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CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIV
DEBATES

(PART I—QUESTIONS AND ANSWERES)
Tiesday, 29th Nocember, 1949

The Assembly met in the Assembly Chamber of the Council House at a
Quarter to Eleven of the Clock. Mr. Speaker (The Honourable Mr.
G. V. Mavalunkar) in the Chair. .

STARRED QUEMTIONS AND ANSWERS
(2) ORAL ANSWERS
INCOME-TAX INVESTIGATION COMMISSION

*53, Shri R. K. Sidhva: (a) Will the Honourable Miniswr of Finance be
pleased to state u: te what stage the Income-tax Investigation Commission
has reached in its deliberations?

{b) How iuany cases have been disposed of and how many are still peuding?

(¢) What is the total amount likely to be recovered from the Qisposed of

cases?
»
(d) If no amount has so far been recovered. what are the reasons thereof?

(e) Haz auy amicable settlement been arrived at between the Commissian
and the parties concerned? If so, what is the number of sucﬁ cases and whas

are the amounts involved ?

(f) Wheun is the Commission likely to complete its work ?

}g) Has the Taxation on Income (Investigafion Connuission} Act bheen
spplied to the Indian States?

The Honoursble Dr, John Matthai: (a) The Commission completed the first
part of its task by submitting their Report relating to the adequacy or otherwise
of the existing law to prevent evasion of tax, copies of which were made avail-
able to Honourable Members during the last session. Fuir progress hag been
made by the Commission in relation to the second part of its task involving
(i) collection of information relating te deposits and movements of substantied
sums of money, and (ii) investigation of individual cases. As regards item (i) a
vast mass of material has already been collected and the resultz are ready for
application to individual cases. Ar regards item (ii), the Commission’s investi-
gation has reached different stages in different cases. Some have been completed
and others are nearing completion. But in the majority of cases investigations
are still- proceeding.

(b) 93 cases have been disposed of and 1.276 cases are stili pending.

(c) It is not possible to give any precise estimate at this stage of the amount,
likely to be recovered from such cases because it has vet to be worked out by
Ineome Tax Officers on the combined result of the ‘igures of evided income
reported by the Commission and.the figures adopted in the previous assessments.
The amount of evaded income according to the reports made by the Commission
so far is roughly Rs. 260 lakhs.

(39)
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(d) So far Ms. 8,08,383 has been recovered siud {further recovery proceedings
are m progress,
(e) 65 cases have peen amicubly settled so far, snd the amount of evusion
in terms of income invol ved in them was Re. 1,88,067,886.
(f) The progress of the Commission's wot'k'depends on so many factors thet
it is not poegible to make & definite statement.
(g) The Act has been applied only to the merged States, but the Commisaion’s
. power of obtaining information relating to the referred cases has been extended
ir: 4 modified formu to other States also by appropriate legislaton passed by the
1e8pective States. _
Shri R. E. Sidhva: | uuderstood the Honourable Minister to say that 260
lakhs $1ave been assessed and tbhat out of that sum 8 lukhs have been recovered?

_ The Honourable Dr. John Matthal: Yes.

Shri R. K. 8idhva: May ! know whether the balanee of these 280 lakhs
actually assessed will be promptly recovered or whether there is any difficulty
in effeeting the recovery, in view of the fact that only three lakhs bave been
recovered?

The Hanourshie Dr. John Matthal: The best way in which I can answer this
question is to give the Honourable Member some idow of the practical problems
“involved in this master. What the Commission is expected to do is to report
on the actual amount of income evaded in the cases investigated. It is really
for the Incomo-tax Department to dctermine the amount of tax payable on the
evaded incorne. Now., what exactly is the rate to be applied to the evaded
ineome wil depend necessarily on this income which has been reported -on by
the Commission plus the inceme alrendy asessed, hccause the rate applicable
will depend upon the total income. Therefore the recovery is necessarily a
slow Prooess. !
Apert from that. there is also this question that in the case of many of these
amessves on whoee cases reports have been made, their capacity to pay has been
greatly reduced since the wur years. Therefore it is necessary for the Income-
tax Department to give facilities for payment in instalments and recoveries are
bound to be slow. ° :

Shr! R. K. Sidava: May I lmow whetber these sums were arrived at by
amic able settlement or were the actual figures given by the Commission?

The Honourable Dr. John Matthaf: T seid in my answer that dbout 65 cases
out of 98 were settled amicably. -

.  Sbri R. K. Sidhva: May I know the names of the firms which evaded the
tax and whether substantial raes were charged on them?

The Honourable Dr. John Mattha): T am not in a position to aps wer that
question.

Oh. Rambir 8ingh: May I know what steps the Goverhment propoee to trke
to recover the sims due?

The Honoursble Dr. John Matthal: Every possble step is being taken con-
sintently with the oircumstances T have just mentioned. ‘

Shri Ajit Prasad Jain: May I have an idea of the time it will take to decide
there cases? _ _ _

The Eonourable Dr. John Matthal: T nm not in a podtion to give any idea,
becnuse the Commission is a Judicial body. Tt will #eke its own time.

gori 0. Subramaniam: May I have the names of the persons whose caws
have been disposed of and also the extent of the sure involved?
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The Honourable Dr. John Matthai: No. .

8hrt B, K. 8idhva: Were they big industrialists or middle class industrialiste?
: Sbri 4rop Ohandra Guha: Is there any proposal to curtail the activitiee of
$be Investigating Commission?

The Hodourable Dr. Jobn Matthai: No.

An Honourable Member: May I know whether these 260 Jakbs ure the agreed
amounts and, if so. what is the nmount that the Commission determined?
_ The Honourable Dr. John Matthai: 260 lakbs is the total amouant for 98 oasea.
OGut of these B35 cases were agrecd to,
Shri Arun Chandra Guha: Whut is 1he total amount involved in the rewnaining
28 coses? :

+ The Honourabie Dr. John Matthal: I -have not got the information reada. I
sould get it.

- 8hri B. Das: May 1 cnauire whetlier representatives of capitolists  anid
blac k-marketeers approached the Finance Minisler and other high officials for
a seitlement over unpaid income-tax and waanted a certuin setlement Ly
paying up on a percentuge basis the amounts agreed upon?

The Honourable Dr. John Matthai: Nobods has approached me, Bir.
8hri Mahavir Tyagl: How rouch expenditure has been incwred by this
Cowriirsion?

- The Honourable Dr. Jobn Matthai: I could give the information to the
Honourable Member, but I have not got it ready here.

Shri P. T. Ohacko: Muy I kuow whether the Government of Iudiu at preaent
have any contro) over similar Commissions appoinsed in acceded States?

The Honourable Dr. John Matthal: I am not aware of any Commissiona
appointed in other States.

Dr. P. 8. Deshmukh: I.; the Honourable Minister aware if the Commission
caDl across any honest evaders?

The Honourable Dr. Jobn Matthai: As o matter, of fact 1 do not hase any
private conversuations with the Commission which is doing ite work independently
as a judicial hody.

Bhri P. T. Ohacko: Mav T know whetherr tho Government are aware that a
sirnflar Commission was appointed in the United State of Travancore and Cochin ?

The Honourable Dr. Jobn Matthai: 1 have no information.

Pandit Balkrishna Sharma: Sometime ago @ polioy was avnounced in the
House by the Honoursble the Finance Minister that the Government of India
will-do-something by which ¢hie sort of Commission butiness will not be raquired
to be brought into action very much and that the capitalists will be given an
opportunity to declare their hidden money jf any. What steps bave the Govern.
ment taken in that matter?

The Honourable Dr. John Matthai: The schemes contemplated in the pro-
posal are under active consideration,

Bhri R. K. 8i4hve: May I have eorne idea of the sohemea?

. ¥

. The Honourahls Dr. Jokn Matthal: I am nod in a pasition 8o give any ides
At yresent. hecquse of tbe.stage ‘at which we tave amived in the r::éio: of
thése proposals.” What Government intend to do ie #o Place cectain altemative

schemes they have in mipd hefore the ad hoc Devaluation Committee recentlv
appointed. : i
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Pandit Balkvishna Sharma: [ it u fact that the Government have besén con-
sideriug this sort of proposal for more than six months and no decisions have

been urrived at?

The Honourable Dr. John Mztthai: I made this annoaacement en bebalf of
Gosermment | beliove on JSth October.

8hri Afit Prasad Jain: Muy I kuow the date when the policy is likely to be
annauuced?

The Honourable Dr. Jobn Matthai: A« soon as the consideration ¥ completed.

3hri Mohan Lal Gautam: Much harm has been donc hy the dilatory policy
of e Gavernment,

The Honourable Dr. John Matthai: | :un not aware of it.

Ob. Ranbir 8ingh: \Whether it is a fact. that the firms s ssgessed have ceased
to oxist uncler the old narues and have started business under new names?

" The Honourable Dr. John Matthai: Probably the Conimission is aware of that.

RETRENCHMENT

“54. 8Shri R. K. 8idhva: () Will thie Honourable Minister of  Ficance be
pleasivd to state the extent of reduction iu expenditure in the Cenfral Govern-
ment (ring the peviod frowm Janwvary to October, 1949?

:b) What wilt be the effeet of this retrenchment on the fiuances of India?

{¢) Hus uny retrenchment in personnel alko beeu effected and if so, what
are the detoils? ' :

il) Have Provincinl Governments alao been asked to retreuch the allotment
of loan for the construction ¢f houses?

(e What is the Intext proposal of Government in regsrd to giving of loans
to P'rovinces for the construction of houses for refugees?

The Hrnourable Dr. John Mattbai: (a) The required information cannot be
uscertnined ensily without detailed enquiry from all disbursing officers spresd
over the whole country. Monthly Accounts of expenditure do not represent all
the liahilities incurred during the month and a comparison of same would not
lead to wny definite conclusion. TIn any case. the accounts for October 1949,
are not vet available,

(L} Tt ix not possible to estimate at present. ;

(¢) 'The informnation is heing colieeted and will be laid on the table of the
House in due course.

(d) A loan of Rs, 2 crores for the Bombay Government provided in the
Budget for 1949-50 for Industrial Housing, is not proposed to be given now.
The Centrusl Government have no information whether this will lead o any
reduction by the lrovincial Government in the allotment of loan for construetion
of houses. : :

(e) The Ministiyv of Rehabilitation have set up a Special Committee to advise
tnter clia on the manner and extent of grant of loans to Provinces for the con-
struction of houses for refugees,

Shri R. K. 8idhva: The Honourable Minister in reply to my question hae
stated that the detailed enouiry throughout the country will take some time,
but my question relates to the Central Government. My question ia how mueb
reduction has been caused in the expenditure of the Central Governmend
from January to October. Will the Honoursble Minister kindly give us the

approximate figure, if not the actual?
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A\l

The Eonourabie Dr. John Matthai: I thiuk 1 told the House in the course of

my speech on dewaluation what exactly is the total amount that we expected

30 save in Yevenue and capital expenditure. The Government of India, have

introduced schemes for the purpose of imp'ementing their policy. As far as I

sm in a position teday to give any figures, forty crores fcr 1949-50 ancl cighty
aores for the year 1950-51 are the amounts which we expect to save.

Shri BR. K. Sidhva: VMay I know how much actual retrénqhment hus been
eaused by the report of the Economy Committee that wns appointed, apart from
the other proposals?

The Honourable Dr. John Matthai: The actuul umouut of saving made during
the current vear iz not possible to arrive at because the monthly accounts of
expenditure. us T mentioned in myv answer, do not cover all the kubilities .incur-
red. Theretore I :nu uot at present in a position to give the exact figure to the
House.

8hri R. X. Sidbva: What is the recommendation of thut Committee? What
is the total .monnt that that Committee recommended for retrenchment?

The Honourable Dr. John Matthai: The propossls of thut Committee in the
first vear would have menut a saving of approximately 33 crores.

8hri R. K. Bidhva: Mav I know whetber thut Committee's veport will be
made availshle to the Mewmbersy

The Honourable Dr. John Matthai: 1 should be glad to pliace copies of the
report ut the chsposal of the House.

Shri Arun Chandra Guha: Muv I kizow what loans have beeu granted to the
West Bengal and Assum Goveroments for the consuruction of houses for refuge es?

The Honourable Dr. John Matthai: \s regnrds the loans for the construction
of houses for refugees. that is a matter which is the concern of the Ministry of
Relief and Rehabilitation. -

Sardar Hukam Singh: \May 1 know what poliey the Governme nt of Indin is

following in regard to retrenchment? Is if a question of merelr lnast come firs®
out, or i there any other consikleration? )

The Honourable Dr. John Matthai: Well. ax far s =aving is coucerned, the
Government s policy at present is to effect as much saving as possible without
eausing retrenchment on anyv large scale, because retrenchment on a large scale
is likely to crente social and political problems of o difficult charncter. but ib
all depends upon the fimncinl position of the Government: whether it is necessary
%0 go te the cxtent of effecting any large sale retrenchment.

8hri Mahavir Tysgi: Do these nmounts of forty crores nnd eighty crores which
are expected to e saved comprise enpital expenditure or revenue expenditure ?

The Honourable Dr. Jobn Matthai: It comprises both.

Shri Mahavir Tyagi: May T know if any reduction in the services also is con-
templated with regard tn that expenditure which is curtailed on account of capital
expenditure ?

The Honourable Dr. John Matthai: Necesarily a saving in eapital expenditure
will also meun a sacing in revenue expenditure.
Dr. P. 8. Deshmukh: Mav I know how many offices have been creited and
also the approximnte expenditure involved in connection therewith. ever since
e retrenchment drive hag* been undertaken?

The Hanoarabie Dr. w!’bhn Matthai: 1 am not aware of anv office created but,

zeqwgulg be vers dlad to provide the Honourable Member with the information
uired . i

o
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Shri M. Tirumala Bao: Has the attention of the Honourable Minister been
drawn to an article published in The Economist of London on the top-heaviness,
of the adinistration of the (_entre! Government and suggestiig a reduction?

The Honourable Dr. John Matthai: I have seen a report in the press of the
article which has appeared in The London Ecenomist. I would like to say that
as regords the articles relating to India which appear in this journsl, I am no%
in a position to judge the validity of their conclusions because they are not in
the habit of giving the evidence on which their conclusions are based. These
" are somewhat csoteric articles written with a certain squint in their eye. '

Shri H. V. Kamath: As a result of the retrenchment in the various Ministries
of the Government of India, how many men have been thrown out of employ-~
men{ during the last ten months?

The Honourable Dr. John Matthai: I have nect got the information ready
bere.

Oh. Rabbir Singh: T hope that whatever men are retrenched. the government
intends to switch thecm over to other production schemes. ete.?

The Honourable Dr. John Matthai: This general principle is acceptable to
government.

INDIAN DEFENCE MissioN’s ToUr

*65. Shri R. K. Sidhva: (a) Will the Honourable Mihiﬁter of Defence be
pleased to state whether the Indian Defence Mission’s tour to U.S.A., has been
ocompleted? - .

(b) If s0, what are the results of thix mission?

{c) What was the object of the mission and bave anv orders been placed
by the mission for arms and ammunition?

The Honourable Sardar Baldev Singh: (a) The Mission returned to India, om
22nd May. 1949,

(h) and (¢}, The ohject of the Mission was to study generally the Defence
Organisations of the countries visited by it, namely. U.K.. U.S.A., Canada and
Bwitzerland. v i

Shri R. K, Sidhva: Is it not a fact. Sir. that the authorities in America have
sdated that they would not be in a position to supply any military equipmen®
fo the Indinn Armyv in the near future because they require that equipment for
the Enropenn countries? Ts that correct? '

The Honourable Sardar Baldev Singh: It is not entirely correct.
Stri R. X. Sidhva: Mav I lnow, Sir, what is the correct position?

The Honourable Sarday Baldev Singh: The correct position is that some
materinls are avnilable, and other materials which are not available cannot be
made nvailable in the near future. Naturally they hawé to meet their own
requiréements first. When there is a surplus. we hope to get it.

Shri R. K, Sidhva: May T know when it will be forthcoming? 4

The Honourable Sardar Baldev Singh: T am not in a position to give tha¥
toformation. .

Shri R. K. Sidhva: Is it 2 fact that the Detence Secretary made a statemen:
In Ottawa that he was profoundly impressed bv the Canadian defence svstem
l!ght defence. and that if it could be adopted here. seven lakhs of men coul
be retrenched in the Indian Arm®. T want to know what kind of aquipmen§
Government. have ordered by which seven Inkhs of men could be refrenched?
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' ingh: i ference has
The Honourable Sardar Baldev Singh: The statement to which re
been made and which is supposed to have been made by the Defence Secretdry

has been contradicted.

Shri M. Tirumala R30: Are heads of Departments authorised to make state-
ments on Government policy?

The Honourable Sardar Baldev Singh: No, Sir.

Shri R. K. Sidhva: The Honourable Minister said that the statement referred
to has been contradicted. May I know by whom?

The Honourable Sardar Baldev 8ingh: The statement is attributed to the
Defence Secretary and naturally it was contradicted by bim,

\
DELEGATION TO SECOND WOBLD HEALTH ASSEMBLY

*56. 8hri R. K. Sidhva: (a) Will the Honourable Minister of Health be,
pleased to state the names of the members of the delegation who attended the
Second World Health Assembly of the World Health Organisation held in
Rome on 13th June, 1949?

(b) What were the important resolutions passed in this Conference and to
what extent will these be implemented as far as India is concerned?

(c) How many sittings of this Conference were held?

(d) What was the expenditure incurred by the Goverpment of India in
sending this Delegation?

The Honourable Rajkumari Amrit Kaur: (a) to (d). A statement giving the
information required is placed on ‘the table of the House (See Appendix IV,
annexure No. 1). .

Shri R. K. Sidhva: May I lmow, Sir, whether any of the meetings of this
Conference had to be adjourned for want of a quorum?

The Honourable Rajkumari Amrit Kaur: No, Sir.

Shri R. K. Sidhva: May I know, Sir, whether the Honourable Minister’s
attention has been drawn to a statement issued by the Minister of Health and
Local! Administration in the Government of Ceykn to the effect that some of
the meetings were deprived of the quorum, owing to the absence of cerfain
members who seemed to be more interested in sight-seeing than in attending
the session?

The Honourable Rajkumari Amrit Kaur: I may say, speaking on behalf of
the Indian delegation that we were never absent from any of the meetings.

8hri R. K. Sidhva: I want to know who were the members of the delegations
who attended these meetings?

The Honourable Rajkumari Amrit Kanr: That: is not inforrration that I can
furnish to the Hondurable Member. :

Mr. Speaker: The Honourable Member is going into unnecessarv details.
He is proceeding with a cross-examination and not asking for any information.
Shri H. V. Kamath: What is India’s annual contribution to the W.H.O.?

The HOnourable Rajkumari Amrit Kaur: India pays to the W.H.O. according
to the schedule which is laid down by the United Nations for and on behalf of
all the countries. As to how much we pay to W.H.C... India has been paving
about six lakhs a year. ’

Shri . V. Kamath: Is India’s representation on the W.H,O. or its executive
commensurate with tBe contribution that she pays to the organisation?
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-The Honourable Bajkumari Amrit Kaur: The benefits that India derivee

from W.H.O. are very much more than what she pays.

Shri Deshbandhu Gupts: May | ssk the Haenourable Minister to give vbe
informmntion in reply to part (b) as it involves one figure?

The Honoursbie Rajkumari Amrit Kaur: Rs. 12,000,

8hri Arun Obandrs Guha: May 1 know what are the benefits that India has
derived hLy utténding the WH.O ?

The Honourable Rajknmar Amrit Kaur: 1 think it will be best for me
perhups to circulute o ymall wote s w what the W.H.O. does for India, but
_ at the moment. wr huve four teurnx working in Indias, one tesm for V. D., one
materiity child welfare team ete. and in addition we are getting 15 scholarshipe
for cur people to go abroad for further studies.

Shri H. V. Kamath: In the delegation referred to in past (a) of the question,
‘wis uny member of the Honse included apact from the Honourable Minister
beruetf:!

The Honourable Rajkumari Amrit Kaur: | muy say for the informution of the
Hewse that delegntes to this Conference could ouly be members of the medical
proferwsion or those counected with medical administration in any eountry.

8hrimati G. Durgabal: May [ know {rom the Honourable Minister whether
it in u fner that reccutly the W H.O. hys contributed to the Tuberculosis Fund

whieh has been started in Indin?  1f go. what ig the amount?

The Honoursble Rajkumari Amrit Kaur: |t ix wroug to say that. the W.H.O.
bas contributed a certain amownt. 1t is the United Nations International
Clildrean's Emergency fund that has contributed this sear $75,000 of which a
sum is heing spent on Tuherouloms aid 1 hope to get mare for Tuberculosis
nt'xt vesr from them,

8ari R. K, Bidhva: The Honourable Minister stuted that the cost was
Rs. 12000 May I know whether that represents the total cost or was some
other nmownt contributed by the W.H.0.?

The Honourable Rajkumari Amrlt Kaur: Rs. 12,000 refers to the expenditure
on the Deulegation which is the question that | was asked. Now the econtri-
hution of Tudin to the Organization comes under another category and 1 have
alrendy replied to that question.

Sbri Arun Obandra Guba: May I nsk the Honourable Minister where
these nnite are situated i the country, in which part of the country?

The Honourable Rajkumari Amrit Xawr: Of the Malnarin units one is in
Madras. one in Mysore. one in Orissn and one in the Niepal Terai area in the U.P.

Begum Alzaz Rasnl: Mayx I usk whether the teams just mentiomed by the
Ronournble Minister are working free of payment? )

The Honourshle Rajkumari Amrit Kaur: The cost of the. teams work out at
approximately #0:50, i.e.. 50 per cent. to be given by the W.H.0. and 50 per
cent. expenditure undertaken by the Govermment of India.

PrE-FaBRIOATED HOUSES

*87. Bhri R. K. BMhva: (a) Will the Honourable Minister of Health be
pleased to state when pre-fabricated bouses will be manufactured by the factory
mstalled in India?

(b) Is it & fact that their manufacinre has been delayed and if so. what

sre the Yeasons therefor?
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c) What will be the total output of houses per day and how are these
kkely to be digposed of? L
@) Have Government any definite programme snd plan for the atilis tion
of these houses when manufactured?

The Honoursble Rajkumari Amrit Kaar: (&) It is hoped that the factory
will be able to start. production early in 1950.

(b) Yes. The delay in the manufacture of howes has been due to the
foliowing rcasons:

(i) The dock strike in England and congestion in the Bombay Hatbeur
delayed the arrival of machinery in Delhi; (ii) Difficulties in the
supplies of essential raw materials have delayed the execution of
orders placed with the Indian machinery manufucturers; and (i)
The technicul personne! required have not Lieen reudily available.

(¢) and (d). Sixteen houses per day when the tacta’y is in full production.*
A statement showing the procedure far allotment of the houses when mamnu-
factured is placed on the table of the House. (Se¢e Appendix IV, annexure No. 2).

8hri B. K. Sidhva: The Honourabie Minister stuted that when the machinery
arrived in Bombay Harbour there was delay due to congestion. May [ kuow
on what day they arrived and when they were delivered here iy Ddhi.

The Haonourable Rajkamari Amrit Kaur: I cancot give the actual date of
the arrival, but I believe they arrived sometinic tow:rds the end of June and
when I arrived back from Ewope at the end of July, they were still there and
delivery had not been possible. They came here early in August.

Shri B. K. Sidbva: Is it not n fact that there is no congestion in the Bombay
dccks since the end of July? -

The Honourable Rajkumari Amrit Xaur: Yes, but my dates were that they
arrived somewhere in Juie und they were released towards the end of .July
and arrived in Delhi in August.

Dz. P. 8. Deshmukh: Ic the retrnchment drive, Sir. &@kulated to have
any healthy repercussions on the programene for pre-fabricated Houses? What
is the origimal capital cost and what is the present cost likely to be when it is
eompleted ?

The Honourable Rajkumari Amrit Kaur: These questious have beean answered
very many times before in this House. The capital expenditure on this factory
was in the neighbourhod of 60 to 70 lakhs and the current Budget expenditure
is in the neighbourhood ~f 50 lakhs and next year it will he very much less.

Snr; H. V. Kamath: Is it a fact, Sir, that the prefabricated houses scheme
was submitted by the present Mansging Director of the Howing Factory to
¥he Mysore Government some years ago and the Mysore Government dis-
earded it ? ‘

The Hovourable Rajkumari Amrit Kaur: That, is not the case.

Mr, Prank Anthouy: Have any tests been made to ascertain whether these
pre-fabnca ted Houses are suitable for the extremes of climate in Tndia?

., .The BHonOursbie Bafkumart Amrit Kaur: Due precautions were tsken and
1% 18 the oppmon of the Government that these houses will he ahsolutely all
right for the Indian climate.

Shri H. V. Kamsath: On the Board of Directors of the Housing factory, is
# a fact that apart from the Managing Director, there ic no expert engineer?

_Mr. Spesker: Order, order. The Honourable Member is introdwing =0 many
Wferences in this maiter.
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«8hri Mahavir Tyagl: May I know how the Honourable Minister hag managed
to keep the scheme from the retrenching eye of the Finance Mlnlsber?‘

Shri H. V. Kamath: Have any experte been recently brought to India fram
England so expedite the work of the factory?

The Honourable Rajkumari Amrit Kaar; No, Sir, except the technical
personncl that luve come according to the agreement signed with the factory.

Shri B. K. Sidhva: Hus any royalty to be paid to the contractors and if
80, what s the amount of royvalty?

. The Houourable Rajkumari Amrit Kaur: There is no royalty paid to the
contraetors.
8bri Jainarain Vyas: Moy 1 ask the Hounourable Minister whether she knows

that the Jine-gunnite houses constructed at Erinpura and other places are
oheaper-than the prefabricated houses? .

M. 8neaker: Order, order.

Shri R. K. Sidhva: The Honourable Miuister stated that there was no
roynlty bnt on un examiuation of the agreement here I find that the licensee
gets n royalty varying from Rs. 5 per square to Rs. 4 per square. May 1 kmow
whether that is correct or what c<he stated i< correct? 8he said that there is
no rovalty, hul the agreement savs a rovalty hss to be paid. -

Shri L. Krishnaswam! Bharathi: \What is it that the Honourable :Member
is reading from? ;

8urt R. K. Sidhva: T am reading from the agreement executed by the Con.
tractors nnd this is an agreement entered into between the manufacturers and
the Government of India.

Mr. Speaker: He will get tlie information later.

Navat SHIPS

4*58, 8hri R. K. 8idhva: (a) Will the Honourable Minister of Defence be
¥leaeed to state the number of naval ships purchased by the Government of
ndin duwring the vear 19492 How many ships have actually arrived and how
many are vet to arrive in India?
(b) Tow many of these are destroyvers. how many cruisers and how many
belong to nther categories? .
(¢} Whui is the total number of such wunval ships purchased after the
Tndependenee from foreign countries and what is their total value?

The Honourable Sardar Baldev Singh: (a) and (b). Three Destroyers. They
are expected in India within the next month or two.

{e) The total nuznber of ships acquired after Independence is seven. Their
total value is sbout Re. 248 lakhs,

Privir,egE TickET ORDEES

*59, Shri Mahavir Tyagi: (a) Will the Honourable Minister of Home Affairg
be pleased to state the cireumstances under which privilege ticket orders
@.T.0.) wre issued to the employees of the Government of India? -

{) What is the total nmount spent by Government during the period from
Ist April. 1948 to Blst March, 1949 on this item? -

(¢} What was the number of emplovees and their relatives who availed off
$his privilege? :

t Answer to this guestion laid on the table, the questioner ha;ing exhausted his quota.
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The Honourable Sardar Vallabhbhai Patel: (a) The P.T.O. concession was
introduced on the recommendation of the Central Pay Commission to enxble
the civil Central Government servants to travel once a vear for rest and
recreation. The concession has since been suspended for one year witlt effeot

from the 5th October, 1949.

b) and (c). The information is not readilv available.

Sardar Hubam Singh: How much money has been saved on aceount of the
suspension of the P.T.0 concession?

The Honourable Sardar Vallabhbhai Patel: The information is not available.

GoLp SMUGGLING =

*60. Dr. Mono Mohon Dag: (a) Wnll the Honourable Minister of Finance be
pleased te state as to how mauny cases of smuggling of gold into India have been
detected from 15th August, 1947 to date? 5 g

(b) What is the total amount of gold recovered from smugglers?

(¢) Howv many Indians and non-Indisns have been convicted for gold
smuggliug ?

(d) Which are the main ports of India. where gold smuggling is carried
on?

The Honourable Dr. John Matthaj: (a) 751 cases of smuggling of gold into
India were detected frormn the 15th August, 1947 to the 80th September, 1949.

{b) The total quantit:y of gold recovered during the period was 79.030 tolas.

(¢} Indians—402; Non-Indians—231.

() The main ports through which gold $muggling is carried on are Bombay
and Calcutta. .

Dr. Mono Mohou Das: What are the factors which inspire these gentlemen °
to carrv on smuggling activities?

Mr. Speaker: The Honourable Minister does not know the mind of the
gentlemen concerned. The Honourable Member oan ask fordnformstion if any.

Shri R. K. Sidhva: What is the amount of gold recovered?

Mr. Speaker: The Honourable Minister said that it was 70,000 tolas.

Major GENErAL ErL EDER0OS

*61, Dr. Mono Mohon Das: (a) Will the Honourable Minister of States be
pleased to state whether Major General El Edroos is still in Hyderabad ?

(b) If so, is he still holding the -ame post in the Hyderabad Army which
he held before?

The Honourabls Sardar Vallabhbhai Patel: (a) Yes.

(b) No. He has retired from the Hyderabad Army with effect from 1s
October. 1949.

Dr. Mono Mohon Das: Was there any service term between the Nizam
Qovernment and Maj.-Gen. El Edroos?

The Hobourable Sardar Vallabhbhai Patel: He was in the regular service
of the Hyderabad Government.
Hyzﬁ; bl::i)‘?o Mohon Das: May I know whether he has left anv property ir{

The Honourable Sardar Vallabhbhai Patel: Not *hat T know of. He bss
»o immovable propery.
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guri H. V. Eamath: How mony officers snd men who served in the
Hyderabad army before our police actiou still continue to serve in that State’s

armed forces?

‘lzle Honourable Sardar Vallabhbbai Patel: That question does not arise out
of this

ORIGINAL WRITINGS OF MAHATMA GANDHI

*82. Dr. Mono Mohon Das: (a) Will the Honourable Minister of Kducation
be plesised to state whether the original writings of Mahatma Gandhi have
been placed in the National Archives of India?

(b) Is it the policy of Guvermmnent to. preserve the original writings of
great Indian writers in the National Archives of India.?

The Honourable Shri Satyanarayan Sinha (Minister of State for Parlivineutury
Affairs): (a) No, Sir.

(b) Mo, Sir. The primmary object vf the Nutionu! Archives is the preservation,
publication and study of records of the (Government of Indix.

Dr. Mono Mohon Das: Max | know whether any urrangement has been
made for the exhibition of the original writings of Mahatma Gandhi?

The Honourable Shri Satyanarayan Sinha: Ycs, Sir. 1'or <ome tine past
the Government has been considering the collection of his writings for the
National Archives of India but the Memorial Trust which was consulted m
the matter have decided to establich a national 1useum where they are going
to collect all the writings and other materials relating to Mahatma Gandhi.

Dr. Mono Mohon Dsa: Do (ioverntient jpopose fo make some provision
for the collection and preservution of the writings of other great authors of
this country ?

The Honourable Shri Satyanarayan Sinha: No. At present necommodation
is not nvnilable in the Nationnl Archives.

Ch. Ranbir Singh: o Government propose to make some contribution to
the Memorial Trust for it?

The Honourable Shri Satyanarayan Sinha: 1 do not think it stauds in need
of any.

8hri Ajit Prasad Jain: Ts there not any building available which may be
added tn the National Archives. where papers and documents may be lodged?

Mr. Speaker: Tt does not arise out of this question.

HomoeoraTHIC EXQUieY COMMITTEE

+63, Shr Satis Chandra Samanta: (a) Will the Honourable Minister of
Health be pleased to state when the repert suhmitted by the Homoeopathie
Enquiry Committee is going to be published ?

(b) What are the main recommendations of the Com'mitte'e?

(¢} What steps do Government propose to take to implement their recom-
mendations ?

The Honourable Rajkumari Amrit Kaur: (a) The report of the Homoeopathie
Enquiry Committee was publirshed on the 17th October. 1949.

(b) The main points in the report :nre summarised at pages 54 to 73 of the
Report copies of which are available in the Iibrary of the House.

(¢) The Report is under consideration and a decision regardmg the action
4o he taken will he reached as soon as possible.
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Shri H. V. Kamath: Has the report been brought up before the Standing
Committee of the Ministry of Health?

The Honowrzble Rajkumari Amrit Eaur: Not yet.

Shri H. V. Kamath: Why not” )

Shri Deshbandhu Gupta: How long will it take Government 1 form their-
epinion ? ' _

The Honourable Rajkumari Amrit Kaur: Government will &ry to be a8
expedition ax possihle n this regord

Shri R. K. Sidhva: What is the meaning of “‘as expeditions aa possible’
in the Coveinment dietionary ?

An Honourable Member: Tcn vears!

Shri M. Tirumala Rao: \What is the agency which considers this report in
the Ministry of Henlth? Are tbere :ny experts in Homoeopathy in the Health
Ministry tu consider the report?

The Honourable Rajkumari Amrit Kaur: The committee that was appointed
had homoenpaths serving ou it and as such the report naturally contains the
opinion of homccopathe The Govermnent consider the report at the Centre
and it is circulntedd to all provinces for their consideration. As soon as their

replies ure received further consideration is given and the Standing Committee.
of the Ministry of Health is also then consulted.

I.AS. axp LP.S.

*64. Shri Satis Ohandra Samanta: (a) Will the Honourable Minister of
Home Afiains be pleased to state she numboer of (i) candidates who have appear-
ed for the T.A.8. and I.P.S. examinations: since 1947; and (i) successful
candidates” .

b) What is the number absorbed in the udministration (i) from successful
candidates; and (ii) by nomination ?
The Honourable Sardar Vallabhbhai Patel: (a) and (b). X statement giving

the information is laid on the table of the House {S¢¢ Appendix IV. annexure
No. 3).

*
NaTioxaL CADET CoORPS

*g85. Shri H. V. Kamath: Will the Honourable Minister of Defence be
pleased to state:

(a) the present strength of the senior and junior divisions of the National
Cadet Corps, in each of the provinces;

(b) whether the Corps bas been organized in any of the States:; if not
why not: and

(¢) whether the Girls’ Divisionr of the National Cadet Corps will be
organized shortly,” and if so, when?

The Honourable Sardar Baldev Singh: (a) I lay a statement on the tsble of
the House. (Se¢ Appendix IV, annexure No. 4.)

(h) The N.C.C. haz been organized in all 8tates exoept the Patiala and
Bast Punjab Stutes Union, Hyderabad and Kashmir. The P.E.P.S.U. Gov-
ernment will be raising their units in 1950.

(c) Three units of the Girls’ Division have been raised this year in Caloutta,
Nagpur and Ludhiana as an experimental measure in the first instance.

Shri H. V. Eamath: What has been the response to the orgsnisation of
the Girls’ Division? ®fow many girls have joined?
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‘The Homourable Sardar Baldev Singh: The total number that was required
to constitute these units has been forthcoming and there hae been no difficulty.

Shri H. V. Kamath: How many women were trained at headquarters for
this corps? ‘

The Hounourable Sardar Baidev 8ingh: oue were trained at the headquarters
except the instructors, 1t is not pessible for me to give the number of officers
who were trained at the headquarters but if the honourable member wishes
to know I shail get the information.

_ Sprimati @. Durgabai: May 1 know whether the girls that are enrolled to
. the N.C.C. units are only from the high schools or colleges or is the help of
other women’s organisations sought in the matter?

The Honourable Sardar Baldev Singh: It depends on the division. If they
are required in the junmior division they are enrolled from schools and if for
the venior divigion they are enrolled from the colleges,

8hri Ajit Prasad Jain: What is the scope of the word ‘‘girl’’ here? What
is the age spun included there? Does it include spinsters also?

Shrt Arun Obandra Guba: Do the Goverrment consider the political inclina-
tion or affiliation of the recruits before taking them on the N.C.C.

The Honourable Sardar Baldev Singh: I do not know what the honourable
member means by political inclinations but certainly some kind of scrutiny
is made. But as far as the National Cadet Corps is concerned we are not very
particular, because it is not a regular enrolment in the armed forces.

Sardar Bhopinder Singh Man: Why has the N.C.C. so far not been organised
in the P.EP.S.U.2 ; :

The Honourable Sardar Baldev Singh: There are so many difficulties. First
of all we bave got to train the Instructors. Unless the instructors are avail-

able the scheme cannot be started.

| Shri H, V. Kamath: Is the kind of training imparted to girls different from
| that imparted to boys?
The Hanourable Sardar Baldev Singh: Yes, certainly.

Mr. Speaker: Honourable Members will not begin to ask questions unless
they are called upon: otherwise it creates a great deal of difficulty.

Shrimati G. Durgabai: Is it the intenlion of the Government to confine the
enrolment only to high schools and colleges? Will the Honourable Minister
consider the desirability of consulting the All-India Women’s Conference so

as to give an impetus to the enrolment?

The Honourable Sardar Baldev Singh: The Honourable member’s question
is not quite clear. When this Bill was introduced in this House I made it
quite clear that in tke beginning we have to confine the enrolment to schools
and colleges. When the experiment has succeeded we can then think of

expanding the scope.

Oh. Ranbir Singh: Do the Government propose to help the P.E.P.S.U. to
orgonise the N.C.C.?

The Honourable Sardar Baldev Singh: I have stated in reply to part (b) of
the question that the P.E.P.S.U. Government is organising one unit in 1950.

Shri M. Tirumals B80: Will Government consider the desirability of recruit-
ing girle from institutions other than recognised schools who are conducting
educational institutions?

The Honourable Sirdse Bsldev Singh: It all depends on where the unit

bas been started. All the local colleges or schools can certainly take part in it.

1
f
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Shri Mahavir Tyagi: Is there any possibility of the rural boys also participat-
jng in the scheme?

The Honourable Sardar Baldev Singh: Yes, if the rural boys are studying
in those schools.

Shri §. V. Erishnamoorthy Bao: May I lmow why Girls’ Divisions have not
beer organised in South India?
* The Honourable Sardar Baldev Singh: There is no restriction in starting
Girls’ Divisions auywhere. The ditticulty is about Instructors. When
Jnstructors are available and the experiment of raising the Girls’ Division is

successful in these three places we will start it in South India and at other
places also.

l a
WorLp BaNg Loaw

*66. Shri H. V. Kamath: Will the Honourable Minister of tinance be_
pleased to state:

{(a) whether it is a fact that loans have been granted by the World Rank
to India recently;

(b) if so, the amount of each loan, and the terms on which each has been
advanoed, and

(c) the purposes for which the loans will be utilized by Government?

. The Honourable Dr. Jobn Matthai: (a) to (¢). As the Honourable Member

is aware, I am brmgmg a motion for consideration, déaling with our Joan trans-

actions with the International Bank before the House and in the course of

discussion of that motion. I shall deal with the points raised in this question.
Shri R. K. Sidhva: May I know the rate of interest?

Mr. Speaker: That will be left to the motidn.

CommoN CoMmmonweaLTH CoMMERCIAL PoLIicY

*@7. Shn R. L. Malviya: (a) Will the Honourable Minigter of Finance be
pleased to state if there has recently been any exchange of notes between the
Governments of India and Pakistan on devaluation of the rupee?

(b) Has any decision been reached on the subject?

(c) Have the Government of India beer approached by other common-
wealth countries with a view to formulate a common commercial policy %o
face problems arising out of devaluation?

(d) If so, will any steps be taken accordingly?

- The'Honourable Dr. John Matthai: (a) and (b). Some communications have
been exchanged and informal talks have taken place on the subject of holdlng
an Inter-Dominion Conference to consider the issues arising out of Pakistan’s
decision. The mapter is still under correspondence.

' (¢) No, Sir.
(d) Does not arise.

.
SALE oF GoLp

*68, Shri R. L. Malviye: Will the Honourable Minister of Finance be
pleased to state whether there has been any depreciasion in bullion prices on
account of the recent gpen market operations by the Reserve Bank of India?

‘The Honourable Dr. John Matthai: Bullion prices have fallen by abouf

Rs 25 per 100 tolas in the case of silver and ahout Rs. 4 per tola in the cage
of gold. ©
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ELEcTORAL ROLLS IN HYDEXRARBRAD

1+69, Seth Govind Das: Will the Honourahle Minister of States be pleased
1o state: .
{n) whether it is & fact that ekctoral rolls for the eleztion $o the Consti-
toent Assembly sre ready in Hyderabad; -

th) whether it is u fact that conditions have retwroed to normal in the

State ; and .
te) il <o, what steps are  (Government taking to bdd clections to the
» Constituent  Assembly of Hydersnbad?

The Honourable Sardar Vallabhbhai Patel: {8) The eketoined rolls are almoeé
complote,

iy Yes,

(¢} All necessry stops are leing takei: to bold the elections to the Comste
ment Axseinbly of Hadernbad by Mareh 19540

NEPOTISM IN STATESN

170, Seth Govind Das: Wik the Honowuble Minister of States be pleased
o ~tate:
¢aj whether Government are swure that many public. appointmente made

in the integented States and the Unions of such States are not based on any

sompetitive exarvination or suitable selection according to establiebed

practices; amdd
(b) the steps the States Mjuistry propose to take to safegnard appoink-
ment. of vffcient officers hy established practices ?

The Hogourable Sardar Vallabhbhai Patel: (s) | am not clear whether the
Honouruble Member isx referring to estublished practice in the Irovinces or
in the States.  As fw a8 | mn aware, the appointments have been made im
aocor(l with the uvstnblished. prectice in the States. The Honourable Membes
ts doubtless nware that m w Jagge mujority of the “States. the system of recruit-

ment. by competitive examination did not exist.

{h) The Governments of these Unions have, agreed to take part in the
ssheme for the exteusion of the Indinn Administrative Service and to this
extent, in due course. @ certnin numbe of posts in each Union will be filled
hy recruits to the lindim Administrative Service. For the rest a Publis
Services Commission hus heeu established in all the Unions. except Vindhya
Pradesh. These ¢‘oitunissions have been entrusted with the necessary powers
wnder properly frmmed rules and the Government. of India have taken adequate
steps. to see that the Commissions’ work is effective. The appdntment of
the Chainmn snd Memmber of the Publie Service Commission in each Union
will be made by or witl: the approval of the Government of India. Pending a
decision ou the fuwe of Vindhysn Prndesh, a Public Rervice Commission has

not vet been formed in that Uniam,

EivxoroRAL Roris IN STATES

. *71. Seth Govind Das: \Vill the Honourable Minister of States be pleased
to state the steps beiny taken by the Government of India to get eleckura!
rolls prepared in the vorious States and Statex Unions and the time by whick

alections ere expected to take place there? '
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The Honourable Sardar Vallabhbhai Patel: Apparently the ' Honourable
Member is referring to elections under the new Constitution. It is understood
that instructions in regard to the preparation of electoral rolls have been issued
by the Secretariat of the Constituent Assembly and that progress is satisfactory.

Ecoxomy 1N MINISTRY OF DEFENCE

*72. Shri Basanta Kumar Das: (a) Will the Honourable Minister of Defence
he pleased to state whether any measures of economy have been introduced in
the Ministry of Defence?

(b) If the answer to part (a) above be in the affirmative, what ave the
particular items affected and what are the respective amounts saved?

The Honourable Sardar Baldev Singh: (a) Yes:

(b) The Ministry of Defence is subject to the same cuts and economies as
are enforced in the case of all other Ministries of the Central Government,
namely 5 per cent. on pay and allowances and 10 per cent. on Travelling Allow-
ances and Contingencies. Every effort will be made to secure further econo-
mies if they are found to be possible.

(W)
Shri H. V. Kamath: Is the Honourable Minister in a position to assure the
House that any economies effected with regard to the Army will not lead to
a deterioration in the efficiency or morale of the Army?

The Honourable Sardar Baldev Singh: Yes, Sir. That is the first considera-
tion.
Shri Mohan Lal Gautam: Is it not a fact that the ques:tion of economy in

this Department is under the consideration of the Standing Committee of the
Legislature for Defence?

The Honourable Sardar Baldev Singh: I am not aware of any such pro-
posal. But the economies have already been effected, and as I have stated,
the general economy rule of 5 per cent. and 10 per cent. applies to this Minis-

try also.

Proi. N. G. Ranga: How much does it come to? What is the estimate of
the approximate economy?

The Honourable Sardar Baldev Singh: I have not got the approximate figures
here. And it will be difficult for mg to give the figures straightaway. I will
be possible after a month or two when we have the actual figures.

Shri Basanta Kumar Das: Has there been any reduction in the staff?

The Honourable Sardar Baldev Singh: "Economy includes to some’ extent
reduction in staff also.

Dr. Mono Mohon Das: May I know which of the three units of the Defence

Forces—the Army, the Navy and the Air Force—has suffered or has

SO been
affected most by this financial cut?

The Honourable Sardar Baldev Singh: If the Honourable Member will refer
to the question ‘t onlv asks for information about the economy effected in the
DNefence Ministry and not in the three units of the Defence Forces.

Shrimati Renuka Ray: May I ask what attempts have been made to bring
about any economy in the Supply Stores Wthh consume a considerable portion
of Defence expenditure?

The Honourable Sardar Baldev Singh: There are no Supply Stores as far as

the Min'stry of Defence is concerned. This question should be addressed to
the proper T\Imlstly

~
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Mr. Prank Anthony: Is it a fact that because of the false ecoomy in the
matter of officers’ salaries which is practised, the number of offences suwch as
ruisitppopriaton of money is on the increase among officers of the Indian Army?

The Honoumble Sardar Baldev Singh: This question does not cover the
salarics of the officers—it refers to the Defence Ministry only.

8hri Aron Chandra Guba: ls there any proposa‘l to retench temporary com-
1:ksioned officers?

The Honoumble Sardar Baldev Singh: 1 am aot aware of any proposal for
the retrenchment of officers holding temporary commissions. But such offi-
~ers a8 are surplus to our requirements are naturally retrenched.

BaANgE FAILURES

. #78, Bhri Arun Ohandra Guha: (a) Will the Homourable Minigter of Finance
ve pleased to state the number of scheduled banke that have suspended their
activities in West Bergal?

(b) How many of theee have gone into liquidation and how many are
unler momtornm?

(c) What 18 the amount of the deposite inwlved in those banks and
what i the number of depositozs?

(d) What were the assets of thoese banke when they had stopped
payments’

(e) Have Government enquired into the cause of these bank failures?

(f) Hax any Managing Diwector, or Manéger or the principal officer of
theee, baoks been prosecuted ?

(g) Has any enquiry into the priwate assets of theee men been made?

The Honourable Dr. John Matthaj: @) Five 8Scheduled Banks have
suspended pavment in West Berngal since September, 1948.

(b) According to the information available, the Calkutta High Court has
dirncted the winding up of one bank and has paseed orders directing the appoint-
ment of liquidators in respect of three other banke without prejudice to the
questibn of sunctioning their schemes of armngement with the creditors and
sharebolders. One bank is at present working under moratoium pending
sanctbn of & scheme of arrangement.

(c) Iformation regarding the number of depositors is not available but
the total amount of deposite in India involved in these banks is about Rs. 538.15
lakhs.

(d) The tota) 9ook value of the aseets of the five banks in India was about
Rs. 672.66 lakhs, but the realisable value of these aseets is probably much less.

(e) The main causes for the failure of these banks were ‘lack of experie nce
and trained etaff, overextended loan portfolios, policy of reckless branch
expansion, declamtion of high ratee of dividend despite poor reserves and lamge
capitalieed expenses, speculative transactions in Government securities, and
unsound policy followed in gmnting loans and advances.

(f) According to a press report the Mamging Director, Cashier and General
Manager of one Bank, abng with five others, are being prosecuted by the
Calcutta police for committing acts of miea ppropriation” of the bank’s funds
to the extent of Rs. 181.22 lakhe Governmes$ have no infarmation in respect
of the other four banks.

{g) Gownunent have no information. o
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Shri Arun Ohandra @Guha: The Honourable Minister has stated that the
»roposal for the reorganisation of one bank is now under comnsideration. Will
be Government see that this bank, if revived, is not placed under the same
ld management?.

The Honourable Dr. John Maithai: Whlch bank is the Honourable Member
eferring to?

Mr. Speaker: The one under meratorium.

The Honourable Dr. John Matthai: As far as that is concemed they pro-
osed a scheme of arrangement which has been rejected by the Reserve Bank.

ghri Arun Ohandra Guha: What about the other banks now under mors-
orium? :
; The Honourable Dr. John Matthai: There is only one bank now under
noratorium. As I- stated in my answer, one bank has been directed to be’
sound up. There are three banks in respect of which liquidators have been
ppointed.

‘ Shri Arun Chandra Guha: What is the arrangement with regard to the banke
vhich have not yet been ordered to be wound up?

The Honourable Dr. John Matthai: As regards the three banks, schemes of
rrangement with the creditors and shareholders have been approved by the
leserve Bank of India, but orders of the High Court are being awaited.

Shri Arun Ohandra Guha: Even in those cases, if those banks are revived,
/il Government see that the same old management is not put in charge?

Mr. Speaker: Order, order. The question is hypothetical.

Sardar Bhopinder Singh Man: Is it a fact that the non-payment of pre-
»artition dues by the Government of India to these banks has resulted in many
ases to their failure ?

The Honourable Dr. John Maithai: I am not aware of it.

Prof. N. G. Ranga: What steps were taken by the Reserve Baak of India
a order to see that these banks would not fail in the manner in which they
iave failed—considering the fact that the Reserve Bank of India must have
wown the defects to which the Honourable Minister h#d alluded.

The Honourable Dr. John Matthai: As a matter of fact, the position with
¢gard to these banks is this. All these irregularities occurred before we passed
e Banking Companies Act here. 'The Banking Companies Act mow confers
fpon th: Reserve Bank, iu my opinion, effective powers in order to prevent
ppenings of this kind in future,

' Prof. N. @ Banga: Whose is the responsibilitv to see whether the others
J80 could not be prosecuted and brought to book in the same way as the
danagers and other people of the one bank had been prosecuted?

The Honourable Dr. John Matthai: That is a matter that rests eatirely with
he West Bengal Government and the Calcutta High Court.

} Shri Arun Ohandrs Guha: Will the Government press upon the West
3engal Government the urgency of the case so that they may take up enquiry
gto all these cases?

Mr. Speaker: Order, order. He is making a suggestion for action. He
Jight ask for information,

Shri B. K. Sidhva: May I ask whether the Reserve Bank bad made any
pection of this bank and if so with what result? Did they make any note
iPring their inspection as requited under the Reserve Bank Act?
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The Honourable Pr. Jobn Matibai: These banks suspended paymests before
the Baoking Companies Aot came into operation. 8inoce then the Reserve
Bank has conducted a thorough inspection of all these banke and the causes
that I mentioned in my reply for the failure of these banke are a summary of
the report submitted by the Reaerve Bank inspector.

8bri R. K, 8idhva: May I know whether prior to the failure of these banks
the inspector hae carried out inspeotion?

r. Bpeaker: The position has been explained. The causes for faflure came
inso existence prior to the passing of the Banking Companiee Act which gave
powers to the Reeerve Bank to inspeos

Shri M. Tirumala Bao: May we know the name of the Bank whose directors
beve misappropriated about Rs. 180 lakhs? s

The Hanourshle Dr. John Matthal: It is the Calcutta Commercml Bapk.

Shri Arun Obandra Guha: Is the Government satisfied that there was no
caee of male fides on the part of the Managers or Mansaging Directors of those
banhs ?

M. @peakwr: Order, ordaer, a queéstion Of opinion again.

Shr! Fimorimoan Tripathi: In the csas of banks under liquidstion, what
eteps do (GGovernment propose to take to expedite liquidation and thue safe-
guard the intereste of the depositors?

Mr. Speaker: The matter is sub judice. It is entirely in the hands of the
High Court.

S8ardar Bhopinder Singh Man: Is there any information as to the number
of non-scheduled banks that have collapsed in West Bengal?

The Honourabie Dr. John Matthai: I have no information.

Shri Arun Ohandra Guha: The Henourable Minister has given figures to
show that the book value of the assets of these banks is rather higher than
the total deposits. Will the Government see that the depositors may get their
proportionate share from this money?

Mr. Speaker: It is not a matter for Government. The matter is sub judice,
liquidation proceedings are taking place and the High Court will do the whole
thing now.

Shri Arun Ohandm ‘@uba: Sir, during the liguidation process the entire
agsets may he eaten up.

My. 8peake?: Order, order. Whatever It is, it is a matter for the High Cour4.

Shri Arun Ohandra Gubka: The Reserve Bank snd the Government of Indiz
can interfere.

‘Mr. Speaker: No arguments on that. He may put questions asking for in-
furmation.

AYURVEDIO SYSTEM

*74. Shri Kshorimohan Tripathi: (a) Will the Honourable Minister of Health
be pleased to state whether the Government of India have taken any decision
to recognise the Ayurvedic System of Medicine and to provide facilities for
training in Ayurveda to those who desire?

(b) What weve the ealient features of the recommendations of the
Chopra Committee as regarde recognising Ayurveda as a System of Medicine~
in India?

H) Hcw many of the myembegs, if amy, on the Chopra Committee were
purelly Ayurvedic phyaieians? ¢
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The Bonowradble Rafkumeri Ammt Euar: (a) A statement showing the views
of the Government of India on the main recommendations of the Chopra Com-
mittee is placed on the zable of the House. (S¢e¢ Appendix IV, anuexure No. 5).°
The Governmeits of the provinces and Stateg ane being consulted.

(b} A summary of the recommendations of the Chopra Committee will be
found in Chapter XIII of Vol. I of their report copies of which are available in the
Library of the House.

(c) The attention of the Honourable Member is invited to the replies given
by me to part (b) of Starred Questions Nos. 74 and 85 asked by Dr. V. Subra-
maniam and Shri R. V. Dhulekar on the 19th November, 1947.

y Shri Kishorimohan Tripathi: Has the Committee specifically recommended
the establishment of a Government Research Institute for carrving on research

in Ayurveda?
' The Honourable Bajlumari Amrit Ksur: That is one of the recommendations.

Shri DeshbandRu Gupta: Have Government formulated their views about
these recommendsizons ?

The Honoursble Rajkumari Amrit Kaur: I have just stated in reply to part
(a) that a statement showing the views of the Governmeat of Indie on the main
recommendations is placed on the table of the House.

Shri M. Tiramala Rao: With regard to part (b), the Honourable Minister
stated that Government are consulting the Provincial Governments. Are
Government aware that the Minister in charge of Health in the Madras Province
is a confitmed and unreienting opponent of Ayurveda and no useful purpose will
be served?

Mr. Speaker: Ocder. order. I would not allow that question.

Shri P. T. Chacko: As regards the facilities, may I know whether Govern-
ment are maintaining any garden where medicinal plants are grown ?

The Homourable Rajkumari Amrt Eaur: The Central Government is no
maintaining any such garden. ¢

Shri H. V. KRamath: Does the Government propose to provide any facilities
or grant for research in well-established Ayurvedic Universities such as the one
at Jhansi?

. The EHonoursble Rajkumari Amrit Kaur: All this will come up for considera-
tion when the Provinces and States have replied as to what their views are in
regard to the policy which has been formulated by the Government of India.

Prof. N. G. Ranga: Have Government accepted the recominendation made
by this Comunittee to establish a Central Research Institute?

The Honourable Raj_kunisﬂ Amrit Xaur: You will find all this given in the
statemient that has been placed on the table of the House. Governmgnt would
like to have a Central Research Institute. '

SciENTIFIC MANPOWER COMMITTER

*75. Shri V. C. Kesava Rao: (a) Will the Honourable M'nister of Education
be pleased to state whether the Scientific Manpower Committee has submitted
its fimal report?

(b) What are its main recommendations?

(¢) What steps are proposed ,to be taken to implem_ent them?.
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The Honourable 8kri Satyanarayan 8inha (Minister of State for Parliamentary
Aftairs): (a) Yes.

{b) A summary of the recommendations of the Scientific Manpower Com-
mittee i8 placed on the table of the House. (8ee Appendiz 1V, annexure No. 6.)

(c) The final report of the Committee is under the consideration of Govern-
ment. In pursuunce of the interim recommendations made by the Committee
in July, 1947 provision was made in the current year’s budget for operating a
scheme of practical training stipends for students and for the institution of
research training sholarships and for development of research training facilities.
iv Universities and other educational institutions. Preliminary arrangements
for the establishment of the Eastern Higher Technical Institution at Hijli-
(District Khargpur) have also been completed. e

The Council of Scientific and Industrial Research has been entrusted with
the compilation of the National Register of Scientific and Technical personnel of
India and over 80,000 persons have so far registered themselves with the Council.
The first two volumes of the Register are expected to be published shortly.

Due to tinaneial strmgencv it is most uulilkely that Government will under-
talie any new schemes arising out of the final recommendations of the Oomm:ttee,

which invnlve financial commitments.

Prof. N. G. Ranga: What steps are being taken by Government in order to
sev that & good portion at least of these 80,000 people who have registered them-
selves are placed in suitable positinns?

The Honourable Shrl Satyanarayan Sinha: The matter is under consideration.

Dr. P. 8. Deshmukh: Has the Government taken any steps to see that scienti-
fic people are not removed from their present jobs and put into administrative
jobs?

The Honourable Shrl' Satyanarayan Sinha: Notice.

LoaxN To MADRAS GOVERNMENT

*76. Shri V. C. Kesava R80: Will the Honourable Minister of Finance be
pleased to state whether any request has been received from the Government
of Madras for a major loan for the development of the province?

The Honourable Dr. John Matthai: No request of this nature was received but
a provision of & loan ot Rs. 8 crores to the Government of Madras was made in
the Centril Government’s budget for 1949-i0 and this provision has now been
omitted, us a resuit of a review of the ways and weans position of the Central
Government.

Shri V. O. Kesava R2o: In view of the fact that the Madras Government is
spending a lot of money on prohibition, will Government consider the possibility
of giving a loan to the Madras Government?

The Honourable Dr. John Matthai: As far as I understand, the Madras Gov-
ermmens has found money for various schemes ike the nationalization of electric
supply companies.

Shri H. V. Kamath: Have Government made it clear to the Madras Govermn-
ment that unless they go slow with regard to certain other projects, it would be
difficult for them to obtain major loans from the Central Government?

Mr. Spesxer: If is both an argument and a suggestion for action.

The question hour is over.

(b) WRITTEN ANSWEBS
NawaB Morwy Nawaz JoNe

*77. St B. N. Munavalli: Will the Honourable Minister of States be
pleased to state:

é ) whether it is a fact -that the former Fma.nce and Foreign Minister of
Hgyderabad State, Nawab Moin Nawaz Jung ‘was entrusted with money by
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HEH. the Nizam of Hydembad in September 1949, when he was heﬂéing
% delegation to the U. N. Assembly; »
() if'so, what the amount is; and

(c) whether the Nizam of Hyderabgd has proceeded against Nawab Moin
Nawaz Jung in courts of law to recover the said amount?

The Honourable Sardar ValUabhbhai Patel: (@) and (b). Yes; an amownt of
£4,11,085 was transferred by ¢he then Hyderabad Agent Geneml in the United
Kingdom to the joint account of Nawab Moin Nawaz Jung and Zahir Ahmed
in the Barclay’s Bank, London, for expenses in connection with the Hyderabad ,

Delegation to the U. N. Asembly.
(c) Yes.

ABRMED FORCES UNIFORMS .

*78. Shri B. N. Mumavalli: Will the Honourable Minister of Defence be
pleaeed to state:

(a) whether Governmnent intend to make any important changes in the uni-
forms, worn by the Indian Armed TForces; and if so. when; and

(b) what thoee changes are ?

Tbe Honourable Sardar Baldev Singh: (a) and (b). Yes, the changes wil be
made on the inauguration of the new Constitution. An announcement will be
made giving details of these changes us soon ns thev are finalised and all con-
nected preliminary arrangements are completed.

Use oF worD ‘Rovar’

*79. Shri B. N, Munavalli: Will the Homourable Minister of Defence be
pleased to state whether Government intend to remove the word ‘Royal’ from
RI.AF. RIN. and Royal Units of the army; and if 50, from what date ?

The Honourable Sardar Baldev Singh: Yes, the changes will be made on the
inauguration of the new Constitution. An announcement will be made giving
detiils of these changes as soon as they are final®ed and &ll connectzd prelimin-
ary arrangemente are completed.

Nizam’s GorLp

*80. Shri B. N. Munavalli: (a) Will the Honourable Min‘'ster of Finance be
pleased to state whether it is a fact that the Reeerve Bank of India offered gold
for sale, on behalf of H.E.H. the Nizam of Hyderabad?

(b) If so, what is the quantity of gold so offered for sale?
The Hopourable Dr. John Matthai: (a) Yes. I would invite the attentio1 of

the Honourable-Membe: to the press communiques issued by the Reserve Bank
of India in this connection on the Tth and 8th October, 1949,

(b) The total quantity of gold sold up to the 4th Novamber 1949, was 78.500
tolas. I regret I am not in a position to indicate the total quantity to be dfered
for sale.

MoTor ACCIDENTS
g1 Sjt. Kuladhar Chaltha:
Shri Lakshminarayan Sahu:
Will the Honouraple Minister of Home Affairs be pleased to state:

(8) the number of motor accidents which occurted in Dehi City during the

current year, month by lmmth
L]
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(b) the number of persons killed;

(¢) the number of people disabled;

(d) the number of people injured; and

(e) whether these accidents were covered by the Third Party Insurance?

The Honourable 8ardar Vallabhbhai Patel: (a) to (d). A statement containing
available information is laid on the table of the House (S¢¢ Appendix IV,
annexure No. 7). I regret we do not have figures of disabled persons. ’

(e) Yes.

COMMUNISTS

*82. 8Shri Ajit Prassd Jain: Will the Honourable Minister of Home Affairs
. be pleased to state:

(a) the regions and localities in the Indian Dominion which are the strong-
bold of tha Comimunists;

(b) the nature, method and extent of the trouble being caused by them;

(c) the steps taken to combat the conditions created by the Communists;
and

(d) the amount of success so far obtained in combating Communism ?

The Honourable Sardar Vallabbbhai Patel: (a) and (b). I would invite the
Honourable Member's attention to the pamphlet entitled Communist Vidloswse
tn {ndia recently issued by the Ministry of Home Affairs, copies of which were
circulnted to the Honourable Members and are also placed in the Library of
the House. .

(¢) snd (d). o far as Provinees are concerned, it is for the Provincial Gov-
croments concerned to take such action as Inay be necessary. As regards the
centrally-administered arens, there is no appreciabie Communist trouble in
these arens hut. whenever necessary, precautionary measures such as preventive
detention ure taken by Government. The situation is weli under control.

I.C.S., LP. ANo INDIAN POLITICAL SERVICE

~ *83. Lala Raj Kanwar: Will the Honourable Minister of Home Affairs be
pleased to state:
(a) the total number of 1.C.S., I.P. (Indian Police) and the Indian Political
Service officers still serving under the Central Government, Provincial Govern-
ments, Centrally administered areas and Unions of Indien States;

(b) the date by which the last of these Officers is likely to retire in the
normal course;: and

(c) whether any of these Offieare were givea the option of jmmug ths Indian
Administrative Service: and if so, with what result?

The Honoursb Sardar Vallabhbhal Patel: (a) A ststen*ent giving the in-
formation is laid on the table of the House. (Se¢ Appendix IV, annaxure No.
8).

(b) Tn 1979

(¢) No.

INDIAN ADMINISTRATIVE SREVICE

*84. Lala Raj Kanwar: Will the Honourabi®® Minister o Home Affairs be

plessed to state 3

(8) the total number of Officers reeruited to the Ind:an Administrative Ser-
vice since the 15tk August 1047; and <.

[} L] L
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(b) how many of them were appointed—
(i) from the Provincial Civil Service, .
(i) from among Military Bervice men,
(iii) from among the political sufferers
(iv) from among the refugees,
(v) after interview by the Federal Public Service Commission or say
. Special Board or Committee appointed for the purpose,
(vi) after Competit.-ve Examination, and )
(vil) on other considerations without any imterview or compéditive

ex ami nation?
The Honourable Sardar Vallabhbhai Patel: (a) and (b). A statement gving
the information is laid on the table of the House. (Vide Appendix IV,
annexure No. 9).

RETIRED GOVERNMENT SERVANTS

*85. Lala Raj Kanwar: Will the Honourable Minister of Home Affairs be
pleased to state:

(8) the total number of retired officers appointed to Gagetted poste in the
various Ministries of the Government of India and Attached offices since 15th
August, 1947; and

(b) the total number of retired officials similarly appointed to no n-gaze tted
posts?

The Honourable Sardar Vallabhbhai Patel: (a) Seventy-nine. Out of these
seventeen persons have since been discharged.

(b) Fifty. Out of these five persons bave since been discharged.

WATER SBOBTAGE IN DELE

*86. Sardar Bhopinder Singh Man: Will the Honourable Minister of Health
be pleased to state:

{8) whetber it is a fact that Delhi experienced water s‘Eortage in summer
during the years 1948 and 1949; and.

(b) if so, what steps Government are taking to see that such a situation
does not arise in future?

The Honourable Rajimmari Amrit Kaur: (8) Yes.

(b) A scheme for the improvement of the supply of fikered water in Delhi
costing over a crore of rupees is under execution by the Joint Water and
Bewage Board. The plant and machinery required are expected to be installed
ealy in 1950, and it is hoped that adequate water supply will be available
dunng the ssmmer of 1950.

CHOLERA AXD DYSENTERY IN DELHX

*§7. Bardar Bbopinder Singh Maa: Will the Homuralle Minister of Health
be plessed to state:

(a) the number of deaths due to (i) cholera and (ii) dysentery in Delhi in the
years 1947, 1048 and 1949; and

(b) what are the causes of the increase in the incidence of death due to these
diseases?

The Hor urable Rajkumari Amrit Xaur: (a) A statement giving the infor-
mation e laid on the table of the House. (Se¢ Appéndix YV, anpexure No. 10).

(b) The very slight increase in the number of deaths on account of Cholera
during 1040 and Dysentpry aad Disrrhoes during 1948, i due to the fect that
the population of Delhi Province has increased by dbout 5,00,000 during
1948 on account of putmon . It is not in fact an ineresse.
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ADOLTERATION oF Mitx AND FooD-STCFFS

488, Sardar Bhopinder 8ingh Man: Will the Honourable Minster of Health
be pleased to state:

(8) whether it is a fact that adulteratiori of milk is on the increase in Delhi;
an

(b) if so, what steps Government have taken to check the adulteration of
milk particularly and other food stuffs generally ?

The Honourable Bajkumari Amrit Kaur: (a) and (b). A statement is laid oo
the table of the House. (See Appendix IV, annexure No. 11).

FepepaL Courr

*89. Dr. P. 8. Deshmukh: Will the Honourable Minister of Home Affairs
be pleased to state:

(a) the number of Judges in the Federal Court of India in the years 1947,
1948 and 1949;

(b) the number of cases decided by the Federal Court of India in 1947 ana
1948;

(c) the number of cases pending at the eud of 1948 and the number of cases
pending as on 1lst November, 1949;

(d) whether there is any proposal to expand the Federal Court of India on
its conversion into the. Supreme Court of India; and

(e) what the proposed strength on and af'ter the 26th January, 1950 wilk
be?

The Honourable Sard4r Vallabhbhal Patel: (a) Three in 1947, three in 1948
up to October, and five from October 1948 onwards till date.

(b) Twenty-five in each of the years 1947 and 1948.

¢) Thirty-seven cases were pending at the end of 1948 and seventy-nine
on the lst November 1949.

(d) and (e). The Honodrable Member’s attention is invited to Article 124
(1) of the new Constitution which provides that the Supreme Court shall con-
sist of a Chief Justice of India and. until Parliament by law prescribes a larger
number, not more than seven other Judges.

CensUs OFFicERs

*80. Dr. P. 8. Deskmukh: Will the Honourable Minister of Home Affairs
be pleased to state the directions proposed to be issued to the Census Officers
and Enumerators with regard to the¢ recording of castes and sub-castes of the
people of India?

The Honourable Sardar Vallabhbhaj Pate}: It has been decided to record
only those castes whose enumeration is required for purposes laid down in the
draft Constitution. Accordingly the enumeration will be confined to Scheduled
Castes, scheduled tribes and other economically and educationally backward
castes. The Provincial Governments have been asked to give a list of such
castes.

REVENUE ¥ROM INFORMATION AND BBOADOASTING

*91. Dr. P. 8. Deahmukh: Will the Honourable Minister of Information and
Broadeasting be pleased to state:

(a) the actual inecome on (i) Information and (ii) Byoadoasting for the years
194546, 194647, 1947-48 and 1848-49; and

(b) what the expectation of revenue for the .yea'u' 19?9-50 is?
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The Honourable Shri R. R. Diwakar: (a) and (b). A statement is laid on
the table of the House. (See Appendix IV. annexure No. 12).

PouricaL Persions
*92, Lala Raj Eanwar: Will the Honourable Minister of States be pleased
to state: '
(8) whether any political pensions are still being paid to the descendants of:

(1) Moghul Emperor, Bahadur Shah of Delbhi,

(2) Maharaja Ranjit Singh, the Sikh Ruler of Lahore,
(8) The Bhonsla Ruler of Nagpur,

(4) Tippoo Sultan,

(5) any other Ruler with whom the PBritish Authorities at any ’ time
entered into treaty arrangements to ensure such payments; and

"

(b) if so, the amounts now being paid in each of the above mentioned
cases?

The Honourable Sardar Vallabhibhai Patel: (a) A statement showing the
amounts of political pensions paid to the descendants of the various Rulers is
laid on the table of the House. (S8ee Appendix IV, annexure No. 13).

(b) Information regarding payment of pensions #0 the descendants of the
Moghul Emperor Bahadur Shah is being collected from the Accounts autho-
rities and will be furnished as soon as it is available.

RaNcHI EUROPEAN MENTAL HOSPITAL

*93. Lala Raj Kanwar: Will the Honourable Minister of Health be pleased
to statev

(8) the number of European inmates im the RBanchi European Mental
Hospital as on the 1st April, 1947;

(b) their present number;

(c) whetber any Indians suffering from mentai diseases are now admitted
into this Hospital; and

9(d) if not, whether Government propose to consider the feasibility of doing
80?

The Honourable Rajkumari Amrit Kaur: (a) Seventv-one.

(b) Thirty-five.

(c) Yes.

(d) Does not arise.

PBoMIBITION IN DELHI AND AJMER- MERWARA

*94 Pandit Mukut Bibari Lal Bbargava: (a) Will the Honourable Minister
of Home Affairs be pleased to state what progress has so far been made in the
implementation of the prohibition policy in the Provinces of Delhi and Ajmer-
Merwara, and to what extent revenue has been affected thereby?

(b) Have Government fixed any target date by which complete prohibition
will be introduced in these Provinces? If not. wgy not?

The Honouraple Sardar Vallabhibbai Patel: (a) and (b). I lay on the table
of the House a statement giving the information asked for by the Honourable-
Member. (Se¢ Apppuvdix IV, annexure No. 14).
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ProDUCTION OF Drues

*95, Pandlt Mukut Blbari Lal Bhargava: (a) Will the Homurable Minister
of Health be pleased to state what steps, if apy, the Government of India have
taken so far or contemplate to take in future, to standardise the production of
drugs, in Indin, and what progress has been made in this direction in the various
Provinces, Stutes and Unions of States, and by which date it is expected to be
fully brougbt into force?

(b) In which Provinces the provisions of the Drugs Act and the Kutes
thereunder ore being strctly edforced and the Drug Manufacturers required
to bbtain a Licence for macufacturing drugs?

(¢) In which Provinces does a Government machinery exist to check and
test the wviarious drugs manufactured before those are sent fo market for sale?

(3) In which of the Centrally Administered areas are the provisions of the
Drugs Act and the Rules thereunder being enforced and with what resulta?

The Homourable Rajkumari Amrit Kaur: (a) The Drugs Act and the Rules
made thereunder provide for the regulation of import into and the manufacture,
distribution and sale of drugs in India. The rules are being enforced by the
Central and Proviacial Governments from the 1st April 1947. Under the Act
and the Rules, drugs manufactured in the countrv or those imported from
abroud ure mquired to ¢onform to the prescibed standards and patent or pro-
prietary medicines hsve either to be registered at the Central Druge Lahoratory
after their formula has been discleed to the Diredtor of the Laboratory or
their fornmilu or the list of ingredients has to be displayed on the label of the
-contiiner. '

(b) mmd (d). The Drugs Act and the Rules are in foree in all the Provinces
and the (entmlly Administered Aretis and the Drugs manufacturers have to
ohtain n licence for the manufacture of drugs. The Act does not however,
cxtend to the States or the Unions of States.

{c) Tt 18 the respomibilty of the inunufacturer to ensure that the pwoducts
wade by him are of the pres:ribed standards. Tf any one maunufactures for
sale, or sells Drugs which are not of the pmrscrbed standard he renders himself
fiable to proseaition, A

NaTi0NsL CADET CORPS

*98. Skri Yudhisthir Misdra: Will the Hoaourable Minster of Defence be
pleased to state as to how many centwes have so far been opened in Orissa to
train students for the National Cadet Corps and whether auy further steps are
being taken for its expansion?

The Homourable Sardar Baldev Singh: There are two Infantry Battalions
-of the Senior Divisio, Army Wing of the National Cadet Corps in Orissa. The
Ist Orissa Battalion, whose headquarers is in Cwtack, consists of four com-
panies. one each at Cuttack, Sambalpur, Badpada and Balasore. The 2nd
Orissa Battalion has its headquarters at Berbampur end consists of two com-
panies. one located at Berhampur and the other at Pun. In addition, there
are twenty Junior Division Troops in various High 8chools located in importa nt
district towns,

Tt is proposed to raise next vear a Medical unit of the Senior Division in
the Medil College at Cuttack.

Privy PuasE OF MasasaJa oF TravANOOBRS

*97. Shri P. T. Obacko: Will the Honoursble Minister of S{stes be plessed to
- st ate:
(R) whether the privy purse of the Maharajn of Trawencore is finally fixed
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(b) if so, the amount thus fixed;

(c) the smount the Mahara)a used to draw from the State Revenues before
he was appainted as the Raj-pramukh; i

(d) if the privy purse is not finally fixed, the amount provisionally given
as privy pwse; and

(e) whether the representatives of the people or the popular Govermmens in
the state were consulted before fixing the privy purse, or ¥he amouut which is
now given as privy purse? '

The Honourahls Swtdwy Villabhbhal Pated: (a) The privy purse of the
present Maharaja has been fixed.

(b) Rupees 18 Takhs. ,)

(c) Rupees 15 lakbs: but en the eve of integration, His Highness made
over to the State certain lands the income from which was formerly allotted
to his -exclusive personal use: this incame was of the order of Rs. 5 lakhs per
annum. ;

(d) Does not arise.

(e) Yea. ; |

OrroM

.98 8{t. Kuladhar ORaliha:

* \ Shri Iiskmhrimrayen Saha:

(a) W.1} the Honourable Minister of Pinance be pleased to stete the income
derived from epium by the different provinees and the integreted states of
India?

(b) Has it been @scertained from the provinces and states that they are
willing to fall in line with the All India policy?

(c) Which are the states which have so far prohibited opium entirely in
their jurisdictions and which are the provinces and states that have taken to
partial prohibition ?

(d) What was th.: decision arrived at in the Excise Ministers’ Conference
beld at Delbi in August last? -

(e) What steps have been taken by the provinces to implement the said
ducision?

The Honourable Dr. John Matthai: (a) Attention of the Honourable Mem-
ber s invited to reply to Question No. 9 answered on the 1st February, 1949,

The information for the later period is being called from the various units
and will be placed before the House when received.

(b) Yes.

(c) The information is being collected and will be placed before the Mouse
when complete.

(d) The Conference adopted a number of resolutions a copy of which is
placed on the table of the House. (Se¢e Appendix IV, annexure No. 15).

(e) They have agreed to make a gradual cut in the supplies of opium
authorised for addicts, to prescribe issues of opium only on medical advice and
to resort to total or partial prohibition of opium as may be found feasible.

STERLING BALANCES
*99. Prof. N. @G. Ranga: Will the Honourable Minister of Finance be pleased
to state:
(a) whether he has seen the speech of 8ir Stafford Cripps in the British
House oif Commons on 26th October 1949 regarding sterling bala-ces; and
(b) whether statements made in that speech affect India’s claim for full
and early repayment of the balances?
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The Honourable Dr. John Matthai: (a) Yes.

(b) As the Honourable Member is aware, 1 am moving a motion for con-
sileration of the 1949 Sterling Balances Agreement today immediately after
question hour is over. In the course of my speech on that motion I shall deal
with the points raised in this part of the question. It would, I suggest, be
more appropriate, therefore, not to attempt to repty now.

UNSTARRED QUESTION AND ANSWER.
INDIAN ADMINISTRATIVE SERVIOE (REORUITMENT)

L ]

8. Lala Raj Kanwar: Will the Honourable Minister of Home Affairs be
pleased to state:

(a) the total number of applications received for admission to the Indian
Admisistrative Service since its inauguration;

(b) how many of these applicants were called for interview by the Federal
Public Bervice Commission or any other body ;

(c) how many of those interviewed were findlly appointed and how roany
were rejected:;

(d) the number of those who still remain to be interviewed;

{e) the total number of vacancies still remaining to be filled up in this
service under the Central Government, the Provinces, the Centrally adminig:

tered areas and the Unions of States; and bt
(f) the period likely to be taken to fill up the above vacancies?
The Honourable Sardar Vallabhbhal Patel: (a) 22219.
(b) 3840. .
(¢) 205, the rest were rejected.
(d) None.
(e) (i) 97 in the Provincial Indian Administrative Service Cadres.

(ii) There is no separate cadre for the Central Government or the Centrally
Administered Areas. .

(iii) The Indian Administrative Service cadres strength in the Unions of
States have not yet been finalised. No estimate of the number of vacancies
can yet be given.

(f) The Indian Administrative Service cadres in all the Provinces are ex-
pected to be brought up to full strength by 13953.
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CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE)
DEBATES

{ParT IT_PROCEEDINGS OTHER THAN QUESTIONS AND ANSWERS).
Tuesday, 29th November, 1949

The Assembly met in the Assembly Chamber of the Council House at a
Quarter to E'even of the Clock. Mr. Speaker (Tbe Homourable Mr. G. V.
Mavelankar) in the Chair.

QUESTI®NS AND ANSWERS
(Bee Part I)

1145 A M.
MOTION FOR ADJOURNMENT

ENBANCEMENT oF ExperT DUry oN BLACE PRPPER

Mr. Speaker: I bave received notice of an adjournment motion from Mr.
Poonacha, which reads as follows: ‘‘To discuss a definite matter of urgent
public importance, »iz., the difficulties caused to the growers of black pepper
in India’ by the recent enhancement of Export duty. on black pepper and the
consequent repercussions caused thereby.”” Tbe matter seems t® be vague,
but I would like to know how the position factually stands.

The Honourable Shri K, C, Neogy (Minister of Commerce): I should have
preferred to answer a question on the subject even o short notice, but I want
to tell the House that there is & serious misapprehension on which the proposed
inotion has been based, and when I explain to the House the particular point, I
am hopeful that the hon. Member would withdraw his notice. It has been said
that the duty has been imposed at 3@ per cent,. It is undoubtedly true that
the duty has been expressed at 30 per cen't., but then the most important factor
that would determine the ultimate incidence of this duty is that the duty will
be payable on the tariff valuvation which stands at the .present moment at
Ks. 200 per cwt., although the market value of the stuff stands at Rs. 450, so
that in effect this duty will operate as a duty on the invoice value at the rate
of very nearly 13 per cent. as against 30 per cent., although it has been
expressed in terms of 80 per cent. I understand there was a deputation
representative of the trading interests concermed which met the officers of the
Ministries of Commerce and Finance and when the position was explained to
them they apparently went back more or less satisfied. -

Shri Mahavir Tyagi (U.P.: General): I submit this is no arjutnent, because
the duty is there.

Mr, Speaker: Order, order. I am not going into the merits of the case at
all. T only wanted to know whether the matter was really urgent, of public -

(51)
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imPortance and definite. Tt appeared te me te be vague encugh, but 1t seems
now, in the light of the facts stated by the hon. Ministerr that there is no
irgency about it. I thewfore do not see any reason to admit it.

8hri C. M. Poonacha (Coorg): May 1 ask one question now?

Mr. Speaker: No, not now. We wili proceed with the business of the House.

‘ PAPERS LAID ON THE TABLE
(i) LkEporT  OF REHARILITATION FiNANCE ADMINISTRATION, BNDING S0QH JUNE,s
1949.
(ii) GENERAL R¥VIEW OF Woam‘m or REHABILITATION FINAMCE ADMINISTRATISN.
(ili) AMBNOMENTs *To INDUSTRIAL IINANCE CORPORATION OF Dibia Emprovkes.
Previsxt l‘L"\D ReGULATIONS, 1948.

The Honoursble D1. John Matthai (Minister of Finance): I lay on the Table
a copy of each of the following papers in accordance with sub-section {2) of
Section 18 of the Rehabilitation Finance Adn:inietration Act, 1948:

(i) Report of the Rehabi'itation Finance Administration for the half-
year ended 30th June, 1949. (See Appendix IV, annezuré No.
16.)

(i1} General review of the working of the Rebabilitation Finance Admi-
nistration for the period ending 81st August, 1949. (Copy piaced
in the Library. See No. IV A.0. (67a).}

I »'so lay on the Table a copy of certain ainendments -to the Industrial
¥inancee -Carporation of Indix Empoyees’ Provident Fund Regulations, 1848
in accordance with sub-gsection (3) of Section 48 of the Industrial Finance
Corporstion Act, 1948. . [Copy placed in the Library. See No. I-20/49.
Also published in the Gazette of India, Part 111, September 3, 1949.)

TOREIGN EXCHANGE REGULATION (AMENDMENT) BILL
The Honourable Dr. John Matthai {Minister of Finance): [ beg to move for
leave to introduce a 13iil further to i«mend the Foreign Exchange Regulation
Act, 1947.
Mr. Speaker: The question is:

“That leave bo granted to introdaco a Bill further to smend the Foreign Exchange
Reguiatica Act, 7.

The wmotion was adopted.
The Honourabie Dr1. John Matthai: Sir, I introduce the Bill.

MERCHANT SHIPPING AND LIGHTHOUSE (AMENDMENT) BILL

The Honourable Shri K. €. Neogy (Minister of Commerce): I beg to move
for leave te introduce a Bill further 10 amend the Indian Mercbant Shipping
Act, 1923, and the Indian Lighthouse Act, ]927 :

Mr, Speaker: The question is:

“Tka% leave be granted to introduce 2 Bill farther %0 amend the Indian Merchant
Sh:ppmg Act, 19?5 and the Indian Lighthouse Act, 1927,

* The mah_qn was adopted.
The Honourable Shri K. C. Neogy: Sir, I introduce the Bill.



ABDUCTED PERSONS (RECOVERY AND RESTORATION) BILL

"Dr. B. V. Keskar (Deputy Minister of Exterual Affairs). I beg to move for
leave to introduce a Bill to provide, in pursuance of an agreement with Pakis
tan, for the recovery and restoration of abducted persons.

Mr. Speaker: The question is:

““That leave be granted to introduce a Bill to provide, in pursuance of an agreement

-with Pakistan, for the recovery snd restoration of abaucted persoms.”
The motion waes adopted.

Dr. B. V. Keskar: Sir, I introduce the Bill.

BUSINESS OF THE HOUSE

Shri B. Daa (Orissa: General): Before you call upon the hon. Bz Jolm
Matthai to move the motions standing in his name on the Order Paper, may
1 suggest that he may ineve both the motions No. 1 and 2, beeause the
speeches wifl be overlapping each other if they are moved separately. The

- general discussion may be on both the Motions.

Mr. Speaker: If that is suitable, I have no objection. He may move both
. the motions.

PAPERS LAID ON THE TABLE

(1) Warre Paper ox 1949 Sterrivg BavaNceEs NEGOTIATIONS
(1i) Loan AGREEMENTS RELATING TO RAILWAY AND AGRICULTURAL MACHINERY

The Honourable Dr, John Matthai (Minister of Finance): Before I move tite
raotions, I wish to lav on the Table of the Houge the following papers:

(i) A White Paper on the 1949 Sterling Balances Negotiations with the
United Kingdom Government. [(opy placed in the Library.
See Ne. IV. @. 4{64).] »

(ii) Copies of loan agreements relating to railway and agricultural
machinery projects entered into with the International Bamk for
Reconstruction and Development. [Copy placed in the Idbrary.
See No. IV. @. 4(30) and No. IV. 0. 4(31)]

I would like to explain that copies of the White Paper were inade available
to hon. Members some days ago. At the same time, I circulated summaries
of the main terms of the two agreements with the Internationai Bank. Copies
of these agreements are also in the Library of the House. I have not circulated
to each hon. Member copies of the full agreements. as they sre bulky docu-
ments covering several pages each. I am sure the House will appresiate the
need for economy in these difticult days. Further, they are verbose documents’
couched in !egal and technical language, and I thought it would help hon.
Members it I had brief summaries prepared of the main articles, so that tlie
gist of the agreements would be quickly accessible.

Prof. N. @, Ranga (Madras: General): Very good.

(i) MOTION RE STERLING BALANCES AGREEMENT OF JULY 1949.

€ii)) MOTION RE POLICY OF GOVERNMENT ABOUT NEGOTIATIONS
FOR LOANS TFOR FINANCING DEVELOPMENT PROJECTS AN®
AGREEMENTS CONCLUDFE.D WITH INTERNATIONAL BANK FeRt
RECONSTRUCTION AND DEVELOPMENT.
The Honoaradle Pr. John Matthai (Minister of Finance): Sir. T now move:

“Bhal the Stesfing Balances Agreement of July, 1949, eatered iate with the United
Kingdom Government be takea {ate copsiderdtiam.’

(63)
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I also move:

“"That the policy of the Government of Indis in entering into negotistions with she
Infernational Bank for Reconstroction and Development for loans for fi ing trach
and development projects in India, and the Agreementa coscluded eo far, he taken into
consideration.”

As regards the first motion, the House will recail that on my return from
London I made a detsiled statement at a Press Conference held on the 4th of
August, 1949, and I shall now only touch on the main features of the Agree-
ment. In the first place, by the beginning of July 1949 we had overdrawn to
the extent of £§1 million during the period July 1948 to June 1949, for which
period the 1948 discussions did not provide for any release. The House is
aware of the reasons for this overdrawal, which are, briefly: that through the
operation of a liberal import policy and ereater availabilities in soft currency
countries of the goods l'equirelf> by us, our imports increased more than we had
originally anticipated and our exports, particularly saiter March 1949, began
to decline. This overdrawal has now been regularised and will not affect the
releases of sterling for 1949-50 and 1950-51.

Secondly, when the Open General Licence No. XI was withdrawn in May
1949 it was considered desirable, both in the interest of our own economy snd
that of the United Kingdom, that there shoutd not be a too sudden cancella-
tion of outstanding orders and that the process of bringing down our imports
to a more realistic level should be a gradual and tapering one. Provision has,
therefore, been made in the agreement that the sterling required for meeting
the charges arising out of this “‘tapering off’* process will be available in addi-
tion to the normal release. We have undertaken to complete this process by
June 1950 and the United Kingdom have agreed that a sum of approximately
£50 million will be released for this purpose. It is not possible to say at pre-
sent what the amount finally involved will be, but in our own interest, it is
desirable that it should not be excessive and we believe it will not exceed the
tentative figure of £50 million.

Thirdly, the annual relesse for 1949.50 and 1950-51 has now been incressed
from the original figure of £40 million agreed on during the July 1948 discus-
sions to £50 million.

{ now turn to the dollar sector of the agreement. The 1948 agreement
allowed us £15 million, that is at the old rate of exchange 60 million dollars in
convertible releases. Our estimated deficit at the time was 160 to 180 million
doilars and we were expected to. mest the difference by purchasing a bundred
million dollars from the Intermational Monetary Fund. The final estimate of
the doliar deficit for the 12 months ending June 1949 is 213 million dollars,
against a provisional figure of 217 million dollars which I mentioned at my
Press Conference. This increase.in our deficit together with the fact that we
were able to purchase only 56 million dollars from the International Monetary
kund during thie period and a fall in our export esrnings resulted in an over-
drawsl of dollars which is now estimated at 80 million dollars. The Agree-
ment provides that this overdrawsl shall be regularised.

Hon. Members will, therefore, ese that since July 1948 we have obtained
convertibility to the extent of 140 million dollars against the original figure of

€0 million dollars.

As regards 1949-58, the problem of convertibility was discussed not on a
bilatersl basis with the United Kingdom Governmen!, but was negotiated o
a part of the Commonwealth Finance Ministers discussions. In order not to
deplete the central reserves of gold and dollars any further all Commonweslth
Governments agreed to limit their dollar imports during the twelve months
ending June 1950 to 75 per cent. .of their dollar importa during the ealendar
year 1948. The acceptance of this ““out’’ by us was part of a joind efort by
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the Commonwesalth and appears already ‘to be achieving the resulte desired.
1t is’ not possible ]preclsely to evaluate what this arrangement means to us 1n
terms of convertibility, for it is difficult at this stage to forecast the trend of our
12 Noox dollar export earnings owing to devaluation. But on a.predevalug
tion basis of those earnipgs it was estimated that we should be emr
titled to draw approximately 140 million dollare. Thus for the twenty-four
months beginning July 1948 and ending June 1950 we shali have obtained
dollar eenvertibility of 280 million doHaxs.

As a result of the removel during the recent discussions of the quantitative
limitation on our convertibility drawings from the central reserves we have
ouce again assumed full rights, however, as a member of the Sterling Area.
These rights also entail corresponding obligations and it must be our aim in.
the interest of the sterling area as well as of ourselves to increase our dollar
<earnings to the fullest extent possible.

There are two other points to which I would refer: The first is that it has
been agreed that any assistance we may obtain from the International Bank
will not be set off against the dollar resources available to us under the new
srrangement. In other words imports financed from the International Bank
loans will be in addition to the 75 per cent. of the 1948 import level.

The second point relates to hard currency countries other than dollar coun-
tries, namely, Belgium, Switzerland, Western Germany, Japan and the Argen-
tine. We have separate trade arrangements with Switzerland, - Western
Germany and Japan which are not affected by the new agreement. Negotia-
tions for a barter deal with the Argentine are contemplated. As regards Bel
gium no final arrangements have been reached, but negotiations are proceeding
between that country and the United Kingdom in regard to the settlement of
payment arrangements between Belgiumn and the sterling area.

T'hese, Sir, in brief, are the.main features of the new Sterling Balance
arrangements and I hope that hon. Members will agree that in the circums
tances they are satisfactory.

Pandit LAkshml Kanta Maitra (West Bengal: General): What about
Switzerland?

The Honourable Dr. John Matthai: It is a bilatersl agreement which is not
affected by this.

It is too early yeb to say what will be the results of devaluation on our dollar
earnings and it would be unwise to attempt to forecast long-range tendencies
from presenv data. But during the four months July to @ctober 1949 for which
we have preliminary figures dollar payments have exceeded dollar receipts by
only a small margin. It must be remembered, however, that we had completely
suspended dollar Yicensing of imports from the 25th of June 1949 for a period of
about two and a hulf months aud we have not so far made any puyments against
fresh licences for the period July-Pecember 1949 since their issue has been
delayed.

In the overall position our sterling assets have declined from Rs. 1,537 crores
at the end of June 1948 to Rs. 820 crores at the end of June 1949, g difference
of Rs. 717 crores. To this figure is to be added the sterling equivalent cf,our dollur
purchases from the International Monetary Fund amounting approximately to
Rs. 19 crores, giving a total decline during the period of Rs. 736 crores. This
heavy outgo is due to 8 number of causes. ®

The firet is the pavment to the United Kingdom Government in accordance
with the agreement reiched with them in July 1948 of Rs. 296 crores for the
purchase of annuivies for financing the payment of sterling pensions and the
acqoisition of defence installations and stores left behind in Indie by the United
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Kingdom at the end of the war. . The second is the p:ymeut of \bout Rs. 187
crores to the State Bank of Pakistan as Pakistan's sﬁare of these balances
following the separation of its currency fcosa that of India. The third factor is
India’s adverse balence of payments which has amounted to sabout Rs. 250
crores, of which may I add payments for purchase of food from abroad have
accounted for Rs. 128 creres (Rs. 42 crores from Dollar areas and Rs. 84 creres
from other aress).

It is clearly not pussible for us to continue to sustain a deficit of this order
ard after the 1949 Agrecement, we framed a foreign exchange by wbich 1c cater
for a deficit of approximately Rs. 130 crores which corresponds to the £100
million relesse negotiate<d with the United Kingdon: for the period. We esti-
mated at that time total payments of Rs. 608 crores excluding, of course, payv-
ments for imports for schemes financed by the International Bank. These
Rs. 64)0 crores vomprise roughly Rs. 188 crores for food, Rs. 180 crores for Gov-
ernment imports and Res. 400 crores for commercial imports and invisible pay-
meunts. Against this. our export and invisible earnings were estimated at about
Rs. 490 crores, leaving a deficit thus of Rs. 110 crores. To this is to be added
Rs. 20 crores pavable to Pakistan in current sterling on account of our adverse
brlance of payments with that country. The total deficit thus came to Rs. 130
creres.

In the light of the devaluation of the rupee, however, new estimates will
have to be fromed and these are under preparation. One clear fact emerges—
if we cannot increase the value of our exports at least to ofiset to the extent of
devzluation, to that extent imports will have to be reduced, for. the limit of our
overall deficit is inexorably fixed at the figure of £50 millions to which is te he
added for the current year only the amount on account of special licensing under
the old Open General Licence.

8ir, there is one point more to which I wonld like to refer regarding our
sterling balances. Hou. Members will no douht have been perturbed over the
recent discussions in the British Parliament on the sterling balances.. When the
Prime Minister of Britain and the Chancellor of the Excbequer indicated the
possihility of our utilisation of these balances being restricted in future I asked
our High Commissioner in Loondon to express our concern at such unilateral
statements of policy in matters which were recently the subject of bileteral
negotiations. I also asked him to find out exactly what were their intentions in
the matter. I am in a position to inform the House that I have received what
T considerto be satisfactory assurances. I am assured that there is no intention
to take anv unilateral action, thot the apreement recently negotiated is not
affected, that there is no question of anv scaling down of the balances and tbat
there is no intention to take any unfair advantage of Iudia.

The House may rest assured that, as in the past, we shall continue to
watch the matter with vigilance and shall not hesitate to take such action as
may be necessary to safecuard onr position.

Sir. I will now pass to a survey of the L.oan Agreement with the Inter-
national Bank.

The House will recall that on the first February this vear, I referred to the
transactions which the Government of India had entered into with the Inter-
national. Monetary Fund and the Internationil Bank for Reconstruction and
Development and 1 indicated that a Mission from the International Bank bad
recent}¥ urrived in India and was engaged in # general stndvy of conditions ohtain.
ing ir the country and was esamining certain projects with a view to ascertain-
ing whether thev were suitable for financing by the Bank. I said at that time
that it. was not possible te give any indication either of the amounts for whick
we might ultimately apply for a Joan or the terns snd conditions on which the
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loan might be granted. I mentioned, however, that projects relating to the
Railways. Agriculture and Hydro-electric scbemes were under examination by
the Dank in consultation with the Gevernment of Tndia. On the return of the
Mission to the United States in April, o detailed report was submitted tn the
Board of the Executive Directors of the Bunk. This was a confidentia! report.
but naturaily,.India’s executive Director .and the Government of Indis became
apprised of the contents. The main purpose of the Mission’s visit and of the
report was to assess the ‘‘creditworthiness” of tbe country, that is to suy, was
India 8 country to which the Bank should lend: could India meet the serviee
charges involved in loan operations: were thete projects which had reached
such 4 detailed stage of planning that the only item holding up their implemen-
tation was lack of foreign exchange; were there administrative and technical
personnel in position or prespect who could adeguately supervise and control the
execution of the schemes. I am commisting ne breach of cenfidence when I tell

the House that the general tenor of the report was that India was, in’ the view
of the Mission, ‘'a good risk”.

And here I should like to refer to some ot the criticism of the alleged con-
tente of the report which appeared in the Press st the time. It was stated that
whe Missior had criticised certain plans of the Previncial Governmeite: that
they had stated that there was lack of co-nperation and‘coordination between
the Centre and the Previnces; that there had been a great daal of talking about
plans, but that few devailed plaus really existed. These reports which appeated
in the Press about the contents of the Mission's report were not true. (Hear,
kear). What the Mission in effect said was that if India was effectively to
itilise loan money from the Internutional Bank for the purpose of rewonstruct-
inc and developing her economy, it was their -view that & strict scheme of
vricrities would have to be drawn up and that, though many schemes might be
clerirable in themselves, it wotlld he nacessary to concentrate first on those piro-
iects which would remove the busic  bottlenecks in the country’s economy.
"Therefore thev suggested concentrationn on projects relating to incraused food
production and thz overcoming of tr.nsport difitculties.

These suggestions, in fact, fitted in broadly with the Goverrment ot Indin's
own views. After the contenis of the report were known, Government, decided
to submit 8 fcymal application to the Bank. Thir was done last July.

And at tbis stage. I would like to refer to the various suggestions which have
been made that India asked for $300 or $350 million and that she has not
reecived all that she asked fer, and that the Bank hss not been as sympathetic
as it should have been. Hon. Members will appreciate that our ability to
borrow from the International Bank is limited by our capacity tc meet each
year the service charges on the loans. We have, therefore, te make an assess-
ment of our ability to find the dollars for these charges. In doing this, we have
to keep in mind our other dollar commitments such as our liability to repay
$10¢ million we have borrowed from the International Monetary Fund, the
necessit).. although for a strictly limited period, to import foedgrains, and &
certain basic minimum of capital equipment from the United States in order
to mointain our industrial production and at the same time to proceed as rapidly
and ns rationally as possible with our development plans. This assessment of
our ability to service foreign losns is not by any means an essy task, for it
deperids upon a number of factors which are not always capable of exoact and
certain appreciation. Further. the calculations which were made earlier have
been upset by devaluation. - Another Point to be brone in mind is that the Bank
édloes net give what are known as ‘‘bslance of payments’” loans. That is to say,
if our current balance of payment position with the dollar areas is adverse, we
camiot finance the deficit by borrownag from the Bank For xuch finance. we
maust approach the International Monetery Fund. and altogether up to‘date we
have now borrewed $100 million from that institution. Clearly. we cannot go
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on borrowing indefinitely for current purposes from the Iaternational Monetary
Fund since the interest charges beconie prohibitive in the third, fourth and fifth
years.

Loans from the International Bank, on the other hand, are granted for
specific projects and the proceeds of such loans can only be used for approved
schemes. This, indeed, is one of the terms embodied in the Agreements. This
inevitably means that our projects must have been fully developed and planned,
for we must be able to tell the Bank that we desire to purchase particular
capital equipment for a particular project and that the only thing which pre-
vents our carrying out the execution of the scherue is the lack of dolfar finance to

_ purchase the capital equipment. Now it takes a very great deal of time to
work out plans in such detail, and indeed some of the schemes for which we
pow think that we may require dollar fimmce have by no means reached that
stage of planning. When, therefore, we put in owr formal application to the
Ioternational Bank, we did not ask for $300 or $350 million but requested that
the Bank would examine schemes of which the dollar content could then be
only roughly estimatied. These schemes were broadly, the purchase of rail-
way equipment, including locomotives; plans for increasing food production by
the reclamation of weedinfested land and virgin jungle: hydro-electric projects
and the erection of steel plants. We said that we bed made preliminary esti-
mates of the dollar elements of these plans, but since the supply position
changed from day to day, these estimates could not be regarded us final. We
asked that the Bank would take them up one by onv. examine them and sce
how they could help us. And this; in fact, is what is happening. Each project
is being examined not only from the narrow point of view as to how much
dollar finance is involved but also frorn the wider angle as to how best it will
help us to overcome our basic shortages whether of food, or traisport or steel or
electrical energy. Hon. Members will appreciate that these processes necessarily
involve time, but I am glad to say that we have received evers co-operation from
the Bank which has been most sympathetic in their discussions with our Loan
Negotiator and we feel certain that we shall continue to receive their support.
Iodead, the President of the Bank declared not long ago in an address to the
New York Savings Association that he cousidered loans to India ‘‘risks worth
while taking'' and be was confident thut the Bank would be able to extend
further assistance.

‘Before 1 tum to discuss the details of the two loans already npegotiated, T
would like to deal with s point to which considerable attention has been directed,
viz, the rates of interest charged by the Bauk. As hon. Members are awars,
the .:apital of the Bank is subscribed by the member countries. Thus India’a
share of the-capital is $400 million. but all of this bas not yet been called up.
Dnly 28 per cent. bas so for beenpaid. It is this 20 per cent. subscription of all
the member countries which forms the working funds of the Bapk out of which
loans are granted. Of this 20 per cent.. cach country bas paid 2 per cent. in
gold or dollars and the rest in their own domestic currency. Thus. when the
Bank formally started its operations in 1846, its total available casb resources
iri dollars consisted of these contributions and amounted to approximately $725
million. By July 1947, the Bank bad already granted losns totalling $250
million, and negotiatious were far advunced for another loan. Further, applica-
tions bad been received from other member couliiries for lomis totalling nearly
$1,500 miilion, E ,

The Bank therefore cousidered it necessary to imcrease its resources and
floated two issues of bonds sggregating $250 million on the New York murket.
The Srst issue was at 34 per ceut. and the second at 3 per cent. It Is thie money
wbich the Bank is now Jending to member countries. for it has utitised all the
$795 million made available by the initial subscriptions. 1t js therefore the
rates at which the Bank can borrow {unds whether short, medium or longterm

v
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that conditions the rate at which it can lend to member countries. In addition
to these basic rates, the Articles of Agreement lay down that the Bank shall
charge 8 1 per cent. commission. This is a statutory obligation and the amounts
received on this account go towards building up a reserve fund. This contri-
bution may therefore be looked upon as a kind of compulsory saving by member
<countries.

Pandit Lakshmi Kante Maitra: Boes it go to a sinking fund?

Ths Bonourable Dr. Johu Matthai: To a reserve fund, for the money is not
+#pent and, if the Bank were to cease to operate, the amount would be available
for distribution among member countries. At the end of Barch 1949, there was
pearly $7 million in this fund. The Bank also generally adds a further } per
cent. to these two rates in order to cover its working expenses. It will thus be
seen that, to srrive at the effective rate of tending by the Bank, 11 per cent. is
te be deducted from the overall rate. There is oue more point in this connection
to which I ¢veuld like briefly to refer. Hon. Members will recall that the Bank
was originally created because it was felt that, in the postwur years, with politi-
cal and econemic uncertainties in so 1nany countries, private capltal mlght not
be willing to move freely. The prime purpose of the:Bank was to create a sense
of confidence :ind-pave the way for private investment, fof it was realised that
the resources available to the Bank could never fully meet the iuvestment needs
of the woxld. To the extent therefore, that the Bank can induce equity invest-
ment to flow into a country, to that extent can the demand on its own funds
be reduced and those funds be utilised over a wider area. One of the terms of
the loans is. therefore, that the Bank can call upon the borrewing country to
mgke avuailable its own bonds for the pringipal amounts of the loans. The Bank
will then sell these bonds on the market, the dollars it thereby receives being
utilised for other loan operations, By this process a direct nexus will be created
between the borrowing country and the holder of the bond. Thus a public in-
vestment by the Bank can be turned into a private investment and it is by
operations of this nature that the Bank hopes to create conditions which will
be attractive to private investors in member countries.

1 will now deal with the terms of the two Agreements already negotiated.
The Railway project Loan Agreement is dated the 18th of August, 1949 and is
for a sum of $34 million. Of this sum of $34 million, $267 million will he
spent. on the purchase of locomotives and boilers and $7-3 million on the pur-
chase of spare parts. The equipment to be purchased with this loan money
forms part of the total equipment needed for the rehabilitation of the railways
“and will make available 418 new American and Canadian locomotives out of a
total of 863 lecomotives ordered in the UK., France. U.S.A. and Canada. 'The
Government of India at fizst proposed to borrow a larger sum than $34 million
hut, since ccnsiderable amounts had already been paid by the time the Agree-
ment was negotiated, it was considered advisable not.to ask for reimbursement
of the sums already expanded, but to take the $34 million which represented
payments to be made after the 1st of July. 1949. This decision, in effect, meant
that further loan money would be available for other projects. The oan is for
o period of 15 vears and bears interest at the rate of 4 per cent. Repayment
of principal, interest and commission is to be msde in semi-arnual instalments
of approximately $1.5 million on the 15th of February and 15th of August each
year: but there is half a year's period of grace on the principal only, the first
instalment on this account being due on the 15th of August. 1950. The total
amount of interest and commission that will be payable on the losn is $11 -82
million.

The second loan which was ;igned on the 29th of September, 1949, is for
a sum of $10 million for the purchase of agricultural machinery. When the
Government ¢f India first considered approaching the Bank for a loan on this
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account, it was calculsted that the dollar element would be very much greater,
but as availabilities improved in the soft currency areas, it was found possible:
to limit purchases in the dollar arens to. $10 million. The machinery to be pur
chased with the lorm will be used on two projects—the reclamation of fhe Kans
weeq infested lands in the U.P,, C.P., Msdhya Bharat and Bhopal and for the

reclamation of virginjungle lande in the United Provinces. T'be total amount -
of Kane infested lande in these ureas....

'

Sardar Bhopinder Singh Man (East Punjab: Sikh): On a point of clarifica-
tiou Bir, as You have stated to these two projects, will we be entitled to pur-
chiee simple tractors or wider runge agricultural machinery which will be
required incidentally for reclamation and subsequent sowing?

The Honourable Dr. John Matthai: Will the hon. Member kindly wait?
It questions could be raised ufter I had made my statement, I think it would
save the time of the House. .

The total amount of Kane infested lands in these areas is estimated at about
10 million acres and the present scheme relutes to approximately 3 million acres.
It is vroposed to reclaim abous 290,800) acres in tlie first year of operations and
460,000 acres in each of the six following years. 1t is calculated ‘that, over the
7 xéors of the scheme, four million tons of extra foodgrains will have become
available and that, at the end of that period, there will be a permanent addi-
tion of i1 million tons t¢ the foodgrain supplies of tbe country.

The machinery to be purchased for this part of the project consiste of 845.
heavv tractors, ancillary equipment such ue land clearing blades. special took
for serving and spare parts, costing approximately $6:75 million.

The second part of the project consists of clecring about 100,000 ucres of
virgin jungle land in the U.P. Work of this tvpe has zlready been carried out
with reconditioned surplus army machinery and has given excellent resulte:
1t i& now proposed to proceed with the scheme with thirtv new heavy tractors:
and the necessary ancillary equipment. ‘The cost of these will he approximatel'
£1-25 million.

This loan of $10 million is for a period of 7 vears and cirvies a rate of in-
terest and commission of 3} per cent., parvable semi-annually. There is » two
year period of grace in the principal. which is repayable in 10 ‘equal semri-
annual instalments. Thus, for 1950-51. the annual amount payable to the.
Bank will be $350,06) and from 195{4.56 sums varging from & maximum of
$2'3 million in the former vear to $2 rnillion in the latter year. The total
amount of interest and commission that wil bLe payoble on the loan is $1:6
million. -

‘Thus in order to service the two loans alread:c negotiated, it will be neces-
sary to find & minimum &f $85 million in 1950-51 and a maximuru of
$5°2 million in 1955.56.

A third3oon is under wuegotintion for the Bokorn Thermal Unit of the
Damodar ﬁalle_\‘ Project. It is not vet possible to indicate the final figure of
the amount” of the loan but it is expected te be in the neigbbourhood of $22 -
million. 1t is hoped that the negotiations may be completed by the end of the
curent calendar year. Assuming that the amount is $22 million: that the
neriod of the loan is 25 vears and that the rate of interest is 4} per cent., the
wearly payments due to the Bank would be ¢ minimum of $0°9 million in
1950-51 and a maximum of $1'7 million in 1055-56 which will continue upto
1974.75. *X

We can now have an idea of the extent of the total eervice charges which .
will be involved in theee three loans totslling approzimately $66 million. They
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will rise from a minimum of $4 -4 million in 1950-51 to a maximum of $7 mil-
lion in 1955-56. As I meuntioned before, we shall also have to make provision
for the interest payments on the $100 million which we have purchased from
the I.M.F. These payments will be of the order of approximately $:7
million in 1950: $§ 66 million in 1951: $1-42 in 1952; $1-75 million in
1958 and onwards, assuming that we i1nake no turther pu:rchases during these
years. While it must be our endeavour to repay this $108 million as soon as
possible, in order to reduce interest charges, we feel that this is a maiter which
must be dealt with on a sterling area basis as a whole and not by India individu-
ally. But were we to make provision for repayment of even a modest sum of $10
million per year over the next ten years, our total commitments on account of
borrowings from the Fund and the Bank would rise from a minimum of about
$15 willion in 1950 to 8 maximum of about $19 million in 1956.

Hon. Members will thus appreciate that the problem which faces us, in these
umcertsin times, of raising this surplus in the dollar sector of our economy is not.
an easy one and that.our present commitments place inexorable limits on ovur
ability to take on further liabilities.

Yet, if our’ plans of reconstruction and development are *o proceed at the
necessdry pace further investment of foreign capitel, either public or private, is
essential. It is our main endeavour to create conditions which will bé attrac-
tive to foreign private investors, for equity investment lightens the burdens of
annual service charges. Until the low of that capital is stimulated, it will be
our policy¥, consistent with our internsl and external financial resources, to seek
further assistance from such international bodies as the World Bank. We feel
that, with the signing of the three loan agreements. the first stage of our opers
tions will have been completed. The Bank is examining further schemes relat-
ing to steel plants and multipurpose projects and we expect that early in the
New Year a small Mission will visit India when we shall be able to discuss in
more detail our future plan of operations.

I trust that what 1 have said will bave enabsled bon. Members more fullv
to appreciate the:policies and precesses of the Bank. The ncgetiations must
necessarily be somewhat protracted; but. personally, I would not consider this
a disadvantage. for it ensures that our projects are fully examined and explored
and that they pass the test of expert scrutiny. The fact that the Bank is will-
ing to finance a project may be taken as sefting a hallmark on its quality. and
once private mvestors abroad come to lmow that our economy and plans are
sound. we may hope for a freer flow of equity investment into the country.

These agreements with the Bank are the first foreign loan operations whick
Tndia has entered upon since we becamne independent aud this is the frst occa-
sion in our history when we have raised loans in the U.S.A. The significance
of these operations is not, therefore, to be judged with veference o the amounts
which we bave so far borrowed, or may borrow in the future. Their true signi-
ficance is that we have now established our independent position in the world
of international finance and we have laid foundations on which we can build.
surcly and realistically, the development of our country with external financisl
assisteance.

Mr. Speaker: There are two motions and T wil: place both of them before
the House. Motions. moved:

“That the Sterling Balances Agreement of July, 1949, entered into with the TUnited
Kingdom Governmeni be taken into censideration.'

‘“That the policy of tbe Government of India: in ‘entering into negotiations with the
International Bank for Recoostruction and Development for loans for financing reconstruction
nnd.gevzl.opu{znt projects in India, and the Agreements concladed so far be taken inte
consideration.*’ i



62 CONSTITUENT ASSEMBLY OF INDIA {LEGISLATIVE) [29Tr Nov. 4949
{Mr. Speaker)
The discussion will be common to both the motions. There are a number
of amendments. I should like to be clear as to which amendments are going
to be moved and which not. After the amendments are moved, the House

can discuss the whole matter including the original motions and the amend-
ments, which will be formally in the possession of the House.

(Amendments to motion re Sterling Balances Agresment.)

Prof. Shibban Lal Saksena (U.P.: General): Sir, I move:
*That for the original motion, the following be eubstitnied, namely :

“T'hat the policy of the Government of India with regard to the negotiations with
regpect to the sterling balances with the Britisb Gover t and the agr
concluded so far be taken into comsideration.’”

Mr. Speaker: This amendment seems to be more or less verbal.

Prof, Shibban I.al Saksena: I wanted to extend the scope of the discussion.
The original motion restricts the discussion to the 1949 agreement but I want
the entire policy to be discussed. +

Mr. Speaker: When the agreements are under discussion, certainly you
cannot discuss merely the wording of the agreements. The discussion of the
entire pelicy is covered even in the ocriginal motion as it stands. I should
like to know from the hon. Finance Minister if that is correct.

The Honourable Dr. Jobn Matthai: I was not abe to understand any dis-
tinction between the hon. dlember’s motion and the motion before the House.

My, Speaker: That is what I am pointing out to him. What he wants is a
discussion of the entire policy and that is permissible under the motion as
made by the hon. Finance Minister.

Prof. Shibban Lal Saksena: In that case I do not want to press my
amendment,

Mr. Speaker: I sha!l not put it to the House.
Shri Ajit Pcased Jain (U.P: General): Sir, I move:

“That for the original motion, the following be subatitnted, namely :

‘This House is in agreement with ¢he action of the Government of India in enteriag
into the Sterling Balancea Agreement of July 1949 with the Urnited EKingdom
Government.’ "

Mr, Speaker: Amendment moved:

“That for the original motion, the iollowing‘be subsiituted, naa.ely :

“This House is in agreement with the action of the Government of India in entering

into the Sterling Balances Agreement of July 19489 with the United Kingdom
Government.’ "’

Shri M. Tirumala R2o (Madras: General): On a point of information, Sir,
does the Finsnce Minister ask for the approval of the House for this agreement?

1t is an agreement which was concluded in Juiy 1949, nearly six months ago.
Is there any force in having the approviid of this House at this stage?

M7z, Speaker: The motion is quite in order. The motion says that the
agreement we taken into consideration. It is perfectly competent for the
House to examine the policy and endorse it or rectify it.

Shri M. Tirumala Rao: 1t is on'y a suggestion but it is not fer the vote of
the House. -

Mr. Speaker: It is for the vote of the House. The motions will be put to
the House and if the House accepts them it wieans that the Heuse endorses
thé policy.
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Mr. Raciruddin Ahmad (West Bengal: Muslim): I do not know whether
there is essentially no difference between the original motion and the amend
ment. If the House takes the motion into consideration, it is by implication
accepting the agreement,

Mr. Speaker: I think there is some difference.
Mr, Naziruddin Ahmad: Verbally different but not substantially different.

Mr, Speaker: The motion need not be talked out by taking it into consider
ation. The House comes to a conclusion. That is a substantial difference.

Bhri B. P. Jhunjhunwala (Bihar: General): Sir, I move:

“That for the original motion, the following he eubetituted, namely :

" “Thet hsvmg regard to the effect of devaluation of sterliug and rupee, the Sterling
Balances Xgreement of July 1949 entered into with the nited KEingdom
Goternment be reviewed.'’

Mr. Speaker: Amendment moved:
“That for the original motion, the following be substituted, namely :

‘That hnlng regud to the effect of devaluation of sterling and rupee, the Sterling
Balances Agreement of July 1849 entered into with the United Kingdom
Govemment he reviewed.”’

Mr. Arun Chandra Guha's Amendment is practically the same, though the
wording is different. However, if he wants to move it he may do so.

Shri Arun Chandra Guba (West Bengal: General): Sir, I move:

*‘That in the motion, for the worde ‘be taken into consideration’ the words ‘be reconaidered
in the light of the situation created by the devaluation of sterlitg and of rupee in ferms of
gold’ be substituted.”

Mr, Speaker: Amendment moved:

“That in the motion, for the words ‘be taken into consideration’ the words ‘be reconsidered
in the light of the situation created by the devaluation of sterling and of rupee in terma of
goid’ be substituted.”

With regard to the amendment of Prof. X. T. Sheh, I may point out to
the hon. Member that his amendment is argumentative and, if he accepts, I
would suggest to him that he may delete sub-paragraphs (i), (ii) and (iii).
They are more or less arguments in support of his proposition, the words begin-
ning from ‘inasmuch as’ to ‘by the British Governmeun:. When he says
‘that the releases...are utterly insuffcient’ that is one reason; the second reason
is ‘that no provision has been made against any depreciation...”; and the third
reason is ‘that no effective and adequate guarantees have been taken...
These are all arguments in support of what he is stating. They may better
be advanced by him during his speech and may not ferm part of the amend-
ment iteelf.

Consequentially the words ‘noted above’ in line 5 from the end of his
amendment wiil also have to be deleted.

Prof. K, T. Shah (Bihar: General): I shall move the amendment as sug
gested by you. Sir, I move:

“That at the end of the motion the fol!owmg be added asmely :

‘and that, baviog comsidered the Agreement of July, 1848, this Aesembly ia of the

inion that that_ Agreement doss not safeguard, aéequately and effectively

ge intereste of India in this matter of utllmng her accamulated eterling
Lah.nm

and further thit before the Agreement is approved by this Assembly, this Aesembly
do nipont a Committes of this House ting of the H able Dr. Jobs
i Matthai, the Honoarabie Shri K C. Neogy, Shri M. Aventhassyanam Ayyanger,
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Shri H. V. Kamath, Shri R. K. Sidhva, Sardar Hoksm Siogh, Sbri Lakshmi-
narayan Sahu, Shri B. P. Jhonjhunwala, Sbhri Mahavir Tyagi, Shri B. Das
and the Mover to revien the hiatoty of these Balances, examine their origin,
nature, purpose and us¢ with special reference to the actual -economic aituation
in India and to advise the House as to the amendments necessary in the Agree-
ment 3o as to remedy their sbortcomings, with instractions to, report by the
10th December 1949 and that the number of members whose preseace shall he
neceesary to conetitute a meeting of the Committee ahall be five.” *

Mr, Speaker: Amendment moved:
“"That at the end of the motion the following be added, nameiy :

‘and that, baving considered the Agoeement of July, 1949, this Assembly is of the
opinion that that Acreement does not safeguard, adequately and effectively
the interesta of India in this matter of utiising her accumulated sterliny

ces,

and further that before the Agieement is approved by this Amembly, this Assembly
do appoint a Committee of this Houne conmsisting of the Honourable Dr. Jobn
Matthai, the Hononrable Shri K C, Neogy, Sbri M. Ananthasayanam Ayyangar,
Shri H. V. Kamath. Skri R. K. Sidhva, Sardar Hukam Singh, Shri Lakabmi-
narayvan Sabn, Sbri B. P. Jbanjhonwala, Shri Mabhavir Tyagi. Stri B. Das
and the Mover to review the hiatory of theee Balances, examine their otigin,
nature, purpose and use with special reference to the actnal ecomomic situatiow
in India and to adviae the House a» to the amendments necessary in the Agree.
ment so as t0 remedy their shortcomings, with instructions to report by the
10th December 1949 and that the number of bers whbose pr shall be
neceesary to conatitute a mueetinz of the Committee shall be five.” "

(Amendments to motion re Loan Agreements.)
Shri Afit Prassd Jain: Sir. I move: :

“That for the original motion, the following be substituted, namely :

‘This House is in agreement with the policy of the Government of India in entering
into negotiations with the International Bank for Reooostruction and Develop-
meot for loans for faancing reconstruction and development projecta in 1adw
and witk the agreements so far coocluded.’*

Mr, Speaker: Amendment moved:
“Ihat for the original motion. the following be substituted. namely :

.+ ‘This House is in agreement with the policy of the Government of India in entering
into negotiations ,with the Intermationa! Bank for Reconstruction and Develop-
ment for loans for financing reconstruction and development projects in India
and with the agreements eo far concluded.”

Dr. P. S. Deshmukh (C.P. and Berar: General): Sir, I move:
“"That in the motion, for the words 'be taken into considerstion’, the following be
sabstituted, namely :

‘bo approved but the Agreements be modified 8o as to expend not more than a third
of the loans on manufactured gooda and the rest on setting up factories ia

india for manufacturing these goods''

Mr. Speaker: Amendment moved:
"That in the motion, for the words ‘be taken into consideration’, the following G

substituted, namely :
‘be approved Hut the Agreements be modified sc as to expend not more than a thirc]
of the ioans on manufactured goods and the rest on setting up factories in

India for maoufacturing these goods.'''
Prof. K. T. 8hah: Sir, I veg to move:

“That at the end of the motion, the following be added, namely :

‘and that hlvinﬁ conaidered this Policy as expressad in these negotiations, this
Assembly-is 6f the opinion that the policy of the Government of India in this
regard does Dot envisage aay co-ordiusted and ocomprohensive plan of national
development in all sectors of the country’s ecmmowy snd aoccordiagly considers
that the doans sought are likely to be used not to promote a well.considered,
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allround peogramme of economic development spread over a number of years,
but to meet ad hoc requirements of the present emergency or to promote specific
projects already in hand or likely soon to be taken in hand and accordingly
dees mot approve of this policy.’ ™

Mr. Speaker: Amendment moved:

“That at the end of the wotion, the following be added, namety :

‘and that having considered this policy as expressed in these negotiatione, this
Asgembly is of the opinion that the policy of the Government of India in this
regard does mob envisage any co-ordinated and comprehensive plan of national
development. ir all sectors nf the country’s economy and accordingly cosnsidera
that the loans sought are likely to be used mot to promote a wellconsiderad,
allround programme of ecomomic development spread over a mumber of years,
but $0 meet ad Aoc requiraments of the present emergency or to promote apecific
projects already in hand or likely scon to be taken im hand and accordingly
doe> not approve of thia policy.” ”’

Shri R. XK. Sidhva (C.P. and Berar: General): The hon. Minister referred in
hig speech to the steel plants and stated that a Mission is expected early next
sear. May 1 know iwhether it refers to the steel plant contemplated by the
Government or whether it refers to private enterprise in this regard?

The Honourable Dr, Jobn Matthai: That is one of the proposals in connec-
tion with it.

Shri R. X, Sidhva: Am I to understand that the Government have dropped
the idea of investing their own money?

LAt this atage M. Speaker vacated the Chair which was then occupied by
AMr. Deputy-Speaker (Shri M. Ananthasayerem _dyyunger). |

The Honourable Dr. John Matthai: The position is veaily this. It ali de-
peuds on how far the capital required for this project could be secure! froni
private investment and whether it cou'd be secured from State resources. Till
tbis euestion is tinally clarified it wwou'd not be pessible for the Goverument
to reach a decision as to whether it is to be put on a State basis or a private
basis or u mixed basis.

Sardar Bhopinder Sing Man: Beiore we proceed with the consideration of
these twn motions I wou'd like the Finance Minister to clear an ambiguity
which has crept in so far as the second loan is concerned. May I know whether
be has entered into wn agreement to purchase nothing but heavy tractors or
whether the agreement permits us to purchase any agricultural machinery or

any machinery which is related to the agricultural projects that we¢ ure having
in hand? -

The Honourable Dr. John Matthai: Yes. it is for the nurchase of d.olar

macbinery suitable to the particular projects which have been examined wnil
approved of by the Bank.

Sardar BhOpiﬁder Singh Man: You bave definitely entered into an agree-
ment that we will be purchasing tractors ior reclamation. And that means
bheavy tractors only. Are we to confne ourselves only to the purchase of heavs
trackors, or can we purchase other agricutural machinerv as, for example.
in connection with tube-wells, buildiu of drains, efc? -

Mr. Deputy-Speaker: The, Agreement seems lo be clear that nc  other

articles than those entered thevrein can be purchased, that is, tractors. acces-
sories. etc. and none else. '

Shri Ajfit Prasad Jain: Sir, I want to put a questini,
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Mr. Deputy-8peaker: If hon. Members put questions and do not intend to
speak, we can exhaust all the questions. '

Shri Ajit Prasad Jain: The Minister stated that the Mission of the Interna-
tional Bank which came to India has approved of the development of food
preduction as deserving high priority. @®ne of these agreements relates to
purchase of tractors. There has been some news appearing in the Press about
tuhe-well projects and the purchase of fertilizers. Are :any such agreements
in contemplation or were they ever discussed or negotiated and if so, what has
been the fate of those schemes?

The Honourable Dr. John Matthai: No such agreements have been nego-
tiated. -

Mr, Naziruddin Abmad: I want clarification on one point. I want to know
whether in obtaining the loan in dollars, on account of the devaluation of the
rupee, we wou'd get 30 per cent. less or alteranatively whether in repaying
these loans we would have to pay 44 per cent more in terms of Indian money.

The Honourable Dr. John Matthai: The loans are stated in terms of dollars
but our payments in respect of servicing ef these loans would now have to be

made at the new rate.

Shri S. V. Krishnamoorthy Rao (Mysore State): May I know the
rate of interest which the Bank bas charged to other countries for similar loans?

The Hononrzbhie Dr. John Matthai: I am not in a position to give the
answer now but the general principle followed is the same.

St R. X, Sidhva: Is it not a fact that other countries have been charged
85 per cent. for amounts and periods similar to what we have taken?

The Honourable Dr. Jobn Matthai: I could look up the details and tell the-
hon. Member.

8bri B. Das (Orissa: General): It is an irony of circumstances that the
House will simultaneously discuss the position of Sterling Balances, wbich
Mr. Churchil characterised as a misnomer, and also the relation of India with
1p . that country—U.8.A. So,far as the 1949 agreement is concerned, we

*7"  have followed it up, we have eaten the money, we have accepted the:
agreement and so I will not make any observation on that position. But what I
am deeply concerned about is the subsequent position of our Sterlings—whatre-
lation we shall have with the Sterling countries, whether the Sterling Agreements.
should continue, whether the war Sterling Balances should occur in the future
history of India or whether India shall be released from the domination of the
United Kingdom in the matter of our Sterling Balances. It has been said that
Account IT is a bank balance in the Bank of England. Why should we have
any kind of relation with the Bank of England or even with the United King-
dom which bas all along taken it for granted that it should dominate the
economic policy of India? A month and a half remeins when we will declare
the Republic of India, but this kind of talks, this kind of usurpation of our
Balances in a foreign country and domination over their expenditure and also
ovet their convertibility should not be allowed. If I make any obseryations
in the matter of these sterling balances, I wish to draw the attention of the
House to the fact that we should wash our hands clean of any kind of cordia-
lity with the U.E. Wben my honourable friend the Finance Minister observed
about Commonwealth relatious, Sir, I felt a dagger went into my heart. What
is that Commonwealth? What ig that relation? I have been a close ohserver
of the speeches which my honourable friend has made duting the last two
years on the floor of the House. So far, until be made his grand speech on
devaluation, he bad accepted the position of omination by the U.K. over
India’s ecomomy, the position which his predecessors, the Finance Member

s
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of the former Government of India, hul accepted as faith accompli. Today that
Dosition does not exist. I want no negotiation with the UK. We may im-
mediately make a demand on the Bank of England that our deposits should
be at the disposal of the Reserve Bank of India which can convert it, which
can deposit it anywhere and my Government of India can spend the money
in any way it likes.

~8Shri BR. K. Sidhva: Sir, the clock has struck one.

‘Mr. Deputy-Speaker: The hon. Member evidently would like to continue

Shri B. Das: Yes, Sir.

Mr. Deputy-Speaker: He may continue after Lunch.

The Assembly then adjourned fer Lunch till Half Past Two of the Clock.

The Aasembly reassembled after Lunch at Half Past Two of the Clock,
Mr. Speaker (The Honourable Mr. G. V. Mavalankar) in the Chair.

Shri B, Das: Before the recess, I was saying that I accept the 1949 Sterling
.Balances Agreement as it was and that it is no use crying over spilt milk, but
for the future India should have no sterling balances agreement with England.
‘Our money is lying in the Bank of England and we have the free will to draw on
it inour own way to suit our national economy. The hon. Dr. John Matthai said
that after the devaluation he received some categorical assurance from the British
Chancellar of the Exchequer. I never believe in an Englishman’s word. I have
not feund one truthful Englishman. If Sir Stafford Cripps said that the spirit
of tbe Agreement should be carried into the years 194950 and 1950-51, I do not
believe it. I do not think such an assurance is necessary-at all. If Sir Stafford
-Cripps said that there should be no scaling down or any thought of it, I cannot
.aceept it, because every other Englishman including Churchill and all the
Labour gang led by Mr. Attlee have times without number said that there
should be scaling down. Of course, my honourable friend the Finance Minister
-could not discuss the terms of repudiation, but I have the sixth sense of suspicion
‘that England can at any moment perfidiously repudiate the loan on the ground
that U. K. has gone bankrupt and cammot honour her debts. The U. K. has
bee:s applying two sets of principles: one to Western and American countries
and unother to countries inhabited by darker people, whether they be India or
other colonial countries. The mentality of the U. K. has not changed. I am
not going to accept whatever understending my Government may enter with
‘the British Government. I think it is better that we start with a clean slate
and have no more truck with England.

I huve said more than once both on the floor of this House and outside that
‘our economy must not be clubbed with the U. E. economy. All our troubles,
all our woes and all the present difficulties we are going through as a result of
“the devaluation of the rupee—all these are due to the U. K. T would very
'mauch like my hon. friend the Finance Minister to tell us whether Sir Stafford
Cripps has sent him an apology for his exceedingly bad manners in not inform-
‘ing him before the night of 16th September that the sterling was going to be
devnluated. If that little sense of gentlemanliness did not dawn upon Sir,
‘Staftord Cripps even to this day, I say, let us cut off, let us bave nothing to do
with the (7. K. economy or the U.K. Finance Minister. Let us rend ssunder
‘even our trade and commerce with the U.K.

Shri L. Ev{shnaswami Bharathi (Madras: General): How shall we get our
sterling balances then?

Shri B. Da#: Our sterling belances pAre lying with the Bank of England.
‘The British Government can be a liar and repudiate, but the Bank of England,
if it does that, it will crssh; and if it crashes, the whole British economy crashes.
‘The Commonwealth countries have huge deposits in the Bank of England and
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you can imagine the consequences. $o, I do not want you to mix up the two
relationships, namely, the Bank of England and the British Government. The
British Government is perfidious, but the Bank of England has still to remain
as a Cemmonwealth Bank. So I hope the Bank of England will honour our
deposits, provided they are deposited there. I hope my hon. friend the Finance
Minister will assure me whether our sterling balances are deposits in the Bank
of England in the name of the Reserve Bauk of India and ihat there are no
political complexes to them. That is the crux of the whole problem.

Sjt. Kuladhar Chaliha (Assam: General): What about your over-drawal of
£81 millions?

Shri B. Das: Overdraws? Well, my money is held up by Sir Staford.
Cripps and he ‘“‘allowed’’ my Finance Minister, Dr. John Matthai, to over-draw
£81 millions from frozen deposits. Is that over.-drawal? If this agreement was
entered into by Sir Jeremy Raisman and others, they did it as masters of India.
Now the master of India is Dr. John Matthaj and he should indicate the terms
to Sir Stafford Cripps.

Shri T. T. Krishngmachari (Madras: General): It loohs ss if Mr. Das is the
master of Indial

Stri B. Das: If T have got any grain of mastery, I have handed over all my
authority to Dr. John Matthai te deal with the U. K. on behalf of India.

I do not wish to cover again the very same grounds which have caused all
these serious troubles to 'us, but when any English parliamentarian, whether
it be a leader like Mr. Churchill or a back-bencher, says that England was bled
white to save India from Japan or Germany, they must be told point blank that
India has been bled white to enable the U.K. and the British Empire to conti-
nue up to now.

I need not repeat my argument again. While I am paying four times the
value for my food-stuffs. England is paying 1.6 times the pre.war value. That
s bow I am being fieeced. I donot want to lose my temper again—I have lost
my temper over and over again.

Sir. the only point I wish to eraphasise on my friends in the House and om
the Finance Minister is that we should try to cut asunder _completely from
the United Kingdom's .perfidies and intrigues, whether it is in the matter of
finance, in the matter of trade or in the matter of commerce and I do hope the
efforts which the Government of India are making in this direction, (as for
example the starting of the Locomotive Factory at Chittaranjan) will be
successful.

Now, Sir, T come to the other motion which is not so very heartburning to
me, namely loan from the International Monetary Bank. I do welcome and’
enderse the remarks of my hon. friend the Finance Minister that we sbould
gn into the world set up and negotiate loans and should not remain in the old
vosition as was dictated by U. K. in her past glories and greatness.

But one point I wish to make out. I do not want any Marshall Aid or any
belp from the United States of America. When an international banking
orgsnisation was created, it should at least in the early stages, keep the rate of
interest at one per cent. or so. The high rate charged by the Bank dees not
help world rehabilitation. But the white races—the American and the U. K.
perple—have one economy for the white races and another economy for thoss
who are not white and I would rather have mo loans frem the Internationsl
Bank. T do not like this sort of discrimination. I do not like the discrimination
of th~ UNO and the UNRRA: they never helped India: they never wanted
rehahilitation of India. Nor do I want any charity—the charity that the United
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States bankers rendered to India in a spirit of superiority must not be there.
Let there be a banking spirit. But why should banks think of a reserve at the
early stage? Let them rehabilitate the world by loans at the early stuge for a
period of ten or fifteen years and when the world economy is. partly restored I
am ready to subscribe, iI 1 a1 ulive a8 & Member of this House, 1 am ready to
subscribe 4 per cent. I do hope that steps will be taken by the hon. the Finance
Minister, with the help of his banking experts, to apprise the Bank that such &
high rate should not be claimed from India.

As for the purchase of plants and machinery, questions have been asked
whetber these loans can be applied for the purchase of other kinds of machinery
other than agricultural machinery. I do not think that is a point we can raise
now. If our negotiators—be it Shri Chintaman Deshmukh, Shri B. ‘Rama
Rao or Shri Sundaresan—have negotiated with the concurrence of the Govern-
ment of India. for a particular kind of capital goods, we must be gentlemanly
encugh to purchase only those goods and not anything else.

{ do hope that the hon. the Finance Minister will be able to enlighten this
House sometime later at least as te what are the interest charges on loans advanc-
ed by the International Bank to different countries and I would like to know
whether the American natione have got inans at a cheaper rate than the Western
Bloc of nations, because the Western Bloc of nations have become poorer, and
also whether India and other colonial countries which have been the exploiting
grounds of the white races have not been charged a higher rate of interest.

Sir, I do appreciate the difficulties of the Government of India in negotiating
thes2 loans for steel plants and hydro-electric projects. But the decision of the
Bank authorities to take each project as it comes and decide does not help
India’s national economy, because today we are in a frightful position due to the
sterling devaluation or the appreciation of the dollar. Our sorrows and miseries
are as much to be laid at the door of the United States of America and the
United Kingdom. The United States of America has a natural tendency of
hosrding up wealth, so that she could appreciate her currency and at the same
time give a few dollars here and there for the rehabilitation of the world as
charity through the agency of the UNO or UNRRA, or in the shape of loans
through the International Bank. 'The United States of America is morally
respounsible for the troubles of those countries called the ‘‘Sterling Bloc' to
which T am ashamed to say India belongs. I do hope the efforts of my hon.
friend, Dr. John Matthai, will create a ‘‘rupee area”. so that we 1nav talk of
the “‘rupee area’’ and not of the Sterling er Dollar area. That is my hope and
dream and I hope it will be achieved at a not very distant future.

Sir, for some time we will bave to depend on the international loans. If
somehow arrangements could have beeh made for India to draw 500 million
dollars or a thousand million dollars, then we could bave planned out our in-
dustrial development. accordingly. We do not know-—somebody asked a
question about it—-whether the steel plants which we have completely designed
wi)] come into operation. We do not want, whether through dollar appreciation
or rupee devaluation, to be dependent upon the U.S.A. or the United Kingdom
for our requirements. I do not went to buy anything from abroad except
capita) goods. According to the teachings of our Great Leader and Guru,
Msahatma Gandhi, I want to be selfsufficient in India for my food-stuffs and
for my machinery. If India wants to buy anything, she will buy only such
machinery and plant as are necessary for her industrial advancement.

An Honourable Member: Bat Gandhiji was againat machinery.

8bri B. Das: No. At a later stage. Mahatma Gandhi did declare that be
was net opposed to machinery to bring about selfsufficiency in the rural economics
of India which we as humble followers have forgotten. (Prof. N. G. Ranga:
Hear, hear). My last appeal to my hon. friend the Finance Minister is that
be should see that the Government of India has a five-year plan for utilising
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th:: leans frem the International Bank and not fritter away the money on
projects that are not suited for our national economy and industrial development.

Prof. K. T. Shah: Ever since these sterling balances came into being,
Indian economists have been crying themselves hoarse in warning the powers
tirat-be and the country regarding their evil tendencies and very likely
injurious consequences. Their cries in those days seemed to fall on deaf ears.
But even teday, it is a greatv pity, Sir, that the powers-that-be do not seem
to have realised fully, not only the evil origin and nature of these balances,
but also the harmful consequences implicit, which these are shewing today,
but which they still fail to recognise in all their fullness. It is said, Sir, that
there is none so blind as will not see: and here we have living examples of
people who take no warning, year after year,—er is it, six months after six
months?—when they make solemn agreements, and find those agreements
broken in one way er another. openly or secretly, directly or indirectly.

Sir, the hon. the Finance Minister was emphatic in declaiming the
assurances that had been given by the British authorities with regard to the
last Agreement he had the misfortune to make regarding the sterling balances.
He has told us that they have assured him. I do not know what those
assurances are worth. I heard him say, for instance. that there will be no
scaling down, overlooking the fact that, by a single act of Devaluation, there
has: been an effective sculing down by 40 per cent. He does net think that a
breach of the" assurance or agreement.

He bas further told us that there will be no repudiation. I am sure the
authorities who have assured him thus did not mean the same thing by
repuliation as other mortals do. It was, however. an assertion, a statement in
the British Parliament in the course of the Devaluation Debate, reported in
Indian papers, I think, towards the end of October last, in which the Chancellor
cf the Exchequer and the British Prime Minister declared that Britain would
not be able to pay her sterling debts, including those due to countries of the
sterling ares, as and how thev had agreed to pay. If since then there has
been any change, I am afraid that change requires to be much more clearly
and emphatically embodied in a new agreement than that which the agreement
hitherto befere us effectively prevides. But, notwithstanding this, notwith-
standing this experience repeated again and again in the life of the last two
Finance Ministers—I mean including the present one-—-there is a touching,
there is an almost pathetic faith in the honesty and straight-forwardness of the
British amongst our Indian authorities: and they go on making agreements
wkich the British violate almost every six months, in the letter or in the spirit.

I need not remind the House. Sir. as to how these balances first came into
oeing. But I must explain to the House that the figure, even at the maximum,
some Rs. 1,780 crores. when tbe first settlement was reported to have beép
made, was not all that has been drained from this countyy in the shape ef goods
and services for which no real payment has been made. or if made, it ig in
these so-called sterling balances. In the very first years, at any rate, when the
sterling balances began to accumulate, the first payments were made by the
so-cailed repatriation of the Indian sterling debt of about Rs. 500 crores—mnot
the whole of which was justly due and paid to this country—made by means of
hits of paper-

When that means was exhausted, amounts to the tune of Rs. 1,000 or 1.200
arores, continued to be accumulated, and were reckoned and passed on as 1.0.
Us. of the British Government to the Indian Government. . The latter
issued paper money in this conntry on the strength ef the securities deposited
with the Paper Currency Reserve of the Reserve Bank of India. These brought
about the conseguences of inflation. the benefits or disadvantages of which we
are suil suffering from. The inflation that has come in the last B years is, in
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my opinion, entirely due in its origin to these sterling balances, against which
no definite steps were taken. Such steps, I should think, should have been
taken from the time they were brought into existence. (Maulana Hasrat
Mohani. Hear, hear). But even the present Governmen:s of India has not
cared to take any steps yet.

Sir, the sterling balances have a listory of their own, not oniy in their
crestion, but also in the steps taken towards their settlements. These settie-
ment: were, in the first instance, temperary, supposed to be made for six
months. Twice I think they were nmiade for six months: then for a year, and
then the last for three years, some part of which also needed review after a year.
In all these settlements. though ivilling te give the best interpretation possible
to them. I find nowhere any clear enunciation of two very important principles.
which, I should have thought ought to have been included. These are: a
categoric assumption of the obligation by the Government of Britain to accept
these as due from them to us: and. secondly, an equally categoric assurance
on the Indian side, to say that these are our monies, to be used by us, as and
when and where and how we like, and that it is none of the business of Britain
or any other member of the sterling areas to say how much we could use. where
we could use. and in what manner we could use. Therefore, so long as these
two principles are not embodied in unmistakable and unambiguoia terms in
any agreement that is made in regard to the sterling balances, I for one would
feel that these agreements are not worth the paper ou which they are written.
These agreements might heodwink vou and give you a kind of hallucination
of eventual fulfilment. But so far as actual facts go—and the results have
been realised by some of us—these agreements do not amount to much.

Sir, take these settlements now in their several aspects and provisions. In
the first place, you have two main divisions of the amounts that can be released
fror; year to year: oue is for use in sterling areas, and the other for multi
lateral purposes, €.9., convertible into dollars. As I have said just now. there
is nu reason why this should be a part of the agreement that only a limited
amount would be available for multilateral purposes or convertible. The money
is ours but the Agreement allows only a small amount to be used; how can
then we call it. ours? If the British Commouwealth, that means for all nracti-
cal purposes the United Kingdom, is in difficulties, why should we be called upon
to share those difficulties. and to readjust our economy to suit their interests
and conveniences? This has happened under the last agreement. It must
be admitted that we have had to reduce our imports from the Dollar areas to
something like 75 per cent. of the 1948 level, mainly or entirely to suit the
convenience of Britain who is unable to meet her own obligations. and. for
that reason, is forced to devalue her own pound sterling.

This, Sir, is an aspect of the matter which, I am afraid, has not been
appreciated as fully as it deserves to be by those who concluded these agree-
ments hitherto on our behalf. Consider the conditions of our trade. The
sreater need of this country is from sources where the dollar currency
prevails; and if we have perforce to divert our trade so as to go into
non-dollar or “‘soft currency’’ areas merely to accommodate
Britain as it were to maintein her present econmomy, the reaction
would be not only on that year’s trade. but also on the permanent economy of
this country. That is to say, we should be obliged so to divert the direction of
our trade. so to arrange our purchases and sales, so to manipulate our imports
and exnorts as to he more and more buying from Britain and trying to sell more
and mcre to the hard currency areas o as to minister to the needs of Britain
rather than our own.

"T'his is & very distorted view from the point of view of India and so long as
that outlook inspires sgreements on this matter, I am afraid the interests of
India will not be properly served by any such agreements. Sir, I contend that
the fact that this money is ours is not yet recognised by the authors of these

3p. M.
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agreements on the other side, and more particularly and painfully on our side
even. Because the reieases have not been enough, because they have 1ot been
adequate for our needs, we have had to overdraw. Here, again, we are blamed
as if the open general licence system has been a calamity, that we should not
have done so; but having done that, we must cry m.ea culps; we must expiate
in such a manner that we must retrace our steps and readjust things according
{o the requirements of the British economy.

In this connection, we must never forget that the British economy is un-
questionably now a bankrupt economy. It is impossible for them to meet
their obligations, and in one form or sanother they are refusing to meet their
obligations.  They have refused to pay their war debts, to America of the Flirst
World War. They are refusing now to meet their obligations in this modern
and fashionable method of unilaterally ‘‘devaluing’ their currency; and our
balances inevitably suffer. After all, the balances are kept in sterling and
they are kept in Iondon. They are expressed in terms of the pound sterling,
and therefore it rests with the British Government to say as to what will be
the purchasing power of that sterling if and when it is paid. We are helpless
victims of their spendthriftness, extravagance or indifference to all requirements
but their own. So long as they have the upper hand, the whip band, this
attitude from the point of view of the British statesmen is understandable.

From the point of view of the Indian statesmen it is deplorable. ‘It is a
great, an immense pity that they should not have perceived this foul play the
British were playing. If you refer to the statement of the hon. the Finance
Minister at the time of the devaluation debate, you will find that he told the
House, in no mistakable terms, that they were not consulted at all in regard
to the final step of devaluation by the British statesmen negotiating in
Washington. If they were not told, if they were not informed, if they were not
vonsulted, what was the necessity for them to agree to this farce, involving us
in 21l the cnlomities that have followed Devaluation? We shall be obliged
now fo curtail many a useful project. We shall be obliged so to readjust our
national economy as to subserve not our interests, meet not our own require-
ments but to provide for British extravagance, to maintain the British high
standard of living, the British dominance in the world markets. *

Sir, against all this no assurance has been given that there shall be no
further reduction of this amount in terms of its purchasing power in the world
markets. It may be that the amount may be paid as stipulated, but the actual
purchasing power—which is what really matters, is the thing that matters.
No assurance has been taken, no guarantee has been provided in the Agreement
that there shall be no furtber reduction in the purchasing power of this balance
in one form or another. That being so, ¥ say that this Agreement is mis-
chievous, is fatal in its very essence inasmuch as no guarantee has been
given, no provision has been made, at least %o fsr as the future is concerned,
to guard against further depreciation of India’s accumulated sterling balances,
built up by the sweat and toil of the poorest peasantry in the world, so as to
minister to the British high standard of living and their political and military
might in the world. 3

I am afraid, Sir, this is a subject on which passions may tum very high,
and I am not going to play to the gallery as the saving goes, in this regard.
But I cannot help saying that, after the accumulated snd repeated experience
that we have not only in the last ten years but over nearly a century of British
t%e in this country during which we have found out that everything was done
only in their own interests, in spite of that experience, even today we have not
vet cared to emforce the guarantees which are at our disposal. We told the
TPinance Member when the Agreement of 1948 was entered into, that if the
RWritish failed to meet their obligations in full, then these should be
utilised by us.
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Instead of doing that, instead of using these as securities for raising loans
elsewhere, we are going to the International Bank for loans for certain specific
projects, after the International Bank makes an investigation of our credit
position.  The very question of a nation’s credit-worthiness being enquired
_into by an outsider, being certified by an outsi:ler, is revolting. Instead of
doing this, we could have utilised our own resources. If Britain refuses to
pay, then we could have utilised the British investments in this country as so
much security to raise loans elsewhere. 1f we have not done that, it is not
because there are no British investments in this country for us to use and
safeguard our interests in the matter of the sterling balances.

This was already brought to the notice of the then authorities, and the
present authorities could not be unaware of that fact. We are told that the
Reserve Bank is making an investigation as regards the British investments in
this country. I am not prepared to give just now any ad hoc figure as regerds
that. investment. But I am certain thet those investments are sufficient at any
rate for us to use ns a good security for a very considerable slice of the amount
thns Britain owes to us.

I think that these are enough to see that Britain does not repudiate her
obligations. I am sorry to ssy, Sir. that notwithstanding this having been
brought. to the notice of the authorities, notwithstanding this having been
repeatedly emphasised, the authorities have turned a deaf ear. I am not
surprised that in the past the foreign authorities did so, but I regret to see that
Indian authorities do not seem to have learnt the lesson which is staring us in
the face. The writing is written large on the wall, and if they will not see, if
thex will not read, they will have to regret when it is perhaps too late to mend
matiers.

Sir, look at the consequences that have fallen upon us because of this agree-
ment. We are becoming tied down more and more to the British economy and
we are obliged willy-nilly to accept British requirements of international trade,
international credit and international fiscal policy. It suits them to see to it
that imports into India are taken as much as possible from the sterling areas,
that is, mainly Britain; it suits them also to see exports go to them as far as the
raw materials they can manufacture and send back to us in the shape of imports.
If we are to eschew more economic markets, those which will be able to supply
machiner¥ or capital geeds, let us say of greater efficiency, of greater productivity,
<ven if at nominally higher rates, if you like, but greater durability, because
Britain is not in a position to release sterling : and if we can purchase in this way
the whole of our economy in the long ruir becomes too much tied vp with the
British economy. We shall be obliged %o run. so to say, in a deficit budget, not
only as regards the Central Government of India, but as regards the country as
a: whole. The Central Government’s budget is only a reflection of the entire
national economy.

Here, Sir, is a condition in which the national deficit is becoming chronic md
larger every year, so that we are living more and more as it were on our past, and
not only the psychological or traditional sense but also in our material sense. 1f
that goes on. the geperations to come hereafter will be more poor than they were
before; and the blessings of Bwersj may not be feld, may not be realized by the
people of India which they have every right to expect. I have heard time and
again the strongest of fighters for SWEI‘&J and Independence expressing, in
whispers no doubt, an1 with much regret, a feeling that they are missing even
the British and the British efficiency in administration. I do tell vou, Sir. I am
sorry to hear such things from those who have given every proof of their
genuineness and of their sincerity in the fight fer Swaraj. But they feel the
gontrast and these things go so deep into the heart of the peeple that those who
¥oday snap their fingers at Jeremiahs likeé me will have to regret that it is time to
listen,to take stock of the situation and mend their maoners.

Shri B. Das: We do not take you as a Jeremish.
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Prof. X. T. Shah: Thaok you, whatever you take me to be, there are quarters
who would regard me as such. And, therefore, do not think this remark was
addressed to you, but to those who take me in that light. However, whether
they take me as a Jeremiah or otherwise, let me say this that the agreement is.
vitiated at its source; it is unlikely to be of any benefit to this country; it is
fraught with dangers of further one-sided and deliberate depreciation; it is fraught
with the danger of tying our economy to the chariot-wheels of- Britain. And if
it is not revised, if it is not recast and improved in time,—If it is to be improved
at all, —I am afraid what remains even may be lost altogether. After all British.
Stutesmen have not been wanting who have said that they would review, and:
reconsider it, with a view even to total extinction of the whole of this obligation,
The present Government even if they give an assurance can only bind themselves-
They cannot bind their successors; and those successors or likely successors or
potential successors, have made no secret of the fact that they do not consider
this to be obligations which Britain can any longer bear. It is time, therefore for
our Government to take heed. Let them realize, in whatever way is open to
them, the Balances still surviving; let them take counse! amongst themselves, or
with those who can effectively advise them, and mend their ways'accordingly.

Sir, I now pass on to the other motion of the hon. the Finance Minister with
regard to the I.oan from the International Bank. I have already referred to that
aspect which to my mind is the most injurious and offensive to our sense of
national dignity, the aspect of an outside body pronouncing upon the credit-
worthiness of this country, of an outside authority certifying that we are worth
loaning to. And our Finance Minister takes pride as it were that we have
pussed the examination of a foreign body, and have proved ourselves good
boys in their eyes: and forgetting the reward of their good boy-ness, namely

. this loan. I consider it as a matter of shame (Some kon. Members: No, no). 1
consider it is utterly unnecessary. After ali what is the total amount of the
loar that they seem to have obtained from the Ipternational Bank. The total
including that which we have been negotiating for i $66 million. Even at
the present rate of exchange it would be about Re. 32 or 33 crores; and this
amount needed for productive purposes can it not be raised in this country? I
refuse to believe that we are obliged to go to an outside authority for proving
our credit-worthiness and getting this loan, when in our own country we could
get at the same rate of interest or even a higher rate of interest and the same
amount and to better purposes.

1 mention this with regard to the utility of the service of thege tractors,
the heavy tractors and the way they will work in this country. d what is
more, I am afraid 1 am bound to tell this House, that even if these tractors
prove as serviceable as they are stated to Le, let me tell you, Sir, that for these
traciors in respect of every part, in every screw, in every nut, you will have to
go to get service and supplies from outside; you will have to use outside petrol;
you will have to procure all their parts, get all their accessories from outside.
And al that, too, not for the time being that you pay for the tractor but for
ever and ever as long as you use them. Until you have your own industry of
that kind, you will have to depend on them.

It is a dangerous and double-edged weapon to have these things paid and at
such a cost to our country from outside. 1 cannot rezard it, therefore as an
unqualified good for this country. that we have used this loan in getting these
engines or in getting these tractors from wherever they are got. Incidentally
I may refer to a point that may not have come to the attention of the Ministers
responsible for the matter—a circumstance that has comme under my personal
notice. A complaint bas been made about these new engines which are supposed
to be too strong or too fast for the present condition of the rolling stock they
draz. 1 myself have experienced an occasion when an ¥ngine of the Frontier
Mail broke down, in the middle of the way, a new modern Canadian Engine;
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60 that the train had to be delayed for four hours before & new engine could be
got and the train to be dragged up to a station where a change could take place.

Shri B. L. Sondhi (East Punjab: General) When was that?

Prof. K. T, Shah: On the 8th of November, to be precise. The rolling
stock was rocking in such a munner that passengers feel every bone in their
tody shaken. Theyv often feel that they must have not a night but two nights”
rest before their bones can be in order after the journey of this character.

Whether these engines are suited to our rail roads mayv be a matter for
experts to decide upon. I dare say that they have got good value out of this
money; they have not got permanent value out of this for the country. For I
ask,—why should we not have this amount employed for developing agri-
cultural implements—making industry in this country? Why not ‘make run:
our own industry so as to suit our own requirements and not have these fancy
tractors, of which photographs can be taken to be paraded in the public press
and show that we are advancing, that we are progressing, that we are using
the latest insi::ients and appliances and engines for the uplift of the country.
They are wholly misleading; they do not represent the real possibility of
development in this county.

Aud that brings me to the next point that is my objection to the policy of
taking foreign loans. The specific objects for which these loans are taken are
spasmodic ventures. They are «d hoc attempts and they are not in response to-
a whole, cemprehensive, well considered plan of simultaneous advance in every
requirement. Here the most productive, the most fruitful are taken by foreign
capital. It may be given by an Interpational authority, and not by a single
foreign investor or a group of investors. But still the capital is foreign and
it is taking up the ‘cream’ so to say of productivity in this country, leaving-
the husks, the refuse, so te say for Indian enterprise to everybody. I really
do not see the advantage of such loans and I do not see any long range
benefit to the country from such spasmodic action, such ad hoc attempts ab
borrowing from abroad and after having proved to a foreigner your credit-
worthiness and your ability to repayv in ten or 15 vears the loans which they
are 60 graciously pleased to give you.

There was a question raised this morning that other countries have got
similar loans on 3} per cent. and we have got them at 4 per cent. ¥f that is the
measure of our credit-worthiness in the eyes of the world 1 am afraid it certainly
cannot be called first class credit. Whatever that be, I want to tell the House
that this amount of a paltry 66 million dollars or 30 crores of rupees is nothing
tc a Government whose annual budget is something like 350 crores, which has
been in the habit of using money for unproductive purposes and borrowing
hundreds of crores. It can now trust the credit of its own countrymen suffi-
ciently and raise for such productive purposes loans of the magnitude of 60
million dollars and not beg for it, so to say, by proving our creditworthiness.
They have got 66 million doilars in three batches on three different conditions-
for three different productive purposes. This loan is not worth accepting.

There is one point, Sir, which I omitted to mention in regard te the first
motion which I hope you will permit me to mention now. I want that this
entire policy should be reviewed by a committee appointed by the House so
that they can examine the nsture. the origin, the purpose and the use of these
balances in the light of the possible future that lies before us, the obligations
that are npon us, the ways in which we can utilise it ourselves. After fully
examining them they can recommend te the House what we are to do and hgw
this matter can be rectified while there is yet time and how best the country
could be served. I hope this will not be treated with scorn as very often
suggestions from me are done with, T am bardened to it and I do not mind it,
because I do not consider the utilitv of the remarks that I place before the
House from time to time merely in the light of their immediate value. I take
a long range view and from that point of view I hope this will not fall on deaf
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ears as my suggestions have fallen hitherto. Till now the excuse was that the
Government was against the interests of tbe country. The present authorities
cannof use that excuse. I hope, if not today, at least some day they will take

the warniog and act in the spirit and not the letter of what is contained in the
motion before us today.

Shri Ajit Prasad Jain: Sir, there arr two sets of matters beiore the House—
-one relating to the settlement of the sterling balances and the other to the two
agreewments made with the International Benk. The hon. Member who has
just preceded me seems te e thinking as if today we are going to advance
money to another country. It is one thing to lay down conditions at the time
when you nre advancing money or when vou are initially entering into a contract
but it is quite another thing to enter into a settiement when you are placed
in a certain set of circumstances not of your own maldng but
which have been made for you long ago. The whole history of the
British in India is a history of inequities and injustice. We are the inheritors
‘of many things which are unjust. We are the inheritors of many thmgs that
are unfair. V%e are the inheriters of many things that have been thrown upon

us against our wishes. The question tod:y is how best we can acquit ourselves
in tnose circumstances.

The hon. Member entered into long tirades tbout the history of the sterling
balances—some of his statements being correct and some incorrect. I want
the House to judge the whole question dispassionately and in the correct pers-
pective. Today we are mot negotiating an initial agreement. ‘The main agree-
ment was concluded last year in the month of June-July by Mr. Shanmukham
Chetty. This is an expansion of that agreement. Let us see what were the
principal tertns of that agreement that concern us today.

It was an agreement for three years, One of the terms of that agreement
was that during the next three years we shall be able to draw upon the sterling
balances to the tune of 80 million sterling. At that time there was 8 million
sterling to our credit in Account I, which is the account which we can operate
for our current needs. During the first twelve months ending with the 30th
June 1949 we could not draw any fresh sterling from Account II. Buring the
second and third year each we can draw 40 million sterling. Our money whict:
was in deposit in Account I was divided into two parts. Une part which is for
15 million sterling wss declared as multilaleral curtency, which could be con-
verted into hard currency and the rest of it is to be spent in the sterling area.
During the one year that has lapsed since that agreement was ynnde certain new
things have cropped up. One of the most important things is that on account
of certain operations of O.G.L. XI we have drawn over and above the money
that was in our account at the time when the JuneJuly, 1948 agreement was
entered into...

Sl:;ri Mahavir Tyagi (U. P.: General): Who was respousible for these opera
‘tions ?

Snri Ajit Prassd Jain: I am coming to that. We bad to our credit 80
million sterling at that time. We have drawn that heceunt by another 61
million. The first question was to regularise this and T say that the hon. the
Finance Minister bas regularised that account by drawing another sum of
81 million from Account No. II and putting it into Account No. I and thus
regulating the transaction due to overdrawing that account.

The second question was that the amount of the convertible sterling was
limited to £15 million. In fact our transactions with the hard cuwrency areas
-came to much more. Again that overdrawing has been regularised.  Our con-
vertible portion of the sterling was fixed onlv for one year. The question was
‘what, should happen in the second year. There too I #ay that the hon. the
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Finance Minister has done well. He has told the House this morning that our
-excess of expenditure over xeceipts in the hard currency area in the last year has
been to the tune of 213 million dollars. That is we have over.drawn Ly abous
80 million dollars. That has been regularised.

Now it has been accepted by the Xouse during the course of the debate on
<devaluation that we are a part of the sterling area. We share its advantages as
also its difficulties.

Prof, Shibban Lal Saleena: What are the advantages?
Shri Mahavir Tyagi: The advantage of drawing.

Shri Ajit Prazad Jain: The advantage of our trade with them. As an overall
settlement it was decided bv the Finance Ministers Conference that the draw
ings on the dollar pool will be reduced by 25 per cent. in the ease of all the
sterling area countries. Consequently we have rccepted that during the next
year the release of the convertible sterling would be 25 per cent. less than what
it was in 1948. I believe that that was a very fair settlement. Again our
drawings for the vear ending 30th June 1950 and 30th June 1951 have each
been increased from £40 million to £50 million. Kocked at from that point of
view this agreement which is before the House for its acceptance is not a new
cne. It is an agreement that arose from the principul agreement of 1948. 1
submit that the hon. the Finance Minister has done well and very well too and
be could not have done better than what he has done under the circumstances.-.

Maulang Haszat Mohani (U. P. Muslim): Why should they accept Mr.
Shanmukham Chetty's agreement?

Shri Ajit Pragad Jain: The Finance Ministex had to accept it because that
was an agreement which was ratified by the House. Why did the Flouse accept
that agreement® It came before the Honse and it was ratified by the House,
although it could have rejected it. The Finance Minister is not anything over
and above this House. He had to abide by the verdict of the House. It was
the verdict of the House to accept Chetty’s agreement and the Finance Minis-
ter has only completed that agreement by providing for convertible sterling in
futare. He has rectified certsin difficulties which have arisen out of working
«f that agreement.

That, Sir, is one aspect of it. But when we are considering the question of
Sterling Balances there is a broader aspect of it as well. Muring the last one
year we have drawn from our Sterling Balances a sum of 168 million sterling
which will be equivalent to almost Rs. 220 crores. It means that we have been
living beyond our resources. We have spent that amount out of our accumuia-
tions. That is not a small thing.

During the next two years that are to follow, the hon. the Finance Minister
has told us that as a result of the additional unspecified sum which will be
made available to meet the cost of the liabilities created under the operation of
0.G.L.XI a sum of 50 million sterling has been set apart which we can draw
in that connection. During the next two years our releases of the Sterling
Balances in the ordinary course would be 50 million sterling instead of 40 million
sterling which we had originally agreed to under Mr. Shanmukham Cbetty’s
agreement. Thus during the next two years we propose te spend about 150
million sterling in excess of our earnings which we will draw from our Account
No. 2. That means that during the next two years we will be spending Rs. 200
crcres more. We have not vet been ahie to know how much of what we have
drawn from the Sterling Bslances has heen spent on our necessities, that is,
thinge which we require for the life of the nation, and how much of it has been
spent on brass buttons—that is, luxuries and goods which are not necessary,~—
and bow much of it has been spent on the import of capital goods. I submit
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that while we have to accept the past as it is—it is no use bewailing over it—
for the future we must be cautious and all our import from foreign countries
must be for productive purposes unc not for mere consumption unless such con-
sumption is necessary for the life of the nation. I do hope that the hou. the
Finence Minister will take good care t-o keep that aspect of the matter in -view.

One other question I would like to refer to is with reference to the observa-
tion made ou page 7 of the white paper issued in August 1848. It says:

“In considering the sdeguacy of these releases. the difficulties and uncertainties doriug

the [eriod of transition from a war-time te a peacetime economy in the United Kingdom
and the ability of that country to build uwp an adequate export anrplus. must be botne in
miud. At the ¢ame time, India's ability fully to absorb capital equipment and utiljse the
balances mast aleo be taken into account It is felt that even with the utmost liberalisation
of import policy, consistent with the intereats of the country, the total emounta of foreign
exchange available will enable India more or l¢ss to break even at the end of the three
yeaz period"
What do we find? In the very first vear the amount had to be overdrawn by
80 million sterling. That, I must submit, was a bad judgment. M v hon.
friend Mr. Mahavir Tyagi while interrupting me asked ““who made this 0.G L.?"’
Well, he and I, the whole of this Assembly and the Government did it. And
we had to renp the fruits of it. We have suffered from it. Nonetheless I say
that we must be careful lest in future our calculations should be falsified in
that monner. We should not exceed our original estimates by such huge
amoints.

Coming to the second part of the question, namely, the two ogreements
entered into with the International Bank, I was really surprised to hear what
m¥ hon. Friend Prof, K. T. Shah said just a few moments back. He was say-
ing 60 many contradictory thifigs. In fact contradiction does not seem to matter
moch with him. He was saying that we are importing tractors and every bolt
and every pin, that every little thiog required for the tractors will have
to be imported. That is true, and perfectly true. Unfortunately in ndia, as
we are situated today we are no} in a position to manufacture tractors. It will
take us vears to set up a plant for manufacturing tractors. What then is the
alternative before us? Either we should wait until we are in a position to
manufacture tractors. and until then go on importing foodgrains from foreign
countries, or today to import tractors and ‘o start growing foed so as to make
up the deficit. I leave the question to this Assembly to decide. It does not
require any very great intelligence to understand that we should pot weit for:
yenrs nmii years nntil we are in a vosition to set up a factory und manufacture
our own traorors and use them. The deficit in our food supply must be made
up as quickly as poseible; there is not a moment to lose, If that be the posi-
tion T do not anderstend why he objects to the impest of tractors.

Shri R. K. Sidhva: There is no deficit in $oodgrain.

8hnl Afit Prasad Jain: Well, that is your opinion. Then why are you
fmporting all this Rs. 150 crores worth of foodgrains? So far as the loan for
trastors is coucerned I think it is a very well thought of loan.

The second is the loan about the locomotive project. We have seen that
during the lost so many yesars--—since the Second World War began—there has
been no replenishment of the locomotives. Our Transport is one of those key
concerns without which our economic difficulties cannot be overcome.- I am
gla? that during the last one year the condition of our railway transport bas
considerably improved. Many more trains are running to time, There 1is
greater facility in the transport of goods. But untid our locomotives, rolling
stock and the other things, which have grown old and worn out, are replaced
by new ones our railways cannot work up to their full efficiency. That loan,
again, I think, is a very desirable loan. Yet, even in this eonnection we have
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4o look at another aspect of the matter. The two Agreements as they have been
presented to us give us a look of pick and choose. We have been teld that a
Mission on behalf of the International Bank came to India. We all know that.
It investigated into our credit-worthiness snd they have chosen to grant us
certain loans. Prof K. T. Shah felt ashamed that a Mission representing a
Bank situated in a foreign country should come to this country to test our credit-
worthiness. I feel nothing te be ashamed about it. Any crediter who advances
mones sees that his debtor is credit-worthy. There is nothing wrong about it.
Nobody will advance you money unless he is sure that the meney which he
-advances you today wiil be repaid. But there is another question. Should the
question of priorities have been left entirely to the Mission? After all it is the
nation which is planning its economy. That economy must be a plauned and
-co-ordinated economy, an economy directed towards the prosperity and richness
of the country and towards removing those deficiencies and wants that exist
today. If that be so, surely an International Bank which bas to deal with us as
4 creditor deals with a debtor cannot be the judge of it. I put a question this
morning te the hon, the Finance Minister asking whether certain other loans
conrected with the development of agriculture: were either negotiated or talked
of. He said, ‘‘No’". One of the loans which I had referred to was about
1ube-wells, another about import of fertilizers. I believe the whole question ef
food production is not one of importing tractors in an isolated manner. It is &
co-ordinated question. It must be done under a8 certain definite plan which
would require not only one type of equipment but many types of equipment, many
more arrangements and many more things to fit one another. (An Honourabls
Member: There is a plan.) I am told there is a plan. But teday it is not 8 ques
tion of plan—when the gnestion of a plan comes up we shall talk about it, today
‘it is a question of one particular agreement.

So far as these two agreements go, they are good and sound. May be
‘better.terms could have been secured—I am not sure of it either because un-
less we have facts and figures to show that another country has received
:advances on easier terms than us we are not in a position to say anything.
No Member of this Housé has made a statement to that effect. The hon. the
Finance Minister was not in a position to say anything about it. What bas
‘been rather vaguely whispered is that to certain countries loans had been ud-
vauced at the rate of 3% per cent. In fact, our second loan of $1@ million
for tractors carries that rate of interest. I am not in a position to say any-
thing about that but nonetheless we can be absolutely sure that our Finance
Minister is not going to barter uway our rights. He is not interested m
America. He will not accept any terms which are worse than what we
-can get from any other creditor. But the whole question before us is one of
policy. Is it '8 cerrect policy? Should we endorse the pelicy of taking losns
from an Ibternational .Bank for tlie purpose of development of our agriculture,
fer our steel industry, for our lecomotives etc.? If this principle is
accepted, I think it would be but appropriate for this House te
details of interest, how the loan shall be repaid, bow other things would be
done. to the cxecutive. No Legislature can ever enter inte these details. I
say that unless those details are flagrantly bad, or, may I say, unless there is
something hanky-panky about them the ILegislature should accept ibein.

Maulapa Hasrat Mohani: Why should we borrow from an outside agency ?

once
leave the

Sbri Ajit Prasad Jain: Becsuse Fou caw’'t get it in this country, because
the monevy market here is so tight. Moreover. vou want dollars for purchases
in America. Even if gou raise the loan internally, you have to export goods
‘pecause in America they will not take your currency notes. Have you got

+«enough goods to export? If that is not so, then the guestion of dollars wogld
arise.



80 CONSTITUERT ASBEMBLY OF INDIA (LEGISLATIVE) [29tE Nov. 1949

[SBhri Ajit Prasad Jain}

5o, 1 submit that taking the quession as a whole, both with regard to the:
sterlnig balauces and with regard.to these two agreements, I think the hon.
the Finance Minuster has done well and he deserves the support and the appro-
val of the House.

Msaulans Hasrat Mohan): Good gracious, good gracioust

Sari Ajit Prasad Jain: Probably my friend requires the approval of the
U.S.S.R. Surely we are not interested in that, and Maulsna would not accept
anything unless it came from U.S.8.I:. So no question of his assent or other-
wise arises. His may be a lone voice and perhaps that should be accepted as
proving the rule.

Sir, with these remarke I conclude.

At this stage Mr. Speaker vacated the Chair which was then occupied by
Mr. Deputy-Speaker (Shri M. Ananthasayanam Ayyangar).

Dr. P. S. Deshmukh: Sir, I thank the Government for allowing discussion.
on these motions, and I think it is a very highly welcome feature of the discus-

" sion that we have the opportunity of discussing two issues simultaneously. L
thipk many hon. Members of this House who have already spoken were
thoroughly justified in linking the two issues because one is very largely de-
pendent upon the other and but for our entanglement in one ephere there might
not have been any necessity for us to incur a loan. The sterling balances are
some funds at our credit somewhere in the world, in the Bank of England. If
those funde would have been available as a resuit of our sterling agreement to
the extent of $64 million, of course convertible into dollars, then there would
hiave been no need for us to negotiate for a loan, to pay an interest upon it, a
loan which is not on & pro-note, which is not even a bond, but
a very exacting mortgage which we have entered into. A country:
like Indis with 35 crores of population and witk enormous wealth shouid have,
in the twenty-seven months of its freedom, been in a position tc borrow merely
on 1ts owu words a sum of Rs. 60 crores or even 100 crores—whatever may be
ite equivalent in terms of dollars.

Sir, I would like the House to visualise the situation when we discussed
the Srst Budget after our independence, the schemes that were ploced before:
vs, the praises which were sung by the hon. Minister, Mr. Gadgil of the daya
to come, of how this prosperous country will be still more progressive and Pro-
sperous, how the whole ceuntry would be flowing with milk and honey. Where
are those days? Did we expect at that tune that our }inance Department
will come to a pass when nobody will be prepsared to trust them in the country
and when they have to go to a foreign country for a loan, let themselves under-
go an inventory of all their assets and liubilities and to agree to an interest
whict no tinancier under any circumstances would be prepared to tolerate?
What are the rates of interest that one financier generslly charges another in
his own country? It can never exceed 1 or 1% per cent. But here is a loan
we have negotiated at 4 per cent. with 1 per cent. cowmmission—that must
not be forgotten. And what are the terms? Have they given the money in:
our hands? No. This creditor is a very shrewd creditor: it is not the Inter-
national Bank which is the creditor, it is the United States of America which
is the real creditor. After having charged 1 per cent. commission as though
for a brokerage between the United States and the Govermment of India, they
charge us 4 per cent., and they don't give us a single pie ip our hands as if
we were some drunkards who have already squandered their property, as if
we don’t know how to manage our country. how to manage our finances. Not
a single dollar will be allowed to be touched by you, it will all be given to you'
in the shape of goode which ore no longer required m the United $tates. Sir,
if we were in a position to get from England sterling convertible into dollars,.
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we would have had cash in our hands and with that cash if we wanted tractors,
if we wanted radios, if we wanted aereplanes, we could have bought anything
we liked. But here is an Agreement which is binding upou us only so far as
interest and repayment is concermed. In regard to the articles you will pur-
chase, you will have to purchase only those articles which they gan spare.
God cnly knows if these tractors are not reconditioned ones which were liable
to be thrown into the ocean and which are being foisted upon us in this cuun-
try because they were no longer wanted by themselves. I am certain nobedy
w this country can like this Agreement or the situation with which we are con
fronted. Two and a half years ago everyone of us was very hopeful, not so
now. ‘The British Government has been maligned now and again, but how-
ever hyprocritical the British Government may have been, they left us in &
sound financial condition, but leck at the condition after 2} years of their
teaving. I must say our finances require to be looked into more carefully than
has beeu the case hitherto. In the first year of our freedom, there was an excess
income of Rs. 89 crores. Before the year expired, every pie of it was spent.
This is net the way the finances of a country like India ought to be managed.
If only the war administration was reduced—which has not been done up to
date—we would have saved quite a lot. In spite of all talk about economy
and retrenchment, the position is that we have in the Government of Iudia
and in the provinces the whole paraphernalia of & war administration set up
by the British for purposes of war. The whole Bepartment of Industries and’
Suprlies is there. The Disposals Organisation is {‘here. The money that comes
into our pockets through it is very insignificant, whereas the expenditure that
is being incurred on it is about Rs. 1 crore and 25 lakhs per year. If this
money was available for us, would it have been necessary for us to go to the-
International Bank for a losun under these stringent conditions? I dare say it
would never have been. Look at the experiment of reclassification of the rail.
ways. It was a very silly and foolish experiment. I do not know who is its
author and who is responsible for it. We threw away revenue worth crores of
rupees and what is the consequence? We will be paying 11.82 million dollars
by way of interest during the period of repayment of only a8 part of the loan
of 24 million dollars that we are going to borrow. It comes to nearly 49 per
cent. of the capital that we are going to pay to the U.S.4. by way of interest.
There are many more things I could easily point out. Very few people in this

- House or outside can justify or look with any complacency on the situation,
with which we are faced.

My hon. Friend who preceded me was arguing a bad brief when be tried to
support the hon. the Finance Minister. He also found fault with the criticism
that was advanced by Prof. K. T. Shah. Although the excesses with which
he sometimes speaks may not be absolutely congenial to every one of us, his

oints and arguments were, I think, very very sound in mang respects, and it
i1s very necessary for us to bear in niind the warning that he gave us. lest wa
come to worse conditions and circumstances. (A4An Henourable Member: We.
have already come to them).

My specific amendment was that not more than one-third of this amount
should be spent on purchesing articles for which we are going in, and the rest
of the amount should be spent on obtaining from the U.S.A. machinery out of -
which the articles which we are buying can be easily manufactured.

An Honourable Member: But that is not the agreementl

Dr. P. 8. Deshmulah: I know that, and I also know that it cannot be-
modified, but what I am trying to point out is that that should have been the
apptoach and the attitude of the hon. the Finance Minister. It does not
matter if some 1000 or 2080 acres of land remain kans-infested for a couple
of years more. As has been pointed out by Prof. Shah, the purchsse of these
tractors is going to make us dependent upon the U.S.A. for & very long time %o-
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come. If the International Bank was sympathetic, if the U.S.A. was sympa-
thetic. they can lend us at even 12 per cent. per annum and 1 would be pre-
pared to go m for large losns and purchase machinery with which to manu-
‘facture these tractors and certain otger things that we are so keen on import-
. mg That would have been the right approach. This way, we arc getting
something which makes us ever dependent upon others. In my view this is not
altogether the best way to improve our production of food. I for one take a
very pessimistic view of the matter. . We are doing many things by which pro-
duction is going to be very seriously affected. ¥ for one do not like the aboli-
-tion of zamindaris in such haste. We are trying te see that someone who has
never managed Jend or cultivated land produces the same or little more than
‘the person who bas been doing it for generations. That, of course, is a sepa-
rate question, into which I would not like to go here. On the one hand. we
-are trying to bring under cultivation thousands and lakhs of acres of land, be-
-cause they were lying waste or were kans-infested, but we are not taking
heed of t:he really cultivable lands which are going cut of cuiltivation. Only
last year, the figures showed that in the province of C.P. and Berar about
26 lakbs of acres of land had gone out of cultivation, because the cultivators
had no money. Thus we find the phenomenon that on the one hand we are
bringing new land under cultivation and on the other hand we ‘ire faced with a
-{ar larger-percentage of land going out of cultivation.
My point in moving this amendment was that the Goverument of India
should hereafter at any rate, whenever they want to incur a loan from foreign
countries, get the koy industries estublished in Indin and produce such articles
as sractors and the like. That would be a far better way of helping the coun-

:try and reducing our dependence.

So far as sterling balances are concerned. the Finance Minister has certainly
improved u}:on the eituation end to that extent he may be really worthy of
‘bemg complimented, but if he has succeeded so far, I would very much wish
that he had succeeded in obtaining s larger share of the sterling balances to
‘be converted into dollars, so that payment of interest would not have been

necessary -
With these words, I commend my smendment to the House.
sari B. P. Jhunjhonwala: There are two motions befare the House, one
regarding the Sterling Balances Agreement and the other regerding the agree-
ments entered into with the ‘International Bank in respect of loans.

Sir, I do not blame the Finance Minister. As Mr. A. P. Jain said, it is
not, his fault that he had to enter into an agreement in July 1948. It was
nothing but the result of the agreernent cntered into by his predecessor, Shri
Shenmukham Chettv. 1 submit thwt it is neither the pr»sent Finance Minis-
ter nor bis predecessor who is to blame. It is the whole House which support-

. ed and ratified the agreement which was entered into by his nredecessors—it is
But the question is not one of apportioning the blame.
‘What we have to see is this. Was the thing that was doue in the past the
right thing or the wrong thing? It is not important whetber we were a party
to it or not, because whatever has been agreed upon has been agreed upon
and we have to follow it and we cannot go back upon our words. The
‘real point is what we can do in the future. We have to. see
whether we should follow the same policy we had been following it the past,
namelv, of believing in whatever the British Chancellor of the Exchequer said
and takipg his words and coming to an agreement. This morning the Finance
Afinister said that after devaluation several questions arose and there wae a
debate in the House of Commons. Mr. Churchill bas been raising the question
of sterling balances in season and out of season and instead of agreeing to pay
. our dues, he has been demanding that they should teke something from us and

we who are {o blame.
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other countries which he says they had defended. I would ask him to put his
hand on bis heart and say whether he has defended our country or whether he
4 ».x. hes ruined our country. Before the creation of these sterling
balances our paper currency was sbout Rs. 17® crores. In order to
pay for the exports and valuable services rendered by our people, more and
more paper currency was issued, these were put in the Reserve Bank, and we
were paid in that currency and these were taken to be secured against sterling
balances which sccumulated in England. Inflation went so high that from
Rs. 170 crores it rose to Rs. 1,280 crores. The ultimate result is that the
whole ¢conomy of our country has been completely upset.

8ir, as I have said at the beginning, I do not mind as to what has been dene
in the past. What to say of Mr. Churchill, Mr. Attlee, the Prime Minister of
Englund bas gone to the extent of saying that they are considering whether the
sterling balances could not be cut. The question of the scaling down of the
sterling bslances is being raised over and over again. The hon. the Finance
Minister told us this morning, in regard to the discussions that toek place in
the House of Commons on the question of sterling halances, that he hss asked
our High Commissioner in London to enquire whether the Sterling Balances
Agreement entered into between India and the U.K. is going to be a unilateral
agreement, or bilateral agreement and whether Britain is going to stick to the
agreement which they have entered upon or not. From the reply that he
received from our High Commissioner after his talks with the British Govern-
ment our Finanee Minister says that he was satisfied. Sir, as I have said, I
do not want o blame him, but 1 would request him not to be so easily satistied
with what the British Exchequer or the British Government says. 'They had
been telling him up to the very end that they were not going to devalue the
sterling. Till the actual decision was taken in regard to devaluation, they did
not take him into their confidence, so that he may be prepared for what he
should do with our currency.

Without taking much time of the House, I want to make one concrete sugges-
tior for the consideration of the hon. the Finnance Minister. Our Government
should settle the question of the balanee which is to sur credit out of the ster-
ling balances. The British Government should create a fund for the amount ot
our sterling balances due from them to our credit in the Monetary Bank so that
we can utilize the same to the best advantage of our country. Whenever we
require any material we can draw upon that dollar resource and go on building
up the economy of our country.

Sir. the Sterling Balances in the beginning were Rs. 1,700) crores. Now it
has been reduced to Rs. 700 crores: we have only Rs. 70{) crores to our credit
with the British Government in the form of sterling balances. What has hap-
pened to Re. 1.800 crores of sterling balances? The hon. the Finance Minister
said that a portion of this amount was utilised for the purchase of defence
stores which the Britishers or the Americans had left back. I do not lmow of
what use those stores have been, whether it was at all necessaty to go in for
those stores. Then about 986 crores of rupees were paid for -capitalising the
pensions due to the British Secretary of State’s service officers who were here
in order to keep up the British*Empire. The rest of the sterling balances
which had accrued has been spent away, for what T do not know. They have
been spent on the*imvort of useless materials from sterling areas. It appears,
when our Prime Minister was in the U.X. he was told, “Well, your Govern-
ment has been importing things and drawing upon sterling balances in excess
of the amount agreed upon by the Finance Minister’’ They knew that the
materisls which thay had be#n exporting from their country was to their advan-
tage. Otherwise, they would not have been blind to what was happening. They
wanted that a)l these materisls should go. They exported the materials and
finally put the blame on us saying that our Government has imported more
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thsn the agreed smount. All these were consumer geeds, useless materiale
without whioh we could easily have managed. In this way we have frittered
away all our sterling balances. My enggestion, therefore, is that we should
reopen the wholp question with the British Government, enter into a sort of
parmanent sgreement with them, put all the money in the International Bank
ageinst which security we can go on druwing from time te time for whatever
purpose we require in the interests of the country.

Sir, as my hon. Friend Prof. K. T. Shah has eaid, it was not necessary to
go in for these loans of 3¢ million dollare for the purchase of locomotives and
other materiale and agricultursl implements. Sir, so far as locomotives and
other materials are concerned, I sm not so much competent to say as to
whether they were indispensable. ~This has been a good bargsin but so far as
the question of the loan is concerned, I can say that it was not at all necessary
to raise 8 loan. If our Government had been vigilant to conserve our iorﬁn
exchange, it would not have becen necessary at all to go in for this loan. Mr.
Ajit Prasad Jein asked, ‘‘Well, what was wrong in going in for a loan?” Of
course, there is nothing wrong. But why should we put ourselves in 8 posi-
sion where 8 lender comes snd makes enquiries about our credentinls and
golvency? We have very good credit. When we have so much capital, Why

ould we not be vigilent in maintaining our credit and preserving our owa
will? Why siould we create circumstances and conditions necessitating these
arrangements?

Shri M. Tirumala Rao: Why shou'd not our capitalists respond to the
Government loans?

Shri B. P. Jhunjhunwala: You enquire of the capitalists.
Mr. Nazlnddis Abmad: The Government have finished them saitogether.

Shri B. P. Jhunjhunwala: My friend Mr. Tirumala Reo says that +the
aapitalists do not subscribe to the loans floated.

Shri Mahavir Tyagi: Because there is wastage.

Shri B. P. Jhunjhunwala: No. I would ask my friend Mr. Tirumals
f!30 to see what our Government are doing regarding the Investigation Com-
mission. The whole money is hidden. As soon as they are traced by fthe
Investigation Commission, they will come out sand put in industries.

Sbr] Suresh Chandra Mafumdar (West Bengsl: Genera!): The capitalists
ere %80 poor te &ubscribe for loans.

Shri B, P. Jhunjhunwala: No. Sir, I was saying that going in for a loan
of a Paltry sum of Rs. 30 crores is not necessary. As regards the terms of the
losn, as Dr. Deshmukh was eaying, we are compelled to purchase such and
such material only with the loan. We should not take & loan on such terms.
We should take loans in order to. spend ss we like. If we take losns on
condition that we purchase such and such machinery with them, what will
happen if tomorrow we find that we do not require that sort of machinery?
What are we to do then?

8ir, ag Dr. Deshmukh was saying sbout the tractors and other thimgs, T
bave my own apprehensions sabout the schemes which the Goverament have
on hand for the development of agriculture and so on. I differ from them. It
may be that they may be successful, but I feel that they will have to change
their policy very soon. These tractors may not suit our country. This traockor
econom¥ may not succeed in this country at present.

The Henarable Shri Jairamdas Donlatram {Minister of Food and Agri-
evlture): These are reeclamation tractors and not cultivation tractors. They
ave heawvy #rectors. ’
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Shri Mabavir Tyagi: Will the land be reclaimed every yesr or only ance?
The Banounable Chri Jairamdas Doulatzam: Once only.

8uri B. P. Jhinjiunwala: [ now come to the agreement for the Dainodar
Villey Project loan.

Mr. Deputy-8peaker: I believe it is not before the House now.

The Homourable Dr. Jobn Mattbai: I made a reference to the negotistions
that have been going on.

Shri ¥. T. Erizhnamardati: We will have another dcbate Zor that.

Sori B. P. Jounjbunwala: I was telking about the whole policy. Whid
1 wae eaying was that in this matter a very high officer who is now in the
setvice of the Government of India,—1 do uvot want to name him—eaid thet
they had a discuesion with the people of the International Monetary Bank and
then they made enquiries regarding the machinery and technicians. He gaid
that if these peeple are earvest in giving us the loan and in developing our
country, the muchinery was available in America and techuiciane were
available. The prices too, he said, were 25 per cent. lower than that quoted by
Britain and other coumtries. The Government could have got these things
three yeats in advance and made the projects eompletc three years before the
estimated time. But the International Bank would rot advance maney. The
Americane will not sell ug those plants and machinery. 1f we take loans fram
tbe International Bank on the conditions stipulated, we will be submitting o
their gupervision of our national worke such ae our irrigation projects, etc. 1
fer my part would not accede to such terms. Ae has been stated by Professor
8hab, 4l tbese questions of sterling balances and the amounte that wil be
reteased by others and epent by us and these loon sgreements shontd be enfjuited
intw by the Devaluation Committee alrewly appointed and a decision resched
by Government.

Sir, I do not support the amendment which has been moved by my hon.
friend Shri Ajit Prasad Jain.

S#rdar Bhopinder 8ingh Man: Sir. T had no intention to interfere in this
defate. 1 was hoping in u vague way, ib a proverbially agriculturiste way,
that we were going to have loans to finance our agricultural industry and was
bappy about it. But this morning, on a ‘point of clarification, I was told thaé
the loan that wae going to be advanced to us is not meant for the agricultural
ildustry as such, but only for a parkicular item, heavy tractors only. This
clarification turned my happiness and joy inte disappointment. The hon.
Minigter, a financial wizard as he is, has shown oologsal ignorsnce of agri-
cultural industry and its needs. He has agreed to purchase reciamatop
ttackors or heavy tractors. The impression has been given that probably with
ths srrival of these heavy tractors our food problem will be solved. The fact
however is that in the cultivation process reclamation of land is just ome item.
After reclamstion it will be light tractors that will be required.

Oh. Ranbir Singh (Fast Punjab: General): For that there are several
bullocks in the country.

fardsr Bhopinder Situgh Man: Any land once ploughed with heavy tractors
cannot be ploughed with bullocks.  Besides the economy and epeed of
mechanised Agriculture is different from bullock plough economy and speed.

Ch. Ranbir 8ingh: You nannot do reclamation work otherwise.

Sargar Bhopinder Gingh Man: A land which has been once resthimed Wwith
the aid of heavy tractors would require the use of the sanve tractors six yewss
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later. 'I'he use of the heavy tractomxs for other work would be uneconomical.
What will we do with them in subsequent years? The result will be that these
heavy tractors will become a heavy respounsibility in subsequent years. This is
purchasing one blade of scissors only. What can we do with the reclaimed
laud unless there are tube wells to irrigate this land. Take the ‘‘kadar” area
in the United Provinces. The position is that in the land which was reclaimed
lust year we cannot sow now, because there are no light tractors in the Central
Tractor Organisation. There are only one type of tractors there and thaf is
the heavy type. When we approached the authorities saying that the land
which was reclaimed last year is going to lie fallow this year, the reply was,
“We have no light tractors.”” The result will be that without a well-co
ordinated and weli-planned scheme for the entire agricultural organisation, the
purchasing of only heavy tractors would mean sheer loss. Again, take C. P. or
Bhopal. There are certain areas there where the construction of tube wells is
not possible, because the water level is too low. Naturally there we shall have
o erect dams and construct canals. For this dam machinery is required. With-
out dam machinery, this area which yeu are going to reclaim wili be of no use.
My point is that this scheme of purchasing one type of machinery will not be
conducive te the agricultural industry of this country. So I request the hon.
the Finance Minister to impress upon the Banke that they should enlarge the
ecope of this agreement so far as purchase of the machinery is concerned. The
machinery should inclule not only heavy tractors, but light tractors, tube
wells and dam machinery. Along with this, they should not forget also that
the tractors with the Central Tractor Organisation will require repairs. These
tractors require repairs in the field and we have no adequate repair arrange-
ments and when the tractors require repsir, they have to go either to Bombay
<r Delhi. Therefore we shall have to get repair-shop equipment. Unless we
view the entre agricultural industry of the country as one organic whole, this
one-sided isolated purchase will lead us to sheer loss.

Sori M. Tirumala Bao: ls it proposed that the discussion should conclude
today or would it continue for another day also?

- M. Deputy-Speaker: There is no t:me limit. As long as discussion conti-
nues on all relevant issues and the House is interested, it will go on. I have

yot a number of names here apart from those who have tabled amendments.
Therefore in the fitness of things, I am afraid it will go on.

Shri Arun Chandra @uha: Sir, the principal agreement regarding sterling
balances was compieted in July 1947. Then that principal agreement waa
extended on two different occasions up to 1851 and during this peried that
agreement has also been modified in certain matters, but since the last modi-
fication, there has been a new development, i.e., the devaluation of the sterling
«ud of the rupee. This has made a great significant change in the whole

Tosition and that is why I have moved the motion for a reconsideration of the
whole situation.

Sir, money as such has no particular value except for its purchasing power,
Sterling before ite devaluation had a certain purchasing power in the inter-
national market, and after devaluation it has lost that purchasing power. Here,
I should like to enter into the genesis of these balances. These balances were
accumulated because of the services rendered and articles supplied by India
during the war period. Also because of the expansion of our foreign trade and
also certain restriction of our imports, our trade balance position was favour-
uble and there were accummulations on that account also. Then, Sir, the
services rendered and the articles supplied were rendered and suipplied not only
to Britain but also to the United St¢ates ard other allied countries. 8ir, we
could have -got dollars from the U. S. A. for the services rendered and articles
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supplied to them, and for the services and articles rendered and stpplied to
the United Kingdom, the United Kingdom would have to pay by rupee i cash
to India. But because of India’s political subjection to Britain, all thesc were
utilised for the benefit of the United Kingdom and these balances were allowed
to be accumulated in the form of sterlings. The Beserve Bank of India was
compelled to hold these reserves with the Bank of England in various types of
securities. Sir, the White Yaper published on the subject makes it clear that
these balances were thus the absolute property of India and would not be made
the subject matter of discussion with any foreign power on any discretionary
basis. These are not inter-governmental warloans. We cun understand, Sir,
that Britain also has a difficult time and somehow or other we feel that our
economies and finance are closely conpected with those of England and from
tbat point of view, we may be ready to make some concessions, to show some
accommodation. so that the United Kingdom may tide over her difficulties.
But now it is not & question of India making any accommodation. Now it has
become a question of the debtor showing some aceommodation to the creditar.
It must be remembered that Indis is the creditor and Britain is the debtor in
this case,

Sir, the position in early 1947—1 am quoting from the White Paper—was
that India was free to utilise her sterling balances in any maunner she pleased
for expenditure in or remittances to the soft currency areas. She was also
entitled to convert them into dollar or auy other hard currency at her own
discretion.

Such was the position in early 1847 but since we have become independent
the position has changed adversely for us.

One peint which was made much of is that we have been allowed to have a
greater dollar convertibility, that is, previously the dollar convertibility
wus only available for 15 million pounds tbst is up to $60 million and now
it has been available up to $150 million to fill up our doliar gap. It has been
caloulated on the basis of 75 per cent. of the 1948 imports, but Sir, that should
oot be the standard for our necessity for development. The 1948 imports as
far as 1 can understand were mostly of luxury goods and consumer goods and
not much of capital articles were imported in 1948.

The Hanounahlp 8hri XK. 0. Neogy (&finister of Cammerce); Questian.

8hri B. K. 8idhva: Last year tbe Honoursble Commerce Minister said it was
2 per cenf.

The Honourable Shri K. C. Neogy: It was 1'5.
8hri Arun Ohandrs Guha: During the war period, Bir» we should have beem

iven sufiicient faciiities 1 deveiop our industries as they did in America.
he Grady Mission came to enquire into the possibilities of industrial develop-
nient of our country and its recommendations were there but we were not
given that facility. Then after the war when we have got Independence, we
have got that political facility and we should devote all our energies and
resgurces to that. Now we have to undertake that development plan but we
have been handicapped with this that our dollar imports ahould be only up to
75 per cent. of the 1948 import and that I think is a very bad bargain.

The present 50 million sterling release is also very inadequate. Another
pomt whioch I should have mentioned before—I like to mention here iz that
as far I know, India is perhaps the second largest dollar earning country in the
Commonwealth. As such she should have much better consideration from
tho Commopweslth countries but instead &he has been scantily and niggardly
treated in all these matters. Another point which has been stressed mucl is
that all the Commonweslth. countries have to undergo 25 per cent. cut of their
dollar import of 1948. The United Kingdom can afford that as she ia & highly
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itdustrialised and developed country but I think India which needs develop-
ment, and industrialization at a very rapid pace cannot afford to undergo this
sucrifice. England is a rich country and is like a giant but India iz a posr
country—a dwart compared with the U. K. and this eguality of sicrifice means
& greaf injustice to the poor country, India; and it would simply mesn thé
strangling of ber future desvelopment and from that point of view algo that
equaiity of sacrifice of 25 per cent. from the 1948 imports is not a fair concesgion
for India.

A third point also has been emphasised and that is that we have been
restored to the full membership of the Sterliug area. By itself that is not a
very good consolation. We should seg if it really brings any benefit te India.
When it was convenient for the United Kingdom, she decided that India should
not be a Member of tne Bterling area and now when it suite har she again
restores her to the membership of the Sterling area and India has been asked
to share all the obligations and of course the privileges will scantily come to
India. India has one privilege of surrendering her due share perhaps te the
benefit of Britain. India will put all her dollar earnings in the dollar pesl to
gét back only in doles. That is the condition on which this whole agreement
bee been signed.

Particularly after the devaluation, the whole agreement requires te be re-
considered. As I have stated before, money by itself has no particular value
except as purchasing power but 58 million sterling may mean something before
tha devilustion of sterling but it does not mean the same thing today. 8o the
whole thing should be reviewed and reconsidered from the point of view of
devaluation and also from the point of view of our future industrial develop-
ment.

Then Sir, as for the loan agreeinent, this 4 per cent. interest is much highér
than what the other countries have been getting. As far as I reme 5
Britain got a b:g loan from America some yesrs ago and I think the intarest
was nov more than 1.5 per cent. or something like that. Some months agy,
the Government of India tried to raise an internal loan and the intetest wds
33 per cent. and now we are giviug an interest of 4 per cent. to an international
bank. . Tt ‘alte 4 @ Hecredivebls bergiip for Ind. I nouse v this Man
brings no credit nor is it fair to India. Moreover as for the purpose for which
this loan has been brought, I differ from the policy of the Government. Sir,
I have stated on many occasions that our first effort sbhould have been to build
our internal economy on the basis of decentralized economy, rural economy,
that is industry on the basis of co-eperative and rursl enterprise and that
sNS AR BuFer bRlity Gtk Rret dtierapt and then we cvild hivie gbne P6% bigher
indestries. These smallér industries could have given immediate results but
inistead we have been rushing headlong for bigger industries for which we shsll
hive to weit for years till we can get any result if those schemes and plsus are
all carried to a successful end. And that is a big “if'’. From the poin¥ of
view of future development and of immediate needs also the foreign loan should
heve been nct for heavy tractors but for some other purpose which would have
given us immediate results sg regards supplying our feodstuffé and our bere
necessities. From this point of view also I think the whole agreement, thy
sterling balances agreement and the losn ugreement should be reconsidered,
particularly after the devaluation.

‘Mr, Deaputy-8peakar: 1 would like to knrow if any honourable Minister wasts
to tdke part in the debate. I find from the hon. Minister of Parliametrtary
Affairs that Government find it difficult to allot any other day and this day was
fixed for comPletion of this discussion.

Oh. Ranhtr Singhi: We may sit for a longer period.
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Mr. Deputy-Speaker: Would the honourable Minister of Commerce fake
part in the debate?

The Honomnrable Shrt &, 0. Neogy: No.

The Honourable Shri N. Gopaaswami Ayyangar (Minister of Transport aud
Railways): 1 do not propose to speak. Sir.

The Honoursblo S8hri Jairamdas Doulstram: I too do pod prupose to sposk.
W, Depnty-Bpeaker: Then the House may sit for half an hour, if it a0 wills.

Mr. Naziruddin Ahmad: There are many speakers and the subject is of greas
importance.

The Hanourable Dr. John Matthal: Most of the subjecte which have pcen
raised are subjects which were d<ualt v ith in some deteil duriug the devaluation
dehate and I do not think that I should take more than ten minutes or quarter
of en hour at the most.

Mr. Deputy-Speaker: The matter is in the hands of the non-official ejde.
If a pumber ot Deople want to take part in this debate, we can sit till half past
tive. I am wiling.

Shri M. Tirumala Rao: There is a commiltep meeting at five for some
borourable Members. ) - :

Mr. Deputy-Speaber: After oll there do not seem fo be many Members who
want to take part. Some suggestions have to be made as to what is to be done
in the future. Hon. Members will confine themselyes to this, whether it
should be ratified or not. We have gone too far in that matter and we can
-ocanclude by quarter past five.

Shri T. T. Krighpamacharl: May I suggest that the Chair calls upon the
bon. Finance Miister at § o’cleck. We can go on up to five.

Mr. Degnq-spnker:, I find it dificuls 4o ration time in view of the fact
that a number of friends are outstanding in my list. But if the House is
sareesbla to giti till auarter nast five. we will finish it.

Honourable Members: Yes, yes.

Mr. Deputy-Speaker: I will call the honourable Finance Minister at five
minutes past five of the clock.

Honourable Members: Very well,
M, Deputy-Speaker: Hon. Membeza must know thaf having regerd to the

time at our disposal not more than five minutes will be allowed to each Member.

It is not the intention of the Gowvernment to force this. It is a. matter
which is already over but haviog regard to the terms of the agreement this
matter may be taken up once again towards the end of December and there-
fore the Finance Minister would like to have some suggestions.

The Honourable Dr. John Matthal: T4 would be better, Sir, if this debate

was conevded today
Mr. Deputy-Speaksr: I shall call the Finance Minister at 8.5 p.m.

8hri T. Prakasam (Madras: General): Sir, the subject of sterling balances
eame before this House twi; or three time< mnd todav cne of the motions moved
bv the Finance Minister is for the consideration of the arrangement which this
Government has enteted into with the United Kingiom. T oulv wish that
the arrangements are not called agreements. In regard to the sterling balances
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India stands in the position of a creditor and Britain is in the position of a
debtor. It is the debtor that has been giving considerable trouble with regard
to the payment of the balances due from them to Indis. Indis has been
exploited always right through the Britishers stayed in India a8 our rulers.
Evea after they have quit we have been having trouble in regard $o getting
back our money frem Britain. Britain’s conduct in regard to this matter is
not the conduct of a debtor but that of a creditor or a dictator. I«ok at the
agreaments entered into by us. There is agreement No. 1. There is agreement
No. 2 which is for mere extension of time. Then there are agreements Nos.
8, 4 and 5. Our Finance Ministers are called to Britain and they have to
endorse what is suggested. Each time they say that we can take only so
much and not ask for more. That is not the way in which a debtor country
should deal with a creditor country. I am unable to understand why this
sort of conduct should be permitted to go on.

Some member said that he was annoyed that the U. S. Ambassador should
enquire about our credit-worthiness. But what is the position of our Govern-
ment here? We do not say to Britain ““You owe so much money to us. You
put ib down by such and such a date. We want the money for such and such
a purpose.”’

8hy] B. K. gidawa: If they do not pay?

An Haourzhie Mpmbdor: Abuse them,

Shri T. Prakasam: Mr. Sidhve aske “If they do mot pay?:’ Whe8 do our

people do in this country wuen debwors reiuse i pay:r Tucy threate. to go
the insolvency courts.

Shri B. Das: The British have got their capital here.

Shri T. Prakasam: That is what 1 say. Why refuse $o pay when they have
enough to pay. uovermnent goes Ou entéring . Agrecuents anu pPuuug
them before us and asking us to agree to them. I am sorry we are gomg in
a wrong direction. It will not be palatable to London to hear what I am saying.
It is said that we are tied down to Britain even though we are supposed %o have
become independent. We are tied down to Britain in regard to currency
matters. The 1s 6d ratio was settled on the fleor of this House 2& years sgo
and it is still round our neck. It is that which has brought about the devalua-
tion. They are still masters and we are still their servants. They are roping
us down into some arrangement or other which they call agreement. There is
no arrangement except-that we are always willing to give it the name of agree-
ment.

I would like to know from the Finance Minister how India has been treated
with regard to the payment of the sterling balances. ILet us see how Britain
is paying to other countries, small countries, how much is due to every one of
them and how much Britain has been relessing for their benefit. Why are we
treated in this manner and for what purpose? Our departmental heads go
there and enter into these agreements in this manner. We are treated very
l:adly and the amount we have to get from them according to them is not the
smount that is shown in the cash balalnces. On the 14th August 1947 the
cash. balance was shown as 1,160 million sterling. Out of that what are the
payments made to us till now? If I take each item it will prevent other
speakers from having their say. When we say that we want the whole money
Mr. Churchill was good enough to say last time in the House of Commons
“Why not we cancel the sterling balances sltogether?”” The hon. Finance
Minister gave some answer to Mr. Churchill but I was not able to follow the
lmphcatlons of that reply. Tomorrow when the General Elections come in
England the present Government there may go down and Churchill may come
into power and if he says that England should repudiate the sterling balanges
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eur country will go without getting anything further. Whet-is the guaravtee
you have in No. 1 or No. 2 agreement?. You go there and agree to take whai
they are prepared to give. They say ‘‘take 35 million dollars from this 1,116
million pounds account, put it into ansther account, be satiafied with it” and
we say "‘we are satisied’. Then they say ‘‘take another 35 million, we sbail
have Do objection, take it and put it into the other account’ and again we agree.
I would request the Finance Minister to tell us whether there is any guarantee
io any one of these agreements with regard to the payment of the balance due
to us out of the 1,116 million pounds.

Shri L. Xrichnsswami Bharathl: What is thas guarantee worth? That cau
algo be repudiated by them. If thisis {0 be 1epudiated, the very guarantee can
also be repudiated.

Shri T. Prakagam: My friend is quite right. We are in that position that
anything can be repudiated with us; only we are not to repudiate what is
tbrust upon us forcibly. 1,214 crores of rupee debt -(currency debt) has beeu
thrust upon us by Britain before she left India. That we have not been able
to repudiate. We have been taking it with us as a debt to be paid by the
people of India. Even in the New Constitution that bas been passed there is
no reference to that. No reference is made there as to how we have been taken
through by Britain in regard to these matters. It is s cruel treatment so fm
as Britain is concerned.  So long as there is no guarantee for the balance of
the debts due to us there is no use your bringing up these matters before this
Assembly, or any Assembly hereafter, and saying ‘‘you better agree to all these
things’’. We have been agreeing.

Your bell bas gone. I will have te stop here on tbis matter and I will revert
to another matter.

Mr. Deputy-Speaker: I am.extremely sorry. There does not seem to be
much fime for any other matter.

Shri T. PTakasam: If that is all the interest you can take in it 1 would also
stop. I lmow where the country is, where the people are, where the govern-
ment is and how we are going through the whole of this business. But wheu
we are made helpless we have to get through. With regard to the second item
of the loan-—the Internationai Monetery Fund loan (what a big name has been
given to it?)—tbe Sterling Balances are there on one side and this is another.
Of course America is the foremost country in the world today. It is a creditor
country not only to India but to tie whole world. What bas this creditor
country, America, been doing with regard to this International Monetary Fund
and the distribution of these loans for the help of the poorer countries?
Sixteen countries had been under the influence of this American Marshall Aid.
'Tbis Marshall Aid has become proverbial, we all kmow, and sixteen countries
were under that Marshall Aid. Of these sixteen Britain was one of the
countries. What was the position of Britain with regard to this? They entered
info an agreement like this, the agreement which has been produced here (No. 1
agreement; No. 2, No. 9 etc.) with all the concessions given to us, creditors.
There was an agreement like this under the Murshall Aid business. Britain
took the money. She entered into the contract and she was borrowing money
ar.d carrying on with that money. Two years back Mr. Dalton was the
Chencellor of the British Exchequer, the predecessor of Sir Stafford Cripps.
He was an honest man and he spoke the truth when he pointed out his own
position with regard to this Marshall Aid and the dollar-sterling exchange. He
stated that so far as bis country and the fifteen other countries were concerned,
the. exports which America had been making to all those countries were go
gross and so great that the exports exceeded the imports by 10,800 million
dollars. That was the position. When they came to that position Mr. Dalton
said ‘“how can I pay? I caonot pay this amoun$; I am forced to pay 13
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million doilare on a s.ngle day; for five days if 1 pay like thie I have ta shell
out 6J mulioa dossrs; DOW ciau 1 pay; sv L declure that 1 suspend this agree-
ncnt’’. ‘Yhen le sturted thus new business. Britain aiways succeeded in her
dithcutties without haviug a single penny because it had at $he hexm of affsirs
the top tivance men in tne worid. tiaving suspended the payment and haviug
made 1t clear that they were not in a position to deul with the situation, he
started the other thing. But. we were ready for everything. lake the
Commonwealth. We were drawn into the (ommonwealth and our leader,
Pandit Jawaharlal Nehru, told us that bemg part of the Commonwealth does
nos mean thagindis ia committed to anythmg, India remains untouched aluhough
it is in the Comimonwealth. But it does not appear to be gso. kFrom stage to
stage we are heing ¥n in the name of this Commonwealth. In the Finance
Ministers’ Conference that was held recently in England Pandit Jawaharlal
Nehru also was there.

An HMoaourable Member: (Go to another point.

8hri T. Prakasam: There is no other pomt. ‘ilis poiut will cinclude you
and me also. You cannot depend upon these agreements. It cannot be a
better document than what Dr. Dalton had in his head when he suspended the
agreement altogether, You must have a long vision. You may not understund
the, position. '1heu huve it examined as to where we stand tolay, where we will
ntund tomorrow. ‘then on the top of all these things the devaluation of the
sterling and the rupee ulso came in. ‘The sterling may be devalued, I can
understand. But why should the rupee also be devulued? It is because we
were tied to it twenty-five years back. At tha time when the Bill was passed
into 1aw on the floor of this House--when it was enhanced from one shilling
four pence to one shiiling six pence-—we tried our best and we fought much.
‘{*huat position is continuing even now. I would request the Findnce Mimister,
the Prizne Minister and the whole Cabinet to consider whether the position in
which India stands toduy, of being dragged from steriing devaluation to rupee

devalugtion, is oue in which India can get on and whether the people ean survive
if these things continue.

I'herefore I would appeal to the Government to consider calmly how these
things should be readjusted and resettled. And unless drastic steps are taken
ley me tell you that economic conditions cannot be restorel, aud financial
conditions cannot be restored. "You may be issuing statements and we may
also be trying to defend ourselves, but we are heading towards s crisis. We
huve come to that crisis now. I have been teliing for more than a year or so
that we have been heading towards this crisis. It has come on us with the
devaluation, Where it will take us we do not know. I would earnestly appeal
to Dr. Matthai and all bis learned friends who are with him in the Cabinet to
eonsider the situation and do the needful at the proper time at lesst at this
stige.

Mr. Deputy-Speaker: I am satisfied that there has heen fufticient discussion
on this mutter. There is no meaning in sitting longer. 1f the Government
wnats, let it find time. Even the motion as it stands is for consideration—
there is no particular resolution. 1t is to be discussed, so there is no bharm.
"he House will now stund adjourned.

I Assembly then adjourned ti'l a Quarter to Eleven of the Clock on
Wadnesday, the 30th Nowember, 1949.
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