lIiT ~i1lrr, "'iT<'f ;;f'<. .... T (m) : 
'3''1TSll'tlf ~"", ""fit 'f,~ Jf];r.flll' ~~ 
if ~ 'IiTtf ~or ~ (~~) 
f.r<;r 'fHIl,li;r fiI;lrr ~ ~ If· ¥iT :Off '!iT 

~ ifm'IT ~ I ~ ~ ~ !Tn ;;ft 
~ mrr ~ ~ ~ m:t lPmil' ~ 
~mr .m: '1T ~ '!iiR ~ ~ 
'tliTfif; ~ mn: 'I\'t ~ if; ~ 
~T ~ ~ ~ ~ m ~, ~ <rr.t 
liT ri crP:r1 ;;fOillTm::mif;~ 

~ffift Bl1{p:f ~ fiji iffl ~ ~<fr ~ lIT 

~~ ~ttf'fi'iI'il:fiRftri 
if;~f<mrT~'SIl"'<f'f\{~ I W~ 
~ cit ll'Q iIIfin;n: f~ ~, it m ~ 
'4T~fif;wilcit~'I\'t~ 
~ ~, ~ wfu;r m 'I\'t ~ i'r 'lW t.ft 
~I 

~ fiftr if<ft ;;it ~ If.r ~ ~ '.I:l9f 
~ f'fi' lJi{ 1 9 6 3-6 4 it fit;crft f<mfT 
~ ~ ilf cIT a'~ ~ 'lit{ ~ 
;r ~ ~ fui ~ ~ RlIT fit; m "'"' 
~ ~ I ~ ~ W<ft ~ ~ 'flIT ~r 
~ ? ~ ~ it lir: Il:'fi' ~'I'f 'IT{ if 
~~rfit;~;;ft'fil ;mgmm 
~~~RlITfif;~f~,.;r 
'lit{ u:'f' ~T 'lW ~ ~ ~ ~ m 
~ I ~iro'fi'~Pli!~A;~'fil' 
'ITIf m u:'f' ~ ~, ~ ~ ~ ::m'l\'t 
~tl~~'4Ti!fi.'ITf.t;~ 
'fi9 ~ mrr ~ m ¥iT '3'ff'IIT ;;rR 
if@ ~ I ~ 'flfT ~T ~ 
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l<'f ~ mr ~ tt ~ ;;ffit t ~ 
m<Im: mr ~ifiFT ?;l<f; ~ qn:r;r ~ 

~;;mrr~ 19;f'Ifr~Wr'!iT<ml 

~ flt; ~ ~ ~ ~ fWr ~iflfi 
if;~T'!iT~fuml'!'lfT~~ 

m ~ '!iT ~ ;;rtq '!iT lSIClf 'Ii'<: kin 
l'!'lfT I 'IiI9 f~ ;;rr;r'l'R '!iT l!{ ;q'1r ~ 
~~fit;~ ~ ~ ~, ~ 
~ '1ft firofr ~ ~ '!iT l!{ I ~ 

;qonr f.!m lin if; <rnur ~ ~ 
~ -'fTfirlif if; ~ <n: <mIT 0!lTT ~ ~ I 

;qonr ~ 'fiT GlifI 'flIl ifQT fll'<1ffi ~ ? 

sif~ flt; ~ TffiR':m 'Ii'<: 'I1'T ~ 
~.q;;r~~ I~t? ~fij;~ 

~ f.!m-lin '!iT '!i1fT ~ ~ ~ 
fimfT IIp ~ ~ ~ I 

f.!m 1!n ~ :rnn: '1ft ~ 
ifl]"fror~a1~V ~,Of~ 
'1ft<r ~ ~ ~, Of ~ ~ '1ft<r 
~~ '!iT.\' <m'lT ~ ~ I W n<n: 
ij;T~ita1~~~ ~ 
~,~~'fi9<iT~~ I ~~ 
~ ;;rrif, a1 ~ ~I!l' it ~ ~ ~~ 
\!TaT ~ fit; ~ ffi OR '!i'ir ;q'1r ~ 
a<m OR ~ ;;mrr ~ I if 'fiWfT ~ 
~fij;~~~2'ffilIT~ ij; 
$ffi~Cfij;'~~1 

q'~-ffilf Iff;;r;rr if; <rT~ G'~ '!iT 
ij;o'n- fij;lIT l'!'lfT, ~fiA' flf)~ ~2' ~ <:"T r,~ I 

!I;I'l';;r flf)~ ~. ~m!fif "TlIT ;;rr ,n ~ I 

'ft9 fi'f'l' lfO: ~~ ;q'1~ f'fi~ ~2' ~ <:"T 
;;rrir~T I !I;I"it >it m~nij;'T if 'NT fij; 
If,: 'fiT1:'f 'I1'TiI' 'f.1:11Al11 <n: <'11'!, tiFrr I 
1947 it 11(,: ~Of ififT, m it ~ 
~!!!'rn'l' ~) '1.T ~ I q) 'flit ~ ~ $I 
;;rr Tf.T ~ I ~T ~llf<l' ~ ij;'l=llf'l'l11 
if; 'IlTf<w ~ I ~ '!iT ~T ~'!'lIt ~ 

(Amendment) Bill 

~T ~ I <i 'it 'fififT ;m~ ~ I ~ ;V~ 
m ~ flt; if if : TIt ~ « lff' ~qm 'fI1n' 
g, ij;l{ ij;,m ~ flt; WI' ~ ~ fum 
~ I 

~ i:.+W ~f~ it ~~ f"m 
ifn ij;1 Sl'r«r pif iii ~ of'fiT qtr 
~ if ;;rT 'Ii'<: '!>P~R WR f~ I ;fflhrr 
lfi! PH fit; ;;rar ~ ~ ~ 'Ii'<: fif'lilOf 
f~, <1'1 <i mii2' ~ !rifnIR Pit ~ 
fij; f:Si ifimI'r I 

~ ~ lliorT <rT<f <1'1 if -' ~ fij; ftmft 
~r 'fiT ~T '3'1lirrl;p:;n ;;rf;'/t I 
~ f<Rm ifin 'fiT ~T ~wi~ .~ 
tiTc!T ~ I ~~R ~ ifv:r SI'~~ if rrm 
,...T "f'l'll'T if fm >iT ~ 'fflT 'f@ ~ fij; 
f~ ~'[r '!<IT ~ I ~ <f'iTt ~ ~ fij; 
f<mft ~'[r 1111«<:" >i.1t ~T ~)~T, or) ~I!l' 
<n: <I'm orr, lIT iii){ ~ifTorT ~~r, ;;frfij; 
.rn it 'rc.rr orr I >i.1t ~ ~T ~ ~ 
fij; f<mft ~'[r 'flfl ~ I ;f~IT \9'li ~ 
ij;~Cf1fi"~ lJri lJTi ~ '!11r $V--
fw if; f~ <m:'f~ ~ ;p- ;io ;;nit ~, 
~ij;Of ~ if; fori< lfflr.f 'iii fif<'io'r ~ I 

'3''1' ~ ij;,T ;;rrcrr ~ fit; f<Rm~r il~T 
~ I~ ~flf)m~fij;~f<Rm~T 
'!<IT <r<rror m l'!'lfT I m;;r ~rn2' ;f.r 'f.1iT 
'flff ~ ? o;mr lit llffi '3'm sr~lIT ~ ~ 

<i~ mlff, ~H it ij;, .. T ~ ~ fij; aR 
mor if) '1'!: ~~ f"m g<!:, ~ ifWt;J 
ifQT ~ ;q'R ~'" f~ $ar~T it ;;r1 am, 
~, 'Rm t'i[fl: ~ "f1TT!lT g-'!1f ~, 
~:~~~ I 

~ ~ %~ pr ~ ~ ~1lff'ij;) 
sr~'1' ffi 'iTfl<': I p, <iT H qi ~. 
~~T <iT ~$ oifR ~T ~iiT ~ln:/t I 
rrm it ~ \91i ~ '3'~m ~Torif if; fortt 
~ f<Rm ~ ~ ~ ~ ~T "iff\!tt, 
¥ij;Of ~ ~m ~t ;p-<fT i I !!~ 
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[>.it 'j;j:m"{ <m=r ~~T] 
tr~ "3"if Of'ml ~T <1':$ ~T ~, ;;f)fif; 
"RT ~ ~ I ~'Ii'f ~;ffi lJ"{r.r f'f>mif 
iflD <R: 7 

~ foroo ~ ~ ;o'l'l"Tlr llt: 
~Tm ~ f~ ~~1 ~<Pt ~T 'if tit il'TfT{ 
~ ~ I m, ~T l1Tm" IlT OfT, 'iftsT 
'I7T 'lIlT 'fT1f ~ ? it~ ~, ~

'""!:Of <f;llfl '" fur!: prrit f'fOO 
~ ~ ~~T ~ I 'flIT ITt: ~'iffl 
~ f~ ~~ '" l'!~ q"( Il~cf 'fro ~ 
f'fOO ~n "Sfr:<f <tT ~ m<: dtr <it 
~~ 'fllfl q--.:: ~ ~ f~T orrq- I lJ"{r.r 
~;:!"T 11m;;rrir ~ ~ mGlfT fmT 
~ ~ mrr:mT l1Tm" '1T ~ "f"{ If o1i, 
IT~ '3f;rn" ~f ~ m<: ~tr <it ~ ~ 
;ffi,,11; I ~ ~'ifT7T lJ"{r.r f'fi"mif ~ 
~r ~ f~ fifOO ~lrT iflD ~Tm t I ;otr 

'lit f'fOO ifP ~ o;N. ~ ~11; I 

~~ ll<i ~Tm ~ f~ f;;r.r ~f 
~f ~ 'P'Ififllt ~, f<mTf if '3"'f it. 
~;:c ~ ~ ~ I or ~ ~ ~ ~ 
~ '1fT>: fif~ ~ 'lit ~t mif ~f ~r 
1ffi ~ I fqn ;forf 'f ~ ~ fif; fmf 
~n If OfI'll<lR ~f ~f ;;rr ~T ~ I 

~tr ~f ~ 'IiT"{UT 'flIT ~ ? lfT<f ~GT 

~ ~a- ~ ~ f<r<1 ~ ;;r;rffi ~ .,f1" dtr 

it. ~-m fq;; f'fOO ~"Sf~ ~ ffif ~ I 

~ f~ 'ir 'fT"{ ~ ~q-llT I fmf ~T 
"Sfr:<f rn ~ maif iflD ~ ? 

O<fT'lTfT 'Jfr iff:;r<f; 'R reT ~, ;otr '" 

ifTt If ~ ~T'l5 ifQ:f ~ I '3"tr q--.:: m 
~R ~Tifr 'fTn~ I 'Jfif ~ dtr q--.:: 

~R ~1 6:rrrr, aif ~ ;,"lfTt~!/T If 
f~ ,!lrT ~T ifif tr'Rfr, 'Pi1f~ 'f% 
~ ~~ f~if(f '" m:ft if~ ~11 
if"ifT ~a- ~, lfT<f T<I"m ~ 1ffi ~ 'If1\: ~tr 
"Sf'lilT forrn'T '!J::T T<I"m "SfM ~ ffif ~ 

(Amendment) Bill 

~tr ~ ;ffl\";;rr ~ Q:fflT ~ fif; fifOO '!J::T 

p, 'lit ifQ:T f~f ~ I "''f.R <it Il~~ 
~if ~I '" l!;;;fcl ~ q-m <fTfTifT 
;ffi~11; I '!'ilT ii1i ~f q--.:: 6 7 ~'iIl1: 

~<Pt ~11r.rr gm I 'F<if gm ? ~ 

~tr ~ iflD Q:T 'JfmT ~ ? lfR OfT mfT 
'ifR'fll;'f'~~<Pt~f'ifm~f~ 

f'li<: ~ ~'iT"{ ~ GT'r ~ fw llT 

~T ifi1q- If ~ f~, ;:!"T 'flIT ~ GT'r 
~ ? it ~ ~, fif; WI'"{ f.t;m 'f l!;~ 
~ ~<Pt ~T fifOO ~ ~T 'ifRT <tT Q:T, 
(l't dtr 'Ii't ~T ~ ~<Pt ~ ~S" ~ 

;ffitl!; I "3"tr 'Ii't 1i1r-rr ~T 'ifTH'-( I 

~2r OfFn 'lit ~ ~T ~;:!" 'I1f 
~r ~f ;ffi~~ I '!f'lfor <tT '!f1l1fu ~ 
~ ~~ ;;f\lrl 'Ii't ~tr if]";:r ~ ~ 'If1\: 
~ flf'f 'JfRIT~fif; ~~ ~ 
"', fuif(f ~ ~, trnIi 'f"{f Q:T ;;rrf I 

g11 'f ~ ~ m ~ f~ 'JfT OfTlr '1'fii 
~ ~, or '!f'lfor If <rfr ~ ;;rffl ~ I ~11 'f 
~ f~ <:flruif ~ s"~1 ~ m~ 
~'f 'lfn:: trrm q--.:: .~~-~Wr """'f '" 
it.tr ~ 'f"{f ~T 'J7IT I 'Jfif ~ 'f"{f 1ft 
~ ~, ;:!"r f'fOO ,!lrT '" ~ i'fT !lim 
'f"{T ~T ;;mIlT, 'l<flfif; or ~~fu 'lf1.-
ffiF1fi'f ~ ~11 ~T Q:Ta- ~ I ~m<'ll!; '3"'f 

'lit '!f'lfor ~f ~;:!" if(r ~f 'ifTn:l!; I 

W<f If it ll"; "'\£'1T ""<:aT ~ fif; 
~'ft f~ 'Ii't <'I"f ?~iNi '" f<'ll!; f~~r 
l1lrT ~ ~ srmm.::r ~ 'lTn11; I f~wr 
~lrr '" ~I 'Ii't·~R ~f ~ ~T ~f 
'ifTf~1 

Shri s. M. Banerjee (Kanpur): Mr. 
Deputy-Speaker, Sir, I rise to support 
this Bill and I hope when this Bill 
becomes an Act it will give more 
powers to the Directorate of Enforce-
ment and to the Reserve Bank. ! 
must admire the work done by the 
Enforcement Directorate and !. have 
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no word to praise how efficiently that 
director-a man of unquestionable 
integrity-has sat on judgment of so 
many appeals and cases. The whole 
difficulty is this: we are confronted 
with two problems: one is how to 
,ave our foreign exchange and the 
second is, how to earn foreign 
exchange. There are certain provi-
sions in the iBill which, if rigidly 
f allowed, will surely stop the drain 
of foreign exchange. 

15.28 hrs. 

[DR. SAROJINI MAHISHI in the Chair] 

That will naturally result in some 
rise in foreign exchange for our 
country. There are certain aspects 
of this Bill, and to illustrate, I must 
take this opportunity of giving cer-
ta)D instances. This morning, in 
rpply :0 a que'stion, the han. Minister 
stated that there were about 2,000 
cases from 1st January, 1964 to 30th 
November or 31st October. 1964-1 
am not sure-of violation of foreign 
exchangE', The cases may be more 
jn number. But I would like to know 
what steps have been taken to see 
that those people who are caught for 
vwlation of foreign exchange are 
punished suitably. 

A case has been referred to by my 
he-n friend Shri Onkar Lal Berwa, 
n<.mcly of Bird & Co. I do not seek 
a judgment whether this fine of 
Rs. 67.000 is more or less. But I have 
a feeling that those big companies-
I do not for a moment imply any 
motive either on the part of the 
Fmance Minister or on the part of his 
M:nistry-who have some approaches, 
<.nd those who can possibly influence, 
"nd have some political influence, can 
!!"t away with a meagre fine. Some-
times this directorate is placed in very 
f,wkward position when there is poli-
tical interference. There should be 
no political interference in such 
matters, whether it is Jain, Birlas. 
Bird & Company or anyone. If we 
politicians including Ministers have 
full confidence and faith in the work-
ing of the directorate, I hope the 

J710(Ai)LSD-7. 

(Amendment) Bm 
cases will be disposed of more ex-
peditiously and justice will not be 
denied to them; at the same time. 
they will be punished it they are 
guilty. 

This morning during Question Hour 
I asked whether there are certain 
business houses in the country which 
are maintaining regular offices abroad, 
especially England and USA. I 
referred to the house of Birlas. I was 
told by the hon. Finance Minister that 
he has no knowledge. I would only 
request him, let this House know 
whether it is a fact that they are 
maintaining an office and conserving 
foreign exchange to the tune 0'[ crores 
by under-invoicing in jute carpet 
packing. This is true not only of 
Birlas but all those who are export-
ing jute goods. I am not talking of 
jute, but jute carpet packing and 
other jute goods. In such cases, if 
they are maintaining some offices, 
what is the procedure for checking 
their balance-sheets? When it was 
declared in this House that those who 
have foreign assets and foreign 
accounts must declare boldly their 
assets and no action will be taken-
a particular date was fixed. November 
1961 Or 1962, I speak subject to correc-
tion-what was the total asset which 
was creclared by the big business 
houses? Something was said about 
our late beloved Prime Minister. We 
were not concerned with that; we are 
more concerned with those who with 
the help of under-invoicing are build-
ing up empires in this country. What 
action has been taken against them? 
How is it that whenever we raise the 
question at big business houses, we 
get some evasive reply? I do not say 
it is deliberate. We want a definite 
reply whether they are maintaining 
offices abroad and whether we haVl! 
any procedure or basis with us with 
the help of which we could possibly 
know what is their foreign exchange 
reserve and how they are utilising it. 

I come to remittances. Remittances 
by the oil companies has been men-
tioned by my hon. friend, Shri 
Mukerjee. What was their asset In 
the country and what were their 
remittances in the pre-independence 
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(Shri S. M. Baner;ee] 
days? What are their remittances 
today? I know some of the com-
panies. Thank God the British India 
Corporation is in the hands of Indians 
now. When the Britishers left, they 
left it in scrap. They were only 
interested in earning foreign exchange 
at the cost of our country. They were 
not interested in running these con-
cerns, because whatever money they 
spent in India, they earned thousand 
times more. Now that it is in tbe 
hands o[ Indians, I hope with the help 
of Lie we will be able to run it 
effecti vel y. 

What is happening in tea? What 
about their remittances? What 
about other big companies owned by 
the foreigners in our cauntry? 'fllat 
is a matter to be cansidered. If the 
Minister wants nO' drainage in our 
foreign exchange, if we want to 
improve our foreign exchange position 
to help in building our national 
economy, it is necessary that we 
$ould be more strict in these ffi1;tters. 
Certain searches have taken place in 
Calcutta, Bombay and Kanpur and 
big business hauses in other places. 
'What was the total fareign currency 
found? It was a very meagre amount. 
There is a sentence in the Statement 
of Objects and Reasons which says: 

"to contral and regulate the 
appointment af foreign campanies, 
firms or branches thereof as the 
agen~s of advisers of firms in 
India". 

What are these agents and their 
counterparts in foreign countries 
doing? The Statement of Objects and 
Reasons further says: 

"to include provisions on the 
lines Of Rule 132A of the Defence 
O'f India Rules, 1962, prohibiting 
unautltorised dealings in foreign 
exchange brought in by tourists 
and tightening the control over 
such dealings". 

When it is said that the Government 
is going to take strict measures so 
. that foreigners may not play some 

mischief on our country, it reminds 
me of the Walcott story. He came 
every time. he conquered and went 
away. There are thousands of 
Walcotts. According to Mr. Walcott 
and his associates, India has becom~ 
a paradise of smugglers. In Delhi 
itself, right from the airpart to Con-
naught Place, there is a regular busi-
ness going on. Anybody may go from 
this place with only Rs. 40 in h" 
pocket. Previously foreign ex~hang" 

was sanctioned far world tour. When 
I went in 1960 I was given about £ 30. 
Later on it was reduced to only Rs. 75. 
N ow it is reduced taRs. 40. It may 
be reduced 10 Re. 1. but people have 
their contacts outside. They go 
abroad with a pack of cigarettes and 
bring all sorts of materials. This i; 
how this vicious chain funclioru 
They have an international gang, a!1 
international brotherhood of smug 
glers and others dealing in foreign 
exchange. 

I would like to know what has 
happened to those cases of foreign 
exchange violation by a very big 
business house in Calcutta-Bengal 
Enamels. Their workshop was search-
ed in Palta in 24 Parganas. A case 
was started agaimt them. But they 
have very good contacts in Delhi to 
influence the Ministers and others and 
to see that the cases are hushed up. 
The poor director is sandwiched bet-
ween this big campany and the politt-
cal influence and sometimes he has no 
optian but to reo;ign. I do not know 
what will become of the directorate 
if thi~ political interference is llot 
stopped. I know of a big business-
man who is supposed to be the king 
of hoarders. Hashim Premji Wa.' 
arrested on a charge af foreign 
exchange violation. What happened 
to him? We know there is no case 
against him and he has been exonerat-
ed. He was caught here under DIR. 
but he has been exonerated. When 
aile of the political leaders. who was 
a member of this House in 1957, was 
involved, his name was proclaimed. 
It was announced that We had caught 
a big political leader. But what 
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happened to this king of hoarders who 
has been let off? What happened to 
another Member of Parliament who 
was also involved? Nothing. It is 
because the pOlitical influence is much 
more now and it is impossible for 
this Direct~rate to function unless this 
political influence is taken out of it. 

Then, I would like to know what 
machinery we have to have a screen-
ing of foreign firms in this country. 
About Bird and Company, as I said 
sometime back, when one bird was 
caught another bird flew away. He 
was not caught. Later all he came. 
1 would request the Minister, when 
he replies to the debate, to give 
replies to the various points that have 
been raised. 

We are in neeti of foreign exchange. 
We want to conserve foreign 
exchange. Our whole economy will 
come to a stand-still, our industriali-
sa:ion will come to a stand-still if for 
mere foreign exchange we are unable 
to import machineries for OUr big 
units. I hope and trust the hon. 
Minister will take necessary action and 
see tha t there is not merely the pas-
sage of this Bill. As you know, 
Madam,-you are an eminent lawyer 
-We have passed much more legisla-
tion in ten years than what other 
countries have done in hundred years. 
We are very good in passing Bills. But 
what about their implementation? 

Certain points were made by Shri-
mati Tarkeshwari Sinha who had the 
bitter experience of the Finance 
Ministry. I want to know whether 
any note will be taken of them. I 
hope the han. Minister will kindly 
reply as to what positive steps have 
been taken. It is no use reducing the 
foreign exchange from Rs. 75 to Rs. 40. 
But it i, also true that some people 
can send their children abroad for 
study on alI matters. Whether it is 
engineering, medical or any other 
subject, this restrktion does not apply 
to them. But if I want to send my 
son they will say that India is pros-
perous and that with Shri Chagla it 
will prosper more in, education. If 

(Amendment) Bin 
my san wants to become an engineel 
I will have to send him to PI lam, 
Ballaras or Shibp\1r. There should be 
on •. ,·tllt for all and 1 hope the han. 
Minister will see to it. 

Madam, I lend my full-throated 
support to this measure and I hope it 
will be a success within no time. 

Shri D. C. Sharma (Gur6aspur): 
Sir I have heard speeches on the 
flo;r of this House today which have 
been pro-west and pro-east. I have 
heard speeches today which have 
thrown a sneaking sympathy for big 
business. I have also heard speeches 
today which have shown a great deal 
of interest in smuggling a', a profitable 
profession. 

Shri S. M. Banerjee: Much n,ore 
than as a Member of Parliament. 

Shri D. C. Sharma: But the hct of 
the matter is this, that if you think 
that you can stop the violation of the 
foreign exchange regulations by this 
Act you are living in a world which 
has no touch with reality. 

The hon. Member referred to a 
British firm which had indulged in 
violations of foreign exchange. I do 
not know what the fate of that firm 
is. I know Of an Indian firm which 
indulged in this kind of violation on 
a very large scale and on which a 
deterrent punishment of fine was 
imposed. But, thanks to the demo-
cratic processes of Our country and 
thanks to the liberal tendencies in 
our country. that punishment went on 
being reduced and ultimately it came 
to a very nominal fine. 

What I am submitting very respect-
full v is this. There are two type'" 
of persons who indulge in this kind 
of smuggling activity and foreign 
exchange violations. There are some 
good men who casually suecumb to 
thi temptation and I am sure the Bill 
of Shri Krishnamachari will put the 
fear of God in their hearts and they 
will perhaps be saved from that 
occasional temptation. They will not 
try to incur the mischief of this Bill 
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by going in for any kind of transac-
tion which is not in keeping with the 
canons of morality. But there are 
some habitual offenders who have 
made a profession of doing this thing. 

When I read this Bill I find that 
the whole approach is institutional-
you are dealing with firms, travelling 
agents, this organised body and that 
body. Of course, the institutions 
Which can be guilty oI these viola-
tions should be dealt with adequately. 
But I ask one question. What is going 
to happen to those persons who do 
this kind of violation on person-to-
person basis? And that kind of thing 
goes on. You can catch a British 
firm or an Indian firm sometimes, but 
smuggling like anti-prohibition is 
spread all over the country and I do 
not lind anything in this Bill except 
(e) which shows to me how the 
person-to-person transactions in viola-
tion of the foreign exchange regula-
tions are going to be met. Unless you 
deal with this problem on that level, 
I think it is no use giving additional 
powers to the Reserve Bank, because 
it would not help us to tighten the 
5crew on foreign firms here or to add 
to our scrutiny of the Indian firms 
Which haVe their agents elsewhere. It 
will not help Us very much. 

15.48 hrs. 

[MR. SPEAKER in the Chair] 

I tell you that the sources of leakage 
of our foreign exchange are not those 
which were described by 8hri Hiren 
Mukerjee. We want the know-how 
and We have to pay back our debts; 
the companies have to get their 
dividends. I do not want that all 
developmental activities in this coun-
try should be stopped because some 
persons get fees for the expertise they 
give Us or because some persons get 
dividend from the firms whiCh they 
rUn here and which are going to do 
ultimate good to this country. There 
may be the possibility of leakage from 
that point of view also. But I would 

(Amendment) Bill 

say that the smuggler or violator of 
foreign exchange regulations should 
not have serrt dealing at the hands of 
the Finance Ministry. Of course, the 
appellate tribunal has been enlarged; 
instead of two persons we will have 
three persons and he will go to the 
High court if any point of law is 
involved. He can be arrested but he 
cannot be searched without something. 
I do not know why the Finance Min-
ister is making such a distinction 
between "search" and "arrest"; 
Harrest" is arrest, but "search" is a m'ore 
serious matter than arrest. I should 
have said that Harrest" and "search" 
should have been placed at par with 
each other. There should hnve been 
no distinction made. But On account 
of the liberal tendencies of our Gov-
ernment and the Finance Ministry 
some distinction has been made. I 
think, it can go as it is. 

But my only point is that if the 
Finance Minister wants to deal with 
this evil whiCh is rampant and is 
getting more and more out of control 
-it is taking hOld erI not only the 
big persons but the petty shopkeeper" 
the tourists and all those persons who 
want to go abroad Or who want to 
come to this country-if he wants to 
tackle them properly, he should say 
that they would be tried in a summary 
fashion as the hoarder or the black-
marketer is going to be tried. 

H. G. Wells in one of his moment ... 
of insight said, 'Sometimes we waT).t. 
to kill an 'elephant but we use a toy-
gun." When I look at the provisions 
of this Bill, salutary and good so fal 
as they go, I see that to kill the 
violations which are taking place on 
a very big scale in this country and 
Which have the dimensions and the 
height and the weight and the 
strength of an elephant, We have 
forged this toy-gun and I can assure 
you that this toy-gun will not help 
us and will not go very far. 

Therefore I would say to the hon. 
Minister that he should divide the 
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offenders into two classes. Let the 
first offence be dealt with in the way 
in which he has explained in the Bill 
because I do not want to give a shock 
to his liberal and democratic 
sympathies. Whether he is a person 
or an institution, let him have the 
kind of this liberal, generous, legal 
treatment as is given in this Bill; but 
so far as the second offence is con-
cerned, I think, there should be B 
summary trial. If a British firm goes 
wrong, I think, it should be asked to 
wind up its business. If an Indian 
firm errs, I think, it should be closed 
down. If a person errs once, he may 
be dealt with softly because that is 
the intention of Government; but if 
he errs twice, I think, something else 
!hould be done. 

In the whole of this Bill I have not 
com" across one thing and it is this. 
How do you come to know these 
things? How do you get to know 
these violations at foreign exchange 
regulations? Have you got any 
machinery? You become wise only 
after the event. You lock the stable 
after the horse has been stolen. I think, 
the Finance Ministry should have 
evolved a machinery, some kind of a 
vigilance commission or a vigilance 
body or a bureau of investigation, to 
know where theSe violations are 
taking place. Unless that machinery 
is there, I am sure, this Bill, with all 
its good intentions, will not have that 
effect which the hon. Minister wants 
it to have. 

Ano~her point that I want to makp 
is this. The hon. Minister, I think, 
if I understood him aright, referred 
to a social stigma-if I am not correct. 
he will correct me-that we attach 
to a person who violates the foreign 
exchange regulations. I think he said 
something like that. If our public 
opmlOn had been vigilant, as our 
Finance Minister thinks it to be, it 
we had had the conception of social 
stigma to which he referred in his 
opening speech, I think, most of the 
regulations, most of the provisions of 
this Bill would not have been needed. 

(Amendment) Bill 

Unfortunately, as our society is con-
stituted today, I find that all these 
persons, the hoarder, the black-
marketeer, the speCUlator in g:·ams 
and other things and also the 
smuggler, do not suffer from any kind 
of social disability. They do nut 
suffer from any kind of social stigma. 
I would, therefore, ask the hon. 
Finance Minister: How is he going 
to educate the public opinion? In what 
way is he going to call into action that 
great instrument of democracy, the 
public opinion so that a firm which 
has a person who commits this wrong 
or somebody else who goes against 
this kind of a thIng does not receive 
any kind of social approval? Has he 
got that thing in view? Has he got 
any machinery In view? I do not 
think he has any machinery for that. 
So, I say that this legal approach to 
this problem is good as far as it goes. 

Some Members have referred to 
clause 2 or clause 13 or clause 15. I 
haVe read thase clauses very carefully 
and, I think, they are admirdbly 
worded. Their intention is very t::eaJ 
and they haVe not erred on the side 
of excess in any way. They are just 
and equitable. But nobody has ceml" 
forward to tell Us how this great evil 
is to be PUt down. I sometimes go 
a broad. Of course, sometimes I go 
abroad under your auspices and then 
I behave like a student under lile 
auspices of a principal. But some-
times I go abroad On my own and I 
meet persons abroad. 

Shri S. M. Banerjee: How did you 
get the foreign eXChange? 

S'Iui D. C. Sharma: I asked them 
as to how much of foreign exchange 
did they get when they started from 
India. Only with Rs. 40 in theIr 
pockets. And yet they travel all over 
the world; they go from one country 
to another country and they lIve in 
good hotels. They spend money and 
they bring back the presents for f heir 
friends and relatives. They do all 
kinds of things. I ask you one ques-



32 35 Fareign 
Exchange 

DECEMBER 3, 1964 Regulation 3236 

[Shri D. C. Sharma) 
tion: What are you going to do about 
these persons? They are not to be 
touched by this Bill. You are only 
touching the eStablished kinds of 
business and other things. 

I would congratulate the hOIl. 
Minister on havmg given very serious 
thought to this problem, on havmg 
brought forward this Bill, on havmg 
tried to tighten the screw on certam 
types of persons Or institutions that 
err, but I would say that in this Bill 
there should have been a prOVIsIon 
that anyone who is guilty of a viola-
tum of the foreign exchange regula-
tions, if not for the first time, at least 
for the second time, would have ouly 
summary trial and that summary trial 
would be at the hands of a member 
of the appellate tribunal or at the 
hands of a presidency magistrate or 
some other kind of magistrate. If the 
hon. Minister had provided -l0mething 
like that, I would haVe felt that this 
Bill would achieve the maximum of 
effect, but as it is, I think it is not 
going to produce those results which 
the hon. Finance Minister very much 
likes to produce. 

16 hrs. 

Shri T. T. Krishnamachari: 
un'fortunate that it is a very 
House 

It is 
thin 

Shri S. M. Banerjee: We Silould 
have quorum at least when the hon. 
Minister speaks. At least he should 
have the privilege of having quorum. 

Shri T. T. Krishnamachari: ShJuld 
the question of quorum be raise:d 
now? 

Shri Khadilkar (Khed): Once the 
question is raised, there is no alter-
native but to ring the bell. 

Mr. Speaker: The hon. Minister has 
said that he feels that it is a thin 
House. Shri S. M. Banerjee has 
caught that word. 

Shri T. T. Krislmamachari: 1 am 
sorry for the inadvertency. 

(AmencimeRt) Bill 

Mr. Speaker: Let the bell be rung-

Even after the bell has rung there 
is no quorum. I shall have the bell 
rung for a second time-

Now, there is quorum. The hon. 
Minister can continue. 

Shri T. T. KZm~hari: am 
sorry that I should have made an in-
advertent reference to a thin House. 

Mr. Speaker: Even otherwise, some 
other Member might have raised the 
question. 

Sbri T. T. Krisbnamachari: In my 
experience in the House, this is one of 
the debates that we have had here 
which is completely devoid of any 
hon. Member's criticism for criticism's 
sake, from all points of view. 

The debate was openec\ by Shri 
Dandekar with .a number of very use-
ful suggestions. Though some of the 
remarks made by hon. Members do 
not pertain to this Bill strictly, many 
of the suggestions and criticisms made 
have to be taken note of by Govern-
ment in the various departments con-
cerned. 

What fell from the hon. Member for 
Gonda in regard to certain defects in 
matters in whiCh we are showing a 
lot of zeal, which I believe is praise-
worthy, should be noted. I quite agree 
with him that in promotional activit-
ies in the matter of experts we are 
sometimes cheated. I ha.d mentioned in 
my opening speech today that not only 
do we find out lacuna in the legisla-
tion that we enact here and try to rectify 
them as Government and implement 
the legislation, but the people for 
whom the legislation is intended also 
find loopholes whiClh allow them to 
act freely. And practically every re-
gulation, whether it is big, whether it 
has the support 'Of parliamentary 
sanction or has been devised by ad-
ministrative ingenuity is of the same 
variety. The export promotion activit-
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jL~ an.d export incentives are all in-
tended in good faith to help people to 
be able to export. But it happens that 
the prices ruling locally 00 not permit 
them to make the same amount ot 
profit if they export outside. But 
there is no denying that these are 
being abllSed. to sOlne extent. The 
figures I quoted in regard to what are 
called invisible remittances, particu-
laxly from Malaya, which have been 
dropping systematically almost to the 
lX'int of zero are indicative of the fact 
that people who get export incentives 
are able to get a larger amount of 
monies remitted to this t'IOuntry for 
goods that they sell outside through 
these means. 

It is a known fact that there are 
~gents who go and canvass for pay-
ment of rupees in India for receipt 
<,r pounds or dollars, as the case may 
be. in London, Kuwait and in every 
"ace w here there is an Il'./iian COI1-
gre·gation. And they offer very <'.\-
vOictive terms. I have in fact receivcd 
;,,(ters from Indians in the Peroian 
Gt:Jf and Aden who say that Pakistan 
ofitTs. 

Mr. Speaker: I was going to men-
tiOn it. This was disclosed to me 
when I was in London, recently. 

Shri T. T. Krishnamachari: As a 
r.'atter of fact, when I was there, 
Inciians came to me and told that the 
remittances that are made to India 
are a bout £ 100,000 every week, and 
if we could giVe them something 
more, then they would pass the remit-
tances through us. Unfortunately, we 
ale bound by the code of the IMF. 

Mr. Speaker: Pakistan is not? 

Shri T. T. Krishnamacharl: Pakis-
("n is doing it. I think they are now 
facing the music. They are going to 
be called upon to explain. Naturally, 
tll(· IMF says, 'if you .are paying a 
higher amount of money for gettiag 
sterling, your rupee is overvalued; 
you should devalue'. That is why, 
thOUgh we might probably get about 

(Amendment) Bil! 

Rs. 5-7 crores worth ot foreign. ex-
('hange, we would be leaving our-
,elves open to that charge by the IMF 
if we did so. 

Mr. Speaker: Is it a fact that Pakis-
tan is supplementing those remlt~B 
by 50 per cent? 

Shri T. T. Krisbnamachari: 40--10 
fllr. Even from Kuwait and Aden, I 
have got letters saying that Pakistan 
pays Rs. 20 for every pound. 

Mr. Speaker: Less than that. 

SMi T. T. KriPDUM~: ~
times IS-that comes somewhere be-
twren 46-50. But we are precluded 
from adopting this method merely 
Lecause we happen to be one of the 
S<:11101' members of the IMF, one 01 

the permanent members. 

SMi D. C. Sharma: And good boys. 

Shri T. T. Krishnamaebari: Even i.:l 
regard to these export incentives one 
has to be very careful. If the ineen-
ti\ es are such as amount to dumping 
our goods, the IMF will say: your 
• epee is over valued. We are bound 
by international conventions not to 
t~ke measures which deteat the regu-
.lations. But we know that it is being 
done. 

Mr. Speaker: Is it not possible to 
catch these businessmen or these 
agencies who pay them here in India? 

Shri T. T. Krislmamacl1ari: It is not 
possible. The Chair knows that there 
~(. a number of people in Punjab, in 
the villages who get remittances. It is 
vcry difficult to catch them. Even if 
We -catch them it is difficult to prove. 
Then there is the element of harra.!!-
ment' also. Poor people get remittance. 
from their sons and other relations in 
England, small amounts of Rs. 40 or 
'0. for which they pay £ 2 there. I do 
not wan~ to put the law into motion 
~!1ainst small traders and small people 
as I am afraid that the small people 
would be harassed- While I do .ot at 
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[Shri T. T. KrishnamachariJ 
all interfere with the discretion of t>.e 
Exchange Controller in his operations, 
I have often mentioned to him not to 
takE serious notice of small thing •. 
I happened to know that when I was 
away from Delhi for the sake of an 
error of £ 4 in an invoice, the office 
of " firm was searched. Even that wa, 
not given by them but giVen b v S('me-
bo:iy else but it was a diffe;ence cf 
£4 and the firm abroad wrote and 
said: we have under-charged £4: su 
pay so-and-so. In fact I have issued 
mstructions that in the case of 
amounts of Rs. 50 or Rs. 100, they 
need not take any action, not 
Even send a warning but merely 
draw their attention. If the amount 
is something like Rs. 500, I have 
told them: warn them.. 1£ it is any-
thing more than that, weII go ahead 
with the application of the law. To 
set the law in motion against small 
people may harass them. I have my-
self seen, when I was not in office, 
hOW it is being done. Therefore. while 
I welcome the caution given by the 
hon. Members, I am also apprehensive 
of the fact that if we go into the de-
tails in regard to smaII matters, there 
would be a lot of harassment. 

I can al90 te'll the House that it is 
very difficult for any person that goes 
abroad not to infringe the technicalit-
ies of the law. We give .1 certain 
amount of money and we say: do not 
plll'chase anything. Do you mean that 
I cannot buy a tooth paste and bring 
it baok if it is not fully used. Does 
it mean that I should not purchase 
some hypodermic needles a packet of 
them, and after using only one, bring 
back the other eleven with me? 
Technically, I may be making a 
breach of the law. We shculd frame 
the law in such a way so that people 
may not spend more than 25 per cent 
of the amount given to them. for 
purchases. You give money to them 
for an emergency, for going to a doc-
tor. While in London. for an ailment 
of a small nature, I had to get a 
prescription and one of my medical 
atlvisers told me that he would like 

[Shri T. T. Krishnamal'nari] 
({, take me (0 a doctor. I knew the 
doctOr would charge .about £ 5. But he 
Said: you need not pay the amount 
oul of your pocket because you arc a 
Government official. Well, in my case 
Government wiII pay for it. If it had 
been somebody else. he wiII have to 
pay £ 5. Therefore. some kind of a 
Rexibility has to be put into t.his re-
gulation. But at the 3ame time, it 
can lead to abuses. I have no doubt 
in my mind that out of every ten 
persons going with this form, about 
nVe or six abuse these things. It is a 
thing whiCh we know. But where 
shOUld the line be drawn? I would like 
10 try and say in these regulation, that 
any person that goes abroad could 
spend 25 per cent of the money given 
to him without accounting for it. for 
anything that he likes. I know. and 
th' Chair knows, and we know. that 
you cannot go out without probably 
gi\<jng a tip. Can we say that this is 
not a legitimate expense? But (he law 
can be an ass. I quite recognise it. 
(fnwTTuption). We will try as far as 
possible bv means of rules to sa~v 

"'ha( the 'latitude should be. 

Mr. Speaker: Shri Khadilkar. while 
he was there. wanted a little medicine. 
He was first askpd to get the prescrip-
t IOn of a doctor there; he spent (ha( 
money which was not authorised! 

The Minister of Rehabilitation (Shrr 
Tyagil: The' period out of office has 
made the han. Minister wiser and 
more generous! 

Shri T. T. Krishnamachari: "m 
aware of what the Speaker said just 
now. (fnterTuptian). 

Mr. Speaker: He has actual ex-
perience of all the things. 

Shri T. T. Krishnamachari: am 
(old now-1 did not know we could 
have personal requirements bought 
for Rs. 75. I would like hereafter that 
i1 should be about 25 per cent; if a 
man is permitted to stay a month 
and is given some pounds, he could 
speTld a portion of it for personal re-
quirements. 
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The other pOint that Shri Dandeker 
mentioned was about State trading. 
The original culprit, so far as Stale 
trading is concemed-I am not boast-
ing and I am merely calling a guilt 
to myself-was myself! It was e~n
tially intended, to begin with, for 
purposes of dealing with those coun-
tries whiCh have State trading. There 
i1; no point in asking a trader to deal 
with countries which have State 
trading. Actually, it is to enlarge. But 
I can say this. There was a time un-
doubtedly when my hon. friend Shri 
Dandeker was on this side, when I 
was on the other side. When he was 
" member of the Board of Revenue, 
r had, I think probably come up with 
some criticism of his activities as a 
pnvate Member. But I have unfor-
tunately, over a period of years-not 
.ince I became a Minister-probably 
over a peri~ of about 30 years, pro-
gressively gone towards thinking that 
State regulation is imperative in a 
country like ours. Otherwise, there 
is no chance of giving even a little 
help to the poor people. So, State 
trading has came and has come to 
stay. But I can understand the abuse. 
I know for a fact in regard to trading 
with certain East European countries 
lhat the price offered to us in barter 
looks a little more and often is under-
sold in markets in Hamburg and 
'Irieste. It is not taken to that coun-
trv. We know about it. In fact, at 
o~e time, some east European coun-
tries also shipped to South Airica 
go:.(I" which were meant for them. 
We know about it. But the way to get 
over it is to have a more careful watch 
,.nd to have a better regulation of the 
State trading organisation. But, by and 
larl!e. I should say as a person who 
has rather a critical eye in regard to 
the working of many of the Govern-
men concerns that State trading has 
d'one good. In fact on the one side, 
we have done extraordinarily welL 
Even otherwise it is not so bad. But it 
happens like many Government 
offices; it grows. The cost sometimes 
mounts up. But it is a matter which 
has to be looked into. 

(Amendment) Bill 

One objection that Shri Dandekar 
had Was to section lBA. So far as 
section 18A is concerned, may I tell 
the hon. Member that in my, shall I 
say, PooTvashrama or my previous 
birth, I was a businessman? 

Shri Yashpal Singh (Kairana): 
Porva Janma. 

~hri T. T. Krishnamachari: As an 
Indian businessman, I had to compete 
witl: European-

Shri D. C. Sharma: Which Brigu 
Samhita did you consult? 

Shri T. T. Krishnamachari: It .'1ap-
pened within my memory. I said 
I was an Indian businessman. r felt 
even in those days that if ever we had 
self Government, we should have 
something like section 18A, a sort of 
control over the operation of foreign 
people and their agents. To some 
exten t, in fact, as a person who was 
largely employed in trade and to a 
very small extent, industry, I was 
anti-foreigner in those days. I thought 
they had come here for taking out. 
Though I was doing a lot of business 
with foreigners, though those people' 
who came here, foreigners who 
came here to trade, should not have 
come and it should be left to Indians 
so that I could Jive-wholly a selfish 
idea.. But it had something; I had 
certain knowledge about it. 

Beside, I might assure my hon. 
friend that for one thing, it was this 
section, 18A has no retrospective 
effect; secondly, all that yOU insist is 
YOU should get permission. Permis-
sion has to be given, and there should 
be a sort of, more or less, register 
of such permission given from time 
to time. It should ·be put on a regis-
ter, whether it is done by the Gov-
ernment or the Reserve Bank or by 
the Company Law Administration. I 
happen to know, it is within mv per-
sonal knowledge, that not now. "but 30 
years back, a foreigner can come 
here and do anything, whereas it i,; 
not possible for an Indian to go and 
open an office somewhere else. Not 
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lShri T. T. Krishnamacharil 
only oux OWn regulations ,talli "-' c 
bar to it, but their own regnlatiun 
also stands as a bar to it. 

Much can be done by the foreigners 
coming in. At the present moment, 
for mere services, we pay the forei-
gners a little more than Rs. 5 crores 
a year. I feel it is necessary to have 
a record. You need not absolutely 
prohibit it. Very many are unneces-
sary. My friend Mr. Mukerjee, men-
tioned about various ordinary articles 
of common use, which have a foreign 
name for which we pay a big royalty. 
I am not one of these who beheve 
that oux Indian businessmen should 
not use a branded name. It saves a 
lot of money for them. Their goods 
are well advertised, well-known and 
have to conform to a certain 
quality. At the same time, if you 
are paYing a big royalty to them, it is 
needless. Probably we can spend the 
money here locally in advertising 
rather than pay a big royalty. That 
kind of thing creeps in thOUg:1 i.';~ arc 
putting in a heavy tax on the royaHy 
and mop up quite a large portion of 
it. One thing the Finance Minister is 
definitely against, namely, any royal· 
ty or any other payment free of tax. 
We are against it, unless it be uf a 
nominal nature. We have taken care 
of it, and I quite agree with my friend 
Mr. Mukerjee, that, that rnav be G 

way of money going out. 

Another point he raised, not parti-
cularly related to the Bill, was the 
question of profits by foreign firms, 
and the official books which have 
given these profits. There is an 
element of distortion in this. It 
wou'd be remedied in ree;ard to 
future investments. Now we insist 
on a particular relation between 
equity capital and loan capital. Nor-
mally its is 2: 1. We h~ve relaxed it 
to 2!:1. This kind of thing was not 
tbere before. So much so, one parti-
cular company he mentioncd-r'ire-
stone--in the earl v daysnad only a 
capital of Rs. 20,000. But still they 
&ore remitting Rs, 1 crore every year 
as profits. The real fact is, they are 

working on what was loaned to the 
Indian company by the American 
company and whatever they remitted 
in relation to the capital, it was Ull.-
real. It worked out to probably 
::'40 per cent. Once you add this 240 
per cent in the case of one company to 
others, then it shows probably 13 or 
14 per cent generally. 

I happen to know about it perso-
nally because, w~ intitated a price 
enquiry against these tyre comparues 
in 1954, which was stoutly resisted. 
We went into the details of their work-
ing, I found to my surprise that one 
company with a profit of Rs. 1 crore 
had a capital base of only Rs. 20,000 
so that the profits in relation to the 
capital worked out to 200 per cent or 
mmething like that. That distorts 
the whole figure. It is not as big as 
people make it out to be, because 
very many of these American firms--
even the oil companies-have got a 
low capital and a large amount of 
debt, On which they pay ;ntecest qncl 
on the capital the dividend is high. 
Very possibly OUr dividend tax win 
take care of it now. But it is a dIstor-
tion, which has been remedipd in 
the case of the Firestone Company. 
During the time I was not 1n Govern-
ment, they have somehow managed to 
raise their capital. Whether they 
;.,aid anything by way of tax, 1 de not 
know. But their capital is noW 
fairly big. Their profit in rela~ion 
to the capital is not as much a fan-
tastic percentage as it was originally. 

I will not go into the deta;]s or 
many things mentioned b,' Mr. 
Mukerjee. As I said, they do not 
relate to the particular Bill, but to 
the general poIicv Of Government in 
regard to foreign ·capital. It is a thing 
which is known. It is a question of 
,,.alued judgment whether we should 
have foreign loans or foreign privat<! 
capital. In fact, in some ·cases 
foreign loans carry far more political 
power with them. ForeIgn 10'!.11S are 
all dated loans. It is not as if we get 
a loan from the International Deve-
lopment Association which is an an-
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ncxe of the World Bank, where the 
loan is for a long duration of 40 years 
or 60 years and we pay only a cem-
mittal charge of ~ per cent. That 
kind of joan is all right. The P.L. 
480 loans are also for 40 years. Many 
other loans are dated loans for 8 years, 
9 years and 10 years, and when the 
repayment position comes, natur:tllv 
it is difficult for us; we have to ask 
for extension. 

In regard to foreign investment, 
, .. Yen in the caSe of German invest-
ment, if we nationalise we have to 
pay in three years. Remittances of 
dividends have to be allowed. Uver 
1 he question of liquidation and all 
~hat, if we want to pay it in six years, 
we have the time over which to work 
'lit. If the Government loans money 
:0 you. then there is the governmen-
'al pull. If you have private foreign 
capital. every man who invests his 
money gets an interest in Injia :md 
t herfore he pleads our case. The ad-
'."antage. therefore, according to me, is 
more in favour of foreign private 
capital than governmental loans. It 
may be different in the case of other 
ppople. It is a matter of how you 
:ook at it. I may be merely looking 
,.1 it from the point of view of a 
Finance Minister who has to find the 
money. I can always twist these 
people and see that ~h0y do not gu 
away. Many of them plough their 
money back. Sometimes they find 
that India is safer than taking the 
money to their country becaU!~e some-
1hing may happen in their country: 
1here may be tlhe fear of devaluation 
and so on. To me, as a person who i.~ 
on the saddle. it looks as though 
foreign private capital is a better pro-
position than foreign loans. 

But there is one thing which has tv 
be conceded and which apparently 
£'verybody concedes, that' in regard 
10 the development that we are nn-
visaging, not onlv in the Fourth P1an 
but also in the 'Fifth Plan, we wEI 
Ihave to import foreign capital-be-
cause there is no escape from it--and 
also, perhaps, raw materials fOr our 
industries to some extent, r hope 
we will not have to import food as we 

(Amendment> BiLL 

tare doing now. Therefore We are not 
in a position to be, a sort of, particular 
or fini~ky about this matter. 

! 
Shri Morarka, who is a good student, 
think. this time has not been quit" 

so good for the reason that he has 
undertaken a public responsibility 
and he does not find much time for 
this kind of thing. He raised cer-
tain doubts in regard to drafting. 
do not propose to go into it at length. 
He has referred to the question of 
absence in regard to reference of an 
individual. "Citizens of India outside 
India" are referred to in Soction 1 of 
the Act. He has also mentioned that 
there are conflicts between 18A, w hleh 
is covered by clause 13, and lB. The 
two things are completely different. 
lBA is permissive. What you do is 
that you ask the people to merely re-
gister themselves and gi "e information 
to the Reserve Bank or the proper 
department of government. There 
is no sequence. Even though this 
comes after 18, there is no direct S~· 

quence. This does not follow as a 
consequence of 18. I shalJ have all 
that he has said, examined, but from 
the examination that I have been able 
to make so far it does not seem that 
the drafting is bad. I shall certainly 
have the matter examined if there 
is any need. The Bill itself has gon~ 
through a fair amount of examina-
tion by different bodies, because not 
onlv the Foreign Exchange Control 
Office but also the Economic Affairs 
Department which deals with this as 
also the Law Departmenl have all 
gone Ihrough i I. 

He also asked: Why not reslrict re-
mittances? We cannot. In fact. any 
absolute restriction on remittances 
means we go against the provisions of 
the membership of tihe International 
Monetary Fund. All that we can do 
is to control the remittan~es. rather 
than put ap absolute restriction. 

One point that he made was the 
distinction ·between sections 19A 3nd 
19B that in the case CJf search, certllin 
safeguards have been mentioned while 
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in the case of arrests no safeguards 
are mentioned. Arrests are governed 
by the provisions of the existing law. 
Therfore, no safeguard need be men-
tioned. A person cannot be arrested 
unles you comply with the provisions 
of the existing law. 

Shri Banerjee mentioned certain 
points in regard to maintenance of 
offices abroad. The point about it is 
this. When I say that I have no in-
formation, generally I have the saml" 
information which the han. Member 
who asks the question has, namely, 
that these firms have offices abroad. 
But once I say that I have informa-
tion, I must be able to <ay: what are 
the firms, where are their offices. what 
are they doing, which are the laws 
they are violating and '0 On a I)out 
which I know nothing, unless I call for 
information. Of course, 1'.1e informa-
tion is available with the Heserve 
Bank. We can call for that infor-
mation when we have some informa-
tion about the misdeeds of any parti-
cular firm because then there is some 
relevance to it. Professor Hiren 
Mukerjee also referred to this maiter. 
rt is a good thing that we are sharp 
sometimes. As Shri Ranga ,aid. be-
cause of being sharp I raised my voice. 
The fact really is this. As the Chau' 
very rightly pointed out, we are in a 
very difficult position. Of course. 
han. Members are in a different posi-
tion. Government is not in a position 
to !hazard an opinion about an indivi-
dual or firm unless it is sure of 'its 
facts. I know many people have got 
offices abroad. But where precisely 
they have got it, who are manning it 
how they are transacting, in what 
names, are they purely Indian firms 
or they have foreign partners also, on 
these questions I do not have informa-
tion; I have to call for information. 

There are two things. We are bet· 
ween two stools. Sometimes it is 
necessary for the Indians to) have an 
office abroad so that they can get the 
export business into their hands. We 
have tried to open offices of the State 
Trading Corporation; oftentimes we 

have found it easier to appoint agents 
because STC is subject to taxation in 
many countries and cannot plead dip-
lomatic immunity. So oftentimes 
we ask the private person to get into 
business and open an office abroad. At 
the same time. we know of persons 
who abuse this privilege. keep double 
records and cheat Us of foreign ex-
change, which is far more valu·able 
for the person Who does D,)t hay<, 1t. 
We are watching this matter. The 
whole thing is being watched nnd to 
the extent possible action is being 
taken. 

I know I can hazard a statement 
and I can say so much money is there, 
divided into three classes or categories. 
of Indians. One particular class has 
about Rs. 50 crores or 60 crores. 
That is because of past circumstance,. 
The second class of peo"le hov\.! a 
certain amount of money. The third 
class by controlling the pUl"CllaSfc, has 
acqUired a certain amount of ]none~·. 
I can make a guess of the total o~ it. 

My han. friend, Shri Kamath, is not 
here. He asked me if Indians ha ve 
accounts in Swiss banks. They ar', 
numbered accounts. I know they 
ha\'e it in Swiss banks. But the Swiss 
banks are very clever and they keep 
those accounts as dead secret. Some-
times even Governments keep ac-
counts in Swiss banks. The Spani,h 
Government had some accounts in the 
Swiss banks and when a representa-
tive of the bank went to Spain fOt· a 
sort of check-up and asked for in>-
tructions, they arrested him Ie, get thr 
code numbers of the 3cCOtmts from 
him. Immediately the Swiss banks 
said: We will not send "ny person to 
your country; if you want to <\0 any 
transaction, you come to this COU'1tl y 
and do it. 

We happen to know somethin~ 

about it. But the problem today 
is, we are not in a position to lay our 
hands exactly on the person concern-
ed unles we have all the information. 
unless some information comes to us. 
We know that some persons are es-
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oaping merely ·because legally we 
"annot bring home an offence. Many 
persons have accounts abroad and 
they get remittances fOr vanous 
other purposes. We know it; we 
know it even a little more preclSely. 
But we can do nothing more about it, 
if somebody operates in another place. 
r can also say, maybe, there are one 
or two Government offices, who pre-
fer to encourage purdhases abroad 
than purchases locally for various 
reasons; quite possible. We know it. 
But we cannot lay our hands on those 
persons. This is a thing which would 
exist and all that we could do is 
to mitigate it by vigilance. 

Then, my hon. friend and former 
colleague, Shrimati Tarkeshwari 
Sinha, spoke and somebody said that 
she spoke with authority; but I do 
not think that it has anything to do 
with this particular Bill. 

One reference was made by Proks-
SOr Hiren Mukerjee in regard to 
allotments made by foreign countries 
for power plants not being made use 
of. As a matter of fact, I think. 
against power plants in the Third 
Plan the allotments are of Rs. 381 
crores. out Of which Rs. 334 cron's 
have been committed and Rs. 39 
crores are expected to be committed 
very soon; so that, that covers practi-
cally the whole amount except for 
Rs. 10 crores or Rs. 12 crores. It is 
not as bad as it was because it hap-
pens to be one of my special res-
ponsibilities and I am keeping a care-
ful watch on it. 

I know, Professor Sharma made a 
very useful speech in support of the 
Bill and I am very grateful to him 
for it. So am I grateful to Shri Heda. 
He mentioned the manner in whkh 
various other departments of Govern-
ment work, like the Industries De-
partment or the Commerce Depart-
ment. These have been made note 
of. I am not in a position to answer 
straightaway why there has been de-
lay in the granting Of approval in 
regard to a particular ,natter or in 

regard to granting Of licence to some-
body else. 

One subject which I would like to 
refer to, is a very valuable contribu-
tion to the debate made by my hon. 
friend, Shri Sa$in Chaudhuri. I 
think, he will find 3n echo in me for 
his sentiments. I am speaking purely 
in a personal capacity now. I do 
not want to .commit my Government 
to anything that I say. I have been 
feeling in the same way as he does. 
Whatever hon Members oppositE> 
might say-and· I am grateful to the 
few references made by Shri Hiren 
Mukerjee in that regard today--we 
feel; we haVe a certain amount of 
moral responsibility largely because 
of the heritage, not because of any 
virtue in us. Whatever people might 
say, the word "JawaharJal Nehru" 
makes one shiver slightly. He says 
that he has left us in this position 
with a responsibility and I do feel 
that my colleagues are ·very careful 
in what they do. But, at the same 
time, the amount of power that must 
gather into the hands of Government 
as time goes on which seems to be 
inevitable-no matter what anybody 
says, the responsibility of Govern-
ment t~ look after the welfare of the 
people to the maximum possible ex-
tent cannot ,be evaded; therefore, 
power must sort Of aggregate into 
the hands of Government as time 
goes on--and the check, On that 
power--of course, Parliament is a 
great check, but as I said today, even 
though it was merely a matter of an 
exchange, I feel as a perSOn who has 
been a parliamentarian for a number 
of years that Parliament's <'heck is a 
wholesome one,~ven more so I feel 
that in most of these administrative 
tribunals it should increasingly be 
possible for US to bring in the Sup-
reme Court as· the final arbiter and 
the executive must submit itself to a 
certain amount of discipline. In fact, 
one hon. Member mentioned: Is that 
not injustice, is that not p3litical 
power? Yes, oftentimes I feel; I have 
repented it. The incident that was 
referred to '6y Shri Hiren Mukerjee 
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is about three-fourths right. But 
sometimes you can make a slip-up; it 
is possible. Therefore, increasingly, 
I think, the Question of determina-
tion of matters which have a quasi-
judicial character in them must go 
to the Supreme Court. I feel that 
if the work Of tribunals is reviewed 
or even the appointments are made 
by the committee Of judges of the 
Supreme Court, I think, we will all 
be the better for it. I hope, we will 
be able to take that step progressive-
ly not so much because we :Ire afraid 
of ourselves doing wrong, but you 
never know. After all, human 
beings may do wrong sometimes. You 
might slip up sometimes and the 
judiciary happens to be the ultimate 
repository of all hope. 

So, I think, it is worth while hav-
ing some kind of a judicial review, 
not merely by means Of a person 
going in appeal and waiting for years. 
We know the arrears that exist. in 
Hlgh Courts. So, this should be 
~ kind of a quick summary survey 
like the review Of calendar cases 
w;hich are being maile by the High 
Courts; some kind of supervision in 
regard to adnUnistrative decisions 
should be made. I hOPe Mr. 
Saehindrn Chaudhuri will take the 
initiative to help this Government to 
evolve an administrative law ulti-
mately. I think we need it. As I 
said, hon. Members should not say 
that it is the policy Of the Govern-
ment. My colleagues have not .been 
consulted. I do not commit anyone 
of them to ft. But that is purely my 
personal view and I feel happier and 
safer when we enact legislation of 
this nature which we have to because 
the number of wrong..{\oers is increas-
ing and their ingenuity is increasin~ 

even more in geometrieal progression. 
At the same time, some kind of a 
check has to be there, and the ad-
ministrative competence to deal with 
them. It is very difficult to work in 
this atmosphere. Sometimes money 
power does not act but it does act 
and it can act. Therefore, some kind 
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of a review Of this nature is 
necessary. 

There is one thing more. In th is 
country when we hear so much about 
corruption, most of it, I am afraid. is 
exaggerated. We are, at any rate. 
leaving the judiciary free. We have 
not mentioned about it. We have not 
brought that into the usual talk I 
think some kind Of a judicial review 
must be there. r will suggest to Mr. 
Saehindra Chaudhuri and other 
lawyer Members to think of helping 
the Government, or rather suggesting 
to Government to evolve an adminis-
trative law. I am very grateful for 
their support. 

Mr. Speaker: The question is: 

"That the Bill further to amend 
the Foreign Exchange Regulation 
Act, 1947, be taken into con-
sideration. " 

The motion was adopted. 

Mr. Speaker: Is Mr. Bade goin!~ tt.> 
move his amendment No. I t') cJm:s~ 
2? 

Shri Bade: Yes, Sir. 

I beg to move: 

Page I, line 9,-

after "agencies" illsert-

"and foreign agents". (1) 

The hon. Member, Mr. Morarl" 
said that it will be more awkwa'·ci. 
But I do not feel like that. As th,c 
hon. Minister has said, he wants (0 

plug the loopholes. The agenl'lco 
are not foreign agents. Suppusmg 
there are foreign agents working in 
a company incorporated in India. 
then they will not be included in thi; 
There are many cases like that 
Therefore, I wanted that these forel~n 
agents may also be included. 

Shri Betla: How can Y~")l.J have con-
trol over them? 
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Shri Bade: But they cannot take 
any foreign exchange on our behalf 
and put it in our account. 

Shri T. T. Krishnamacbari: I am 
advised 'by my legal advisers that this 
is not the intention. You can have 
no control over foreign agents. 

Mr. Speaker: I shall now put 
amendment No. 1 to the vote of the 
House. 

Amendment No. I was 
negatived. 

put 

Mr. Speaker: The question is: 

and 

"That claUSe 2 stand part of 
the Bill." 

The moti01t was adopted. 

Clause 2 was added to the Bill. 

Mr. Speaker: The question is: 

"That clauses 3 and 4 stand 
part of the Bill." 

The motion was adopted. 

Clauses 3 and 4 were added to the 
Bilt. 

Clan,.., 5-(Amendment of section 4}. 

Shri Bade: Sir, I oppose this clause 
5. I submitted some amendments 
but they were not admitted by you. 
This is what it says: 

"In section 4 of the principal 
Act, in sub-section (1), for the 
words "buy or borrow from", the 
words ''buy or otherwise acquire 
or borrow from" and for the 
words "sell or lend to", the words 
"sell or otherwise transfer or 
lend to" shall be substituted." 

What is the meaning of words "buy 
or otherwise acauire or ':lorrow 
ftom."? 

Dr. M. S. Aney: On a point of order. 
After the amendments have been re-
jected by you, can thev be debated 
again in the House? -

Mr. Sl,peaker: He can OPPOSe the 
clause. 

(Amendment) Bill 
Shri Nambiar: While opposing this 

clause, he is making these remarks. 

Shri Bade: Then, what is the mean-
ing of the words "sell Or otherwise 
transfer"? Sir, there was one case 
in the Calcutta High Court, that 1S, 
1964 Calcutta 418. This is what they 
have said: . 

"This is a very sweeping res-
triction and it is interesting to 
recall the words of Lord Goddard 
C. J. in Pickett v. Fesq (1949) 2 
All E R 705 .... 

The judgment says: 
"It may not generally be known 

how rigid and far-reaching are the 
provisions of the Exchange Con-
trol Act, 1947. It has been 
POinted out by high authority 
that if a perSOn plays a game of 
cards in this country with a 
perSOn who does not live III one 
of the scheduled territOlieS---29 
for instance, an American-ana 
at the end of the game he hands 
in five shillings which he has lost 
to him, he is really committing 
an offence. I do not suppose that 
in these circumstances anybody 
would say that a serii)US offence 
has been committed or that thore 
would be likely to be a prosecu-
tion but the Act is wide enough 
to cover such a case." 

The words Ibuy or otherwise acquire 
or otherwise transfer' may mean that 
even if in a game of cards a person 
loses and another takes the forei"n 
exchange, that other person would 
come within the mischief of the 
term 'otherwise acatfire'. I feel that 
the wording in this clause is some-
what loose. TPe hon. Minister ha~ 

said that this is intended in those 
cases where the foreign '!xchange has 
passed through so many hands, 2nd 
to cover such cases, this particu lRr 
section has been worded like this. 
But I think Government have not 
found any proper wording for it. ana, 
therefore. they have used these WOl'ds 
'otherwise aCQuire' and so on. The 
terms 'or otherwise acauire' and '01' 
otherwise transfer' would :nean some-
thing which is very wide. 
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Mr. Speaker: The hon. Member has 
also used the term 'otherwise'. 

Shri T. T. Krlshnamachari: In the 
course of our experience it has been 
found that the terminology used in 
sectiOn 4(1) which the hon. Member 
has read does not cover all possible 
methods by which foreign exchange 
can ,be acquired. For instance, if a 
person earns foreign exchange as a 
gift or as a donation, how will the 
hon. Member find a plaCe for it? 
Even though the courts might in ~ 
particular caSe say that the term 
'otherwise' is rather vague, how else 
can we provide for such cases? Cases 
of gift, donation or benefit in a trust 
etc., are the niain things which have 
to ·be included, and this is what this 
particular provision really means. 

Mr. Speaker: The question is: 

"That clause 5 stand part of 
the Bill". 

The motion was adopted. 

Clause 5 was added to the Bill. 

Cluuse 6 to 24. clause 1, the Enacting 
Formula and the Title were added to 

the Bill. 

Shri T. T. Krishnamachari: I Leg 
to move: 

"That the Bill be passed". 

Mr. S)leaker: The que3tiofl is: 

"Tha t the Bill be passed". 

The motion was adopted. 

16.47 hrs. 

INDIAN TRADE UNIONS (AMEND-
MENT) BILL 

The Minister of Labour and Em-
ployment (Sh.'i D. S~njlvayya): I beg 
to move: 

"That the Bill further to amend 
the Indian Trade Unions Act, 
1926, as passed by Rajya Sabha, 
be taken into consideration.". 

Trade Unions (Amendment) 32 56 
Bill 

This is a very small Bill. The 
Indian Trade Unions Act, 1926 pro-
vides for. the registration of trade 
unions and in certain respects defines 
the rights and liabilities of the regis-
tered trade unions. Under section 4 
of the Act, any seven or more p ~r
song of a trade union can form theni-
selves into an association and ask tor 
registration under the Trade Unions 
Act but the provisions of the Act do 
not debar any convicted persons, es-
pecially thOSe who are convicted of 
offices involving moral turpitude. 

This was brought to the notice by 
one State Government, and they felt 
really ,mnoyed that persons convict-
~d of offences involving moral turpi-
tude began to represent several trade 
unions in various courts under the 
Workmen's Compensation Act, autho-
rities under the payment of wages and 
other Allied Acts. So, this am-
endment was placed before the 
Standing Labour Committee at 
its 21st session held in Delhi 
on 27th December. 1963. The commit-
tee agreed that an amendment to the 
Indian Trade Unions Act might he 
proposed to debar such persons from 
becoming even members, but Go,":-
ernment later on considered that It 
might not be desirable to debar such 
persons from becomin2 ordinary 
members of the trade unions. but it 
would be sufficient if we debarred 
them from becoming office bearers pr 
members of the ex~utive committee 
of such trade unions. 

So, accordingly, this amendment i< 
proposed. Taking advantage of thiS. 
we have proposed one or two other 
amendments. They are very innocu-
ous. For instance, the term 'Offi~er 
of a trade union' is used in the Indum 
Trade Unions Act. We want to re-
place this term by the term 'office-
bearer'. 

The other one relates to the sub-
mission of accounts. At present Trade 
union returns are to be submitted by 
the end of 31st March every year. But 
most of the labour statistics corres-
pond to the calendar year, i.e. 1st 
January to 31st December. So we 
thought it would be desirable to am-
end the Indian Trade Unions Act so 




