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 the  Joint  Committee  of  the  Houses  on
 the  Press  Council  Bill,  1963.

 PAPER  LAID  ON  THE
 TABLE—contd.

 NOTIFICATION  UNDER  BENGAL  FINANCE
 (SALEs  Tax)  ACT  AS  IN  FORCE  IN

 Dent
 The  Deputy  Minister  in  the  Ministry of  Finance  (Shri  Rameshwar  Sahu):

 I  beg  to  relay  on  the  Table  a  copy of  Notification  No.  F.4(33)  /62-Finance
 (E)  published  in  Delhi  Gazette  dated
 the  17th  September,  1964,  under  sub-
 section  (4)  of  section  26  of  the  Benga! Finance  (Sales  Tax)  Act,  1941,  as  in
 force  in  the  Union  Territory  of  Delhi
 [Placed  in  Library.  See  No.  LT-
 3762/65].

 PRESS  COUNCIL  BILL—contd.
 EVIDENCE  BEFORE  JOINT  COMMITTEE
 The  Deputy  Minister  in  the  Ministry of  Information  and  Broadcasting

 (Shri  C.  R  Pattabhi  Raman):  I  beg
 to  lay  on  the  Table  a-copy  of  the
 evidence  tendered  before  the  Joint
 Committee  of  the  Houses  on  the  Press
 Council  Bill,  1963.

 12.26  hrs,
 STATEMENT  RE.  FOREIGN  EX-

 CHANGE  SITUATION
 The  Minister  of  Finance  (Shri  T.

 T.  Krishnamachari):  Mr.  Speaker,
 Sir,  I  crave  the  indulgence  of  the
 House  for  making  this  statement  on
 the  opening  day  of  the  Parliament  as
 I  wish  to  take  Honourable  Members
 into  confidence,  at  the  earliest  oppor-
 tunity,  about  the  extremely  difficult
 foreign  exchange  position  in  which
 we  find  ourselves  at  present.  Our
 foreign  exchange  reserves  have  decli-
 ned  more  or  less  steadily  during  the
 current  fiscal  year.  Some  dec'ine
 during  the  months  of  April-Septem-
 ber,  when  export  receipts  are  usually
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 low,  is  a  normal  feature  of  our
 balance  of  payments.  The  decline  in
 reserves  during  April-September  1964,
 however,  was  almost  twice  as  large
 as  in  the  same  period  of  1963.  What
 15  even  more  disturbing,  the  decline
 in  reserves  has  continued  during  the
 past  4  or  5  months  when  we  should
 normally  be  gaining  reserves  in  order
 to  mect  the  requirements  of  the  com-
 ing  lean  season  for  exports.  On
 February  12,  1965,  the  foreign  assets
 of  the  Reserve  Bank  stood  at  about
 Rs.  79  crores.  As  Honourable  Mem-
 bers  are  aware,  the  Reserve  Bank  is
 required  to  hold  9  a  minimum
 Rs.  200  crores  of  reserves  in  the
 form  of  gold  and  foreign  securities.
 The  Reserve  Bank  has  been  able,  in
 fact,  to  abide  by  this  requirement  for
 some  time  only  on  the  basis  of  a
 transfer  to  the  Bank  of  gold  which
 the  Government  had  acquired  over
 the  years.

 2.  The  recent  decline  in  reserves  js
 the  result  of  a  variety  of  factors.  In
 view  of  shortages  of  foodgrains  आ
 the  country  and  the  pressure  on
 prices,  we  have  had  to  provide  for
 larger  imports  of  food  and  fertilizers
 against  free  foreign  exchange.  Pay-
 ments  on  account  of  defence  imports
 have  also  been  increasing;  and  we
 have  had  to  provide  for  larger  re-
 payment  obligations  in  respect  of  the
 growing  volume  of  our  indebtedness
 abroad.  While  exports  have  been
 rising,  the  increase  this  year  has  not
 been  as  large  as  in  1963-64;  and  it  has
 not  been  reflected  fully  in  the  receipt
 of  foreign  exchange.  A  part  of  the
 increase  in  exports  has  been  fo  coun-
 tries  with  whom  settlements  in  trade
 and  payments  are  made  in  rupees,
 and  bring,  therefore,  no  free  foreign
 exchange.  There  is  reason  also  to  he-
 lieve  that  export  earnings  have  been
 slower  in  coming  because  of  higher
 interest  rates  elsewhere.  A  part  of
 the  decline  in  reserves  may,  therefsre.
 be  short-term  in  character  and  may
 be  expected  to  reverse  itself  gver  the
 coming  months.  Even  so.  Honourable
 Members  would  appreciate  _  that,
 given  the  low  level  to  which  reserves
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 have  already  fallen  and  the  require-
 ments  during  the  coming  months,  the
 adoption  of  all  possible  remedial
 ‘measureg  cannot  brook  any  delay.

 3.  First  and  foremost,  we  have  to
 reduce  inflationary  pressures  in  the
 economy.  The  strictest  fiscal  and
 monetary  discipline  has  to  be  observ-
 ed  in  the  interest  both  of  stability  of
 prices  and  of  improvement  in  ९
 payments  position.  The  Budget  of
 the  Central  Government  for  the  year
 1965-66  will  be  announced  ten  days
 from  now,  and  I  do  not  wish  10  say
 anything  about  this  at  this  stage.  But
 it  is  clear  that  the  financial  operations
 of  the  Central  and  State  Governments
 as  well  as  those  of  public  and  private
 sector  enterprises  will  necessarily
 ‘have  to  be  guided  by  the  over-riding
 consideration  of  avoiding  inflation.  I
 have  taken  this  up  with  the  State
 ‘Governments  and  I  have  no_  doubt
 that  in  the  present  grave  situation  I
 can  count  on  their  whole-hearted
 cooperation.

 4.  On  the  monetary  side,  several
 measures  have  been  taken  during
 the  past  year  to  bring  about  orderly
 increase  in  interest  rates  and  to
 slow  down  the  pace  of  menetary  ex-

 ‘pansion.  The  Reserve  Bank  has  just
 announced  further  measures  to  this
 end.  The  Bank  Rate  has  been  in-
 creased  from  5  per  cent  to  6  per  cent

 ‘Coupled  with  this,  the  terms  govern-
 ing  the  rates  at  which  scheduled
 banks  are  elig'ble  to  borrow  from  the
 Reserve  Bank  have  been  made  stiffer.
 Banks  will  be  able  to  borrow  at  the
 Bank  Rate  only  when  their  net  liqui-
 dity  ratio  comes  to  30  per  cent  or
 more  as  against  28  per  cent  at  pre-
 sent.  The  borrowing  rate  of  the  in-
 dividual  scheduled  bank  will  increase

 “by  13  per  cent  for  every  1  per  cent
 decline  in  its  liquidity  ratio  below  30
 percent,

 5.  The  Reserve  Bank  has  also  taken
 steps  to  make  appropriate  changes  in
 other  interest  rates  in  the  economy.
 ‘Thus,  banks  have  been  asked  to  rais?
 ‘the  interest  rates  on  their  term  de-
 -posts  as  well  as  savings  bank  deposits.
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 The  ceiling  limit  to  the  lending  rates
 of  banks  has  been  raised  from  9  per
 cent  to  10  per  cent.  The  Reserve
 Bank  lending  raie  to  cooperative
 banks  would  also  now  be  higher  by
 1  per  cent.  Appropriate  changes  in
 other  interest  rates,  including  those
 paid  and  charged  by  Government
 and  other  financia)  institutions,  are
 also  being  made.  These  measures
 should  limit  the  ९0850  of  bank
 credit  and  bring  about  an  appreciable
 reduction  in  inflationary  pressures  in
 feneral  by  encouraging  a  greater  flow
 of  savings  and  a  greater  sense  of  eco-
 nomy  in  the  use  of  scarce  capital  re-
 sources.  The  Reserve  Bank  will
 watch  carefully  the  expansion  of
 credit  and  money  supply  in  the  eco-
 Nomy  in  the  light  of  genuine  require-
 ments  of  growing  production  and  will
 take  whatever  further  measures  that
 might  be  necessary  in  this  regard.

 6.  In  the  present  foreign  exchange
 position,  we  have  also  to  take  every
 possible  measure  to  bring  about  the
 utmost  economy  in  imports,  Import
 allocations  for  the  current  half  year
 have  already  been  reduced.  How-
 ever,  some  financial  restraint  for
 bringing  about  greater  economy  in
 imports  is  also  necessary.  I  propose,
 therefore,  to  take  advantage  of  the
 powers  already  available  for  this
 purpose.  &  notification  i,  being
 issued  to  levy  a  regulatory  customs
 duty  of  10  per  cent  of  the  value  of  im-
 ports  on  all  imports  w‘th  the  excep-
 tion  of  foodgrains,  fertilizers,  pesti-
 cides,  books  and  accessories  for  fami-
 ly  planning.  This  notification  will
 come  into  effect  immediately.

 7.  We  propose  to  review  all  com-
 mitments  for  Government  impor's
 against  free  foreign  exchange  with  a
 view  to  achieving  al]  possible  eco-
 nomies  in  this  regard.  Import  al-
 locations  in  furture  will  have  to  be
 based  strictly  on  the  success  of  the
 measures  that  we  are  now  taking  in
 bringing  about  a  quick  improvement
 in  our  reserves.

 8  The  Aid-India  Consortium  orga-
 nised  by  the  World  Bank  is  to  mect
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 in  Parts  towards  the  middle  of  next
 month  to  consider  our  requirements
 of  assistance  during  the  coming  year.
 In  view  of  our  difficult  payments  po-
 sition  and  the  continuing  shortage  of
 imported  raw  materials  and  compo-
 nents,  we  propose  to  request  the  Con-
 sortium  for  maximum  possible  assis-
 tance  for  financing  non-project  im-
 ports  and  for  providing  immediate
 relief  to  our  balance  of  payments  in
 other  ways.

 9.  Our  export  performance  over  the
 past  two  or  three  years  has  been  a
 matter  of  some  _  satisfaction.  Given
 our  needs,  however,  we  have  to  make
 even  more  strenuous  efforts  to  pro-
 mote  a  further  increase  in  exports.
 Higher  exports  inevitably  imply  some
 sacrifice  of  domestic  consumption  and
 investment.  But  in  the  context  of  our
 difficult  foreign  exchange  _  situation,
 larger  exports  must  take  precedence
 over  domestic  requirements,  however
 urgent,  We  shall  continue,  therefore,
 to  explore  all  possible  avenues  for  in-
 creasing  our  export  earnings.  We  are
 reviewing  all  our  export  promotion
 measures  With  a  view  to  take  what-
 ever  additional  steps  that  may  be
 necessary  to  ensure  a  continuing  in-
 crease  in  export  earnings.  Import
 entitlement  licences  against  exports
 will  be  increasingly  related  to  actual
 receipt  of  export  earnings.

 10.  The  measures  we  are  now  tak-
 ing  will  take  some  time  before  their
 full  effects  are  realised.  In  the
 meanwhile,  it  will  be  necessary  for
 us  to  have  some  support  from  outside
 to  tide  over  our  immediate  difficul-
 ties.  I  have,  therefore,  authorised
 our  Executive  Director  on  the  Board
 of  the  International  Monetary  Fund
 to  request  that  institution  for  a  stand-
 by  credit  to  the  maximum  extent  pos-
 sible.  I  cannot  emphasise  too  st-
 rongly  that  accommodation  from  the
 International  Monetary  Fund  is  avail-
 able  only  for  meeting  short-term
 difficulties,  We  have  large  outstand-
 ing  repayment  obligations  amount-
 ing  to  200  million  dollars  to  the  Fund
 in  respect  of  the  drawings  we  made
 at  the  beginning  of  the  current  Plan
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 period.  Any  accommodation  that  we
 may  get  from  the  Fund  now  will  also
 have  to  be  repaid  over  the  next  few
 years.  Efforts  to  strengthen  our  ba-
 lance  of  payments  by  utmost  fiscal
 and  monetary  discipline  as  well  as  by
 vigorous  export  promotion  and  eco-
 nomy  in  import,  will  have  to  be
 maintained,  therefore,  over  a  number
 of  years  and  indeed  reinforced  from
 time  to  time  in  the  light  of  prevail-
 ing  circumstances.  It  is  only  by  con-
 tinuous  attention  on  the  highest  prio-
 rity  basis  to  this  task  of  improving
 our  payments  position  that  we  can
 avoid  in  future  the  kind  of  critical
 situation  in  regard  to  foreign  ex-
 change  that  we  have  faced  so  often
 in  the  recent  past  and  are  facing  once
 again  at  the  present  moment.  I  have
 every  confidence  that  Honourable
 Members  would  extend  to  the  Gov-
 ernment  utmost  co-operation  in  this
 task  of  restoring  and  preserving  the
 external  viability  of  the  economy.

 RE:  PRESIDENT’S  ADDRESS

 12.34  hes,
 Shrj  Hari  Vishnu  Kamath  (Hosh-

 angabad):  Mr.  Speaker,  Sir,  I  rise
 with  considerable  trepidation,  but  I
 think  that  on  this  unique  occasion
 when  both  Houses  have  had  the  Pri-
 vilege  of  listening  to  the  President's
 Address,  this  point  should  be  cleared
 once  and  for  all.  All  of  us  listened
 cerefully,  patiently  ang  intently  to
 the  President's  Address.  It  was  how-
 ever  distressing  at  certain  points,  at
 certain  stages,  to  hear  the  President
 slur  over  some  phrases  and  perhaps
 omit  certain  words.

 Mr.  Speaker:  Should  we  refer  to
 these  things?

 Shri  Hari  Vishnu  Kamath:  That  is
 why  I  said  ‘with  some  trepidation’.
 But  may  1  invite  your  attent’on—I
 am  not  a  stickler  for  rules  or  articles
 of  the  Constitution.  I  know  there  was
 some  disability—to  article  87  of  the
 Constitution  which  lays  down  and


