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SHRI S. S. DAS: My second ques-
tion is this: there are many persons 
whose houses have been completely 
washed away. So. does the Minister 
feel that the amount of Rs. 500/- (and 
that. also, not as a grant but as a loan 
repayable in 24 instalme:lts) is too 
meagre, considering the damages suf-
fered by the persons affected! 

SHRI H. M. PATEL: So far as the 
Central Government is concerned, 
they have passed these orders in res-
])eet of Cen1lral Government emp-
loyees: For the rest. whatever relief 
is given by the State Government to 
those who have suffered from floods, 
that same relief as is available to 
ordinary citizens, is available to Go. 
vernment servants also. 

SHRI S. S. DAS: My point is: 

MR. SPEAKER: What he says is 
that. in addition to this Rs. 500/- they 
will also get the same assistance as 
everybody else, who has suffered. This 
will be an extra amount. 

lit' mlf' 1m'R ~ m.~ "it 
tt W1f~ lfT~ 1"ll ~ ~I"I"IT ~ ~ f::r. f3A" 
~ 'fiT trTl ...,. ~-;ft" it 1flN;; 
~ tr!fT ~, <rfT ~ 'fiT ~ 
~ i¢T ~o ~ ? ~ m ~ ~ f~.:r 
ftpff it ~ trTl ~ ~, ~ tim 'fiT 'qr 
~ ~~ ~r ~ w~ ~ ~ <til~r 
~ ~ Of><:lo ~ ~ ~ 'fiT 

1ft f'AHrr ~T, ~~ ~lffiT ~r \iff ~r 
~ ? 

SHRI H. M. PATEL: First of al1. this 
question relates only to Government 
servants, while this particular sup-
plementary question covers a wider 
field. But I can say that, So far as 
this is concerned, it is for the State 
Government to declare which areas 
are affected by floods and, thereafter, 
it is for the State Government to take 
appropriate actiOn for giving relief. 
The Central Government assists the 
State Government in order to enable 
them to glve adequate relief. 

PROF. DILIP CHAKRAVARTY: I 
would like to know from the Hon. 
Minister the quantum of assistance 
that would be available to those 
persons having last their hearth 
and home in West Bengal. Has he 
considered the fact that West Bengal 
has experienced three successive 
floods in the courSe of two months and 
the requirements, in their case, would 
be much more than the meagre 
Rs. 500? 

SHRI H. M. PATEL: I would like 
to say that. undoubtedly, West Bengal 
has had three successive floods and, 
therefore, the suffering there might 
have been greater. But, as I have eX-
plained. the scheme of things is that, 
so far as the Central Govermr..ent em-
ployees are concerned. the relief given 
is as I have stated in my reply, viz. an 
advance of Rs. 500/- Or three months' 
pay. whichever is less. recoverable in 
not more than 24 monthly instal-
ments. In addition to this. the State 
Government would have taken care of 
thoSe affected by floods. Whatever 
relief the State Government consider-
ed necessary fOr ordinary citizen!'; 
would also have been avilable to such 
Government employee!'; as might have 
been affected by the floods. 

MR. SPEAKER: Next question. 
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(~) ~~ ~r at ~l:: "liT fcrarl:: 
~~ 

~croT ll':'tfi .f.r ~a- qtif Cfi ~ a"li m:t 
if. f~Q; ,n: OfiT~T rn 'liT ~ ? 

THE MLNISTEH OF FINANCE 
(SHRI H. M. PATEL): Question No. 

·82 (a) The Hon'ble Members .. / .... 

'" t;f;r ~Qfl:: f~ : ~f~ f~~i ;f 
r$ (fr ~ ~ar;fr If ;jfCffif ~ ~ I 

~r 'VfT ~mr 

'" t{'fo ~"o qZ\iil' : it f~!~;:nifr 
it ;;r~ror ~1 ~ ~lIcfT I mq ~T ~f;;'<f I 

'" .~ ~Qft f~: it ~H'1T ~ 
~~~r ~3f~ril"~.:r ~ ~rq-~T W111Ff 

~T11T I ~ "'!~ lfT~li ~ 

THE MINISTER OF FINANCE 
SHRI H. M. PATEL: (a) The Hon'bJe 
Members have perhaps in view the 
press report about a price of Rs. 1100/-
per 10 grams in Dhanbad. Dhanbad 
is not a major centre for gold transac-
tions. The highest price so far record-
ed was Rs. 960 per 10 grams on 
17th October 1978 in Bombay, which is 
the main centre for gold. The rise in 
domestic price of gold would appear 
to be dUe to the sharp increase in the 
international prices of gold in recent 
months. The pressure of annual festi-
val demand usual in India in the 
months of October/November could 
also have accentuated to this rising 
trend, apart from purely speculative 
activities. The price of gold came 
down subsequently and it was quoted 
around Rs. 810 per 10 grams in 
Bombay on 24th October, 1978. 

(b) No, Sir. The sale of gold by the 
Government had nothing to do with 
the recent rise in the domestic price of 
gold. On the other hand the gold 
sales, should if at all, have played a 
role in moderating the rise in price of 
gold. 

(C) It may be stated at the outset 
that at no time Government visualis-

ed that through sale of limited quan-' 
tities of gold from its stocks, th'e do-
mestic price of gold could be' brought 
down. Gold prices in India have. al-
ways had a tendency to rise or fall 
alongwith International price. Sale 
of gold by auction was introduced by 
the Government on an experimental 
basis as an economic measures design-
ed to supplement other anti-smuggling 
measures. It was also intended inci-
dentally to mitigate the expansionary 
impact of the budgetary deficit. 

In view of the bullish trend in the 
international and domestic markets 
and the unsettled nature Of the gold 
markets in India and due to the play 
of speculative activities, the Govern-
ment has directed the Reserve Bank 
of India on 26-10-78 to suspend further 
auctions of gold, A Committee has 
been appointed under the Chairman-
ship of the Governor, R.B.I to review 
gold policy in all its aspects and make 
appropriate recommendations. 
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MR. SPEAKER: You are, asking a 
dozen questions in one question, Yot 
cannot ask so many questions. 

(Interruptions) 

-t .. m fttt : \ifGf ~ it 
m \tiT-'if1"IJI' 20 ~ 'tiT ~ ~..,. 
~ "fror it 7 0 '5ff~Ii'f \ti) Go{ ~ ~ ~ 
~, i·f.l; ~ ~ fit; ~T1A' lfil 
~ ~ fi:ro: ~ ~ 'tiTi'!'rr 'tiT f.rqTor 

" 
~ ~ ~, eft \ifGf 70 ~ "fTCf ~ 
~ eft ~ 'ilT ~T ~r ~, eft 
{ij' Uurr ~ ~ 'fiT ~ f1roJm~ 
f"f.11T ? 

SHRI H. M. PATEL: The hon. 
Member has asked a whole bundle 
of questions. I will endeavour to 
answer them. I am sorry, my expres-
sion 'bundle' is not a Hindi word. 
It is an English word and it means 
that the hon. Member has put several 
questions together in one question I 
would like to explain to the hon. 
Member that in the month Of May 
when the gold auction was start. 
ed, the price of gold in Bombay as per 
10 grams was Rs 697.78. On that day, 
the price of gold in London was 
US S Per Troy oz. 176.78. The diffe-
rence was 145.74. 

(Interruptions) •• 

MR. SPEAKER: Do not record. 

SHRI H. M. PATEL: I am answer-
ing the questions put by Shri Chandra 
Shekhar Singh. The hon. member 
asked in what way was the interna-
tional price related to indigenous price 
which resulted in curbing the smug-
gling. I am trying to point out-he 
saic1 there was a wider gap and, 
therefore. in fact smuggling should 
have increased. I am giving these 
figures to point out what actually hap-
pened. 

In June the Indian price was 
Rs. 686.95 per 10 gms. International 
price was Us $1.84.11 per Troy. oz. ------...,.....------ ...... _---_._-----

"Not recorded. 
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'l;be gap was reduced ~om 145 to 110. 
In JulJr it was Us,. 679 Per 10'g.InS. in 
India and the internatiomil price was 
US $188 per Troy oz. The gap was re-
duced to' Rs. 79.48 per 18 gms. In 
August the Bombay price was Rs. 727 
per 10 gms. The Indian price went 
up. 'I'he international price went up 
to US $206 per Troy oz. From 188 it 
went up to 206 but the gap still came 
down to 77 from 79. 

In September, as the trend of inter-
national price continued to go up, this 
was the result--

The Indian price was Rs. 761 per 
10 gms., the international price be-
came 212 and the gap widened to 
109.99. 

I am trying to point out how the 
prices went. 

I am answering the questions that 
were put to me by the hon. Member. 
r am not answering any other ques-
tion. 

MR. SPEAKER: You can kindly 
ignore other interruptions. 

SHRl H. M. PATEL: The h'On. 
member said that this was sold to a 
few individuals. I would like to point 
out to him that this was sold to a 
large number of people. The number 
of successful bidders during these auc-
tions-Maharashtra 3512, Tamil Nadu 
1702, Gujarat 986, Andhra Pradesh 
611, Panjab 389, Karnataka 324 West 
Bengal 229, Delhi 239. ' 

IIfl' ~: 73'T'n: sr~ lJI'n: ~ <tl' 
W~~~t ? 

SHRI H. M. PATEL: Hon. mem-
bers should know that gold will be 
sold where there is a gold market. 

From Uttar PradlE!Sh, if he wants to 
know, there were 98 bidders. The 
total number of valid bids received 
in the auctions just now we had one 
auction were 15143. Total number 

of bids accepted--8567 To say that 
ably a few individuais participated, 
is somewhat an ex~kgeration. 

Let me also say that. the total 
quantity of gold which we have sold 
through all these auctions is a little 
over 12 tonnes. Our total stock of gold, 
what we had when we started the 
auction was about 82 tonnes. We 
ha ve now 70 tonnes. I am referring 
to Government stock, not the Reserve 
Bank reserve. That is separate. That 
is untouched. 

Look at the quantity which has 
been sold through these auctions. If 
one imagines that when in the coun-
try there is the quantity' of gold esti-
mated to be several thousand tonnes, 
the sale of 12 tonnes over 12 auctions 
when each time what has been sold 
is about a tonne or a little over a 
tonne, that would bring down prices 
in a spectacular way is not correct. 
But the point that has to be realised 
is-in fact it had an effect until the 
international prices started going up 
steeply, the prices were actually com-
ing down when the international 
price started rising very steeply, then 
the speculative forces seemed to have 
come in and the Indian prices were 
pushed up from Rs. 700 and odd to 
Rs. 900 something. We felt that if 
speculative forces were going to have 
a play. then we shall have to consider. 

These persons who bids were ac-
cepted, were gold dealers. They can 
sell gold to other goldsmiths or make 
ornaments themselves. We banned 
dealer to dealer transacti'on. (Inter-
rUptions). 

MR. SPEAKER: 
other questions. 

Don't answer 

SHRI H. M. PATEL: Threfore, to 
think that this was encouraging 
smuggling, etc. was really difficult to 
understand. 

Finally. I would say that what 
these gold dealers did with the gold 
had been checked by searches that 
were carried out. Their books had 
been examined. Therefore, the fealing 
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. that these dealers got away with 
the gold is not quite correct. 

"" .... 1.( fq : 1ft ~ ~ 
ar;r~r~~~~I~~~ 
Jff; crfdFm qR ~ 'r, ~ ~~ 

orff q'11IT I if;t ~ 1I"T ~ V{T f'fi 'ilfT 
~ if ~'fiT ~ ~ gm ?IT 

~ Fro tni 1ft ~ 'fiT ~ '1r f'fi 
~~ Uu'f ~ro 'fiT f1n:q~ f;p;.ft 
gf? ~ it ~m 'tiT lfirf ~~ '1ir 
crrlfT I 

MR. SPEAKER: That does not arise 
from the question at all. 

"" .... 1. ( me:: ~'fr;p.f"9'Vf ~ 
~n~ I 

MR. SPEAKER: Please go to 
second supplementary. 

-tt ... tiiW( ~: ~;JfT;r 9;ftf.r 
\iA'~ it \1 .. ('1 UGi"14 cthmT \IR 11'r«r ~T 
cin«ff ~ m if m~;Jf ~ ~ ir 
~ fi>lfT I ~ W ~ 'tiT ;Jf~Tq ~ 
f.f; ~q ~ ~ ~ ?IT f.f; ('1"f;; ~ 

fft 1!"rof it \ITlfGwfT ¢ \Ih: ~ ~ 
\lifQ"'1 it crr:ROrT ~, ~ <rn: 
1!.~ ;JfTi'fT ?IT fii ~ ~T 
1!"rof 11ft' ro ~ erR cr~ 'fiT 
Cflfi ~? m~ it ~ 11"~ if co. ... 

~r ~~~ ~ it~'fiT~ 
it I ~~ 130~1t~ ~~ 150 

~l m it. 1I"TCf ~ ~ 'i~ ~ 'f{T;r if 
iR~~~~~~~ 
if;W(fif 361 ~lr ~ ~f I 205lftr-

VI'Q fft "Ira <it{r4 il'ntn: it m ~ '"" 
~ t ~ .70 srftnr(f 1I"rofrq-~ 
if ~ CfIT 1I"TCf ~ t I ~o-rr ~ ~1 
~~ ;r liif ~ f~ t f'fi f.mr ~ 
mr viliq I ~ Q1:'CIi mr ffl ctr 
;ftfu ~ ,~ ~ ,~ I~ ~ mr 
~~ <J>f 11'T CfITlT ::qqr ~,t I 

MR. SPEAKER: Please put the 
question. You are making a speech. 

••.•• 1.( "" : iro 1Jt1r ~ 
~ ~ f.f; \iI'ir ~ if 1 0 qT'f" m <r.T 
~ ~ .mrr~ i; 579 V{T fft ~ if 
940 ~ ~ lR:ffi if 983 ~ ?IT I 

~rn if 404 ~ ~ ~ if ~'" 
~ I 7 cq~ ~i~ f~, ~"{ 
~g ifI1-~ <J>T ~('1" ~ ~T"f" fuu;t 
it ;;mr, It ~ orffi 11'T ~r ;:rif Wi. ir 
w ~ ~ ;:fT~P1T ~Ift; ij- ~ ~r 
;;flU: f.f; ~ CfIT itrrT ~'if if\"{ it. <J»f ~T 
tn11m ~ ~1 gm I ~ 1I"T ~ ~ 
~'1T f'fi ~ ~ qm~~1I"T~ 
~ f.t;'ln" ;;rr~, ~cr.;:r ~ ~ 'tiT ~ 

'1T ~ ~ CfIT CfiTl1 ;:rif gm I fft <m 
~ ~ it ~T ~')fd" ~ if\"{ ~T ~ 
'1'1"1: liif ~')fd" iflIT ~'" I {im:i ~ tm if ~ 
if41f.r. ~ ~r fft CfI1{ ~IG ~ 
~nrr I ~~T '1T 100~P; ~ ~ ,. 
~ ~ ~ I .. ,. (am'A) 
. , .. ~ ~aTIflGr 'i91c:nn ~~? ff." 

iflIT ~t ~TI1 ~ ~ ~RT m iffr ~>iii-;jj(f 
~ ~r.r ~~i ora ~T ~;f 'tiT CfiTl1 

f<ffl ~T iT <J>T ~ ~ gm ~ 4T ~t ? 

~T ~ ~ ~ f.f; ~ mi't if; 
W(ff.~ 1I"TCf if 20 'Sfffi!1T"f ",<r r~ 
~ q;;r iflIT ~ if m~ if; \TTCf if ~ 
~ it. oqrq if 70 Si ffflm ,,:)- flruqc 
~.~~T~iflfT~, ~it, ~m 
'fiT ~T ~m ~~m ~ m 'fiT 
12m, 1 3 ~1llT 1 5 ~1 CfIT 1I"TCf rn CfIT 
RiTR t ? 

SHRI H. M. PATEL: Sir, my ans-
wer to the first question is 'No'. There 
is no question of this gold having 
gone into the hands only of ejaredar~ 

SHRI HARIKESH BAHADUR: 
Only ejaredar. 
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SHRI H. M. PATEL: He said 'only'. 
It is quite incorrect, it is entirely 
incorrect-I say, absolutely incorrect. 
I will explain why it is so. The se-
cond question that he put is about 
international prices. I have shown 
that earlier when the international 
prices were rising in a moderate way, 
ours also went up, but the gap nar-
rowed and that was the object be-
cause when once the gap gets narrow-
ed, then the incentive to smugglers 
gets reduced. But later. when the 
international prices rose very steeply, 
thcn it seems certain speculative 
forces also entered and the price in 
India rose even more steeply than 
the international price. At that stage 
the gap betwe€n the international 
price and the indigenous price in-
creased. which meant really that if 
it had gon on further, the smug-
glers' incentive would have been in-
creased. but we consider that this was 
entirely a freak rise. As you see. 
as soon as this has been stopped, the 
prices have begun to come down in 
a more reasonable way. The market 
is behaving more reasonably. the 
speculative forces are less in action 
today, but they are still in action. 

SHRI C. N. VISVANATHAN: Sir. 
the hon. Minister said in his reply 
regarding the gold policy that the ac-
counts and the stocks of the big 
dealers are being checkerl and will 
continue to be checked making use 
of the powers under the Gold Con-
trol Act. This is the reply by the 
hon. Minister on 16th November 1978 
regarding the gold policy. I want to 
know whether the hon. Minister will 
tell this House how many accounts 
of the persons have been checked and 
who are the persons. Can you clearly 
state before this House how much 
quantity :of gold had been seized after 
checking the accounts and who are 
the persons involved?' 

SImI H. M. PATEL: I cannot say 
the exact number of accounts that 
have been examined, but a very large 
number of accounts havp. be€n exa-
mined. . There is no question of gold 

being seize<J because what action has 
to be taken will be taken followlbg· 
this: examination. When was this 
examination? This examination began 
when the prices started rising. There 
has been a check to see that dealers 
do not misuse this gold that has beeR. 
purchased by them. 

SHRI R. L. KUREEL: I want to 
know whelher it is true that due to 
this policy of gold black-money has 
been converted into white money. 

SHRI H. M. PATEL: There can be 
no question of black-money being 
converted into white money through 
this because the gold is sold only to 
dealers whu are subject to the Gold 
Control Regulations and who have to 
maintain their accounts and every sale 
to the dealers is reported also to the 
income-tax organisation so that they 
will check how much profit they made. 
So there is a complete check and it 
cannot be by any other means except 
by the proper transactions. 

SHRI K. P. UNNIKRISHNAN: The 
hon. Minister having admitted that 
the speculative forces have been ac-
tive. has any report reached him 
through any letter or has any infor-
mation reached him throu~h Govern-
ment channels that the syndicate has 
been operating? If so, what are the 
names of those persons? 

SHRI H. M. PATEL: I have receiv-
ed no information, but I haVe read 
also in the newspapers that syndicates 
have been formed. But there can be 
no question of syndicates having been 
formed because there are rules made. 
No one could bid more than a certain 
quantity. 

SHRI K. P.., UNNIKRISHNAN ~ Syn-
dicate means' mOre than one .(I'FI.ter~ 
ruptions) . 

SHRI H.M. PATEL: All these 'bid..:.. 
ders are -registered .. They haVe to 
submit their accounts. to the Gold 
Controller, they must keep their 9"-
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counts open. What they did with this 
we would immediately come to know. 

(I nterru ptions) 

SHRI K. P. UNNIKRISHNAN: 
Have they combined? 

SHRI H. M. PATEL: No (Inter-
ruptions) . 

SHRI K. P. UNNIKRISHNAN: He 
has said that he has got reports. 

MR. SPEAKER· No. He has said 
that he read so~e press reports and 
he also said that it was not correct. 

SHRI H. M. PATEL: There is noth· 
ing to prevent people from exercising 
their imagination 1 am giving the 
:facts. the facts are .... 

SHRt K. GOPAL: What facts? 

SHRI H. M. PATEL: If my hon. 
friends wish to ignore facts, I have 
nothing to say. I would rather 
stick to facts. These are the facts. 
No one can buy more than a certain 
quantity and that quantity has been 
reduced to two kg. per person towards 
the end. Though it started at five 
kg., it was reduced very soon after 
the third or fourth auction to 2-1/2 
kg. and now towards the end it was 
2 kg. These are only registered 
dealers as I said and they are dealers 
from all over the country. 

DIscussions with President of Inter-
D'ltiOIl2I Bank for Re-construcUoD 

anlt Development 

+ 
·83. PROF P. G. MAVALANKAR: 

, : " . 
SHRI M. KALYANA-

SUNDARAM: 

-Mll the Minister of FINANCE 
be i'1eased to st'ate: 

(a) whether Mr. Robert McNamara, 
PreSill"ent of th~ Inteb8Uonal i3ank 
for Recolisthiction 'atld Development 
rece'ntly vl~ted Iftdfa; 
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(b) if so, the purpose of his visit 
arid whether he was accompanied by 
any experts and officials; 

(c) the places he visited,. the penrons 
he met and the topics he discussed 
while on tour in the country; 

(d) broad indication of the subjects 
discussed by the Minister and other 
Governmental leaders with the visit-
ing dignitary; and 

(e) overall reaction 
shown by the visiting 
gue:.'"t and his team? 

and response 
distinguished 

THE MINISTER OF FINANCE 
(SHRt H. M. PATEL): (a) Yes, Sir. 

(b) to (e). A statement is laid on 
the Table o'f the House. 

statement 

Mr. Robert McNamara, President of 
the International Bank for Recon-
struction and Development visited 
India from October 1 to October, 12, 
1978. The first part of his stay in 
India was in connection with the meet-
ing of the Board of Trustees of the 
Ford Foundation. His official visit. in 
response to the invitation of the Min· 
ister of Finance, commenced from 
October 9, 1978. Among others. he 
was accompanied by Mr. David Hop-
per, Vice President (South Asia) and 
Mr. William Clark, Vice-President 
(External Relations). 

During his stay in Delhi, Mr. Robert 
MeN amara called on the President, 
Prime Minister Unidn Minister! of 
Ihdustry, C'om~erce, Civil Supplies 
and Cooperattort, Petroleum, nrtili;;. 
sers and Chemicali. Agriculture and 
Irtlkatlon und ri~c~ aha Deputy 
ChlirrrfarJ, ~nDlI\g C()mmfssibn. Mr. 
McNamara all10 lQl! 'a CilVcd!$lon with 
the representatives Of the Federation 
of Indian Chambers of Commerce and 
Indust'ry. During all these meetings 
Mr. McNamara was informed about 
our Plan priorities and Plan strate-
gies, measures contemplated by· the 




