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The result of the division is: Ayes—
306; Noes—None. The ‘Ayes have it;
the ‘Ayes’ have it. The motion i3
adopted by a majority of the total
membership of the House and by a
majority of not less than two-thirds
of the Members present and voting.
The Bill, as amended, is passed.

The motion was adopted.

15.45 ‘hrs,

MOTION RE: PRESENT ECONOMIC
SITUATION IN THE COUNTRY
—contd.

Mr. Speaker: The House wil] now
now take up further consideration of
the following motion moved by Shri

Sachindra Chaudhuri on the 26th -

July, 1966, namely: —

“That the present economic
situation in the couhtry be taken
into comsideration.”

1244 (ADLSD—10D.

o g g | drapara): How many hours more?
Mr, Speaker: Five hours and 20
minutes.
15.46 hrs.

[Mr. DePuTY-SPEAKER in the Chair]

Shri K. C. Sharma (Sardhana): Sir,
yesterday I was dealing with the
question of morale of administration.
In continuation thereof I may read the
comment in the survey of the Publie
Administration Institute. They say:i—

The ever-present preoccupation
with corruption throws up cer-
tain interesting questions about
national psychology. What ig it
that makes us sssume the worst
about the other man, especially
if he has a Government post?
What ig it that makes us tackle
any question about job or applica-
tion or permit or licence in terms
of “bribes” or “pulls” or “political
influence”? In our law courts we
assume every man to be innocent
until he is proved to be guilty;
in our gocial life we seem to as-
sume, the contrary.”
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There is the psychology of doubt-
ing the morale of the public servant
and the administration. It is not only
the order of appointment, the accep-
tance of the appointment and - the
working at the job that makes a pub-
lic servant do his job; in addition to
remuneration he must have a certain
prestige. The moment anybody stands
up and says, “The fellow is corrupt;
the fellow is inefficient” his morale
breaks down. Therefore, it is in the
interest of good administration and
public welfare that before we accusc
a man, we ascertain the facts and we
are sure of our ground. It is a very
bad thing that a gentleman with the
responsibility of an elected a repre-
sentative of the people stands up and
says without verification as a general
proposition that everybody is cor-
rupt, that everybody is a looter, that
there is Joot bribery. and corrup-
tion going on all round. There is no
such thing. Had this been true, this
democracy would not have lasted for
19 years. How could it last? How
could it continue? How could the
administration be run if the facts
were as certain hon. Members put
them? It pains me to observe that
some of the gentlemen do not realise
their sense of responsibility.

An hon. Member made certain
points which were not in good taste
but for his information—unfortunate-
ly. he is not present—I read Spengler,
a very famous writer. On page 82,
Volume II, he says:

“Romans created juristic sta-
tics. Our task is juristic dyna-
mics. A writer like Cicero could
never have conceived of intellec-
tual property, let alone property
in a practical notion or in the
potentialities of talent; for us, on
the contrary, the organiser or
promoter is a generative force
which works upon pthers, execu-
tive forces by giving direction,
aim and means to their action.
Both belong to the economic life,
not as possessorg of things but as
carriers of energies.”
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In modern times, there is such a
thing recognised as intellectual pro-
perty. A writer can leave very well
his intellectual property for the bene-
fit of his heirs. He has the right te
profit thereby and it is quite in accord
with the decent way of doing things.

Coming to the proposition before
the House, the fundamental fact is
that we are facing an inflation. Infla-
tion is a complex phenomenon ang it
is not. easy to come to a conclusion
as to the natural angq logical effect
hereof. When we came intg power,
when we got Independence, the posi-
tion, after the second great War, was
simply chaotic. There was no law,
and order; there were no economic
forces working in a rationale manner.
So, India took to planning. Now,
that was not a choice of a particular
leader or a particular Prime Minis-
ter of the country. It was inevitable.
India is a country with 480 million
people and such a big country cannot
have economic development withrut.
what is called, big-push investment.
Big-push investment was not possi-
ble unless we get aid from outside.
To get aid from outside is  not
an evil nop it is very dishonourable

. nor it, in any way, affects the dignity

of a country. Much is talked about
the dignity, about the honour, about
the prestigé being 185t or the humi-
liation being borne, I may.put a
simple question. The honour, the
dignity and the prestige is the privi-
lege of a soldier—it is decided by the
sword, How many children of the
people who talk like this have gone
on the front when there was. the
Chinese invasign or the Pakistani in-
vasion? The only question is, when
a man feels the sense of honour or
the sense of dignity or the sense of
prestige, whether his children tauave
fought on the front against the Chinese

‘invasion or the Pakistani invasion.

The second question is whether the
gold that has been in his house has
been put into the Government Trea-
sury. The last War wag fought by
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U.K., Germany and France on tie
basis of their gold. Not a single
ounce of gold was left in UK. Treasury
after the second great War. Not
a single ounce of gold was left in
France Treasury. To say that we love
the country and, at the same time, to
hoard the gold and to shed tears upon
the death of other people's children,
is not a very logical proposition.

So, a simple proposition is  that
India had no other alternative except
to resort to planning. I beg tg sub-
mit that no major countiry in the
world, like India, had any other al-
ternative but tp resort to planning
because the 20th century is the cen-
tury of planning. The underlying
idea of planning is that every citizen
has got the first class citizenry and
having given him the first class
citizenry, he has got the right
to an economic well-being, to a moral
and educational growth, to all the faci-
lities for growth to the full A as a
human being. Therefore, planning
was the only alternative.

Having taken that course, we got
help from outside. Big-push imwvest-
ment wag the only possibility. That
Plan requireq efficient and disciplined
services to carry it out. Now, these
things cannot be done in a day. 1
Pay my tribute and 1 Lave
all the respect for the services. But
the services or even thle ministerial
cadre cannot be changed overnight.
It needs time; it needs experience.
We could not perhaps do the thing
so0 well as we could have done other-
wise hag we been trained at the job.
The Plan did well and India progress-
ed well. Even in agriculture, we had
gained 50 per cent progress in 15
years. If we look to the Agricultural
Revolution that took place in 1775 in
Europe, it took a longer span of 50
1o 100 years and the progress was not
more than 1 per cent per year for
long period of time. It is that a
man works in the same manner every-
where in the world. He does not want
to work more than his necessities
woulg force him to work. So, it is

- invasion took place ang
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not that you can achieve 50 per cent
or 100 per cent development in agri-
culture overnight. In agriculture,itis

-a difficult process.

Then, to our trouble, the Chinese
later the
Pakistani invasion took place and then
there wag a drought. If we look to
tne second great War or the first
great War and compare our position
now to the position of other coun-
tries which were the victims of ag-
gression, certainly, we sre much bet-
ter of. The question is that there
was a smaller aggression, a smaller
war, but'India too was not a develop-
ed country but that it was in a
developing situation. So, I beg to
submit that, as things are, India pro-
mises well, our future is bright, our
people” are just at the job and are

awakened to the demands of time.
They will build 3 greater country,
a greater India, a more powerful

India, not for us put for our grand-
children. When a country of 480 mil-
lion people rise and work and build
itself—it does not builg for the pre-
sent generation—ig will build itself
for the future generation and I have
a promise that India will be. great,
India will be powerful and India will

be a country of abunadance, peace
ang prosperity.
Shri N. Dandeker (Gonda): Mr.

Deputy-Speaker, Sir, I am afraid this
debate has been dragging on and on;
ang I personally feel somewhat stale
about this. I will however endeavour
to do my best because, I feel the
subject is of great fmportance and this
debate is of tremendous consequence
because of what we do today in terms
of what will happen a year or two
later.

The Supplement to the Economic
Survey recently issued by the Finance
Ministry admits, for the first time
over the last four or five years, the
dreadful situation that has developed
in this country,—~a situation that I
can only describe as one of multiple
crisis in almost every sector of the
economy, a state jndeeq of economic
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shambles. But I say this to anybody
opposite the guestion is asked. What
about all 'the achievements that we
have made over the last 10 or 15
years? And they give me imposing
figures of cement production, steel
production, imports exports of textiles
and soonandsoforth. I say to them
that it would- indeeq be odd, if over
a periog of 15 years after spending
thousands and thousands of crores of
rupees gng bending over backwards
ang submitting our economy to the
most unheard of strains, we did not
make some progress. Insteag of rat-
tling off a iarge number of statistics
of various kinds, I have always invit-
ed their attention to the final measure
of ‘economic progress which is of
course the rate of growth of natmn.al
income.

16 hrs.

[SHrr SonAVANE in the Chair]

In the excellent handbook published
last year by the Government of India
calleg the “Pocket Book of Economic

Information”, 1 find among the inter-
national statistica)] comparisons a
statement,

which takes the position
upto 1863 of the rate of growth
various under-developegq countries.
And 1 find to my horror, looking at
the position upto 1963, that India is
the third last in the rate of growth;
we were better only than Moroceo,
"which achieved a 0.6 per cent rate of
growth per annum ang Argentina
which achieveq a 2 per cent rate of
growth per ammum. We, over the
period 1952—63, achieveg a rate of
progress of 2.5 per cent per annum.
All other under-developed countries
have done much better, some of them
comparatively better, but most of
them have done much better than
what India ecould achieve. Among
them are coOuntries like Pakistan on
our west, Burma on our east and
Ceylon in the south ang even Indo-
nesia, upto 1862-63 at any rate had a
rate of progress far better than ours.

*

in

Moreover, as regards the last three
years, 1 have no doubt that the rate
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of progress jn 1963-64 and 1964-65 in
India was considerably better,  but
there was a complete setback, by
something like minus. 5 per cent rate
of growth in the year 1965-66. So
that really what we ought {0 be doing
is not patting ourselves on the back
saying, ‘look at our cement plants,
lonk 4t our textile plants, look at
this, that ang the other”, but we ought
to be taking an honest look at our
affairs and asking, “what is the state
of affairs today despite 15 years' plan-
ning in which we have spent gnormous
sums of money ranging from Rs.
2,500 crores in the First Five-Year
Plan to something like Rs. 13,500
crores in the Third Five Year Plan”.

Let us therefore take a quick look
at the situation. If you look at Agri-
culture, you find that it is in a state
of terrible crisis. Let not any one
think that an adequate explanation of
this is provided by the dreadful mon-
soon—we undoubtedly hag last year;
the adequate explanation goes very
much deeper: If you look at the
figures of imports of _fnoclgrains,
which are a vety Bood index of our
rate of progress in agriculture, you
have figureg jike thig: in 1961, as far
back as five years ago, we had to im-
pert 3.3 million tonnes of foodgrains;
in 1964 when there was no guestion
of famine or drought, we had to

import 6.3 million tonnes of food-
grains; in 1965, following a good
monsson, we imported 7.5 million

tonnes; and this year I suppose we
should be importing 12 million
tonnes. I am prepared to accept that
the differetial what we were import-
ing in 1963 and 1964, for instance and
what we are likely to import “this
year is attributable undoubtedly to
the drought, but these figures indicate
not a stale of drought gs the only
explanation, but a state of continued
neglect of agriculture as the basic
reason for our continued dependence
on imports,

I now go on to the state of crisis
in industry. For the first time this
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official Economic Survey admits the
public sector projects are yielding
hardly any return at all and that the
private sector industries were starv-

ing for essential raw materials and
comnonents. The rate of industrial
progress which agein is the final

measurement of a'l the talk that goes
on gbout planning and achievements
.in the industrial sector, gives us
figures something like these: the
highest we reached was in 1962
namely, 9 per cent rate of growth; in
1963 it was 8 per cent; in 1964 it was
T per cent ang in 1965 it was 4 per
cent.

If now you take a Jook at the infra
structure, again it is a case of both

inadeguacy angd poor equipment of-

our infra structure; whether it is
power or Railways, Communications
or Posts & Telegraphs, or jn any
other sphere, that is the kind of
picture that appears in regard to the
infra structure.

1f vou look at our fiscal and monet-
ary structure, you will fing the
monetary expenditure going beyond
all bounds, financed by mounting
savage taxation; because that is not
enough, there are excessive borrow-
ings, both internal apq external; bput
even that is not enough and, there-
fore, we resort to deficit financing on
a vast scale; even this is nct enough
and, so the States go in for deficit
financing on their own by way of over.
drafts. This vast field of deficit
financing is of an extraordinary
character; much of it is conceded by
way of loan subscribed to by the
Reserve Bank of India by way of
money borroweg from the PL 480
funds and by way of various other
direct credits by the Reserve- Bank
of Indiag to the economy.

As for the capital market, it ig dead.
Savings and investment, this Supple-
mentary Report admits, are at record
low ebb.

Ang overhanging the whole struc-
ture overhanging the entire economy,
is this poisonous cloud of inflation
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wh;cn has now assumed alarming
proportions. In 1960, 196] and 1962,
include whenever I spoke here or eise
whe e about the economic situation,
the one thing that I used to empha-
size was the menace of inflation
overhanging this country. And now
it has caught up with us wn.h a
vengeance today.

Finally, Sir, there was the deepen-
ing crisis of balance of payments, a
crisis which descended upon you in
spite of ihe massive appuratus of
import controls, licences, permits,
quotas. etc, and in spite of the so
ca'led rupee payments trade which at
one time was held out as an eldorado,
in spite also of the massive apparatus
of export promotion, tax credits
straight export subsidies and various
things of that kind. In the midst of
these, a whole lot

of smart alecs
were taking advaniags of this very
apparatus both on the import and

the export sides, and amassing en-
ormous sums of money'both in this
country and abroad; and they were
the only people, the Qdishonest ones,
in respect of whom the Government
thought it necessary to make various
attractive concessions: tax conces-
sions, for bringing out their unaccoun-
ted moneys; and National Remittance
scheme, where no question is asked
s0 as to bring out concealed foreign
exchange earnings entirely of tax.
Also the midst of all these schemes
this business about export promation
assumed such pidiculous proportions
that anticipatory imports were also
allowed, in the hope that peaple im-
poriing would also be exporting; and
the resultant *  frands reached
gigantic proportions to the
level at which,—this is a chargs I
made last year,—there is every reason
to believe.—and it was a common
talk in Bombay last year,—that there
were something like Rs. 60 to 80
crores worth of anticipatory imports

fo~ which there were no exports, or

there were a good deal of exports of
which the foreign exchange never
came here. I dig suggest then to the
then Finance Minister, ang I repeat it
now. that this called for an inquiry,
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not by the Commerce Ministry, but
by the Economic Affairs Division of
the Finance Ministry and the Reserve
Bank of India, to ascertain whether
it was, or was not true, that some-
thing like Rs. 60 to B0 crores of
foreign exchange went dowp the
drain.

I could go still, further to describe
the current state gf economic sham-
bles, but I want to go on to the resul-
tant situation as it was in the months
of April and May, but which was com-
pletely ang deliberately from  this
House. I do not accuse the Govern-
ment of concealing their thinking on
the subject of devaluation. Obvious-
ly, as Mr. Patil says, one goes not
make an advance announcement about
devaluation. That would be stupid
to expect. But I did expect that, in
the course of those debates in March,
April ang May on the Budget, on the
Finance Bill, on the Demands for
Grants of -the various economic
Ministries, some occasion would have
been taken by the Government to
warn the country that we wére on
the brink of very difficult and high
economic precipice. *

However, in the situation which
the couniry was then faced, the pro-
blem was: what should the Govern-
ment do in those ecircumstances. And
on thinking this over,
must have had ghead of them five
_possible difficult alternatives to chose
from, The first alternative was Do
nothing, or Business as usual’’ T am
glad they gid not accept jt. because
the destination of that kind of ap-
proach .would have been Indonesia.
The second possible alternative was a
“Closed Economy” an economy that
would shut out from the rest of the
world, relying on more and more
controls. more ang more régimenta-
tion and more and more Statism. I
am glad Government gig not choose
that alternative tither for, the desti-
nation of that path would have been
Russia. The third alternative possi-
bility was that of deflation,” that iS,
lowering the internal price level by

Government,
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something like 50 per cent, so that
the external value of the rupee gt
the pegged (old) rate of exchange
and the internal value of the rupee
coulq agaip correspond. ] am glad
Government gid not choose that one
either, because the destination of that
approach would have been economic
paralysis in this country, for we
would never possibly have hoped to
cope with a definition of that magni-
tude ang yet make any Kingd of eco-
nomiec progress. A technical fourth
alternative was what Professor Shenoy
had called the “floating rupee”, that
is, a free market for the rupee which
virtually allowed 3 free foregin ex-
change, market to develop in this
country excpt for certain specific
transactions. .I am glaq Government
did not adopt that either, because the
destination on that path would pave
been  “destination unknown” I,
therefore, ggree with the Government
in the difficult decision they took, to
prefer the fifth alternative, namely,
to devaluate the rupce. 1 am often
asked, when I say that I agree with
devaluation, whether I approve of it
in some king of moral sense. I would
read out hére my reply to one such
enquiry;

“Devaluation was the inevitable
consequence of the ruinous eco-
nomic policies adoptey by the
Congress Government over the
past ten wvears. Hence, I ‘ap-
prove' the gecision to devaluate
the Rupee only in the sense in
which T would approve a declara-
tion of insolvency by an insolvent
who was at last determined to
mend his ways 5o ag not to default
again.”

—or so as not to go bankrupt again,
On that footing—and I hope that it
is the intentiom of Government to
start afresh with an honest purpase,
not keep on talking a whole lot of
vague nonsense gny longer but to
plan for solvency and not for insol-
vency—on that kind of basis, 1 agree
that devaluation was the only possi-
ble decision in the circumstances
But I have a dreadful fear about the
revival of one of these cliches that
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ae being repeaied by various people
and certainly by members of the
Government and of the Congress
Party, and so 1 haq also said, in
answering the enguiry to which I
have referred:

“One often hears the ecliche
that the Indian economy is inher-
ently sound, provided certain
measures are taken to correct
past errors. This makes about as
much sense as {o say about a man
with high blood pressure, a dicky
heart. chronic diabetes and en-
larged liver, that but for these
he was in good shape.”

—if pnly he had proper medical att-
ention: I submit Sir, the economy is
not in good shape; the economy is in
a very bad shape. Ang so, I had
then gone on to say that the economy

“....is overheated with inflation,
overburdeneg by gebt and taxa-
tion and very much gistorted.
It is steadily grinding down to a
slow halt. Tt peeds prolonged,
sober ang romplex treatment, of
which gevaluation is only the
first step, if it is to be saved from
ending as a Greek tragedy, i.e.
known from the outset to be
relentlessly destined for a tragic
end.”

And T warn the Government now that
it is not enough merely to say- that
they are thinking about follow-up
measures and this and that, but those
follow-up measures have got to have
‘a very clear purposive end in view.

Mr. Chairman: The hon. Member
should try to conclude now.

Shri N. Dandeker: Have I to com-
plete my speech? .

Mr. Chairman:
complete it in two minutes.

Shri N. Dandeker: Do I understand
that I have finisheq my time?

Mr. Chairman: He should try to
conclude in two minuts.

He should try to
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Shri N. Dandeker: That is why,
Sir, we have tabled an amendment
which sets out quite clearly ang pre-
cisely some of the éssential things
that require to be donme. I will not
read'out the amendment itself, but [
would like to translate some  of
our suggestions into somewhat speci-
¢ terms because tha is what every-
body demands we must go. Every-
body says ‘Please do not make vague
suggestion; let us have something
concrete’. Something concrete is this.
In the first place, there must be gras-
tic economies in public expenditure
of the order of at least Rs. 500 crores
in the aggregate in  the 1966-67
budgets of all the governments in this
country, which means approximately
a saving of 10 per cent. Unless there
is this across-the-board saving of'ten
per cent, there is no possibility of the
economy recovering. Capita] expen-
diture except on infra-structure prog-
rammes ip so far s public capital
expenditure is concerned, must come
to a halt for the time being. The
surpluses resulting from this kind of
economy must be used in two direc-
tions; the first and foremost direction
is that something of the order of
Rs. 200 or 300 crores must be utilised
towards reducing the burdens and
the incidence of taxation. Taxation
has pow reacheg monstrous propor-
tions. It has reached a peint at which
in sg far as the ordinary man is con-
cerned, pothing is left with him on
which to live decently; and so far as
the. investing public is concerned, no
savings and investments are possible
except only small griblets into what
the Supplementary Economic Survey
describes as safe investment in pre-
ference to equity and so on. Unless
these measures of g very specific kind
are taken, namely drastic economy
in expenditure, grastic cutting gown
of capital expenditure on non-infra-
structure projects....

Mr. Chairman: The hon. Member
has taken about 16 to 17 minutes.
He should conclude now.

Shri N. Dandeker: Should I con-
clude now?
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Mr. Chairman: Yes, he should con-
clude.

© Shri N. Dandeker:
finished. Thank you.

Dr. L. M. Singhvi (Jodhpur): Let
him finish his sentence.

Shri N, C. Chatterjee (Burdwan):
Thig is very unfair, He may be given
two more minutes.

Mr. Chairman: Let the hon. Mem-
ber conclude his remarks.

Shri N, Dandeker: I would like to
say that mere professions of stopping
deficit financing will not get us an¥-
where, There must be concrete modes
of approach to the problem which
will result in the absence of the need
for deficit financing. Deficit financing
is a consequence of “planning” expen-
diture on a huge scale and over-
enthusiastic approaches to the possibi-
lity of resources which do not mater-
ialise; it is these which require deficit
financing. Mere promises that we
shall not resort to deficit financing are
mere assertions, not practicable
undertakings; practical approaches
must consist in’ reducing expenditure,
reducing taxation and borrowings, or
utilising, in other words, the opportu-

Then, 1 have

nity afforded by devaluationg not for,

a budget that is planned for a defleit,
but a budget that is planned for a
. surplus.

I would like to end my speech with
a little quotation from the admirable
statement which fthe Governor of the
Reserve Bank made the other day to
a group of bankers. He said:

“The size of the Plan has indeed
to be judged not by what is desir-
able but rather by “what is possi-
ble. A - seemingly smaller Plan
in terms of financia] outlays but
executed without experiencing a
price inflation may, indeed in
terms of physical content be no
smaller than a larger financial
Plan whose size contains a sizable
element of price infiation trace-
able to significant credit creation.”

A moderation of the pace of in-
vestment growth would along-
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with an effective check to non-
Flan expenditure help to relieve
the pressures on the economy. A
control on the budgetary expendi-
ture and avoidance of inflationary
finance would itself help to aug-
ment the flow of genuine savings
into investment both directly and
vig the capital market. A control of
expenditure and the achievement
of budgetary balance would also
help us to view the problem of
mobilisation of tax resources in a
different perspective, as it would
offer a respite from the constént
pressure towards raising tax levels.

I do not wish to be misunder-
stood as arguing for slower
growth, Quite the contrary. In
fact the emphasis must be on a
sizable acceleration of the rate of
growth in the years ahead and
for a purposeful advance towards
the equally important desidera-
tum of external viability. These
objectives are not indeed incon-
sistent with a3 Plan whose magni-
tude is determined by the availa-
bility of noninflationary resources.
What they do suggest is a restruc-
turing of the pattern of invest-
'ment so as to emphasise additions
to output rather than the pursuit
of investment targets in financial
terms. In fact, the higher income
levels would, by ralsing the sav-
ing quantum and ratios over time,
help to expand investment on a
more enduring basis.”

What I am suggesting, Sir, is that the
Fourth Five Year Plan and the annual
budget etc. must be specifically geared
to the realities of available resources.
This continuing talk By Shri Asoka
Mehta that he must make another
drive for “mobilising resources” is
simply going to mean expenditure
beyond resources. financed by - deficit
finaneing.

I would, therfore, end up by saying
that while 1 agree that devaluation
was the only way ouf, I insist that it
is the only way out, if, and only if,
Government are determineq to be
honest, an honest insolvent and to
start again on a clean slate.
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Shri Himatsingka (Godda): Mr
Chairman, I do not want to go into
the merits or demerits of devaluation
as it is an accomplished fact. ‘The
situation had so turned out that Gov-
ernment had no other alternative. The
circumstances have been explained in
the Economic Survey circulated to
Members; there the reasons why this
decision has been forced on Govern-
ment have been set out. The principal
reasons are ‘the Chinese invasion in
1962, the conflict with Pakistan last
year, a2 very bad and long drought last
year which resulted in a very meagre
production of 72 million tonnes
foodgrains instead of the expected 89
million tonnes; similarly, industrial
raw materials also fell very much in
production and consequently, cotton
‘had to be imported, jute had to be
imported. There has also been very
heavy expenditure. It is also a fact
that production in industry has not
been able to achieve import substitu-
tion. All these factors have led to
devaluation and I think in the circums-
tances it was the correct decision.

Shri Kripalani said that devaluation
has been done in the interest of the
foreign countries. 1 cannot under
stand how foreign countries will
benefit from it. After all, if they have
lent us any loans, dollars or polunas,
they will get back the same amount
of dollars and pounds. If we had gold
or any other convertible currency, we
would have paid the same amount that
we had to pay in.the beginning, There-
fore. so far as the question of pressure
by foreign countrpes is conecerned, I
do not think they are at gll interested
or that they will in any way benefit
by our devaluation decision,

On account of very rapid rise in
prices of commodities, on account

of. the situation of drought.
there have ~ been a number
of imbalances; upto 1962, the

Price rise was not very substantial—it
was in the neighbourhood of about 2
Der cent per annum. But subsequent-
1y, in the last three years, there has
been a phenomenal rise in prices and
there ig very heavy inflationary tend-
ency which has affected different
:spheres. Devaluation by itsel? will not

of

-
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ang cannot correct the imbalances in
our economy or rectify or lessen the
strain on our balance of payments
position. That can happen only if we
take proper follow-up steps, such steps
as will help us in increasing our ex-
ports and reducing our imports,

As yoy know, there has recently
been 5 liberalisation of imports in
respect of about 59 industries. This
is likely to considerably increase the
existing industrial capacity, and it is
expected that the industries, which will
be able to import these raw materials
they need, will be able to help in re-
ducing the demands for imports of
finished goods, as also of capital
equipment. A large portion of the
capacity of these industries has been
lying idle. ivow tha. they will get
these raw materials, they will be able
1o meet the demand to a large extent,
and when there is more production,
there will naturally be less infla-
tion and priceg also will mot rise.
Therefore, 1 feel that that has been a
right step. But this in itself is not
enough. Other steps have got to be
taken so that more and more produc-
tion results.

16:25 hrs,
[SHRI SHAM LAL SARAF in the Chair]
Another thing we have got to

keep in mind is the need to keep down
the costs so that our experts can
meet competition in foreign markets.
If we can increase our exports, such
exports will also help in meeting the
demand for imports and also perhaps
in the servicing of our debts. Hence
it is necessary that all possible steps
be taken to improve our export posi-
tion. Devaluation will certainly en-
able our export items to meet com-
petition to a very large extent, but
there may be certain items which per-
haps will need some more jncentives
so as to be in a position to be saleable
in foreign countries. Such items must
get that kind of support from Govern-
ment,

Certain other steps hive got to be
taken so that the economy may get
going rather rapidly. In thig connec-
tion, I think, the procedure of licens-
ing should be dispensed with at least
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[Shri Himatsingka]
in the case of those industries which
can be started for producing consu-
mer goods. As it is, the licensing
procedure and the various other steps
that have got to be taken to get sanc-
tion for an industry will certainly
stangd in the way and cause delay. The

cost also should be kept down so that
we can stand competition.

In this context, it may be necessary
to control wages and profits. So_tar
as wages are concerned, I feel these
ought to be tacked on to production.
That means that those who preduce
more and more efficiently will get
more wages. If the wage-earners do
not put in their best, they will not be
entitleg to enhanced wages.

Controls should be:done away with
as quickly as possible because they
stand in the way of various improve-
ments, Government’s administrative
expenditure should be reduced and
cut down drastically. As you know,
expenditure has gone up in the last
few years from Rs. 487 crores in 1850~
51 to Rs. 935 crores in 1985-56, to Rs.
1685 crores in 1960-61 on to Rs. 3,660
crores in 1965-66. This must be kept
down so that the inflationary pres-
sure may be lessened. I feel there is
very great scope for this reduction. As
was mentioned in the House by Kri-
palaniji, a large number of hands in
all] departments of the Government
are in excess. Ifeel that if 30—35 per
cent of the staff are dispensed with,
perhaps the work will be better be-
cause the numbep of persons through
whom cases have to pass will be
reduced. As it is, this stands in the
way of éxpedition; a file has got to
move through 20 persons instead of
10 ang there is delay at every stagg.
There is a good scope for this
improvement.

Industry should have adequate re-
sources, The costs have gone up on
aczount of ZJevaluation. Therefure,
more money will be required, and
therefore, the high level of taxation
and credit control of the Reserve
Bank which are obstructing the
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natural flow of funds into industry
neeq reconsideration at the hands of
the Government. Government, there-
fore, should reconsider the financial
situation and find out means to over~
come the stringency, and the steps
that I think should be taken include
the relaxation of credit controls, pro-
vision of larger assistance by financial
institutions and reduction = laxa-
tion, particular of corporate and indus-
trial income.

“You will notice that in the Third
Plan period the additional taxation
that was expected to be realised was
Rs. 1,710 crores, but the actuals came
to Rs. 3,000 crores. In the Fourth Plan
additional taxation over what has been
imposed in the Third Plan period
‘is expected to be Rs. 2730
crores. You can very well realise with
this heavy taxation nothing is left
in the hands of the investors, and as
a result no new companies are coming
up. no factories are being set up, and
as a result there has been fall in pro-
duction and prices are rising, and the
demand for consumer goods and all
other things is increasing especially
on account of the very rapid rise in
the population also,

Incentives to certain export items
have got to be given. Half-completed
projects should be completed expedi-
tiously, so that the money that has
been invested mizht begins to give a
return. Quick-yielding projects only
should be started, and it should also
be kept in view that the output per
unit of investment iz high.

In this connection, I would like to
criticise the speech that was delivered
by Shri K. D. Malaviya. He said
there is no harm if the public under-
takings are not giving profit, but the
question of profit comes later, Pro-
duction must increase. There has been
very heavy investment in Bhopal and
Ranchi, about Rs 200 crores, but the
production did not exceed Rs. 20
crores. If you take the other indus-
tries in the country, the yield per
rupee is almost a rupee, or at least
more than 50 per cent of the invest-
ment, whereas for an investment of
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Rs. 200 crores here, you get only
about Rs. 20 crores worth of goods.
How can the demands be met when
such a heavy investment does not give
a proper return. What I feel is that
full advantage should be taken of the
respite that has been given by the
gene;ous foreign loans or aid that we
are receiving in the wake of devalua-
tion, We should live within our
means as a nation both externally in
our dealings with the rest of the world
and internally within our own bord-
ers.

In this connection I would invite
the attention of the Government to the
very admirable suggestion that was
given by the Governor of the Reserve
Bank that we should to keep our
plans within our means so that we
may not have to depeng on others;
it is our domestic improvidence,
our attempt to consume  without
bothering about productign is what has
caused inflation and a fall in the inter-
nal value of the rupee,

Therefore, I feel that attention
should be given to production. and the
most effective way to do this would
be to help in the utilisation of the
productive energy, enterprise, talent
ang initiative which is not wanting
in the country; that should be able to
meet all the needs of the country.
They should be entitled to put up new
industries without going through the
time-wasting rigmarole of licences
and controls.

Shri Muthiah: (Tirunelveli): Sir,
the economic situation of our country
ioday is not quite bright, but it is not
alarming, it is not such as to make us
depressed or pessimistic. Even
developed countries like UK. are
facing difficult problems like us. Our
problems are mainly rapid inerease in
population, food shortage, increasing
prices, and adverse Tbalance of
payments. The problem of popula-
tion increase is to be tackled by effec-
tive family planning, Food shortage
is to be tackled by increased agricul-
tural production to a target of 125
million tonnes before 1971. Increas-
ing prices have to be arrested and
stabilised by more and more produc-
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tion in agriculture and industry, by
government taking over procurement
and distribution of essential comumo-
dities at reasonable prices through
ration shops, air price shops and
Consumers’ Co-operative Stores,

The adverse balance uf.payments
has to be tackled by increased exports
and decreaseqd imports. Production is
the erying need of the hour. The year
1965-66, was a, year of great strain
‘with a great fall in agricultural pro-
duction and some fal] in industrial
production, as shown by the Economic
Survey. It was a year of deteriora-
tion in the financial position of the
Central and State Governments and
a year of inflationary pressures.

Industrial production rose only by
3-8 per cent in 1965-66 against the
target of 11 per cent increase. Pro-
duction of foodgrains fell by 18 per
cent, from 89 million tons in 1964-65
to 72.3 million tons. Production of
commercial crops like raw jute, oil-
seeds, cotton and coffee also tell in
1965-66. The national income conse-
quently declineq in 1965-66. The
balance of payments position worse-
ned in 1965-66. Exports fell from -
Rs. B16 crores in 1964-65 to Rs. 810
crores in 1965-66. Import payments
became larger, despite severe import
cuts,

The causes for the present economic
situation are increasing demand  be-
cause of growing population, shortage
of supplies caused by unprecedented
drought, scarcity of importeq raw
materials, componenis and spares for
industry and 'arge government outlays
on projects with long gestation periods,

The remedies suggested by Govern-
ment are: restraint in Government ex-
penditure both plan and non-plan,
increasing the  productivity of the
existing capacity, export promotion,
import substitution and restraint over
money supply. The measures taken
by Government since February, 1966
are: reduction of deflcit financing of
the Centre for 1966-67 to Rs. 32 crores
compared to Rs. 144 crores in 1965-66;
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implementation of intensive agricul-
tural programmes like the package
programmes in selected areas in order
'to increase agricultural production;
adoptien of a more liberal import
policy to.have larger imports of neces-
sary raw materlals and - components
and spares for fuller utilisation of
installed capacity in industry for in-
creased industria) proeduction; devalua-
tion of the rupee in order to stimulate
exports andg reduce imports and to
provide incentives for imports sub-
stitution and to arrest inflation; keep-
ing a strict watch over Central and
State Government expenditure and
_ over credit supply by the banks.

-

Government has taken certamn

sieps to ensure supplies. They are:
Gevernment’s purchase of
wheat and rice, raw jute, pur-

chase of wheat and rice, raw jute,
raw cotton and vegetable oils on a
large’ scale in foreign countries; in-
ternal procurement by Government of
wheat and rice in the country and
distribution of the same by Govern-
nent at reasonable prices througa
ration shops, fair price shops and
Consumers’ Cooperative Stores, sup-
ply of essential raw materials; compo-
nents and spares through imports for
59 priority industries. Government
has taken certain fiscal measures in
1966-67 to reduce the inflationary
pressures.

The combined outlay for the Central
and State Governments for 1966-67 is
Rs. 5529 crores, about Rs. 150 crores
lesg than in 1965-66, Both plan and
non-plan outlays have been reduced.
The provision for Plan expenditure for
1966-67 is 2081 crores, 217 crores less
than in 1965-66, The overall deficit
of the Central Government is kept at
32 croreg and that of the State Gov-
ernments at 20 crores. Thus financial
discipline has been enforced at the
Centre and in the States. Central and
State Governments are determined to
effect economy this year. They have
decided to reduce revenue expenditure
by 3 per cent and reduce ouilay ex-
penditure by 5 per cent. To check
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inflation, Government has issued direc-
tive to banks through the Reszrve
Bank to restrict their credit. Govern~
ment’s policy is to stimulate savings
and investment in prodactive enter-
prises and avoid all waste and reducc
non-productive expenditure.

Prices in 3rd Plan were high enough
because of stagnation in agricultura!
and industrial production and increas-
ed money supply. In the last three
vears of the 3rq Plan, the price level
rose by 365 per cent and whole-sale
prices of food articles rose by 42 per
cent, At the beginning of the 4th
Plan  the whole-sale prices further
rose by 5°8 per cent and the prices of
food articles went up by 8:6 per cent.
Prices jncreased during the 'ast decade
by 80 per cent.

In view of persistent shortages,
Government decided to take owver the
procurement and distribution of esszn-
tial commodities at controlied prices.
The final remedy io overcome the ills
is to  maximise production at all
levels agricultural and industrial. The
balance of payments position became -
bad in 1965-66, because of the unpre-
cedented draught ang the shortage of
foodgrains, and the consequent
imports of - foodgrains on 5 large
scale and the large imports of
raw cotton and raw jute and vegetable
oils. The burden of servicing the
large foreign loans increased from
Rs. 58 crores in 1960-61 to Rs. 147 crores

in 1865-66. Our borrowings from the
International Monetary Fund  stand
today at 475 million  dollars. Our

foreign exchange is very meagre now,
standing at about 100 crores, To re-
medy the situation, certain measures
have been taken by Government such
as fiscal did to exports; severe im-
port restrictions and. increase in im-

port duties; curb on foreign travel;
steps to check smuggling.
Deval'uation was an  unavoidable

step, taken by Government to arrest
deterioration in the economic situation,
to boost’ up exports and to discourage
imports. The decision to devalue the
rupee was simply the formal recogni-
tion of a de facto situation—The Indian
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rupee had lost ils par value jn the in-
ternational market, The Indian rupee
was quoted at a considerable discount
in unofficial quarters. Government
was compelled to take this major step
in the irteres: of providing a stable
solution to our balance of paymenis
problem. Owver the last few years, our
exports were pushed up, largely by
special fiscal aid, and subsidies. Over
70 per cent of India's exports moved
only with such aids. Devaluation will
maximise our exports over a period of
time, though no! immediately.

Government is taking determined
steps to encourage import substitution,

and to encourage the Swadeshi spirit-

in industrial produciion by a substan-
tial increase in import duties.

Prices of imported goods wou'd rise,
as a result of devaluation and this will
discourage imports. Prices of export-
goods would be cheaper in foreign
markets, because of devaluation and
this will stimulate our exports.

Devaluation will increase the burden
of repayment of foreign debts. Tt
will increase the rupee value of our
fareign loans. The cost of Govern-
ment imports wi'l go up, because of
devaluation. The wvalue of foreign
aid in terms of rupees will become
larger. In the privaie sector, the cost
of imported plant and equipment
and importeg raw materials wil] 2o
up.

The Government has taken follow-

up measures on devaluation; they
consist of—
(1) arrangements to meet the

import requirements of ex-
port industries.

(2) liberalisation of imports, in
respect of 59 priority indus-
tries,

(3) meeting the needs of small
industries in the matter of
liberalised imports,
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(4) controlling the prices of all

essential  commodities by
Government.
(5) arrangements to open consu-

mer cooperative stores on a
large scale throughout the
country,

(6) effecting economy in Govern-
ment expenditure,

(7) improving economy, efficiency
and productivity in public
sector projects,

(8

—

Government ensuring a strict
watch by the Reserve Bank
on credit supply by the banks,

(9) promoting savings and invest-
ments.

(10) promoting production and ex-
ports.

Let us go forward with conideace
in our Government and in our people
and in the glorious destiny of our
country.

|qWfa wg.Ta : » Epav zifzar

w7 sy "1 d7ET ¢ WS
HETRT, U OET F qiw feAg i E o
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T7E W 937 £ qF1 91, 9 gR A
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i 9wt fomm, &7 gt T AT Fiww
w: way wfa = 4, afew Fo Fror
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Tf 67 | WA & @I W WA AT
.99 o w77 ~fa T w1 a g e
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Shri Bakar All Mirza (Warrangal):
Mr. Chairman, Sir, the Finance Minis-
ter said that devaluation was inevi-
table; that it was a dire necessity.
Necessity knows no law and I think
that is why it required such an emi-
nent lawyer like Shri Sachindra
Chaudhuri for its defence.

Sir, many hon. Members have point-
ed out that our economic situation that
is causing great concern to all of us
is largely due to the two wars with
our peighbours and also due to the
stoppage of foreign aid. That is com-
mon ground, but we have to fing eut
why it is so. Were we caught un-
prepared by these two wars or were We
not gble to check inflation thai we
saw coming our way, or was all this
built-in. in the scheme itself of the
Plans.

Our Plans, 1 submit, have been bas-
ed on utilising to the maximum all
our resources from inside the country
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and all available loans from outside.
We had made it in such a way that
there was no room. .,

Mr, Chairman: The hon. Member
may resume his seat. He may conti-
nue his gpeech tomorrow. We now
pass on to the next business on the
Order Paper.
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*EMPLOYMENT OF REX-SERVICE-
MEN

Shri Hari Vishnu Kamath (Hoshaga-
bad): Mr. Chairman, Sir, I am sure
the House is glad that, as stated by
the Minister of Defence on 1st August,
the Government has made . adequate
arrangements for certain Ex-service-
men. But, Sir, it is with conslderable
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pain and anguish that | proceed to
narrate to the House the sad story of
the shabby treatment meted out to the
good old brave men who during the
last confla gration of World War Il ral-
lied round the flaming banner of
Netaji Subhash Chandra Bose and,
rather than languish in  captivity,
struck a blow for their country's free-
dom and joined the grand Liberation
Army of Netaji Many of them died
martyrs in distant South-East Asia
but, Sir, a large number of them re-
turncd home as prisoners in British
hands, brought about by the forced
surrender of Japan after the American
atombomb was dropped in Hiroshima
and Nagasaki. And, here, Sir, in the
Red Fort trial, which was illumined
by the grand forensic eloguence of the

late Shri Bullabhai Desai, to  which
Shri Jawaharlal Nehru lent weight
and prestige by his presence, those

soldiers of the Indian National Army,
the Azad Hind Fauj, were tried and
their gallant role was completely vin-
dicated in the eyes of the Indian peo-
ple, the Indian nation, But they were
convicted by the British Court Mar-
tial.

Sir, the INA hasteneq the day of
India's deliverance. But for the stir-
ring call of “Delhi Chalo” and the
armed campaign waged by Netaji
Subhash Chandra Bose, but for the
Indian National Army which rein-
forced the “Quit India Movement”
launched, by Mahatma Gandhi, this
country woulq no{ have become—I am
pos.tive on that—free jn 1947, They
hastened the day of geliverance.

But what has been the record of
this Government? How have they
treated these men who hastened the
day of India’s delivarance and got our
freedom nearer? They still suffer from
the hang-over of the bad old days of
the British regime who by a notorious,
infamous ordinance classified them
into foup categories in 1943, and then

*Half-An-Hour Discuseion.



