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va1s of visiton to these places at the time 
of the Asiad Games and certainly they 
will be looked after in these places as we 

look after all the tourists in the country. 

Scarcity of hard currency 

*125. PROF. MAD HU 

VATE: Will the Minister of 

be pleased to state; 

DANDA-

FINANCE 

(a) whether the attention or Gov-

ernnient has heen drnwn to the ncws-
item under the caption '·Acute scarcity 
of ~  currency in the Delhi Edition 

of the 'Times of India" of 4 hli1c., 1982: 

( h) if so, whether it is a fact that. as 
mentioned in the news-item, due 10 the 

~  spurt in the smuggling of gold <llld 

other commodities into India. commer-
cial banks and other foreign exchange 

dealers in the country arc now faced 
with an acute scarcity of hard currency 

notes ar.d that particularly US dollars in 
cash have gone underground; and 

( c) if so, what steps are being taken 
to prevent this acute scarcity of hard 
currency? 

THE MINISTER OF FINANCE 
(SHRI PRANAB MUKHERJEE): (a) 
Yes, Sir. 

( h) e~e e Bank of India have re· 
ported that they have not received any 
complaint about shortage of foreign cur-

rency notes either from the travelling 
public or from authorised dealers!money 

changers. 

( c) Does not arise. 

PROF. MAOHU DANDAVATE: It 
seems to be a very cursory reply. First 

I wou1<l request the hon. Minister, before 
putting my supplementaries, to request 
the Reserve Bank authorities to check 

up their statistics and records and find 

out whether the report sent by them is 

correct because in reply tO part (a) Of 
my question, he has said 'Yes. Sir'; that 

means, they have already seen the report 

that has appeared in the Times o] 1 ndia 
of 4th. June, 198'.t. There hl!P! been an 
elaborate report in the Times of India of 

4th June under the heading 'Acute scar-
city of hard currency'. Here the hon. 

Minister claims that the Reserve Bank 
has not received any complaints. I do· 

not know whether those who arc suffer-

ing from these difficulties have scnl their 

letters of complaints to the Reserve Bank 
authorities or whether they have pre-
fcrre.d to talk directly to the pre1;:...; r;ar-· 

rating their complaint...;. If you have 

carefully gone through the repun --.. and 

you have admitted that yon have gone 

lhroug the. report--J \VlHild ~ to know 

whether il is not· true that quite a good 

number of banking circles have already 
claimed that there is squeeze on the 

supply cf foreign currency and they 
have atlrihutnl this to the hectic 

purchase on a big scale hy the agents of 

smugglers who han: been ~g g gold 

and other commodities including tlrugs. 

Not only ~ hanking circles but. it a~ 

been reported in this very despatch. the 
Central Department of Revenue sources 

also have  indicated that there is an in-
crease in the incidence of srimggling in 

the recent past that has resufted in the 
payment crisis and as a result of that 
there is a jump in the demand for cash 

dollars and the Government is not abJe 

to meet the requirements of those who 
come forth with the demand for more 

and more foreign exchange. They have 
given the .figures and I would like to 
know from the hon. Minister whether 

that is correct. The smuggling has 

increased and it is found that even when 
the demaqd is to the tune of 500 dollars, 

these agencies have not been able to-

meet the requirement. If this report 

which I have placed before you is cor-
rect. in that case, how is it that you say 

that the Reserve Bank has indicated that 
there have been no complaints at all? 

SHRJ PRANAB MUKHERJEE: In 
fact. when we saw the report of the 

Times of India of 4th June. 1982. we 

drew the attention of the Reserve Bank 

to it and asked them to give us their 

comments. The Reserve Bank said that 

they had not received any complaints. 
and they had also checked up from cer-
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tain offices, particularly in Bombay, and 

from certain important dealers. As the 

hon. · Member knows, there are 68 dea-

lers and all over the country more than 
9,980 branches are operating who are 
dealing with foreign exchange in various 

categories. I do not rule out the possi-

bility that in some branches sometimes 
there may he some shortage and they 

have to get it from their controlling 

agencies. 'J"here are various categories 

of the branches. Certain branches have 

their limitation, they have their limit; 

they are entitled to handle a particular 

quantity. Therefore. sometimes periodi-

cal shortages may be there, but the short-
age· is not of that magnitude as has been 

pointed out by the press report. That 
is why 'fv'e enquired from the Rc"erve 

Bank as to what were their comments 
in that respect. 

In regard to the second part of the 

question about smuggling, I myself have 

~ e  on the floor of the House that 

_gold smuggling is increasing mainly be-

cause of the price difference. In fact, 

in 1981, the total seizure of gold was 151 
kgs. and in the last five months, from Jan-
uary to May, ;t '1.as gone up to 558 kgs. 
·because the price difference today is this: 

ten grams of gold in the Indian market 

arc sold at Rs 1600 whereas the inter-
national price is Rs 960. In fact, in 
the Conference of the Collectors of Cus-

toms. I had to emphasize on taking 

strong measures to prevent smuggling. 

l can take the cue from the hon . Mem· 

her and instruct my revenue in'telHgence 

1o find out-it may be, there is some link. 

age-whether there. is any linkage in it, 

but just at this time it is not possible for 

me to comment on it whether, because 
of this particular fact, there has been 

'Shortage. After all, they have ~ pro-

duce the documents. When there people 

are goi Ilg to dea1 with them, they have 
·to deal with legal valid foreign exchange 

documents. After al] smugg1ers do not 

deal. with legal documents. But anyway 
1 will ~a e a fresh look into that aspect 
of tht:' problem. · 

)~ MADHU DANDAVATE: 

~ e F. asl my second supplementary, 

J seek a clarification about the reply to 
my first supplementary. I would like to 
point out the specific source in this re-

port which has stated that the Managing 

Director of a leading foreign exchange 

dealing firm has stated that the usual 

stocks that they used to maintain are 

equivalent to about 4 to 5 days and that 

even that they have not been able to 

maintain at all. He has also quantified 
the problem. The Minister has assured 
that he wi]J go into all the records and 
find out whether the situation is correct 

and I hope he will do th-at and give a 

more comprehensive reply next time . 

The second part of my supplementary 
is: is it not true that as a result of the 

higher demand of the US dollar, the 

dollar now sells at Bombay's paralJcJ 

market for Rs 12 to Rs 12. 30 as against 
the main official rate of Rs 9. 20. When 

it is being sold at such a differential bet-
ween the official rate and the non-official 

rate. is it not an indication of the fact 
that there must be some scarcity? That 
is the onJy reason why people prefer to 
pay a higher rate than tlte official rate 
of Rs 9.20. 

SHRI PRANAB MUKHERJEE: The 

implication is obvious, because after a11 
we have no control over the illegal mar-

keti. But because of the demand and 

supply-even in the legal market, the 

demand may be more and supply is Jess 

the prices may go up. It is not merely 

because of that fact. Perhaps the hon. 

Members might have noticed that for 

ctuite some time now dolJar prices are 

firming up. It is not merely so in our 
country but in other countries also. I 

do not know whether it is because of this 

reason that suddenly there has been a 

sp\ut in demand of the US dollar. But 

as I have already said.. sometimes this 
problem may happen in any Branch and 

even in the controllinl? office they may 
not have sufficient stock. Therefore, this 

type of casual shortai:e and periodic 
shortage may take place in a particular 

Bi·anch or with a particular dealer. I do 

not rule out thnt possibility. But J wanted 

~ point out that it is not of that mag-
nitude. J t has heen so, the Reserve Bank 

would have got that information. 




