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amafa wgea : g @ & e
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17.29 hrs.
ARREST OF MEMBER
(Shri Sarjoo Pandcey)

MR. CHAIRMAN : 1 have to inform
the House that 1th: Speaker has received the
following wireless message, dated the 1ith
August, 1970, from the Sub-Divisional
Magistrate, Jaunpur :

“Shri Sarjoo Pandey, member, Lok
Sabha, arrested today at Jaunpur at
10.30 P, M., under Section 114, Criminal
Procedure Code, and lodged in District
Jail, Jauopur, under order of Sub-
Divisional Magistrate, Jauopur.”

17.30 brs.
HALF-AN-HOUR DISCUSSION
Indo-Nepal Trade Talks
SHRI N. K. P. SALVE (Betul) : Mr,

Chairman, Sir, our preseat Treaty with Nepal
on Trade and Transit is to terminate on the
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31st October, 1970. From the press reports,
it appears that the pe~ple negoiiatiog the
Treaty which is now to commecoee from the
1st Novermter, 1970, are haviog aoxious
time.

Sir, the cordial relations which have
existed between the people of Nepal and
India dating back to the dawn of history, as
it were, are not on account of purely geogr-
aphical factors or physical proximity of the
two countries. These may bave been the
contributing fuctors. But they are not the
determinant or conclusive factors. The
reason is deeper. There have been very
intimate and deep bonds between the people
of Nepal and India, because we share a
common heritage ; we share a common cul-
ture and we ulso share a common religion.

That is the reason why even today we
centinue to share with them the same trials
and tribulations which we are facing in the
bitter struggle, inch by inch, for the economic
emancipation of the down-trodfiden and the
pveriy-stricken people  «f Nepal and of
India. Therefore, fur anyone who is capable
of bringing a modium cf objectivity and
who is not dispossessed <f his rational faculty,
1 am unuble to sce, how one could think
there is not an identity of economic aspira-
tons of the two countries, In fact, 1 submut,
there is mutu.lity in the economic aspiraticns
of the two  countrizs, Oune would not be
very far fiom truth il onc said ‘hat the
economic development of oune ciountry and
the rconomic development of the other
country are not mutually exclusive. That is
why I was very distressed to read in the
papers that an unwarrant.d, unnccessary,
misunderst.nding has cume ibout which is
impeding th: negotiations which are going on
to have the next Trade and Traosit Treaty
between Nepal and India

It would be wholly purile and imbecile
for anyons lo consider that in executing a
tieaty between countries like India and Nepal
it wou'd even remotely be necessary for
either of the two countries to damage the
econcmic interests of the other. The Treaty
can be made for the larger good of both the
people of Nepal and the people of India.

Nepal app=ars to be anxious for seeking
two concessions from India. The first
concession which it is seeking from India is
that buing a landlocked country, it wants free
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and unrestricted transit facility to and from
Nepal to our ports and the secoud concession
which it is sceking is an unrestricted right
for the goods manufactured in Nepal to be
marketed in India 1 /or one would apprecia'e
and spmathise with the demand or the
expectations of the Nepalese in this respect.
Naturally, placed as they are and placed as
Iodia is, one can understand why they are
secking these two concessions from India in
the new Treaty,

The present debate is being held ata
very delicate time because the negotiations, I
belicve, are still gring on which are in very
able hands. The Timss of India carried a
report of the various difficultics into which
the egotiations have come a»out and that
Mr. K. B. Lall, on: of the most able men we
havs in Government of India not only as a
diplomat bul also as a negotiator, is in com-
mand of the whole matter. I hope, he will
do a thorough job. He seems to have said,
when he found himself in difficulty, that the
signing of a Treaty is not as simple as
delivering a sp.ech—he is signing a Treaty and
I am deliverrng a speech, have the deliacy.
Therefore, | do not want to sav a ¥y hiig which
is hkely ts cause emba:rissmeut or create
difficulty to the negotialing parties. But I
certainly wouid venture to sugg:st that lodia,
situated as it is, should look up 1o the en‘ire
proposal as sympathitically as possible and
afford appropriate concessions and show
utmost manganimily that it can to help the
people achieve economic prosperity which
the due of the people of Nepal,

17.35 brs.

[Shri Shei Chand Goyal in the Chair)

And this, 1 am sure, we are doing [ am
suggesting this not in a spirit of very great
patronage we are offering to the people of
Nepal or a very great favour we are showing
to the people of Nepal but in a spirit of co-
operation, assistance and a-sociation which
is expected of a fam’ly member, But as
riports have appeared in the Press, it is my
duty also to point out that it is necessary for
Nepal also to realise a few very important
things. India's entire political set up is
much different from that in Nepal. It is not
my business much less the business of this
House to discuss what is bappening in Nepal
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and what is the political set up in - Ncpal or
how they take their decisions. But, we,
here. in India are bound by a sysiem of
parliamentary demccrecy and further ae are
pledged to sccialistic ideals which has placed
its basic limitations on t! ¢ entire set up the
mechanics of the trade as such. Ouggisa
very highly controlled and regulated economy.
We have rcgulations on the trade. We have
regulations on various goods being imported,
We have channelised several good coming as
imports and it is impossible for us to accept
a proposition in any trealy or oiherwise
which will either wholly or subs an‘ially
dilute the basic policy to which the Govern-
ment is pledged. I do hope that Nepal
reelises this, Now the existing provi-ions of
the treaty, if one were to analyse, are most
unfortunate. But the facts are absolutcly clear.
Not for a moment do 1 wish to criticise the
Nepalese Government or anybody in au:hority
in Nepal. 1 am only confining mysely to
facts whioh are germ:une to the debate which
bhas been raised herc, It is a very imporiant
debate and I do hope the people of Nepal
know our reactions here. They know what
goodwill we hold for them.

It has been found, very unfortunately,
that the existing treaty, instead of helping the
people of Nepal as a whole, helpir g them
towards industrialisation, helping its (rade,
has only heiped a few uascrupu'ous traders
on that sidz of the bo:der and & few unscru-
pulous traders on this side of the border.
Takir g advantage of treaty these unscropu'ous
traders, some of them Indians .nd si me of
them Nep:lese, molivated by considerations
of get-rich-quick attitude have been able 10
make fantastic and fabulcus profits as a result
of the treaty. Itis well known that these
people are putting up some sort of a pseudo
industry and that that industry is run by
goods which are imported into Nepal at a
very cheap cost; they are chcap because
Nepal has very negligible import duty.

These goods are ultimately sent to India
at a fabulous profit. The nect result is that
it does not cater to the commerte or trade
of Nepal as a whole. It only benefits very
few people.  Ultimately it is the profit on
imports cnly which is being made in this type
of tusiness.

Further the pext extremely perpieious
nffect which this treaty had is the export of
cudian goods yjg Nepal. It has been found

Infortunately that Indian mica, jute, leopard
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skin, goat skin, pulses of Indian origin are
routed yjg Nepal. Purpose ? Because Nepal
has what they call 8 bonus voucher scheme.
They give a certain bonus in respect of the
foreign exchange earnings to the exporter.
Nepal does not produce even & tonne of
mica, It is produced in India. but it is
routed yjg Nepal solely for the purpose of
getting this bencfit of foreign exchange entitle-
ment, | am unabie to understend how it is
ever going to benefit Nepal in the long ruu,
it is going to benefit a few people here and
there. Surely, whatever the treaty might
contmpleate, . it is not going to contemplate
& patronage for the benetit of a few. This is
exactly what we want to fight at least on this
side of the border, if not c¢n that side, I
submit, thercfi re, thut it is absolutely neces-
sary that il Nepal needs greater and greater
assistance, we should willinglv take that
burden on vs. A direct burden of assistance
is much befter than this type of burden as a
result of which only some and not the entire
people of Nepal berefit. 1 submit this type
of treaty which bas the trappings of the
economic welfare of Nepal, which has the
pretence of catering to the industrialisation
of Nepal but in reaiily bencfits only a very
few is a treaty which is sol:ly pernicious for
the people of Nepal and it is disasirous so
far as we are conzerned.

And, I do hope our people will be taking
care of all these aspec's when the new Treaty
is entered into.

There is one more aspsct to which I
would like !0 make a reference before [ sit
down, It is, Sir, the political aspect of the
entire matter with Nepal. It is moast unfor-
tunate that the Sino-Indian relationship has
been far from satisfactory We have tried
our best to improve relations with China but
without success. It is, however, most
unfortunate 1hat Nepal is trying to take
advantage of the situation in which it is so
handling the balance of pow.r that at times
it is apt to politically pressurise India. This
will never help Nepal. Whatever else way
help, this will never help Napal and it will
only brirg about an unfortunats situation
between Nepal and India. 1 only do hope
that this situation will never worsen,

Finally, 1 submit : The Nepalese authorl-
ties would be comm:iting the greatest of
rolitical blunders if they coatinue to first
with the present Chinese regine forgeiting the
the bilter lesson of history which we oursclves
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bave learnt, as a result of the imdiscretion
we commilied, in Mirting with the Chinese in
the fiftis and earlier. Trat is all my sub-
mission. Thank vou.

N ®a wm A (faedt @19) -
wwrifa w@za, oY gg ¥ wrAda fox
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gifar & f& wmar a9 g @w
a1 § IA% a1 ¥ IAFT F47 @ATH 0
R ag Wt qaary fr fraar enfier
§N &7 weerar & A & 9 fgrgem
# o fegeaa ¥ argx =wEAr Hoqan
gast QFw F fau st aF gad sar
Fgq @ § =1 feaar gz A
g A fear g

SHR! SAMAR GUHA (Contai) : There
is no doubt and it is an accepted fact that
India and Nepal are inseparably tied up
with one another historically. socially,
economically, culturally and cven from the
standpoint of religious affil.ation. But it is
also a fact that it is with the blood of the
Indian revolutionaries that now the new
regime is working in Nepal, and on the
basis of the sacrifice of the Nepali Congress,
the royal regime is there.

Naturally, our fate is interlinked with
that of Nepal and vice versa, But, unfortun-
ately, I should say, the Nepal royal rule is
going to a point of a limit so far as the
trickery of diplomacy that is being played
with India is concerned. India has been
very soft and has always been silent
about the developments inside Nepal. But
the recent polities and the economic attitude
of the Government of Nepal has brought at
least—I do rot know whether it has done
s0 with the Government, but—the real penple
of India friendly towards Nepal to a poiot
of a sense of exasperated toleiation. Nepal
is flirting with China on ome s'de and with
Pakistan of the other.

MR. CHAIRMAN : Let
Member come to trade relations.

the hon.

SHRI SAMAR GUHA : I am coming
to that. You will remember that Mr.
Chou-En-lai  visited Nepal and President
Yehya Khan is going to visit Nepal. Nepal is
Nepal so much sensitive that if we accord
any welcome to our former comiades of the
Socialist Party, the Koirala Brothers or any
socialist Congress members, immediately
a row is created in Nepal. But it is our
information that the Naxalite headquarters
are being operated from Nepal.

MR. CHAIRMAN : He should pot go
beyond the scope of the question,
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SHRI SAMAR GUHA : I am giving the
background because economic relations are
not outside the purview of political relations.

There was a report recently—it must be
with our intelligence—that Charu Mazumdar
and Kanu Sanyal were in  Nepal ; they ’
operated from Nepal and are stll operating
from Nepal. Nepal is the hopping ground
to Tibet. I also say this—report must also
be with our intelligence—that two or three
months ago Charu Mazumdar and Kaou
Sanyal went to Lhasa through Nepal with the
held of the Nepal Government.

I have used the words ‘exasperated
toleration’. The limit of that toleration has
reached. Not only that Goods from China
and Pakistan are smuggled to India through
Nepal. You know there is a Dacca-Khatm-
andu air link Goods come directly from
Tibet to Nepal and then find their way to
India. It is easier for smuggled goods to
be brought to India from Pakistan via Nepal,
Our Indian market is being flooded with
such goods. .

I want to know whether during the talks
with the Government of Nepal this very
important point that Nepal is being used as
a headquarter of  anti-Indian  extremist
“forces which is bound to have iis impact on
trade and economic relations with India was
brought up, and what steps the Government
of Nepal are going lo take to stop the
smuggling of Chinese and Pakistani goods
through Nepal to India I want also to
impress on  Government that that state of
silent spectator and soft friendly attitude to
Nepal should be given up. It is time Nepal
knew that the politics of flirtation has its
limit, and if it is crossed, then India, for her
own interest will have also to react for the
benefit of the people of Nepal, may be
possibly against their royal ruling family,

it FY s Twt (aiwn) o AR
fax ot @z qz 7 Fgr fr ganrt wmi &
g8 & A 37 Jareh i A fama
A Y FITAAT qTT FE H AER €|
ag am @A &1 fEg g A7 oF
w@dT e § O IAFT AEAT FT AET
T TATY Qr TxAA AUy AIAFT G FAT
gWr | 9l warafy 7wz wrer w310 fr
srfes avat o3 frame w0 awa g i
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AR A WA €RAT ) HT W@ F AV
# mrex fagar &, g4 awg & Aot
gig s awg ¥ W@ HT G &
f gady w@fa #reme ?

ama os EY Fgt wgar & &
aEar ¢ uF 3T & fag W gEd
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qEAT B O FAGE O F qi 9K S
[ g% "W wfaw & g 57 Afafzea
FA%E a4 & fog §t vwr e @ ?

Indo-Nepal Talks

THE MINISTER OF FOREIGN
TRADE (SHRI L. N. MISHRA) : I do oot
want to go into the political questions raised
by some hon., Members except on point
referred to by Shri K, L. Gupta, that we
should not interfere in the internal affairs
of Nepal. 1 should like to state here and
now that we have never Intercfered in the
internal affairs of Nepal nor have we any
intention of doing so in the future, Nepal
is a sovereign country and is free to choose
its own way In the mancer it like.

18.00 brs.

1 am glad hon. Member Shri Salve bas
provided this opportunity for a discussion of
the relations between India and Nepal,
particularly in the matter of trade and
transit. There has been so much said
particularly in the Press in Nepal about
difficulties in the matter of transit of goods
to and from Nepal through Indian territory
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and it is useful to have an occasion like this
to stand back and look objectively at these
matters, Nepal, as we all know, is a land-
locked country bounded in the noith by
Tibet, while the castern, southern and the
wesiern borders are with India, India and
Ncpal .re closely linked up by cultural and
historical ties and with an open border bet.
ween India and Nepal there has been tradi-
tionully & very strong economic and social
link with India. The flow of people, goods
and services has been fairly free aud, as
result, over 90 per cent of Nepal's trade has
been with India. There has glio b-en
considerable movement of lsbour bea'ween
the two countriss, particulerly in the Terai
region.

In the carly 195%s, a budgetary sysiem,
a modest but modern administrative and
banking machinery were all introduced in
Nepal. In the matter of trade and aid,
India and Nepal adopied policies approp-
riate to the needs of the situation, and I am
sure that hon  Members would always be
happy to see India playing its humble role
in the economic development of Nepal.

It is inevitable thut between two
sovereign and independent countries, however
friendly and traditional their relationship,
there might be differerces, occasinoally, in
approach and emphasis. 1 wish to take the
House into confidence and say that it is
not in terms of the treaty of trate and
transit which cause any difficulties. This is
in answer to the point made by Shri Shiva
Chandra Jha.

As hon Members arc aware, Sir, a
treaty of trade and commerce was concluded
in 1950 under which so far as Nepal’s trade
with countries other than India was con-
cerned, the Government of Nepal levied
duties on imports and experts at the same
rates as those levied by the Government
of India on imports and exports into India.
Again, although there was no bar to the
Government of Nepal maintaining a separate
foreign exchange account, they continued to
let foreign exchange earnings be deposited
in India and let Iodia provide foreign
exchange necessary for Nepal's imports.
This was up to 1950,

When the treaty came up for revision in
1960, Nepal's understancable desiie to
control its own foreign exchange onerations
was incorporated in the following terms :
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ot AvF gATC AERY (W) c ag @
a7 AW § | 7T wgiea fadh g @
% fis ot afig gf dY,...

s ®o At fam : At gy wmAa
azET FY Mg ¢, & faw gaar § @
arar g, 99 & SATRT AG |

MR. CHAIRMAN : Mr. Salve, kindly
let him proceed in his own way.

SHRI L. N, MISHRA : T quote :

“Payment for transactions with third
countries will be made in accordance
with the respective foreign exchaoge laws
rules and regulations of the two coun-
tries, The coniracliog parlies agree to
take eflictive step, in co-operation with
each other, to prevent :nfringement and
circumvention of the laws, rules and
regulations of either coun'ry in regard
to matters relating to foreign exchange.”

Transit of Nepal:se goods through
Indian territory to third couutries had not
posed any serious problem as long as the
import and export duties levied by Nepal
we:e the same as those levied by India and
the forcign exchange operations werc con-
ducted through Indla, As I bhad stated,
Sir, even with the provisions of the treaty
of 1960, it is not the terms of the treat
which cause difficulties. '

However, as hon. Members will readily
appreciate, there is a deep interconnection
between the existence of a free and open
border between India and Nepal and the
provision of transit facilities through Indian
territory lor exports fiom Nepal to third
countriss and imports from third
countires Into Nepal. In terms of the
treaty, the Government of India bave been
providing and will continue to provide
facilitics for the transit of goods of Nepalese
origh to third countries. Nepal's trade
with third countries has grown from a little
under two million dollars in 1962-63 to over
20 million dollars in 1968-69. While this
should be coovincing to any impartial
observer, of the facilities provided by India,
there is a problem created by the deflection
of iade by certain unscrupulous elements
which lends itself to presentation asa
d.fliculty with regard to transit.
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The Government of Nepal operate an
Export Exchange Entitlement Scheme,
popularly called the Boous Voucher Scheme,
which unfortunately 1esults in diversion of
our trade and violation of our import and
export control,

While we prohibit the export of raw jute
from our country, His Majesty’s Government
of Nepal provide an export bonus for the
export of a primary commodity liks raw
jute to the extent of 30 to 50 per cent of
the f.0.b. value,

Again while we have an export duty on
mica, Nepal, while levying some export duty,
provides an atiractive export bonus for this
commooity. In he result, the traosit
facility is known to have bzen abused by
unscrupulous elements for deflecting Indian
export products, like raw jute and mica, into
the transit route and for deflecting ¥ia the
transit route imports from third countries of
items which are  either prohibited by India
or are subje t to very heavy import duties.

It has been explained by Nepal that the
Export Exchange Entitlement Scheme has the
sole objective of developing Nepal’s own
exports and that there is no desire to
damage Indian interests or circumvent Indian
rules or regulations. It has, however, not
been possible so far to agree on procedures
for consultation and cooperation to achieve
the common ends of India and Nepal,
namely, to bring about the export aspirations
of Nepal without deflecting Indian trade. It
isto be hoped that appropriate measures
and necessary procedures will be devised
when the new arrangements, beyond October
1970, are negotiated.

A further problem arising out of the
pursuit of different policies, particujarly with
regards to import and export duties is a
discrimination in the levy of taxes on Indian
goods. While we bave no difficulty with
Nepal adopting fiscal policies to meet its
requirements of a healthy and rapid develop-
ment of its economy, our concern is with the
discrimination against our products .and with
damage caused to our economic policies and
interests,

It will be the endeavour in coming to an
arrangement with regard to trade and
traosit after the expiry of the present treaty
on the 3lst October, 1970, to agree on
mutually acceptable and beneficial arrange-
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ments while maximising the export of goods
of Nepalese origin and assisting in the
import of goods needed for consumption in
Nepal or for the development of the
economy of MNepal will at the same time
safeguard the interests of India also.

I have no reason not 12 believe that
there would be better understanding in Nepal
of our approach and of the difficulties which
have been caused to both the Governments
by unscrupulous cloments exploiting the
transit facility for individual gain.

I wish to emphasise that the cooperation
of India will always be available to Nepal in
the development and diversification of its
trade. India and Nepal are closely linked
by cultural and historical ties and the con-
stant endeavour of the Governmeut of India
will b2 to find muiually acceptable solutions
to difficulties so that the common aspirations
of both the countries will develop and grow
in the long rum.

I conclude by saying that we are con.
vinced of the fact that a prosperous Nepal

SRAVANA 21, 1892 (SAKA)
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is a source of stability mot only o Nepal
but also to us.

18 09 brs,

BUSINESS ADVISORY COMMITTEE
Fifty-Second Report

THE DEPUTY MINISTER IN THE
DEPARTMENT OF PARLIAMENTARY
AFFAIRS (SHRI P, P:\RTHASAR:\THY} H
Sir, I beg to present the Fifty-second chor;
of the Business Advisory Committee,

18.10 brs.

The Lok “abha ihem avjourned il
Eleven of the Clock on Thursday, August 13,
1970/ Sravana 22, 1892 (saka).
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