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LOK SABHA

Friday, Februarv 22, 1974 /Phalyuna 3,
1895 (Suka)

The Lok Sabha met at Eleven of the Clock

MR, Seranrr in the Chair]

ORAL ANSWERS TO QUESTIONS
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THE MINISTER OF STATE IN THE
MINISTRY OF FINANCE (SHRI K. R.
GANESH) : A statement is laid on the
Table of the House.

Statement

The decisions taken by the Committee of
20 at its meeting in Rome on January 17-18,
1974 are reflected in the Press Communique
isswed at the end of the meeting. A copy
of this communique is laid on the Table
of the House, [Placed in Library. See No.
LT-8185/74]

The Committee has recognised that the
steep increase in oil prices has created se-
rious difficulties for many developing
countries whose uceds for financial re-
sources will be greatly increased. The
Committee has asked the IMF and IBRD
to cooperate in finding an early solution
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to the many financial problems that have
arisen in the wake of the oil crisis paiti-
cularly in relation to the difficult prob-
lem facing non-oil producing developing
countries. However, as of now it is
difficult to predict the practical outcome
of studies that are under way in these
two organisations on this matter.

The Committee also discussed a  pro-
posal designed to impart a greater measure
of certainty and stability to the transac-
tion value of SDR. It was agreed that
in the interim period, and without pre-
judice to the method of valuation of SDR
to be adopted in the reformed monetary
system, it would be desirable to base the
value of SDR on a basket of currencies.
However, there are still many unsettled
issues such as those relating to the com-
position of the basket and the effective in-
terest rate which will have to be resolved
before the proposal can be voted upon by
members of the IMF. The Committee of
20 invited the Executive Board of the
IMF to work urgently on all these out-
standing issues. India is in favour of
fixing the value of SDR in terms of a
basket of currencies provided the interest
rate is kept low.

The Committee also agreed that iIn
the reformed system it would be desirable
to have a permanent council of 20 Go-
vernors with decision-making powers to
manage and adapt the monetary system,
to oversee the continuing operation of
the adjustment process and to deal with
sudden disturbances which might threaten
the world monetary system. It was also
agreed that as an interim step, peading
the establishment of the Council, a Com:
mittee of the Board of Governors should
be created, with an advisory role in the
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same areas as the Council and with the
same composition and procedures. This
Committee will come into being when the
present Commitiee of 20 has completed
its work. These decisions of the Com-
mittee are in line with India's thinking
about the further structure of the IMF,
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SHRI K. R. GANESH : In the recent
meeting of the Committee of 20 which
was held in Rome, the oil crisis naturally
dominated and took most of the time.
One of the suggestions made thers was to
have a new lending facility in the IMF to
help those countries which will facc a diffi-
cult balance of payment situation as a
result of the hike in oil prices. It was also
suggested that assistance from the facility
would be available at rates of interest on
commercial terms. No agreement could be
reached on this, and it was decided to study
this question more in depth. The position
of India has been that India welcomes
the proposal for a special lending facility
but we are opposed to the rates of interest
being on commercial terrns, because it
will involve various difficulties. Already
we arc facing debt Service difficulties, and

therefore we wanted this on concessional
terms.
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SHRI K. R, GANESH ! The question
of reformt of restructuring of the Interna-
tional Monetary Fund was also discussed
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there. One suggestion which bad been
agreed to is that there is to be an Inter-
mediate commitiee between the Board of
Governors and  the Executive Directors.
This has been agreed to in principle; in
the transitional period an advisory council
will be formed which will look into the
problems that would come up,

SHRI RANABAHADUR SINGH : In
the context of the agriemen: rcached bet-
ween the Shah of Iran and the Interna-
tional Monetary Fund. 1 should like to
know how far our problem concerning the
oil crisis will be helped ?

SHR1 K. R. GANESH : The position
that emerged after the discussions that
took place at Rome is that as far as our
problems are concerncd, we will have to
enter into bilaterial discussions and bila-

teral agreement with the oil producing
countries.
SHRI B. V. NAIK : I hope that this

is also 1clevant to the Ministry of Finance
since we find in the course of our energy
crisis they are dubbing the problem of
fuel with the problem of naptha whether
with reference to SDR or any other mea-
sure. Would it not be possible to dis-
sociate these two problems and give fist
priority for naptha because if we suffer
in fertilisers we will suffer in food produc-
tion vhich will have a disastrous con-
sequcace ?

MR. SPEAKFR : Wheie have you goue
from the question ?

SHRI B. V. NAIK : Mt »n & question
of Fiance and priority should be accorded

to naptha and no other Ministry wifl ans-
wer this question,

MR. SPEAKER : Please sit down. Pri-
ority is for relevancy of the question.

SHRT BHAGWAT HIA AZAD : in
view of the recent devaluation and the
cross talk about a strong pound and
strong dollar and floating of yen amd
franc in the market, did the IMF discuss
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restracturing of the monetary system on a
long term as well as a short term basis ?
How do they propose to meet the crisis
which is thrown so often at the face of
the world ?

SHRI K., R. GANESH : This question
as well as the SDR came up there.
Because of two factors, fluctuation in the
currencies and also because of the delink-
ing of dollar from gold by the United
Stutes a suggestion was made that there
should be a basket of currencies for the
valuation of SDR. It wuas decided that
the Fund FExecutive directors should
study this proposal in depth because there
are certain questions such as the compo-
sition of the currencies in this  basket
and what will be the rate of interest, etc.
These problems have got to be discussed.

PROF NMADHU DANDAVATE : Tt is
true that in the recent meeting of twenty
at Rome they could not agrce even on
a new dcfinition of Special Drawing Right,
Iet alone the wider issue concerning the
international monetary system ? Is it
also true that there is no sign that poor
developing countries like India will get
long-term financial concession or Jow rate
of interest from the International Monetary
Fund through a machanism like Special
Diawing Right ?

SHR] K. R. GANESH : As I have al-
ready ndicated in the reply to the hon.
Mcmbere question, the issue of  Special
Drawing Rights was discussed. Since it
has come up against various difficulties as
a result of the floating of the currencies and
also av « result of the delinking of the
doller om Gold, it was decided that there
should be « basket of currencies for the
valugtion of the Special Drawing Rights.
This would be further looked into by the
Fund bwecutive Director and then a deci-
sion iaken, because there are many prob-
lems connected with it which have to be
thrashed out.

As far as  countries like India, the
Committce of Twenty has recognised
that they will face guite a lot of difficul-
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ties as a resuit of the oil crisis and that
cfforts will have to be made to meet their
requirements.

PROF. MADHU DANDAVATE : I
asked a categorical question whether long-
term finance would be available through the
International Monetary Fund through
the mechanism of Special Drawing
Rights.

SHRI K. R. GANESH : The question
of Special Drawing Rights is there. By
July 1974 the Committee of 20 have to
finulice their 1cpott. This will be dis-
cussed when these reports are finalized.

Visit by U, S. Textile Trade Mission in
Indin

*42. SHRI BIRFN DUTTA :
SHRT VIRBHADRA SINGH :

Will the Minister of COMMERCE be
pleased to state :

(2) whether US Thade Mission, spe-
cialised wn the field of teatiles, had come
to India on the 28th January, 1974; and

(b) if so, the outcome of discussions with
that Mission ?

THE MINISTER OF COMMERCE
(PROF. D. P. CHATTOPADHYAYA) :
() and (b). A statement is laid < the
Table of the House.

Steate iment

(i) Yes. Sir. An exploratory U.S. Tex-
tile Machinery Delegation led by Mr.
Carroll F. Hopkins, Director, US. De-
partment of Commerce and consisting of
Senior Fiecutives of the US. Textile
Machinery Industry visited India between
the 28th Yanuary and 10th February, 1974.

(b) The main purpose of the delegation
was to assess the market possibility for sale
of U. S, Textile Machinery to India in the
context of our Fifth Plan requirements, It
was indicated to the Mission that while
a firtn assessment was yet to be made about





