
IMS# Correction of VAISAKHA 
Statement laid on the 

Tabic
Starred Question No. 1834, a cop yof 
statement showing the details of the 
proposals received from the various 
State Governments regarding Inunda­
t e  of Agricultural Lands fay Saline 
Water In the coastal belts. [Placed in 
Library, See No. LT-1388/59].

1*41 hr*.
ESTIMATES COMMITTEE

FxrTY-BSVENTH RKPOKY

Shri B. G. Mehta (Gohilwad): Sir, 
I beg to present the Fifty-seventh 
Report of the Estimates Committee on 
the Ministry of Finance (Department 
of Revenue)—Central Excise Depart­
ment.

12.414 hrs.
PUBLIC ACCOUNTS COMMITTEE 

Fourteenth Rkport

Shri Ranga (Tenali): Sir, I beg to 
present the Fourteenth Report of the 
Public Account? Committee on the 
Audit Report on the Accounts of the 
Damodar Vail ay Corporation for the 
year 1956-57.

12.02 hrs.
CORRECTION OF STATEMENT LAID 

ON THE TABLE
The Minister ol Parliamentary 

Affairs (Shri Satya Narayan Stnha):
Sir, in Implementation of an assurance 
given by the Minister of Finance in 
answer to Unstarred Question No. 3315 
answered on 6th May, 1858, to lay on 
the Table of the House, a statement 
about import licences over the value 
of Rs. 10 lakhs issued during the 
licensing period January—Jtuie, 1955, 
to January—June, 1957, I laid a state­
ment on the Table of the House on 
18th December, 1958. Against item 
663 on page 48 of the statement a 
typographic error unfortunately occur­
red which rnow  seek to correct. The 
item should be read as "Gold (abbre­
viation for 'Galvanised’) Bars” instead
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of “Gold Bars” . The typographic 
error which occurred in compiling a 
rather long list of import licences is. 
very much regretted.

1*.M hrs.
CORRECTION OF ANSWER TO
STARRED QUESTION NO. 1593
The Depoty Minister of Railways 

(Shri Shahnawas Khan): Sir, in reply 
to a supplementary from Shri T. B. 
Vittal Rao, arising out of Starred 
Question No. 1593 asked in the Lok 
Sabha on 1st April, 1959, I had said 
that no narrow gauge coaches are 
being repaired at the Railway Work­
shop at Mysore. I regret that this is 
not correct, the position being that 
narrow gauge stock of the Southern 
Railway is also repaired at the Mysore 
Workshop.

12.04 hrs.
RESERVE BANK OF INDIA 

(AMENDMENT) BILL
Mr. Speaker: The hon. Finance

Minister.
Shri A. C. Cuba (Basarat): Sir,

before -this Bill is taken up, I would 
like to raise a point of order. This 
Bill was introduced only yesterday 
and we got a copy of this Bill only 
this morning. No copy of this Bill 
was circulated before introduction as 
is the practice now. Moreover, Sir, 
the provisions of this Bill are some­
what unusual. As far as my know­
ledge goes, there is I think no Central 
Bank or Government which issues two 
types of notes, one for internal circu­
lation and the other for outside use. 
Therefore, Sir, I think this BiU 
requires some serious study and the 
Bill may not be taken up today.

Mr. Speaker: So far as the question 
of waiving of notice is concerned, it 
appears when the hon. Deputy Speaker 
was here in the Chair yesterday a 
similar request was made on behalf 
of the Government, the House was 
consulted and the House was willing
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[Mr Speaker] 
to waive notice and have this matter 
taken up today Therefore, the House 
itself has taken a decision But waiv­
ing notice is one thing If the House 
now thinks, having regard to the 
importance of the matter, that it a  1  
matter which requires more considera­
tion, that is another matter

So far as Shn Guha’s complaint 
that copies of the Bill were not circu­
lated earlier is concerned, the hon 
Finance Minister wrote to me that this 
Bill ought to be treated on the same 
lines, or has to be kept a secret, as 
the Finance Bill, and before it is intro­
duced copies are not to be circulated

Shri Nanshir ffluracha (East Khan- 
desh) But the Finance Bill is not 
rushed through like this

Mr Speaker That is another matter 
I am only answering the particular 
•point thBt copies of the Bill were not 
-circulated to hon Members before 
introduction 1 have disposed of that 
■point I have also disposed of the 
point relating to the question of waiv­
ing notice Now it is for the House 
to decide

I have received notice of a motion 
'by Shn Naushir Bharucha stating that 
'further discussion on this Bill may be 
postponed When the motion is made, 
it is for the House to consider that 
matter In view of the fact that at 
the time of introduction no previous 
notice was given, whether it ought to 
be considered immediately and dis­
posed of is a matter, largely, which 
the House can consider

Shri A C Gnba* Sir, I have some­
thing more to say Before this Bill 
is taken up for consideration, I think 
the Members are entitled to get some 
literature Th? Statement of Objects 
and Reasons gives just a few lines 
and hardly anything is given there 
We do not know what is actually the 
reason for this unusual measure to be 
taken by the Government and the 
Reserve Bank I would, therefore, 
suggest that some literature should be 
circulated before this Bill is taken up 
for consideration

Mr. Speaker: What I wo&ld suggest 
is, let the hon Minister open the 
debate and make this motion {hat Che 
BiU may'be taken into consideration. 
After he has explained the position if 
there is still any difficulty, let us con­
sider the matter then

Shri Ranga (Tenali) Sir, two 
points have been raised I realise 
the importance of the remark that 
you made, that the Finance Minister 
wrote to you saying that it should 
be treated on ft par with the Finance 
Bill and therefore it should be kept 
secret and should be made available 
to Members only on the day on 
which some action is expected to be 
taken I wish the House was not led 
yesterday into that decision with re­
gard to waiving the notice without 
even having a look at the P ' itself 
Today, once again, to ask us to pro­
ceed with its consideration and there­
after wait for the additional informa­
tion that the House may like to have 
from the Minister as and when he 
makes his speech would not be, I 
think, a fair deal to the House After 
all heavens are not going to fall if 
the consideration of this is postpon­
ed by a day In the meantime the 
hon Minister can also circulate some 
information by morning, and then 
we would be better prepared to face 
it

Mr. Speaker: I am really surprised 
to know that even to hear the hon 
Finance Minister hon Members must 
ha\e read some literature But for 
the importance of the matter I would 
not have allowed even this discus­
sion Yesterday a decision was taken 
by the House The House is entitled 
to take a decision one way or the 
other I have no right to over-rule 
a decision of the House To say that
because a Member was not present
yesterday when Itie House took a 
decision that decision ought to be 
over-ruled today seems to be un­
reasonable It cannot be done
Therefore when the Hou«c itself has '  
allowed a discussion today automa­
tically I am obliged to call upon the



•boa. Finance Ifitaiater to start and 
t a n  g*t through it  But as soon as 
a taotion is made for consideration, 
it Is open to the House to say whe­
ther at that stage it ought to be pro­
ceeded with or stopped. , Let us now 
hear the hon. Finance Minister, and 
then come to any decision that the 
House may like to take later, as to 
whether it is necessary to go back 
on the decision that the House took 
yesterday. Let us hear him first

The Minister of Finance1 (Shrl 
Morar# Deaal): Sir, I beg to move*:

“That the .Bill further to amend
the Reserve Bank of India Act,
1034, be taken into consideration. ’

The Bill is very important, and yet 
it is a very simple measure. It en­
ables the Reserve Bank and the 
Government of India to issue special 
bank notes and a special one rupee 
note in certain cases, but I should 
explain to the House the circum­
stances in which it has been found 
necessary to ask for this power. 
For many years Indian currency nas 
been the medium of circulation in 
the Persian Gulf area. Notes have 
been freely taken out for use by the 
residents in that area and whenever 
these notes have been returned by 
the banks functioning in that area 
to the Reserve Bank, it has been the 
practice to exchange the notes for 
sterling when the banks have asked 
for this, because obviously foreign 
holders of these notes would like to 
exchange them for sterling. This 
facility has, however, been the cause 
Of a considerable leakage of foreign 
exchange because it has been used in 
a roundabout way for the financing 
o f gold smuggling into this country. 
Indian currency is generally smuggl­
ed out of this country for this pur­
pose and gold in the Gulf area is 
paid for in this irregular way. These 
notes are then passed on through 
'various channels and And their way 
into the hands of the banks in that 
area who are not in anyway con-
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cernad with this smuggling. These 
banks, in the ordinary course of 
business, send their accumulations 
to this country and get sterling in 
exchange. In effect, therefore, by 
this rather devious route, we have 
been spending large sums of much- 
needed foreign exchange to pay for 
gold illegally brought into this 
country.

Hie question of how this smuggl­
ing and the consequential loss of 
foreign exchange should be prevent­
ed has been under Government's 
consideration for sometime in consul­
tation with the Reserve Bank of 
India. It is obvious that any solu­
tion to this problem should not in 
anyway involve any disturbance of 
the economic and commercial life of 
the Gulf area which depends on the 
free availability of Indian currency, 
but this should be regulated in a way 
in which while all the legitimate 
needs of trade and commerce of the 
people in that area are met, no room 
is allowed for such nefarious opera­
tions as the illegal smuggling of 
gold into this country.

After careful consideration of the 
matter, Government came to the con­
clusion that this could best be done 
only by the issue of a special type of 
notes by the Reserve Bank. These 
notes which will be in the denomi­
nations of Rs. 5, Rs. 10 and Rs. 100 
will be exactly like the corresponding 
ordinary notes except thdt they will 
be in a distinctive colour, and will 
be exchangeable only at the office of 
the Reserve Bank at Bombay. These 
notes will be freely exchanged into 
sterling or Indian currency at Bom­
bay. It is proposed to provide free 
facilities for exchange of the notes 
now in circulation in the Gulf area 
for a period at six weeks so that, as 
far as possible, the new notes come 
into circulation in that area in re­
placement of the existing notes. 
Thereafter, the new notes will not be 
issued in exchange of the existing 
notes but only on tender of sterling.

*Mbved with the recommendation of the President 
£8 (Ai) LSD.—4
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[Shri Morarji Desai] '
The liability of the Reserve Bank to 
exchahge notes into sterling will, 
after the new note* have been pvt 
into circulation, become a little more 
precise than now. It will cover all 
the notes which have been exchang­
ed for Indian currency and future 
issues which will be made only 
against the receipt of sterling.

People who do not exchange the 
notes will be free to remit them to 
India and exchange them into Indian 
currency. Tliey will not, therefore, 
suffer any loss in respect of their 
holdings but they will not have the 
right to exchange them into sterling.

It is the intention of Government 
and the Reserve Bank to make the 
he# notes freely available in ex- 
chMige during the period of six
weeks and thereafter to provide full 
facilities for replacement and for 
further issue as and when required, 
in exchange for sterling, the Reserve 
Bank are arranging with the branch­
es of the established banks in that 
area for the provision of these facili­
ties and Government are satisfied 
that the replacement of pie currency 
now circulating in that area by these 
special notes will not m anyway dis­
locate the day-to-day economic life 
of the area.

It has been the usual practice for 
Haj pilgrims from this country to 
carry a certain amount of Ind an 
currency with them to be exchanged 
into local currency in Saudi Arabia. 
The currency so exchanged is ulti­
mately returned by the banks there 
and paid for in foreign exchange. In 
future, it is proposed to issue Indian 
notes in a special form to these pil­
grims which will be later exchanged 
on presentation into foreign exchange 
just as at present. These notes will 
also be issued under the power pro­
posed to be taken under the Bill 
before the House.

The House will appreciate that in 
an operation of this nature certain

m  o f In d ia  (AfriM tt* T j f f A
mint) BiU <

prior arrangements such as the
printing of stocks of the new notes, 
confidential consultation with the
parties concerned in this country and 
outside are inescapable. The Re­
serve Bank of India have been iti 
consultation with the Bank of Eng­
land and we with the United King­
dom authorities in regard to the 
change-over.

We also took the earliest oppor­
tunity to take the rulers in the area 
into confidence as this was .1 matter 
of great importance to them and their 
subjects. I am very glad to say that 
we found in all quarters an appie- 
cwtion of the purpose for which we 
are making this change and of o.ir 
anxiety to see that the normal .co-^ 
nomic and commercial life in this 
part o f the world is carried on with­
out any inconvenience or interrup­
tion.

I hope that this will explain why 
this had to be done so confidentially 
and why no notice was given to the 
House before This is a matter about 
which the House his been exercised 
for long—about the smuggling of 
gold,—and this is the only remedy 
that can be found. We hope that with 
this remedy the smuggling of geld 
will cease.

Mr. Speaker: Motion moved:
"That the Bill further to amend 

the Reserve Bank of India Act. 
1934, be taken into consideration.”
Shri Naashlr Bharucha: Sir, I bag

to move:
“That the consideration of the 

Bill be deferred to a date to be 
fixed by the Chair, pending cir­
culation to the House, of a detailed 
Memorandum as to why it has 
become necessary to issue special 
notes for controlling circulation of • 
Indian currency without India”

The speech which the hon. Finance 
Minister made, far from allaying my 
apprehensions, has increased my



apprehensions Whet is worse the 
way which he suggests for effective­
ly  preventing smuggling appears to 
me such that it would only create 
ittany more complications without 
tickling this evil

This Bill was circulated to us at 
I  a m  and if one excludes the tune 
normally taken by a Member for his 
bath and breakfast, even i  hundred 
minutes have not been made avail­
able to us to consider the fullest 
implications of this complcated B'll 
I refuse to believe that this had to be 
kept ‘secret especially in view of th$ 
fact that it is disclosed now that for 
the next six weeks there * ill be free 
conversion of our existing extra­
territorial currency into these special 
notes and vice versa If this is so, I 
cannot understand why this Bill 
could not have been delated for 
three or four days or for a week In 
fact, there was no excuse for anv 
urgency or emergency and I think 
that reasonable time for a very ciear 
and dispassionate consideration by 
the House is required

Probably the House is not aware 
of the implications of thi« Bill I 
want this House to consider these 
implications The House is Kept 
completely in darkness as to what is 
the extent of this extra-territorial 
circulation of our currency We do 
not know whether the evil >s so iam- 
pant and is so extensive No figures 
are given in the Statement of Objects 
and Seasons or as to what are ihe 
countries where it is circulated We 
have been told of the Persian Gulf 
territory I do not know whether 
there are other countries >n which 
there is this circulation Probably it 
is in Goa and some other' countries in 
Africa We do not know No full in­
formation is being supplied to this 
House

Then, what are the provis-ons of 
the Currency Ordinance of 1940 
which this Bill overrides9 We have 
not got by way of literature even a 

of patter telling us what are 
the provisions of the Cunency Ordi­
nance of lfao whidh are sought to be
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overridden It is said that the issue 
of special notes will help in controll­
ing the circulation of illegal notes 
and smuggling Even this is doubt­
ful, because, if our notes are going to 
be smuggled, they will still continue 
to remain as extra-territorial cur­
rency Therefore, I would l*ke to 
kow how far this method devised by 
the hon Finance Minister m consul­
tation with the Bank of England is 
going to remedy the evil I am cf the 
opinion that there will be two cur­
rencies, extra-temtonal currencies, 
simultaneously in circulation, and if 
notes can be smuggled out they can 
still be smuggled in What aie th» 
specific evils which this Bill seeks to 
control*1 He says, gold smuggling 
For the life of me, I have not been 
able to understand how it is going to 
control smuggling of gold Suppose 
for instance, our existing currency 
notes or our future special notes are 
not smuggled out How is this going 
to stop the smuggling of gold, which 
m itself is an independent transac­
tion of the source by which it is paid 
for7 I really cannot make out

Then there is the question wnethcr 
the introduction of special notes in 
foreign territories will not raise poli­
tical issues laying India open to 
charges of expansion in those terri­
tories or charge of wrecking the cur­
rencies of those areas A currency of 
an area can be wrecked notwith­
standing the fact that the rulers of 
those areas may have consented to 
the introduction of specal notes 
without appreciating the full impli­
cation of what special notes may 
mean

What will be the implications of 
the new notes not being legal tender 
in India7 I am inclined to think 
that one implication will be that as 
the economic law goes, bad cur­
rency drives out good currency, bad 
money drives out good money 
Therefore, one of the effects may be 
to drive out our present currency 
from extra-territonal circulation 
Since there is a prestige attaching to 
our currency circulation in foreign 
territories, the question is whether
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it ls worth while chasing out our ' 
present currency which the special 
notes may not be able fully to re* 
place. Even it the special notes are 
not legal tender in India, what effect 
will they have on our own paper 
currency in India, if they acquire 
widespread acceptance as a second­
ary currency here for the purpose of 
payment in specific territories out­
side India? We are not given time 
to consider what these implications 
would exactly be.

I am inclined to think tbat the re­
sult of printing special notes will be 
that there will be in India circulation 
of dual currency, one which is legal 
tender and the other which is not 
legal tender, but still in circulation 
because they are not circulated here. 
After all, what is the quality of a 
legal tender based upon? If the 
paper currency is acceptable to the 
people of a country, it might serve a 
secondary purpose and it may con­
tinue to circulate as a secondary 
currency. In that case, what will be 
the effect of that secondary currency 
on our own existing currency? What 
is the provision intended to be made 
for the bullion reserves against the 
issue of special notes? What is going 
to be the fiduciary backing of the 
special notes or whether they will 
be merely the product of our Secu­
rity Press at Nasik working over­
time? Or, in plain language, is it 
another device for back-door deficit 
financing, because it is obvious that 
if this secondary currency becomes 
acceptable in India to any large ex­
tent, to that extent, it means deficit 
financing and there is the risk of fur­
ther inflation.

What is the provision with regard 
to convertibility of special notes into 
sterling or hard currency on demand 
by a holder in due course? That is 
the only question which the hon. 
Minister has explained. He has ex­
plained that these special notes will 
be freely convertible into sterling. 
On that is based another important 
Issue of policy, viz., while our own

38, 19M of India tAwend-
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people starve here for foreign cur­
rency we are going to be so very 
charitable that whosoever holds our 
special notes in other territories ijrill 
have them freely converted into 
sterling. I find the hon. Finance 
Minister is smiling. I doubt whether 
his smile is not due to the fact, what 
we say, “Where ignorance is bliss, it 
is folly to be wise."

The issue is also whether Parlia­
ment can delegate to the Reserve 
Bank powers even with previous 
sanction of Government to make 
regulations for exchange of our pre­
sent notes in foreign countries and 
thereby incur foreign exchange 
obligation on a scale which at pre­
sent we are unable to foresee. So,"
the position is, before we introduce a 
new type of currency, we have got to 
examine the repercussions which this 
innovation nay have on our own 
currency and on the extra-territorial 
currency which is circulating. Intro­
ducing new currency is not merely a 
business of printing notes. It has got 
its implications, none of which have 
been explained Even if they are 
explained today, it is necessary that 
the House must have sufficient time 
to digest all those implications.

The Bill was received by me at 
about 8 o’clock in the morning—may 
be I get up late—and by 121 o’clock 
noon we are discussing it 1 ask 
whether this House will permit it­
self to be reduced to a rubber stamp 
at the Government’s behest. It is 
wrong to say that this Bill is in the 
nature of a Finance Bill. It is not. It 
is in the nature of currcncy reform 
or deform. It is more going to de­
form the currency rather than re­
form it and I have got my grave 
doubts whether it will attain the 
purpose of preventing smuggling 
which the Government have in view.

Above all, I strongly protest against 
the rushing tactics of Government, 
rushing through a measure of great 
importance, without the Members 
being given a scrap of paper by way



o f literature, without the Members 
not even being told what the exact 
amendment at section 88 if, because 
the Members are not given a dog’s 
chance even to understand the impli­
cations. I speak as »  lawyer with 
an experience of over quarter cf a 
century. I can quickly grasp the 
implications at the Bill and I can say 
that I have not understood the head 
or tail of this Bill. And yet, the hon. 
Minister expects that .11 the 900 
Members have understood every­
thing and they will set the seal on 
whatever he wants t» be done. I 
strongly protest against this rush 
tactips of Government and I appeal 
to the House to support my amend­
ment which is for the consideration 
of the Bill being deterred for a time 
during which enough material may 
be circulated to us.

Mr. Speaker: Amendment moved:

“That the consideration of the 
Bill be deferred to a date to be 
fixed by the Chair, pending cir­
culation to the House, of a detail­
ed Memorandum as to why it has 
become necessary to issue special 
notes for controlling circulation of 
Indian currency without India.”

I may inform hon. Members that in 
all cases where a Bill is introduced 
without previous circulation on the 
ground that it ought to be kept sec­
ret until it is actually introduced in 
the House, immediately on the notice 
board there is a red light switched 
on to indicate to hon. Members that 
a secret Bill, a Bill which is intended 
to be secret until it is introduced, 
has been introduced in the House 
and copies are available. Since last 
night or since it was introduced yes­
terday, the red light would have 
been noticed by hon. Members. If 
they have not noticed it, hereafter 
they will notice it  I also intend 
putting up a red light here so as to 
ask hon. Members to stop whenever 
1 want them to stop.

But before proceeding further, I 
would like to know myself what was
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the hurry and what was the reason 
not to print it? 'What is the secrecy 
about it? I am not able to see. If 
these notes can be circulated for six 
weeks, why should he have prevent­
ed hon. Members from having an 
idea about this BiU? It is not a Fin­
ance Bill, where it is introduced 
after 5 o’clock. If it were so, I would 
have allowed it to be introduced 
after 5 o’clock. How ib the stock 
exchange manipulated. The hon. 
Minister wUl explain to me.

Of course, this is an extraordinary 
matter, but even at the time of in­
troduction, hon. Members can 
oppose a BiU. I do not want to take 
away easily the right of hon. Mem­
bers to oppose a Bill even at the first 
stage. This was a regular matter 
that went on when tbe previous Gov­
ernment was in office here; history 
was made in this House and even at 
the introduction stage, BiUs were 
opposed. Hon. Members must have 
a copy of this BUI to find out whe­
ther all of them may not be of the 
same opinion. Except in exceptional 
cases where I am thoroughly satis­
fied, I am not going to allow this. I 
would request the hon. Minister to 
tell me why I was asked to accom­
modate and then say, even without 
the previous circulation, the Bill was 
introduced. What is the urgency? If 
copies of the Bill were normally cir­
culated, how would it have affected? 
In the case of Finance BiU, immedia­
tely on the introduction of tbe Bill, 
there is another Act—the Provision­
al Collection of Taxes Act—brought 
into existence, so that the provisions 
of the Finance BUI may have im­
mediate effect. No such thing has 
been done here it cannot be done, 
as a matter of fact Therefore, if 
for six weeks they can go on as they 
like, why should we alone be bustled 
into this matter?

Shri Morarji Desal: When I re­
quested you about this BUI, if I had 
been asked further, 1 would have put 
aU the facts before you. Even the 
whole file could have been put before 
you, because there is no question of 
secrecy from you:



13779 I f W J N #

Mr. Speaks*; Lei me at tefst $now 
what exactly is the aeerecy noiy.

a w  ifiw l1 Pw *:.right, Sir; I have not Mia thrt I 
^ill not say. We are dealing with a 
problem where smuggling of gold is 
involved. Thia House has been exer­
cised over i t  for a long time. Gov­
e r n m e n t  have been asked from time 
to time to take steps to stop smuggl­
ing of gold and they were evai char­
ged with being indifferent to this 
problem.

The smuggling that takes place is 
by the going out of notes from here 
whUh then are cashed into sterling 
from those banks because we have 
got our note* circulating in this area. 
In making these arrangements we 
have to take agreement from the 
States also, because if they do not 
agree we cannot do it. We have 
■i»ft to take an agreement from the 
Bank of Sngland and the Govern­
ment of England, because they ure 
also concerned in tiiis area. We had, 
therefore, to carry on negotiations 
with them, which has been going on 
for the last six or eight months

Now, if prior intimation reached 
any people any currency that may be 
elsewhere would also gravitate 
there and will be brought thefe im­
mediately and we would have to 
transform all that into sterling. Six 
weeks will be for this area and not 
for other areas.

Mr. Speaker: I am not concerned 
with all that. What does it matter 
whether the Bill was circulated yes­
terday or today. If yesterday copies 
of the Bill had been made available. 
I would have had it circulated to 
hon. Members before introduction. 
How does it make any difference? 
Bills are circulated for the purpose 
of study.

Shri Morar# Deni: If we five so
much time m&re currency will come 
there and more gold will be smug­
gled in the interval; a spurt of gold 
would have taken place. In order to 
prevent that we have to do this.

Mr. toealfir: ^fhat has been dona 
iyts *beep done.

Shrl A. C. Gaha: It Is a question
of {he dignity of the House, ff  Gov­
ernment can allow six weeks’ time 
for those people, wliy should at 
least two or three days’ time not be 
given to this House? Bills should not 
b£ r\»h§{l through like thii. More­
over the wording of this Bill is not 
quite clear.

Mr. Sneaker: Both the motion for
consideration and amendment for 
adjournment of the debate are before 
the House. Shri Prabhat Kar.

Shri Prabhat Kar (Hooghly): I 
would support Shri Bharucha's 
amendment, not agreeing of course 
with all that he has said about the 
Bill itself. So far as the contents of 
the Bill are concerned, when I got it 
in the morning, I thought it would 
deal with the area about which the 
hon. Finance Minister told us. But 
having given six weeks’ time___

Shrl Morarji Deaai: If you take it
up tomorrow, I have no objection.

Mr. Speaker: In the meanwhile, if
there is any literature gathered, or 
any memorandum prepared it can be 
circulated Shri Bharucha wanted to 
know as to what would be the 
amount in circulation in foreign 
countries and what are those coun­
tries. Can he give any such infor­
mation just now?

Shri Morarji Deaai: I can give that
just now.

Mr. Speaker: This matter will
stand over till tomorrow. All hon. 
Members will study it. In the mean­
while the hon. Minister will just give 
the information which was asked by 
Mr. Bharucha and one or two other 
hon Members.

Shrl Morarji Dfaal: May I say that
the hon. Member Mr. Bharucha based 
his argument on some calculations 
notions which I do not know from 
where he obtained. He said that
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extra notes ape io»)« to be issued. 
He asked where is the gold reserve 
for that and also put all sorts of ques­
tions.

9ir. it ougl}t to be known that notes 
%re being circulated there. If these 
ngtes are going there there will be 

egtra notes; they will be in sub­
stitution of ordinary notes which will 
be circulated there. It is not extra 
circulation of notes in any way.

gtifi NausWr Bharocha: He baa not 
understood my question. There is no 
limit prescribed. Therefore what will 
be the position of those notes? Will 
they have any fiduciary backing or 
they will be produbts of the Nasik 
Printing Tress?

Shri Menu# Deeal: Barring re­
deeming of notes which are in circu­
lation due to our action, future notes 
issued will be against sterling given 
to them. There is no question of 
giving any notes. I have said that in 
my speech, but the hon. Member does 
not care to follow my speech.

Shri Prakhit Kar: Can the hon.
Minister give figures to this House 
about this particular type of notes 
that will be issued? Has he got any 
idea of our liability. Can he give it 
to the House?

Shri MomrJl Deeai: Whatever
liability is there has got to be met. 
It is our own creation. But I can 
give only the history, as it took place, 
during the last few years. From that 
you can see as to what is happening 
in the matter of gold smuggling.

8hd Mohammed (Chital-
drug): You have given your ruling 
that this will be taken up tomorrow.

Mr. Speaker: Hon. Members do not 
follow the proceedings here.

The hon. g lis te r  agreed feat this 
matter may stand over till tomorrow 
for discussion. In the meanwhile I 
I*we*tejt tte hop. MMstcr if* 0ve—in 
view of what Mr. Bnarucha wanted—

i«U  (SAJCA) qf India (Amend- 1378a 
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additional information, if he has. The 
hon. Minister said that he had stated 
to the House what all he wanted to, 
but in addition he was willing to give 
some more information which Mr. 
Bharucha wanted, as also Mr. Prabhat 
Kar, about the quantity of currency 
notes in circulation in other countries. 
He said it would only be approximate. 
He was prepared to give that infor­
mation, but hon. Members want to 
argue without information.

Shri Morarji Desal: Sir, during the 
first three quarters of 1958 Rs. 38 
crores in Indian currency notes were 
returned by the Persian Gulf banks 
and Rs. 27:4 crores were paid to them 
in sterling. This was the amount at 
that time. We want to stop all this. 
It was because of this gold smuggling 
which is of the order of Rs. 30 crores. 
We have got to stop that. That is 
why this is being done.

Shri Prabhat Kar: Approximately
for the last three years what have 
we got to pay?

Mr. Speaker: For one year it is 
Rs. 27 crores. Multiply it by three. 
It is common knowledge. Again and 
again questions are put here as to 
how many people were arrested, etc

Shri Morarji Deaai: I am prepared
to give that For the first nine years 
up to 1956 the amount was about* 
Rs. 120 crores. That is what it was 
for the first nine years. In 1937 it 
has taken a very bad turn. From 
that time it has become difficult. In 
the year 1957 alone it amounted to 
Rs. 44 crores, as against Rs. 14 crores 
in 1956 and Rs. 11 crores in 1958. Out 
of this Rs. 44 crores we had to pay 
back Rs. 32 crores in sterling. Then 
I gave the figures of 1898. From that 
it will be seen how the amount is 
increasing every year.

Mr. Speaker: It is provided in the 
Bill, as hon. Members would have 
seen, that these notes can be cashed 
only in the Reserve Bank. Hon. 
Members would remember that for­
merly notes were printed payable only
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[Shrl Morarji Desai] 
in a particular branch or a particular 
province, as for instance in Burma oar 
Madras. There is nothing new about 
it.

Further discussion on this motion 
would stand over till tomorrow. I take 
it the amendment is not pressed. Xt 
is left to me to decide when it should 
be taken up; X decide it may be taken 
up tomorrow.

1XJ9 hi*.

RESOLUTION RE RECOMMENDA­
TIONS OF RAILWAY CONVEN­
TION COMMITTEE.
The Minister of Hallways (Shrl 

Jagjivan Bam): I beg to move:

‘That this House resolves that 
the period for the continuance in 
force of the recommendations of 
the Railway Convention Com­
mittee, 1954, governing the ar­
rangements betweena railway 
finance and general finance which 
were approved by this House by 
a resolution adopted on the 16th 
December, 1954. be extended by 
one year up to the 31st March, 
1961”

As the House is aware, the Railway 
Finance was separated from General 
Finance on the basis of a Resolution 
passed by the then Legislative Assem­
bly in 1924 in the following terms:

"In order to relieve the General 
Budget from the violent fluctua­
tions caused by the incorporation 
therein of the Railway estimates 
and to enable Railways to carry 
out a continuance Railway policy 
based on the necessity of making 
a definite return to General 
Revenues, on the money expended 
by the State on Railways.”
In pursuance of this Resolution, the 

Railway Budget became a separate 
entity and separate Reserve Funds In

M, 1M» SeeommMdtttbMe
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Committee

the shape of the Depreciation 
Reserve Fund, the Revenue Reserve 
Fund and later the Development Fund 
were created. General principles 
were also laid down for the allocation 
of expenditure to Capital, Revenue 
and these Funds. The details of the 
financial arrangements were, however, 
reviewed periodically by Convention 
Committees of Parliament, which 
examined the position carefully and 
made recommendations. The approval 
of Parliament was then obtained based 
on these recommendations.

The present financial arrangements 
are based on the recommendations o f 
the Parliamentary Convention Com­
mittee appointed in 1954, which were 
accepted by this House by a Resolu­
tion passed on the 16th December, 
1954, and which are current up to the 
31st March, 1960. In the ordinary 
course, I would at this time have 
approached the Houge for the setting 
up of a new Convention Committee, 
so that, after allowing for the time 
the Committee would require for its 
deliberation, its recommendations may 
become available for consideration and 
decision by the House before the 
expiry of the current penod. As 
stated in my Budget Speech for 1959- 
60, it is essential, however, that a 
Convention Committee set up for thta 
purpose should have reasonably 
accurate data as regards the burden of 
additional traffic that would fall on 
the Railways, the level of investment

- required to meet that obligation and 
a good forecast of the earnings and 
working expenses during the next few 
years. This, however, is not possible 
until reasonably firm decisions are 
taken as regards the magnitude of the 
Railways’ Third Five Year Plan.

Shrl Naushlr Btaaradu (Seat 
Khandesh): The hon. Minister Is not 
audible. 

. Mr. Speaker: The hem. Member win 
com* and ait a little ahead.




