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CONSTITUENT ASSEMB

-

—————— e

sce i ' il House at New
T sembly the Assembly Chamber of the Qounm a6 N
li'he Assegbalg‘teri']e:ouiﬂleveen of the Cldck, being the Elrst Day of the Fifth
e ot the Iy of India (Legislative), purs5uant t:l) s;lt:i-
i f India Act, 1985, as adapte

ti 9} (a} of Section 19 of the Government o , o
;;ctll?: I(nc%izgafl’rovisional Constitution) Order, 1947. Mr. Speaker (The Honour
able Mr. &. V. Mavalankar) was in the Cha]r.

L . QUESTIONS AND ANSWERS
(No Questions: Part 1 not _published)

S— L ]

MOTIONS FOR ADJOURNMENT

£S FROM SEINAGAR BY GENERAL DELVOIE, THE MILITARY
Apviser To U. N. C. .I. P. ' .

: aker: I have received notices of three Adjournment motions:
twoMr:.laEepeto the ::ainevsubject and the third refers to another subject. I will
read these motions:

i ai 2 t public iméort.a.nce, viz., the
¢ is H do adjourn to discuss a matter ‘of urgent
behavTiE;:- t(‘:lf‘s(.':‘rex?g:lrsael Delvo'}e of U.N.O. and Military Adviser to the U.N.C.II.I’.' ar::
authorities of the Lloyds’ Bank, Srinagar with regard to the jewellery, etc., belonging
Sardar Effendi.” ’ . ) o ' o
The other Adjournment Motion relating to this subject is as under: .
i i i notion for the
« i b of my intention to ask for leave to make anation
adjoérrlll;?&yofg 1:1?5 Tmiﬁess of tge Assembly ¥or tl:)ef p;rpotse Oft. dléc:zsrl:lg Be&e‘gr:lte lfill?ft,:?-;
lic i ly, the action isutepant Ge: oie,
oAfdurg.exxtwpt}?li?éniplgrta;;ce;egzlni;g valuables.from a Srinagay Bank and delivering them
to ;uggl'son in Rawalpmdx whom the Jammu and Kashmir Government had declared am

enemy agent.”

I should like to know the facts sbout these to decide their admissibility.

Dr. P. S. Deshmukh (C.P. and Berar: General): 8ir, I do not propose to
move the motion standing in my name. _ . .

Shri H. V. Kamath (C.P. and Berar: General): Sir, T have given notice of

.two Adjournment motions: Obe relates to the aetion of General Delvoie in

removing veluables from Srinagar to Rawalpindi. 1 do not wish to move &
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at this stage. The other one which I have given notice of yesterday is about

the acube shortage of sugar in' the market. I do not know whether .it hag
reached you. : ' e . @ e

~ Mr. Speaker: In ghort, the ‘honourable Membér does not propose to move
the Ad;oumngent:motlon relating to the action of General Delvoie. -

j: Statement regarding removal of valuable fro‘m Srinagar by General Delvois
Do e o of U.N. C. 1. P. . o Y
.- The Honourable Shri Jawaharlal Nehru {Prime Minister and the Leader
cf the House): Bir, I am perfectly prepared to make a statement, if the House
80 desires. . u .

. Pandit Hirdsy Nath Kunzru (U.P.: General): We should very much like to
hear a. statement about the Delvoie affair and matters ancillary to it. :
... The Honourable Shri Jawaharlal Nehru; I can quite understand, Sir, the

interest of the House in this. affair, which an honourable Member has referred
to as the ‘Delvoie Affair’. As a matter of fact, almost all the facts connected
with it have already been published in the public i'ress in the shape of corres.
pondence which took place between the Jammu and Kashmir Government and
General Delvoie.. So, I need not repaat those Iacts. All that I hava to say
dis what further steps have been taken in this behalf. :

-~ *When the Government of Jammu and Kashmir referred this matter to us
formally we took @ grave view of the situation. We considered it serious and
- unmediately referred the matter to the United Nations Commission. And
there the ‘matter stands. The letter of reference to the Commission bhas not
been published in the press and it is not usual for such correspondence to be
published at the early stage. But I might inform the House that the letter
;-'e&lly_ oonsigts in our drawing the attention of the Commission to this incident
_and' informing ‘them that we consider it a serious matter and asking bhenc;
‘what they propose to do about it. ~ On receipt of their reply Government wil]
,consider what, if - any, further’ steps should be taken in the matter. That is
“the position. ~ "7 " - T o '
.. Shri H, V. Kamath: Now that the Prime Minister has made
~on_this subject, will you be so good .as to allow questiors thereon.
27 Mr, - Speaket: The honourable -Member knows -the practice "here: - No
-questions .are allowed.. . . .« a0, ., . 0 T T ;

& statement

s

: 3. e TR ; . !
9 - : AcuTe Sgonmsn OF SUGAR IN THE MARKET
" Mr, Speaker: Now, the other notice
‘the adjournment of the business of the As
& detinite ‘matteér of urgent public import
‘*"_ét’iga@ in'the market”. ~ 7

it

{; I might state my. prima: favie reastion.

asks for leave to make a motion for
sembly for the purpose of discussing
ance, namely, the acute shoriage of

To me, the matter ‘does pot api)ear

[5m Oor. 1049

) L 4
MOTIONS FOR ADJOURNMENT . 3

. emments of the United Provinces and Bihar and -the inddstry.‘ But even

these prices were not fixed statutorily, because we had decided upon decontrol-
ing sugar. ’

In the month of August, or towards the end of July, it became apparent
that as the prices of sugar were rising Government would have to take soms
action. We found that up to the month of June the consumption of sugar
was more or less at a normal rate. JIt is true that consumption had increased
because during the period of control many persons who did not otherwise use
Sugar got accustomed to using Sugar as sugar was rationed to all*card holders.
Secondly,  the price of sugar had also heen lowered from Rs. 35,7/ to
Rs. 29/1/-. The result was some increase in consumption. But still, because
there was a carry-over of two ldkhs tons from the previous vear it was felt
that we would be able to reach the end of the year without any difficulty.

[ ] *

As the House is probably aware, production starts somewhere' aboul the
middle or third week of November; in some places in October and in some
other parts of India in December. Round abcut the month of July_tw‘o
factors intervened. First of all, there was a talk of export of sugar to Paklst:,an
and later on possibly also to the United Kingdom.  That taik had its reaction’
on the market. The second factor was that an announcement was made
that as a result of the increased consumption up to June and July a very
small quantity of sugar remained with the factories. - With about three to four
months still ahead, the stock which was disclosed was definitely inadequate;
probahly meeting only half the needs. This itseli had an effect on the market
und very speculative purchases were made during those days. The factories
also began to charge a premium. The result was an cutery that unless Gow-
erninent intervened, prices will continue to' jump up and there was no kiaowing
as to how, high they would rise. } : » e

We, therefore, began to discuss this quesﬁon -with all the interests concerned.

I had full discussions also with the Standing Committee of the Legislature.

Latur on we proposed certain measures and consulted the Provincial Govern-
ments with regard to those measures. Some of the Provincial Governments
were against out interfering too much and were definitely against rationing of
sugar. On the other hand. one or two Provincial Governments wanted that
we should ration sugar. Ultimately we discussed the whole question in the
Cabinet—first in the Economic €ommittee of the Cabinet and then in the
Cabinet—and decided to take certair? meagures with a view to dealing with
the difficult situation. We first of all froze all the stocksein the country. ‘The
U. P. Government had frozen the stock in their province about a weelt before
with a view to conserving stocks and preventing their transfer to trade whom
we might not be able effectively to control. * ' ‘ !

’ »
We sealed the stocks both in the U. P. and Bihar and the rest of India.
Having sealed the stccks we fixed the price for sale of the frozen zugar. We
had very limited resources at our disposal. Unlike foodgrains, sugar was noé
in our physical possession. It was in the factories. A good part of it had
already been sold and the quantity which remained was inadequate for the
reniaining part of the year. Therefore, ‘'we felt it necessary to arm our Pro-

Ao :be either. urgent. or *definite. . I should
. Ig:‘ood Minister has to say about i, o

1" The Honourable 'Shrl Jairamdas Doulatram (Minister of Food and Agricul-
_f{*ture):.l!_'-s‘hould hk‘e_ to make a statement explaining what has bappened angd
‘;TZeave it to the Chair 6 decide about this adjournment motion -

. . . Some weeks ago Government was:faced with ‘rather & difficult_situation
Jfregard torsugar. As the House is aware, '

like to know what the Honourable vincial Governments with complete powers to deal With the local situatign.

, That meant that it was open to them to freeze the stocks with the dealers—
wholesale or retail—and also to fix such distributing agencies as they preferred
for the purpose of selling sugar at the controlled price to the people. . Now,
it is inevitable that where Government is faced with a situation where a certain

» .. commodity is definitely very much in short supply in relation to the demand,

in it is not possible, if Government distributes or rations - the commodity, to:ygive

“WOGR r , » we had de-controlled sugar in 1947 to the people the full quota, needed by them. Government had to choobe
. im.@ sugar-continued to be distributed without any interventidn by Government, » . s
* I4 was only with regard to the fixation of prices that there used to be informal

=oousu1tgtions and discussions between the Central Government and the Gov-
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between two alternatives—either to import more sugar to affect the price level

and meet any deficit that there might be or to try and use such supplies of
sugar as were at their disposal. Import was pot possible because of dollar
and other considerations. We felt that if the Provinecial Governmenis were
able to commandeer the stocks available either in the factories or with merchants
. with -the exercise of the power we were giving them, we would be able to geb
over this period of difficulty in a month or two. The season for production
of sugar in some factories in Madras continues ir the month of October. Some
of - the factcries in Bombay start in October. In the U. P. and Binar it would
be possible to start the sugar factories in the third week of November and
in _the rest of India it would be in the month of December. So it was for
the intervening period of two months that we had to deal with this question
of shortage of sugar. So far as the stocks in the hands of the Government
are concerned, they are obviously not adequate to meet the full requirements
of ‘the people. Therefore, the provineial Governients have been asked to take
whatever steps they think necessary to seize stocks and distribute them at
the controlled price. ‘Some provinces hawe felt that it would be better to allow
the. trade channels to function,” and in co-operation with trade to distribute
the ‘sugar at certain fixed prices. Affer the seizure of the stocks it took a
ttle time to make the allocations. As I explained, unlike foodgrains, we did
not have physical control of sugar in any central or auy provincial godowns.
‘'be sugar remained with the facteries. In allocating to provinces, we had
to. tell them how wnuch they had ta take from which factories. We had to
socure knowledge of the stocks with each factory, and it therefore took a few
duys to secure that kmowledge and make the al'ocations. In the interval the
provinces were not without any sugar because the merchants everywhere had
skocks of sugar. We had armed the provincial Governments with the maximum
power and allowed them to take in regard to such stocks whatever action
they thought best in the inmterests of the local consumers.

- Shri Mahavir Xyagi (U.P.: Genersl): Has the Minister not a word of regret
for the man in the street? - . S - S .
- ﬁ.r{Sp'e»aker: T am not at this stage, concerned with the merits. In fact,
the honoursble the Food Minister went a litt'e beyond the scope of his speech at
ﬁhe present stage. 1 wanted to know the facts to decide as to whether the
matter it really urgent and definite. He has made a much longer statement
ﬁf‘ian required; and his statement has vontirmed my first resctions, and I do
tiot: propose to give fny ccnsent %o this adjournment motion. That disposes
it of at the earliest stage and we might now utilise the time to the
subject for which this special session has been convened, otherwise
. we shall be taking up the time from the time allowed for the discus-
sion of the devaluation of the rupee.

11w

*© . PAPERS LAID ON THE TABLE | ;
0 ¥irst ‘A"_N‘N}TAL ‘REPORT Qv' InpUsTrIAL FINANCE (’om'm{moy oF IxDIA B
« The Honourable Br. John Matthai (Minister of Finanee): Sir, T beg to laj

0 : Sir, v

on the table *a copy of the ‘Beport of the Board of Directors of the ‘Igdusl;ri&l

¥inanee Corporation of India for the yesr ended 80th June, 1949, together

gnbh staternents m the prescribed lorm. of the assets and liabilities of ‘the

tiorporatior. as #t the (close; of tie year aud the profit wnd loss socount of the

Gorporstion for :the year, in accordance with sub-section (3) of Section 35 »f

the lndustrial Finunce Corporation Aet, 1948. @ '

" *Not printed in the dsy’ ' s e :
Dyat.s. P ‘ "* e d'f”" ‘Debutes‘ » opy Plac..,d‘,m the Library of the House—Zd. of
: )
o

. NOTIFICATIONS UNDER BoMBA

RAPERS LAWD ON THE TABLE 5

¥, CALCUTTA AND Mapras Port TrusTS (Coxs‘rxfu-
z10n) (AMENDMENT) AcT, 1948. »

LRI T ;,‘,.:’-

STATEMENT SHOWING AJLOGATION @F SEATS T0 GOMMERRCIAL Bopies ox FPomt

TrusTS OF BOMBAY, CALCUTTA AND MADRAS.

. The Honourable Shri N. Gopalaswami Ayyangar (Minister of Railways and
Transport): Sir, I beg to lay on the table:— . ‘ _

(1) & copy of each of the following notifications published under the Bom:

bay, Celcutta and Madras Port Trusts (Coustitution) (Amendment)*Act, 1948:—

(i) Ministry of Trapsport Notification No. 19-P(136)/46-I, dated the:
, 12th March, 1949, .

(i) Ministry of Transport Notification No. 19-P(136)/48-11, dated the
12th March, 1949, <. .

. (iii) Ministry of Transport Notification No. 19-P(186);48-111, dated the
: 12th March, 1949,

(iv) Ministry of Transport Rotification No. 19-P(136)/48-1V, dated the
- 12th March, 1949, and

(2) » copy of the statement showing the allocation of seats to Commercial
bodies on the Port Trusts of Bembay, Calcutta and Madras and the panels
of sectional interests approved for representation through their quota of scats.

REN3

GOVERNMENT OF 1NDIA
MINISTRY OF TRANSPORT
Dated Rew Delhi, the 12th March 1949
NOTIFIGATION i ) ‘
No. 18-P(136)/48-1.—In exercise of the powers conferred by sub-section (&) of section 1
of the Bombuay, Calcutta and Madras Port Trust (Constitution) (Amendment) Act, 1048

(XXXV] of 1948) the Central Government is pleased to appoint the ist April 1949 as the
date on which the, said Act .ghall come into force. .

-

: 8. CHAKRAVARTI,
, Joint Secretary to the Government of India.

GOVERNMENT OF INDIA
MINISTRY OF TRANSPORT
Deted New Delhi, dhe 12th March 1949

' NOTIFICATION
(Ports) , _ .
No. d8P(186)/48-11—In pursuance of sub-seckion (I) of section 6of the Bombay Pord
Trust Act, 1879 (Bombay Act VI of 1879) as amended by the Bombay, Calcutte and Madras
Port Trusts {Constitution) ‘(Amrendment) Act, 1943 (XXXVE of 1948) it is hereby notified
that each of the bodies representing commercial interests specified in column 2 of the table
below shall elect the number of Trustees qf the Port of Bombay spesified Jngamst it in

column 3 thereof :—

®

Table ' >

: " Serial Number A Name of body Number of Trustes . _ 4
1 Indian Morchante Chamber, Bombay -° L E ] A
2 Bembay Chamber of Commeroce, Bombay 2
3 .Maharashtre Ohamber of Commerce, Bombay 1
4

Millowners' Assoviation, Bombay 1 .
. : ) B 8. CHAKRAVARTI,
2 Joint Secretary to the Government of India.
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eolumn 3 thereof :—

A .
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GOVERNMENT OF INDIA
MINISTRY OF TRANSPORT )
Dated New Delhi, the 12th March 1949
. NOTIFICATION
(Portz) .

No. ‘19-P(156)[48-III.,—-In pursuance of sub-section (I) of section 6 of the Cﬂwth Port

Act, 1890 (Bengal Act III of 1890) as amended by the Bombay, Calcutta and Madras Poré

Trusts (Constitution) (Amendment) Act, 1048 (XXXVI of 1943) it is hereby notified that

such of the bodies representing commercial interests spetified in column 2 of the table below

Mool eleactththo ;mmber of Commissioners of the Port of Calcutta specified against it in
umn sreof -

Tadte .
Serial Number Namse of body Number of commiesior.era
¢1 ' Bengal Chamber of Commerce, Caloutta ' L
. 2 Pengal National Chamber of Commerce, Calcuite 4
3 Indian Chember of Commerce, Calcutis 4

8. CHAEKRAVARTI,
Joimt Secretary to the Govermmient of India.

*
GOVERNMENT OF INDIA -

MINISTRY OF TRANSPORT
Dated New Delhi, the 12tA March 1949
NOTIFICATION . ]
- {Ports) ‘ :

No. 19-P(136)/48-7V.—In pureuance of sub-section (2) of section 8 of the Madras Port
"Prust Act 1905 (Madraa Act II of 1905) as amended by ths Bombay, Calcutta and Madras
Port Trusts {Constitution) {Amendment) Act, 1948 (XXXVI of 1948} it is hereby notified
that each of the bodies representing commercial interests specified in column Z of the table
below shall elect the number of of the Port of Madras specified against it in

. .o Table . ‘
.+ Berial Numbes Name of body . - - Number of Trustees
1 Southern Indign Chamber of Commeres, Madras 8 )

$  Andbra Chamber of Coramerce, Madras e ]

3 Madres Chamber of Commerce, Madras 8

8. CHAKRAVARTI,

Statement showing the allocation of seote to Commercial bodies on the Port Trusts of Bombay,
Caleutta and Madvas and the panels of sectional interests approved for representation through
their quota of seats. ¢ o - o

i

: Name of Chamber . Quota of Interests to be represented .
2 S seats : ;
U Bowmar s

B@ Uhamber of Commerce . Cotton, grainand seeds shxpping, oil, \ ral
b‘_y . Exporters and general Importbrs.w
Maharaghtrs Chamber .- . . o . .
Millowners Association

]
10
8 .

° Indisn Merchanta’ Chumber, Bormbay i 1
- L y . . Piecegoods . .., . . 1
T . . o _ #5% - Grains, seeds and Vegetable oil 1

telun T g a0 0 Shipping -l - . L |
o #on oz .+ Jmport and Export trede . - 1
. Manufactures excluding cotton - -
& : : textiles. . . . . 1
W e General = . . o . . 2

Bongal Chamber of Commercs . 3

v~ - “Joint Secretary to the Government of India.

. PAPERS LAID ON THE TABLB , T

Loy

Carcurra

Shipping, oil and Transport .
Jute and Tea . . .
Inland shipping . . -
Bengal National Chamber of Commerce 4 goal . . . . .
» o . . . . .
s . i General Imports & Exports .
o ' . Finance and Banking . )

Indian Chamber of Commerce * . . 4 Export and Import

: . Jute & public Utility

Shipping . e
General {Including engineering
and Sugar.). . . .

t—-:-'..,n—;—-v-l..-h

~

Mabras. :

Bouthern Indis Chamber of Commerce 6 Foodgrains seeds and nuta . t
. Mides and skins, d¥ing and

tanning substances . . 1

Cotton piecegoods and yarn . r

Shipping . . . .

Inland navigation, motor and

other transport. . . L
Imports and Exports (including
" iron, hardware machinery

and minerals). . . L
Qilseeds and agricultural pro-

duace. . . .

A

Andbra Chamber of Commerce . 2

' SR General . . . . )

Madras Chamber of Commerce . -2 Shipping (including clearing
. : and forwarding interests). 1

General (including hides and

skin, coal and industries,
toa). . . . 1

< .. INDUSTRIES (DEVELOPMENT AND CONTROJf;) BILL
Exrension oF TIME FOR PRESENTATION oF REPORT oF SELECT COMMITIEE

' The Honourable Dr. Syama Prasad Mookerjee (Minister of Industry and
Supply): Sir,-I beg to move: . o

“That the time appointed for the presentation of the Report of the Select Committee
on the Bill to provide for the development, regulation and control of certain industries, be
sxtended upto the last day of the first week of the next session.”

Mr, Speaker: The question is: e

“That the time sppointed for the 'prmntst.{on of the Rep(Yt of the Select Committee
on the Bill to provide for the development, regulation and control of certain industries, be-

‘qxt.ended upto the last day of &he‘ first week of the next session.”

The motion was adopted. .

Y

INDIAN RAIL_WAYS (AM'ENDMENT)‘BILL
Bxrension orF TiMe vor PxrsenTATION OF Eirort oF SeLEcT COMMITTEE
The Honourable Shri K. Santhamam (Minister of State for.Transport and

Railways): 8ir, I move: ‘

- “"That the time appointed for the presen}.ation of the Ref)ort of the Select Committee on
the Bill further to amend the Indian Railways Act, 1890, be extended upto the last day of
the first week of the next session.” ' : : ‘

Mr. Speaker: The guestion is: : :
““That’ the time appointed for the presentation of the Report of the Select Committee om

“the Bill further to amend the Indian Railways Act, 1890, be extended upto the last duy of
_the first week of the next session.” = : . o

, The mctian was adopted. .
L

° .



. INDIAN JUDICIAL PROCEDURE BILL
Exrtension or TiMe Por PrEsExTATION OoF REPORT oF SELECT COMMITTEE
Pandit Theknr Das Bhargavs (East Punjsb: General): Sir, the House is

fully aware thet recently ‘the -Constituent Assembly passed an Act enlarging -

the jurisdiction of the Federal Court and practicaily putting an end to the
.Jurigdiction of the Privy Council. In view of that Act I do not consider that
the continuance of this Bill is necessary. I therefore beg of you and the House

to grant me permission not to move this motion because it is no longer’

Tnecessary. .

. Mr. Speaker: I may tell the honourable Member one technical difficulty
in the matter. At present, the matter rests with the Sefect Committee and
1t is better to leave it to that Committee as to what they would advise this
House to do. The Bill is not under the confrol of the honourable Member
to enuble him to say whether he should procecd with it or not. It ig for
the Select Comtnittee to say 0. Therefore, & formal motion of this type
will be necessary.

Pandit Thakur Das Bhargava: Sir, as advised by you I beg to move:

“That the time appointed for the presentstion of the Report of the Select Commit
- . - m
-on the Bill to clarify and modify the law'in practife hit,hertgo followed in Criminal a}l)ph'-
~cations for special leave to appeal to His Majesty in Couneil for Criminal cases decided by’
:ixes‘llrlu?’mn Courts, be further extended upto She last day of the first week of the rext
- 8E88I0Nn.

Mr. Speaker: The guestion is:

“That the time appointed for the presentation of the Rer rt of the Selecf; Commi ‘

] ) ¢ mmittes

-on the Bill to _clanfy and modify the law ip practice hithert};o followed in Criminal wppli-
vzgtxo?s for’ special leave to appeal to His Majesty in Conncil for Criminal cases decided by
vses:io";q'mn Courts, be further extended upto the last day of the first week of the next

The motion was adopted.

MOTION RE DEVALUATION OF THE RUPEE IN TERMS OF GOLD
qm:?-xa Honourable Dr. John ‘Matthai (Minister of Fingnee): Sir, I rse to

tak;;;m;;:o t.l;:n:;gg::;g:nﬁming outﬂof devaluation of the rupee in terms of the dollar be
The subject of this motion is admittedly ons of grave importance 4o th
country, and T am aware that .as Ministg; -of :Finagnee, there is .a Aspeciai
responsibility yvhieh.rests upon me in this métter. I feel, Mr. Speaker, that
the best way in which I can discharge this responsibility to the House and to
the country is by placing before ‘the House a true, clear, unvarnished picture
~of the situation as I -see it. o ' S k ‘
First of all I would like to pequaint the House with the circumst

which led step by step to the situation with which we are now faced. I :rg\(;g
like to take the House back to about four months ago when, on account of
“the severe drain upon the dollar resources .of the countries included in the
fterhyg area, there began rumours in Europe and particilarly in America
hat it would be impossible for the pound sterling, which stands as 4he master
eurreney of this area, to maintain any longer its exchange value. Thege
rumours became so strong that it was necessary for the United Kingdom .to
get intu consultation with other countries primarily concerned with the dollar

currency, that 18 .the U.5.A. snd Canada, regarding the measures nemcssa
for rewedying this situation. : . L v
The House is aware that sometime last Jun; I Avjvasﬂ ed to 1 :

; : .expacted to

aghalr;‘ooggon to discuss the question of the “sterling 'balancespwith 'the’l‘ggfésg
O ;;or of the Exchequer. I wes due ‘4o ‘have sterted ‘from Delhi some-
:;1 ere 5 I(imt the 20th June, the official delegation from the country having gone
ete u little earlier. Then a message came from the Prime Minister ¢f. the

8) ‘

)
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iteq Ki ‘e Minister that in viaw of the sevefe strain upon
Xa?%:‘:sg{uﬁggoﬁ t‘t(;l: ‘.I;tel:ﬁzr):e ig;glsthd Goven}ment of the %plt.ed lgx:)xfgdbogr;
it " 4o summon & conference of’ the Fm?nea Ministers he
i'e}b . necefizaty countries o discuss this prob{e;ff. That cqlrﬁeremenj : n
5 (;1’2?‘?“:1" 12 take place sometime in the firs week of July and, in eonst;)o a (;gn

f:ith :}11‘; Prime Minister, therefore, 1 decided to postpone my mat to Lon

antil v in July. to : ‘
umThZMC'meonWiaﬁh Ministers Conference took place about the end of the

idered the measures
{ . We satfor three days and‘ we consid )
iifitshwjggulodf l;)eulf.)aken t?y the countries included in the sterling area to mncrease

adi i dollar. Vavious resolu-
. sources and to reduce our expenditure ol us
‘;i‘g;)ﬁd(:'i::e ri?r:med at this conference and the whole idea of tht.a (;cg;iengnqe
wa.skthat the resolutions passed at that Conference were to provide the busis

i itis of the Exchequer, so to speak the Managing

(:BD e:’il I(c)l; ﬁf éatrelflllbl?c (ikhr:r;?eg(:s to bold ta }igqlater ‘in the vear, sometline in
gifpbemﬁer, with the “U.8.A. Treasury and with ‘ﬁhe (,ana.dxan Government.

It is an important point o remember, ’und I should like ic lay ;?m‘;i 3§ress

it, that vhe Commonwealth Ministers Conference prepared the ef on

which to be based and I want further to draw the

shi ington  talks were : .
Ztizi};igﬁeoiwtﬁah liliiusi 4o the fact thab in the whole of that brief prepared by
the Commonwealth Ministers’ Conference there was no referemce to the subject

vahuation. That subject was not discussed at the Eonicrence. There
grfssd;;,?l:z:en so much as a{ reference o the subject at the konierenee.’ .

Then came the talks in Washington 4n Sept?mber. The talks at V‘%nsi\mg-
ton are between the British Chancellor of the Exchequer, the U. 8. Secretary
of the Treasury and the Minister of Finance of t:hg Canpdmn Govemmex;;o.
The Commonwesith countries were not represented in this conference. The
understanding was that the British Chaneellor of the BExchequer would argue
the case for the sterling countries on the brief prepared by the Commonweslth
Ministers Conference. 1 may say, incidentally, that in view of the great

9

. importance of these talks in: relation to our finances and the general ecopnomy

Government of India felt it necessary to direct Mr. Chinta-
:Zé‘;ug):‘gxzyﬁhf’hzho is now our represeniative in matters of external finance
in Europe and America, to proceed 1o Washington, sometime before these talks
began, so as to be present there in the capacity of an inforinal ;o‘oserver.
From public statements which have been made (I believe on behaif of the
Government of the United Kingdomp) I understand that before the British
Chaneellor of the Exchequer and the British Forsign Minister went to Washing-
ton apparently a decision had been taken to devalue thd pound sterling.

The next stage to which I want to carry these preliminary observations is
that ihe first information that we received Mere regarding the decision of the
U. K. Government to devalue the pound sterling wus contained in a message
which was sent by Mr. Attlee to Pandib Jawaharlal Nehru. tl‘hat message
reached us here on Friday, thg 16th Septernber. The exact time at which
we received it was 2 P.M. on the afternoon of Friday. Ag soon as our Prime
Minister received tha$ message he passed it on to we. Almost immedistely
after that I received a message frome Washington to the effect that the
Governor of our Reserve Bank,” Mr. Rama Rao, who had been representing
India at the annual meetings of the ‘Internalional Bank, was flying straight
from Washington to Delbi. He did not tell me in the message what exactly
his business was that brought him ~so hurriedly o Delhi but baving seen
Mr. Attlee’s message I presumed that ¥r. Rama Rao was coming here to
give us 80 to speak the background of the discussions at Washington.

% At the imstance of the Prime Mimister e had a cabinet meeting o

discoss this whole metter and it was held at 16 p.M. on Friday, the 16th

September, the day on which we got this message. The Prime Minister fixed
. . » . IR ] : . B -
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the [r’i;ei‘:]iggnfor 10 c?’cloc.k at night, because M:r. Ram? Rao’s plane ﬁvgas.
expécted to reach here about 8 o’clock in the evening and it was thought fthat
his presence at the cabinet meeting would belp me and my col]e]agues' in
coming to a decision on this very difficult sublect. Unfortunatel.y, the plane-
whick brought Mr. Rama Rao was delayed by eight hours. Re did not amvg
here till early in the morning on Saturday. In the meantime we dlspllsge

this question at-the meeting of the Cabinet on Friday night and having
reviewed the subject from all angles we came to the conclusion that in 5139
circumstances there was no solution possible for the Govermr_lent of India
except to devalue the rupee to the same extent as the pound ste}'l}ng. T should
like to sdy before I proceed any further that although the Brltls}} Chapcellor
of the Exchequer had categorically denied that there was any intention on
the part of the U. K. Government to devalue the pound sterling, it ‘0(.3(.:\11‘1‘ed
to me from such indications as I ‘gathered in London that ?he.posmbl_hty of
the pound sterling being devalued was not altogether to be dismissed. There-
tore we arranged that our technical advisers in the Government of India here
and our technical advisers in the Reserve Bank ghould at once set about an
exhaustive and detailed examination of this ‘whole problem, which they did.
The result of this examination was that in case the pound sterling was deva!ued‘
we should devalue the rupee to the samd extent. That same advice was given
to me by Mr. Chintaman Deshmukh. In that opinion the Governor of the
Reserve Bank fully concurred. s :

Pandit Balkrishna Sharma (U.P.: General): May I ask one question of the
honourab'e the Finance Minister? How many months before devalustion took
place was this advice given? S L

The Honourable Dr. John Matthai: If the honourable Member will forgive
we, 1 am going to give a complete picture and if the honourabie. Member
wishes to put & question after that I shall be quite willing to answer it.

To resume my story, we held another meeting of the Cabinet on Saturday
morning at which the Governor of the Reserve Bank was present’ and tie
members of the Cabinet therefore had an opportunity, so to speak, of reasses:
sing the position in the light of the personal account which the Governor of
the Reserve Bank brought to us of the whole background of the discussions
at Washington. And on a reassessment of the whole position we coniirmed
- the conclusion we reached the previous nigh% that the best course that we
could adopt in the circumstances was to devalue the rupee to the same
extent, o 5 * ‘ '

The meeting of the International Monetary Fund at Washingion to con-
sider the general revision of the exchange values of the currencies of all the
member countries was being held on Saturday, the 17th, the day on ‘which
we camc to our final decision. But I was informed by Mr. Chintaman Desh:
mukh that he was able to get the International Aonetary Fund to postpone
the examination of our case until Sunday so that we might have a little more
time to examine the position. At 8 p.m. on Saturday, on the decision arrived
at by the Cabinet, I sent a cable to Washington to say that we would propose
to the Intermational Monetary Fund that the rupee should be devalued in

the manner that we decided on. I wanted a$ that time to inform our neigh- ’

bours, Ceylon and Pakistan, of our decision to make this proposal to the
International Monetary Fund. But I could not very well do it on. Saturday
becausc Saturday was a business day, and I thought in view of the great
delicacy and secrecy attaching to this particular matter that the earliest time
when I could send a message safely to our neighbours was Sunday morning.
On Sunday morning, therefore, I despatched two telegrams, one to the Ceylon
Government and the other to the Pakistan Governmient, informing them—
that. we were making this proposal to the.International Monetary Fupd.

t

‘Monetary Fund the Government of India had decided”to devalue

’
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| wéuld liké to ;nake a reference to Ce;vlon in this connection, because my

“friend Mr. Jayawardane, the Finance Minister of Ceylon, immediately after

devaluation was decided on—both of his currency and of ours—made a state-
‘ment in his Parliament to the effect that he had not been consu_lted py the
Indian Government. I want to place before the Iouse the facts in this con-
nection. Two days before we, received the message from Mr. Att-}ee,
‘because of the rumours which started all over the world regarding the possible
decision of the U. K. Government, the High Commissioner of Ceylon came
%0 ses me on the 14th-—that is, as I said, two days before we received this
‘message from Mr. Attlee. And he said there were all these rumours about
devaluation and in view of tie close currency relations between Ceylon and
India he thought it was necessary that the two eountries should act in con-

"-sultation with each other. I entirely agreed with the view that he put before

me and I told him two things. First of all, although the matter had wot
then been formally and officially considered by our Cabinet, in view of the
conclusions reached in the expert investigations that had been going on both

-here in the Government of Indaa and in the Reserve Bank of India and on

the basis of informal talks that I had with my own colleagues in the Cabinet
1 told him provisionally that my perspnal view was that if the pound sterling
was devalued we would devalue o the same extent. But I told him also
that the matter had not been formally considered by the Cabinet. Secondly,

-if there was time I should be glad to arrauge a consultation between the

Government of India and the Ceylon Government. In view, however, of the
time at our disposal between the 16th when we received this information and
the 18th night when the Chancellor of the Exchequer was to make the an.
nouncement was far too short for the sort of leisurely consultations which the
Ceylon Government had in mind. Since we reachud this decision on Saturday
1 would have liked a personal talk with the Ceylon High Commissioner, but
be was unfortunately away from Delhi during the week-end and I was not

_able to contact him. ~So the best 1 could do in the circumstances was przcisely

what I did, namely, to send a message on the morning of Sunday to the effect
that this proposal was being made by us. '
. .

The same procedure J followed with regard to Pakistan: I sent them the
message on Sunday morning. In that message I made this particular request.
1 said '.We are proposing this to the International Monetary Fund”’ and I agked
the Pakistan Government ‘‘what % the, decision that you propose to take;
whs}t s your reaction?”” I got no reply the whole of Sunday. On Monds.‘;'
at 2 AM. I released an announcement to the press here that we were going
to make this proposal to the International Moretary Fund., I decided to do
80 because the announcement regarding the devaluation of the pound sterling

. was going to appear in Indian papers on Monday morning and obviously ther
‘would be a great deal of excitement and Bpeculaytion ro g viously there

garding the -action thai
Therefore I allowed an announcement
D our papers that the Government of
Monetary Fund that the ‘rupee should
he International Monetary Fund was

the Government of India might take.
to appear on the morning of Monday i
Indiz had proposed to the International
be devalued. The concurrence of 5

received on Monday. The, whole of Monday [ regeived - no answer from the

Pakistan Government On 'Tuesda i
tent. Yy morning therefore I released the fi
announcement which was that with the concurrence of the ~lntem§tioﬁ:ll

the rupee
But since Monday,
actually our rate became
period I had not one word

aud that the rate would becomo immediately effectiv.

au stive.,
I‘ues(!a,y and Wednesday were all bank holi{iays,
eﬁe‘cuve on Thursday morning. Throughout thas

of mformatxon from the Pakistan Government,

There is one other fact to which I would like to : . ,
i A e to make a ref . 1
18 not a meniber of the International Monetary Fund, Pakista;ei: r;e(l::e a mcefﬁyf)::
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the International Monetary Fund. If they haé beer membars of Ul
?fnteﬁfational Monetary Fund, they would have had an cpp?'t;:tlmyﬁ in ttne
consultations snd discussions that took plice m the };n_bamahwd, l_one :;?;
Fund, of ascertaining for themselves what exasetly would be the. t;ve op;xeﬁh
in recard to this matter in all the other countries which are mem'irze ke
Tuternational Monetary Fund. 1 understand also 1bhgt. some time CoveL Z:Letl;
.end after the U. K. Government took thxa. deoigion, t}§e_ Commqnvf .
Relationg Ministry in London called a meet;IrJ)gn (;af the I{alifl Ioptg:mxnix:

in ! ies i on in order, .

jheniric Commonwea‘th(?((;;‘::rl:)?}e:e;?th countries were represented ab-

explain this matter. All the > . se
thx'ft conference but Pakistan was not there. Therefore, there was another

i i i i 5 i . the Pakisten
opportunity which might have automatieally presented itself to ! k :
(};:)}:iernmegt to ascertain what was happening in all the other countries of
the Commonweaith, but this opportunity they weve for some reason unable
to make use of. I therfore maintain that in view of the shortness of lt:;ne
at our disposal, we did the best that we could do in the matter of consulting

hoth our neighbour countries.
There is just one word that I wa

i, L e

ut to say with regard to the procedure

ted by the U. K. Government. I do not wish in the least to complain
ggggu:g Iyam fully aware of the difficultics which coqfro,nted the U. K Govi
ernment in this matter, because one of the matters which I presume ultxmatgly
led to this decision of the U. K. Government was that because of these wild
rumours floating about the world there was a vast movement of sterling from
the U. K. to other countries, and probably events compelled them to act in the
way they did. They were faced with a very difficult %nd a very delicate s;}fu-
ation. I make the fullest allowance for that fact. Nevertheless, I feel that
if arrangements had been considered in time it would have been possible,
for the U. K. Government to take the Commonwealth Ministers: more fully
into their corfidence than they apparently did. I say that for this reasonm,
that in the Commonwealth Ministers’ Conferenqe which was convened for
the very purpose of discussing the dollar situation there was ne reference
whatever to the subject of devaluation and if as I understood it the reso}utxoys
passed by the Commonwealth Ministers’ Conference provided the brief ior
the Washington talks, then the decisions reached.a.b Washington by . tfhe
representatives of the U. K. Government, in my opinion, exceeded the brief
that the Commonwealth Ministers gave the British Chan_cellor of the Exchequer.
I cannot help thinking that in a matter which so vitally affects the whele
econowny of every country in the sterling azea. steps ;should have been taken
to arrange for a secret meeting of ‘the Finance Ministers of the Commonwealth
countries before this decision was sprung upon them, regarding three matiers:
the need for devaluation, the extent of devsluation and the time qf devg%naﬂon.
1 am quite aware of this that any such conierence would have_mtepsxt:ed the
ruraours that were already floating about, but if 1 had been in Sir Btafford
Cripps’ place what I would have done would have been something like this.
Here was the. Washington conference discussing this matter on the brief pre-
psred by the Commonwealth Ministers” Conference. It could have bave heen
srranged that a report should be made by the Chancellor of the Excheqper to
the Commonweslth Ministers’ Conference of the resulte of the telks which he
beld on the brief we prepared.. That could have been made the estensible
object of the conference. Incidentslly, it would hawe enabled Sir _Staﬂ'oc:d
Cripps to acquaint us really with the eircumstances that led to this fnal.
decision. o C _ o » .
Let me say again that I malte this statement because I fecl we have been
placed in & position which led not merefy fo inconvenience to ourselyves- but
alsa inconvenience o our neighbours, Ceylon and Pekistan, and ' think gvery

: ’
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effort should have been made to avoid the inconvenienece that was eaused in:

that way. . P ‘
- Kow I proceed to tell the House what precisely are the reasons which led

- us-to take the decision we did. I want to make it perfectly clear that although

¥ feel logically, on the basis ef economic facts, there: was a case for devaluation .

both of the pound sterling and of the rupee, I should have liked to face this-

problem and to come to my decision regarding the problem after a good desl
more deliberation than I wgs allowed time for. 1 feel that in this matter
I have had to act net on conviction born of logie necessarily but, so to speak, by
the compulsion of events. I am. not happy that I have had to make a decision

. eompulsion' of events. I am not happy that I have had to make a decision

in those circumstances. Nevertheless, since the pound sterling was devalued,

I felt and my colleagues entirely agreed with me that there was no other-
- course open to us. I say that for this very good reason. Nearly 75 per cent.

of the export trade of this country is with the countries in the soft currency
areas. Therefore, when sterling was devalued if we did not devalue, the
result would have been that oyr export trade to these countries would not-

- merely have greatly diminished but in course of time in certain impartant

directions might have been wiped out, altogether—Lancashire piecegoods com-

peting with our piecegoods in the markets of the sterling area, Ceylon tea.
competing with our tea in the same area, East .\frican groundnuts competing

with our groundnuts, South African manganese competing with our manganese,

Dundee jute goods competing with our jute goods. The position was really

serious and we could not afford to take the risk involved in keeping the value:
of the rupee at a higher rate when it was likely to lead to these extremely

grave consequences for the country. It is not merely that our export trade-
would have suffered, the dwindling of our export trade would straightaway

have redcted upon our import trade because the only way in which we zan

pay for our imports is by earning foreign exchange by our exports. Today

we are meeting the bill in respect of our imports partly out of the foreign

exchange earned by our exports and partly out ot our sterling balances.

We cannot go on drawing upon these balances—they must come-
to an end some time. Therefore, the only way in which we can maintain
cur trade on a healthy and enduring basis is by taking every step to promote

our export trade. That then is the main reason. May I put it like this™
We took this decision in the maif as a defensive measure.

Second'y, supposing we decided*to take a litt'e time after the U. K. Gov-
ernment had decided to devalue and meanwhile to keep our ratio to the
dollar at the original rate? Nobody would have taken our rate seriously.
Because of our dependence on the sterling ares for exports, because of our
unfavourable balance of trade, because of dur high level of prices, everybody
who understood finance and business in. any country of the world would have
presumed that so high a rate for the tupee would be unmaintainable. The
result would have been that the whole of our trade would have beenr disor-
Fanised. It would, in course of time, have come to a standstill and we
elt, t:(herefore, and I have not the slightest doubt that it was a correet deeigion,
that if we were going to decide on devaluation of the rupee the decision roust.
be taken promptly, quicklv. The question may arjse here: if it was possible
for Pakistan to adopt a different course, why was H# not possible for you to
tollow & similar course? ¥ propose to deal with it later. :

There is just one other consideration that I want to mention. We are
8 member of what is called the sterling area. So long as we are a member
of the sterling area, it is an obligation which is placed upon us, which we
must be prepared to honour fully, that whatever we do must be in keeping
with :‘Jhe general objective of that area. As I understand it, the general
objective of the sterling area is to enable the countries included in that ares
" to-achieve adbalance of trade at the highest possible level, partly by expanding
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exports and partly as a temporary measure—if that was necessary.in order
to restore  equilibrium—by reducing imports also. That was the ‘objective
trhich governed the whole proceedings of the Commonwealth Ministers’ Con-
ference and I have no doubt in my mind that so long as we are members of
the sterling area, it is up to us in all the measures lhat we take to keep in
gtep with the sterling area and the general objective of that area. T
 'This question necessarily raises another. Why.do we really want fo remain
in the sterling area? Why don’t we walk out of it? The position is this. The
essence. of the sterling area is that all the hard currency resources earned by

the members of the sterling area are pooled and-all the members of the sterling

ares have the right to draw upon the central reserves for meeting their deficits
in respect of dollar resources. It o bappens today that next to the U. K.,
we are the country which makes the biggest demand upon these central
regerves. " That was not so till a few years ago. In undivided Indis, that is
Yo say, during the pre-war period, India was a net contribvtor to the central

-regserves. Today unfortunately, we are mot a net contributor; we are a net.

beneficiary. So long therefore as there is a mal-adjustment in our monetary
relations with hard currency countries, there is wot the slightest doubt that
it is to our interest to remain in the sterling area. To get out.of it at this
stage would not be in ocur interest. .

There is a point which finds frequent reference both in the Press and in the
amendments which have been tabled, ramely, why don’t we sever our link with
sterling? Now, may I explain quce and for all that the rupee is not today linked
to sterling any more than the rupee ig linked to any other currency. All that
there is; 18 that we have a par vaiue which we accept between the rupee and
sterling in the same way as there is a par value which we accept between the
rupee and other currencies. What is called the ‘‘link’’ of the rupee with
sterling is something which existed under certain provisions of the Reserve
Bank Act which have now been deleted. There was a provision ini the Reserve
Bank Act which obliged the Reserve Bank to buy aund sell sterling at a
Pparticular rate of exchange and it was really that that created the link between
the rupee and the sterling. Today, the correspondiug provision in the Reserve
Bank Act is that the Reserve Bank is obliged io buy and sell not sterling
but foreign exchange at such rates and under such conditions as the Central
Government may determine with reference to their obligations and with
reference fo the Monetary Fund. Therefore, there is not today any such thing
as 8 link of the rupee with the sterling. | :

. . There is one aspect of this problem of the sterling area to which I would
dike to invite attention. If, as a result of devaluation' of the pound sterling
and as & result of other measures which the U. K. Government have taken
there is no improvement in the dollar positiom of the U. K. and all other
countries in the sterling area and the diminution of the dollar resources of the
sterling area continues, it is not inconceivable we should be faced with the
position that the sterling area would be dissolved. If for other reasoms some
of us think that we should leave the sberling area and if as circumstances
Alevelop contrary to present expectations the drain on the dollar resources
[dn the sterling area continues, in either case we ‘are faced with this problem
today. We must face up to the prospect of our not having access to-the

‘resources represented by the central reserves of the sterling area. In other

words, it seems to me it is time that this country muarshalled its resources
“and put its whole pattern of trade on a basis which would enable i§ to go. on
" without ‘this adventitious gid. If the need for de-valuation is accepted, I

‘submit to the House there is an equal ground for suggesting thabt there should .

ibe an equal measure of de-valuation, because all the arguments. that I have
“suggested for the de-valuation of the rupeé are equally applicable to the pro-
*position that the de-valuation must be to the same extent. [ will tell you

" this because it has been suggested that the disturvance w

area.
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why I am saying so. Already the level of prices in India is higher then the

level of prices In the U. K. and if on top of that you are going to have an

appreciation of the Indian rupee, say, to the extent of 10 per cent.. that is
apgandicap which is quite derious enough to affect our export trgdg..d&ay g
give the House an {llustration? About s year ago, we put a hlgd )& (i)n
axports of cotton piecegoods which seriously affected our export trade axg b
response to very strong representations from trade sqd industry, we re um5
it to 10 per cent., but even that 10 per cent. was tco high to enable our eézp& :
to find reasonable eales in our customary export markets, and we reukx‘ove ;1
duty of 10 per cent. If we did not de-value to the same extent, the Wa{ﬁch
which the relative exchange ratios will opet:ate is precisely the way In W

that duty of 10 per cent, operated on our piecegoods trade.

I come now to the question of the decision taken by Pakistan. It is

necegsary, first of all, to make clear that what has happeued between I;]@;a
and Pakistsn in this matter is tRat Pakistan has apprecialed the Valu& of its
currency in terms of Indian currency. Wha‘ttbw:h h%vemd&lllle r‘l;l;:e ;“s:;
aintai i ian * -with the Pakis .
muaintain the exchange ratio of Indian ‘rupee e e ocourred
in the economic relations between the two eountries is due to .ac'txon taken
by uve. What really has caused this disturbance is the appreciation of the
Pakistan rupee, not our decision to maintair the rupee on the same basis.
The reason for the statement that I am making is this. .In the agreements
that we have with Pakistan regarding exchange of commodxtges, and Setylemeut
of payments, the terms are based on the parity of the Indian rupee with the
Pakistan supee. They are based also on this consideration’ that all settlemer}ts
would be made in sterling. Therefore, the two currencies that matter with
regard to these commitments are the rupee and the sterling. May I say this
also? Pakistan not being a .member of the Intcrnational Monetary F und, 8%
tar as 1 know, has no internationally registered gold content for its. rupee.
Therefore, the only kind of standard with refergnos to xymch their exchange
ratio can be determined today is the rupes and the sterling.

8
{

1 do not want for a moment to convey the impression that I question the
govereign right of Pakistan to alter Ythe value of its currency. What I am
saying is simply this: that the initisl cause is the action teken by the Pakistan
Government in appreciating the value of ite currency in terms o{ the rupee.
For many reasons I regret the decision ta.keg by the Pakistan .l:ovemment,;
beeause in spite of the differences which unfortunately have arisen l,)atween
the $wo countries in other matters, there id nothing better that we desire thar
that, in economic matters, the relations betwesn the two countries should
vemain friendly and co-operative. « The economic interests of the two countries -
are so vitally linked together that this drastic break which has occurred in
our currency relations has rendered more difficult than ever the task of t@ose
who, during these recent fateful years,’in spite of every obstacle, have striven
to maintain relations based upon economic co-operation between the iwo
countries. We in this country have a clear conscience in this mater, because
the action that we have taken is in accordance with the action taken by
every country in the sterling area barring Pakistan. It is also in accordance
with the action taken by practically every important country outside the dollar

The question then arigses: are the circumstances of Pakistan in the economic
field so fundamentally different from those of the other countries in the sterling
arcs and from those countries outside the sterling area which .have also de-
valued their eurrency, that they are justified in appreciating the value of
their currency? I say deliberately, not. I venture to think that I have

»
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some little right to express an opinion on this matter, because, in the days
before the Partition, in the days before Pakistan came into gxmtgnce a8 a
separate independent State, I was one of the verf few persons in this country
who held the view, and publicly expressed the view, that economically I’aklsba.n
was a viable proposition. I have naturally taken somc interest in the economic
problems of Pakistan, particularly in their relations to the economy of this
country,”and on such knowledge as I have, I have no hesilation in saying that
the decision, which, in this matter, has been taken by the Pakistan Govern-
ment, is totally lacking in economic justification.

When you come to consider the question as to what exactly are the tests
that you apply in order to determine the relative external value of a currency,
there are two governing considerations. First of all the balance of payments,
and secondly the level of internal prices. , :

I will first of all take this question of balance of payments. Now,
Pakistan’s favourable balance is due primarily to two things: first the export
of raw jute and cotton to India and; secondly, her low imports of capital
goods due to the fact that her industrialisation programme has not yet been
put into operation. In regard to the export of raw jute and cotton to India,
on the ratio which is now proposed by the Pakistan Government, the Indian
manufacturers would be compelled, in their own interests and as a matter of
shecr self-preservation, to refuse to buy raw jute and raw cotton from Pakistan
to the extent they have done in the past, not as a matter of retaliation, but
simply on account of the play of economic forces. May be it may hurt us
a little, but the production of raw jute is rapidly growing in this country. We
are making every effort to grow improved varieties of ~cotton. In the mean-
time it is open to us to turn to other soft cwrrency areas to supplement our
own resources in raw cotton. Therefore, it seems to me that this favourable
balance, from the point of view of trade, is a temporary passing phase. This
temporary balance, mark you, is based on the parity of the Indian rupee with
the Pakistsn rupee. The moment it is altered, then the whole aspect of the
question changes. ‘

There is another point that I would like to mention. Supposing the export
trade of Pakistan in this important raw “material diminishes. To that extent
it is going to react upen their favourable balance. Two or three years from now,
under the General Debt Settlement between the two countries it will be neces-
sary for Pakistan to make equated payments to us of the debt that they owe
us.  Once those payments becorb operative, there will be a further force whicls
wili alter this balance. There is, therefore, in my judegment, no doubt that
the so-called favourable hslance is an adventitious factor. '

The otbex: point is that I understand thab‘the Governmeny of Pakistan have
a fairly blg industrialisation programme. The moment that programme comes
-nto operatien, imports of capital goodsswould begin to increase. That would
be a faqtor on the other side. It seems to me therefore that forces are likely
to work in a direction which will diminish and eliminate this favourable balance.

Now lef- me take the quéstion of the level of internal prices. Thet is an-’
ot.her consideration on which this question of exchange ratio is determined
Till August 1947 both our countries were subject to the same price inﬂuencmé
factors. Since then, as far as I am aware, no developments have occurred
which have operated in different directions in the two countries regarding the
level of prices. It is true that in western Pakistan the prices of food grains
h?.ve been coming down, but on the other side, in eastern Pakg‘stan, the pricesl
wi food grains have been going up. As far as I_am able to judge, from sucil
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material as I have gathered from international statistical publications, the
difference between the levels of prices of the two countries is by no means
such as to justify this enormous disparity between the relative value of the two
currencies. .

Mr. Speaker, I cannot believe for a moment that the able men who direct
the financial policy of the Pakistan Government are not aware of the weakness
of the economic case for their dew exchange ratio. I am driven therefore to the
conclusion that other considerations have influenced their deeision.

What are these considerations: I ean only conjecture, but I feel thad 1

. am in duty bound to tell the House what my own conjecture is. First of all

there is the psychological factor. A leadipg British journs,l,_the London
Econoinist, in some comments that it made the other day on this ma.t-ter' des-
eribed ‘the decision of the Pakistan Government as a ‘‘temporary aberration’’,
putting it dowr: to certain psychological causes, first of all a sense of injured
pride that they do not count more in these decisions than they appear to bave
done so far and a natural desire to make others sit up and take notice.
Secondly, the temptation to demonstratg the superiority of their currency over
the Indian currency proved too strong to resist. ) o

But there are also certain business and financial considerations. This i

_ the beginning of the busy season in jute and cotton. Our people  would be

presumed not to have made adequate afrangments for getting enough stocke
for carrying on their manufacturing operations for the rest of the year, and it
is likely therefore they would be compelled to purchase these essential raw
‘materials at higher prices than they have been paving hitherto. Whether tha
would work or not T am not in s position to sav, but in the conference that we
have had with leading businessmen in this country, they appeared to think that,

" it that is the calculation on which the decision was based, that calculation is

not going to work according to schedule (hear, hear).

There is another point to which I would like to draw the attention of the
House. One of the most important arguments which have been urged over
and over again for appreciating the value of the Pakistan currency is that there-
by they would be able to get imports of capital goods cheaper, cheaper from
the sterling area and not more expensive from the bard currency area. 1 was
therefore curious to know what exactly aré the capital goods that they were
expecting to import, and I looked up the budget statements presented by the
Finance Minister of Pakistan. The capital budget of the Pakistan Government
for the two vears 1948-40 and 1949-50 gives the following figures: For the two
years together capital expenditure is estimated at 85 crores of rupees. This is
spread over a large number of relatively small items. There are two items that
stand out. For industrialisation for the two years put together, the total
provision is 5% crores. Under Tefence Outlav, the provision is very nearly
48 ryores, mostly defence stores. I leave the House to draw its own inference.

T therefore shave the general view’ expressed not merely in India but also
abrond hv competent persons.that strong economic forges will make it increas-

inglv difficult for Pakistan to maintain their new ratio.

In the licht of the present situation, we have had to consider whether a new
official rate of exchange between the Tndian and Pakistan rupees based on the
alterad relation between the Pakistan eurrency and sterling should be im-
mediatelv annonnced and brought inte operation. We have heen in communica-
tion with the Pakistan Government in this matter, but this gquestion of the
rate of exchange is bound up with certain issues arising out of the pavments
agreement het\een the two countries. We therefore felt that no annonnce-
ment of the mew official rate of exchange is possible at this stage, and have
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hi'ib{;'med the Reserve l}iank of India and the Government of Pakistan accord-
ingly. Pending a settlement dof these igsues, }oz" vs{hiqh purfose an inter-govern-
mental conference s proposed to be held soon, it 18 inevitable that the position
with regard to the exchange rate with Pakistan must coptinue to he'ﬁmd. There
ix one thing that 1 want to make quite clear. In agreeing to an inter-govern-~
mentai conterence, the Government of India have no intention whatever to
siter iy any way the decision already arrived at after the roost careful considera-
tion regarding the exchange value of the Indian currency. In view of the
frequenty with which statements regarding devaluation by Finance Ministers ik
o othef counkties are-made and unmade, 1 wins 0 make it absolutely
12 Noox clear that in moking this statement 1 mean every word of what [
say (hear, hear}. « . . 4

- Now I come to the particular issue which I kiow is uppermost in the minds
6f honourable members. What are the effects of the devaluation on India’s
eccnomy? We decided to devalue, as 1 stated, primarily as a defensive
measure, to defend our external trade.. Nevertheless, it is necessary thst we
should examine carefully what the repercussions of this decision are going to be
upon our economy. The position is still obscure. There are far too many un-
certain factors and I hesitate to lay down any dogmatie or categorical proposition..
Wae are still in the throes of the world earthquake which has taken place since
geheral devalustion started, and it is difficult even now to see the picture as
a whole. All that I can hope to doetherefore this moming is to state a few
broad conclusions necessarily of a tentative character.

1 tsks first of all our Balance of pavments. As regards the United States of
America, our exports aré mainly jute goods and secondarily tea. The way in
which 1 estimate the position is this: Neither the demand for these arbicles in
the United States nor our supply of these articles in India admit of any sub-
stantial varistion in response to changes in price. I presume therefore thaé
quantitatively it would be wrong to expect any considerable increase. 1t quantita-
tively there is not going to be any counsiderable incresse and at the same time
the dollar prices in America, fall because of devsluation, then it must be
presumed that our totel doflar receipts will also fall. One way in which this
can be obviated is bv a system of customs duties on exported srticles which we
have already imposed on certain classes of goods consistently with improving
our position. in the export market. That is. s point I propose to revert to later:.
On the import side. oy dollar expenditure will increase because of higher rupee
prices. The remedial measures which we have got to take in this matter are
tc stop imports of food-grains as early as possible, to reduce the imports of
other articles such as motor vehides, and to divert the purchases of machinery:
and industrial materials as far as possible to soft currency areas. I have already
discussed the guestion of balance of pavments with Pakistan and what is likelv
to happen in regard to raw jute and raw cotfon. As far as the United King-
dor is concerned, T think in the main the position will be left unaffected axdept
for two factors: The poods exported 4o this countrv by the United Kinedom
using materials produced in the United States would necessarily show some in-
crease. With the increasing demand which is coing to be placed upcn the soft
emrency areas because of ‘the higher dollar prices 6f these goods, there iz likelv |

to be an increased pressure of demand upon soft currency areas which may. in

mv opinion, to some extent put up the ' prices of goods imported from soft
currency areas. : . .

- T now come to the auestion of the sterling balances. Tt is’ usunlly  ghated . -

. that the result of devalustion 'is that the convertible vportion of rur sterline
. balantes will now have less value. That. T think, is an inaceurate wav “of stat--
~ing the nosition. What exactly is going to be our loss bv rersan of the dewalna-~.
tion will depend on the extent ¥ which we can divert oor bduscheses to the
sterling area, on the diftereniee in prices and on the money value that we seb -

upon. the difference in quality and periods of delivery. .1 am not g

-3
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oing to deny
that there is some loss ; but the Joss is not likely to be quite so large as & etraight-
forward application of arithmetical percentages would suggest. The real test

in these matters is not currency, but the things that currency buys.

Against this must be set a factor which is of some importance from our
of ¥iew. The purpose of devaduation, taking the whole group of sterling

point : .
gpuntries, is to stimulate exports to the United States of Americs, to Dollar

countries, and thereby increase the dollar earnings of that sres. If devalua-
tion succeeds in achieving that purpose, there are indications that it is likely
to, then, to the extent that the central reserves of the sterling area increase,
10 that extent we should benefit because, today, there is no quantitative limita-
tion upon the extent to which the countries of the sterling area can draw upon
these central reserves for essenfial requiremerfts. _ °

With regard to sterling balances, 1 must also refer to the question of scaling
down of these balances. Recently. a gpeech was made by the leader of the
‘Opposition in the British Parliament regarding the possibility of these balances
being -séaled down. I wish to say a few things regarding this matter.
Apparently, the demand for scaling dovn these balances is based on the plea
that India owes a good deal more than she has paid so far towards the war
expenses of the allied countries. The only thing 1 wish to say with regard
o that is this. India’s share of the war expenditure was 3 matter of definite,
‘deliberate ‘agreement between India and the United Kingdom made 3b s time
I presume when the present leader of the Opposition was the Prime Minister.
‘Fvery penny due from us under that agreement has been paid. No further
.elaim; in my opinion, can be made upon this country. There were certain
outstandirsy items such ag defence stores, and so on; but these were settled

.in the sterding balances agreement of 1948. T maintain, therefore, in fairness,

there i& no justification for the demand which is being repeatedly made by
eertain’ sections of public opinion in the United Kingdom. ’

1 want to put before the House some relevant considerations regarding this
matter. First of all, T maintain that the creatidn of these sterling balances
was the result of an improper use of the provisions of the Reserve Bank Act
which linked .the Rupee with the sterling. Sterling securities being used to
that extent as reserves for our currency, 1 say, was a wrong use of this pro-
vision. Secondly, it is the creation of the sterling balances which very .largely
accounts for the problem of inflation from which this coumtry is still suffering.
“Thirdly, a free Government of India, if it bhad been in power at that time,
‘would have required that the cost of goods supplied by India to the United
Kingdom, at a terrific sacrifice, may I add, for war purposes, should be met
by goods supplied to India, especially capital goods, by Rupee loans raised in
india or by gold. I these did not meet the cost of the supplies required, the
.supplies would have to be restrioted to that extent. If this course had been
adopted, we should have been gpared this terrific inflation problem which we
fhave inberited. Fourthly, may I say this: whatever the merits of the war, a
question inte which I do not propose "to. go, our peoplé were no party to the
declaration of this war sand I think it is, not right now, that a National Govern-
‘ment is in power, we should be saddled with-additional expenses. If a future
‘(Government of the United Kingdom makes this demand, it - must be made
clear that we in this country will resist ik by exery means in our power. We
‘are not quite. go helpless in this matter as some ill-informed people in other
eountries seem to think. T am quite aware that the opinion expressed by the leader
f the Qppgsition in.the Pritish Parliament does not represent authoritative
‘opin‘on in the United Kingdom: I -pmn well aware of that fact. Bat, now
that the matter, has been officially raised by the leader of the Opposition party.

E )
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I 's‘\‘iggest to the Housg it is necessary that we should begin seriously to ‘con-

sider what steps we should take to meet the situation if it arises. - - ,

The third aspect of our economy which I propose to co_nslder i8 .the eﬁegt, of
devaluation on the investment market. Subject to certain essential qualifica-
tions, devaluation generally helps jnvestment. (7 ac.ts as & measure of protec-
tion for local industries, a protection which is effective 8o long as .the country
is able to keep the costs down. It affords further assmtancfa to' industry be-
cause it encourages exports I think, on the whole, devaluation is of help to
the investment market. The Indian Stock Exchanges have already developed,
in my,opinion rightly, a more hopeful outlook. Secondly, 'the movement? of
capital from India to other countries which had assumed noticeable proportions
wili now diminish. Similarly, investment in India must now be more attrac-
tive for countries, particularly, hard currency countries. Barring untoward
developments, I consider that the position of the investment market hereatter
must show improvement.

The fourth question is the level of priges. I leave out speculative rises.
-But, taking the purely normal economic factors, first of all, the cost of living
index, all the important items which compose our cost of living index are of
indigenous origin, food, clothing, fuel,’ lighting, house rent and so on. They
should show no rise. With regard to food, all the food imports which we
had programmed from the United States of America have already been
received, so that, as far as the current year is concerned, I do not expect any
additional expenditure on that accotnt. But, there is one point to which I
would like to invite the attention of the House: namely the Wheat Agree-
ment to which we are a party. The prices of wheat, in that agreement, are
stated in terms of dollars with reference to whatever ratio is fixed by the
International Monetary Fund. We have got still some outstanding shipments
from Australia. I understand the Australian Government have taken the line
that the price of wheat imported by us from Australia should be settled in terms
of dollars at the ratio accepted by the International Monetary Fund. This
matter is now under consideration by the Wheat Council, set up under this
agreement. There is a proyision in that Agreement that if any importing
country experiences difficulties in regard to balance of payment or monetary
reserves. that country has the right to submit & case to the Wheat Council for
consideration. We have already taken steps in that direction. In anv case, I
have reasons to think that we ought to be able to reach a reasonable settlement
with the Australian (Fovernment on this question.

I{I any case, supposing as the result of higher prices, the cost of wheat goes
up: it would not affect the cost of living index. What it would do would be to
increase the amount of subsidies paid by Government. That would be a
budgetary question with which I will deal later.

* As regards cloth, the cloth worn by the poorer classes of the population is of
medium and coarse counts. The whole of the raw material used for their
manufacture is of indigenous origin. Therefore, I am inclined to think, barr-
Ing speculative increases, there is really no reason why the cost of living should
g0 up on that sccount. St .

With regard to the whole sa'e price index, industria} materials. for
chemlcal§. non-ferrous metals and so on which we import from the 'Ur‘:?teedxgzgjt]ez
of Amenqa apd which we cannot altogether dispense with would be affected
The solution is that we should- divert supplies, a8 far as possible, from soft
currency areas. In case an increase occurs in.the cost of industrial production.
1t is necessary that we should give immediate attention to reducing - the cost
of essential commodities so as to bring down, if we can, the cost of living whi h
would affect the whole basis of industrial costs. . . ' ¢ ¢
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I come to the last aspect of our economy to which I want to refer namely,

the budgetary position. I can only consider the current year 1949-50, because
what is likely to happen next year in the way of imports from hard currency
areas would depend on the import programme that we draw up for 1950-51.

As far as 1949-50 is concerned, taking the revenue and capital together under
food, subsidies, Government *stores, Embassies and other foreign missions and

the interest payable on our loan from the International Monetary Fund, I esti-
mate there would be approximateiy an additional expenditure of somewhere

about six crores, of which revenue would be four and capital would be two.
May I say this also—I expect most of this will be covered by the increase m.
customs revenue due to devsluation, partly through the export duties that we
have imposed and” partly by the higher receipts of ad valorem duties levied on.
higher c.i.f. rupee prices. I must make one point clear to the House: all that
T am trying to suggest to the House at pregent is that if thege is an increased
expenditure due to devaluation, there are also increased receipts due to devalua-

tion. But the general problem of our customs revenues still remains somewhat.

difficult and anxious.

- In view of these reactions which I have indicated of devaluation upon our
eccnomy, Government propose to take immediate steps. some of which have
already been taken in hand, to meet the situation. T will summarise them as
follows : :

(1) The formulation of a future pattern of trade which in the new situa-
: tion with which we are faced will reduce our expenditure of foreign
exchange to & minimum, having regard to the essential require-
ments of the country;

(2) The employment of such bargaining power as we have by reas_on_of
*  our position as large scale purchasers for the purpose of bringing
down to reasonable levels the prices of industrial materials im-
ported from countries whose currencies have appreciated in relation

to Indian currency; ‘ :

_(8) Prevention of speculative price increases by legislative and adminis-

trative measures and by regulationl of credit facilities;

(4) Imposition of customs duties consistently with the principle of non-
discrimination on articles exported to hard currency areas so as to
vensure & maximum amount of foreign exchange for the country
-and at the same time secure that the advantage resulting from
devaluation is distributed among the foreign importer, the Indian
manufacturer and the Indian exchequer; ‘

(5) To further the stimulus to inve$tment which devaluation generally
provides and thereby assist production and promote development
by an intensified savings drive by propaganda, and failing this by
compulsion and by provision of suitable goverrmental assistance
for the extension of Banking facilities in rural areas; - :

- --(6) With the same cbject in yiew, to extend facilities for voluntary settle-
t 2"+ ment of taxes paysble in' respect of war profits to assessees whose
cases have not been referred to the Tax Investigation Commission;

(7) Introduction of eeonomy measures for securing an aggregate reduec-
tion of approximately forty crores in revenue and capital expendi-
ture for the current year and not.less than twice that sum next

. year, as compared with the budget estimates for 1949-50.
Tt is, however, expected that if the schemes that Government have in Ahagd

for stimulating investment make satisfactory progress, further sums will be
made availablp for developmental expenditure next year; o



o2 CONSTITURNT ASSEMBLY OF INDIA (LEGISLATIVE) [5Ts Oor. 1949

. [De. . "Matthai . , o .

; { D'(B)J%l:)nt«ake stegs, in co-operation with Provineial and Btate Govern-
ments, %o bring about an sggregate reduction of tem per cent. in
the retail prices of essential commodities, manufactured goods, as
we I us food grains, by a reduction of exfarm and extackory
prices or by reduction of distribution qosts and incidental ohsrges,
ar by both. ' -

" Sir, that brings 'me to the end of my story. We have a big task in front of us

which has not been rendered easier at least for the time being by devalustion. .

Whether we like it or not, we must look upor devaluation ss a timely sign and
warning that for many years now we have been living beyond our means, bath
internally and externally. I say ‘timely’ because we have yet time to put
things together and to remedy the situation before it becomes too bad to mend.
Now that devaluation has become an accomplished fact, we would do well to
take it and to use it for what it really is, a check on the pace at which wa.hgve
been living and the extent to which we have been over-drawing our existing
vesources. 1f this check is employed aright, with forethought a_mi with ﬁr.m—
ness, | am confideut that once the period of iwmitial adjust-mer{t is over, wh{ch
may be painful, but which will not be long, we shall have achieved 8 healthier
aconamy, & sounder and more enduring framework in which to labour for the
. good of our people. : :

Mr. Speaker: 1 would like to clarify a few points as regards procedure be-
fore we proceed with the further discussion of this motion. I have received
up ta now natice of, in all, eighteen anfendments, sixteen of which have been
¢irculated to honourable Members. Two were received later. T.ooking to the
number of amendments and the desire of & large number of members, naturally,
to speak, it will he necessary to put some time-limit on the speeches. I was
thinking of proposing a time-limit of $wenty minutes, bus in view of the large
number of speakers. I am just considering as to whether it should not be fitteen
minutes instead of twenty minutes. So I was considering the timeg factor. 1
suggest that fifteen minutes will be the ordinary time-for an honourable Member
.but in no case will it exceed twenty minutes.

Secondly, T am not quite sure whether all these amendments need really be
moved. Of course, it is the right of every Member who has tabled a mation
$o accept this or not. But it seems they are more or less arguments or specific
suggestions, and instead of taking up time_ in formally moving these amend-
ments, I may suggest, if acoeptable to honourable Members, that they make
these points in their spBeches. Some of the points made by various amend-
ments seem to be common, except that there are two amendments which may
have to be moved: one is’ that of Prof. K. T. Shah which takes up a definite
attitude about the aetion of Government and the other whieh has been tabled
by Pandit Thakur Das Bhargave. One condemns the sction of Government
and the other approves and then the suggestions follow. So perhaps, these
two amendments will, of necessity, have to be fmoved if the Honse wishes to
vote on the proposal and does not merely wish to discuss the matter.

~ Bo I would earnestly request Members npt to go in their speeches very long
into the preambles and history of the question. We may now start with the
'disquesion of the motion. What is the position then about the amendments?
- ®hri ¥. T. Krishnamachari (Madras: General): The motion has not been
formally put to the House. -~ - . SRR TR A

Mr, Speaker: I am sorry, Motion maved: . \
b. ;3"2:& it:: n:nﬁzx;‘ :.i!::.i!" out (?f the devaluaiion of the rupee in .tgnixns of thf 'd_ollar‘
 Now which of the two smendments?
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Shri M. Ananthasayanam Ayyangar (Madras: General); May ] ﬁuggest that
Pandit Thakur Das Bhargava's motion may be , allowed to be moved first
because it is & positive motion and then the negative motion could be moved.

sart P, T. Krishnamachari: May I suggest that the honoursble Mover may
agree that the wording of his motion be amended so as to say *‘gold’’ instead
of “‘dollar’—'devaluaiion in ferms of gold’ rather than ‘dollars’.

Mr. Speaker: It all depends on the honourable Minister.

Shri T. T, Krishnamachari: J heard him say that he is willing o acceps it.

- Mr. Speaker: What is the position? I am indifferent about it. '

The Honourable Dr. John Matthai: It would be technically more eorrect
to say ‘gold’ rather than ‘dollar’,’ though it means the same thing. '

Mr. Speaker: So I will put it in this modified form. Motion .moved:
intt;‘m::i t’s;.{.t:.et‘tion arising out of the devaluation of the rupee in terms ?f' gold be taken
. Bhri M. Ananthasiyanam Ayyangar: Pandit Thakur Das Bhargava’s motion
is an amendment to the original motion. So Pandit Thakur Das Bhargava
may be altowed to move his first. o ‘ '

) Mr. Speaker: The sequence does not matter much hecause acobrda;ng to the
view that I am taking, it does nci appear to be pure negative of the original
proposition. 8o it does not matter which is moved first, because after all the
House will have an opportunity of voting en both, i.¢., whichevey is carried
first and the other may not then he put to #he wote.

So Pandit Thakur Das Bhargava and Prof. Shah may just move their
amendments and then I will call upon members to speak. :
Pandit Thakur Das Bhargava (East Punjab: General): Sir, T beg to move:’

“Tnat for the original motion, the following be substituted : ‘
‘Having considered the sitnation arising out of the devaluation of the sterling in’
terms’ of gold, this Assembly approves the action taken by the Government in
this behalf, viz., devaluing the rupee in terms of gold’.”

Mr. Speaker: Amendment moved:

“T}‘ut for the original motion, the following be subsbitute; :
Havu:zr r(r:lonslftjereﬁi tﬁ_uﬂmﬁorz ]arising out of the devaluation of the sterling im
s o gold, this Assembly approves the action taken by the i
thig behalf, viz., devaluing the rupee in terms of gold’.” v Government  in

Prof. Shah may now move his amendment.* N

May 1 suggeét to the honourable Member that a certain i o
s part of hiy amend-
ment seems to ‘I‘)e purely argumentative and perhaps not necessary, mamely
from thf words ““...as in the eonsidered opinion’’ up fo “...as well ag distribu-
tion:...”. They do not seem to fit in with the motion and are therefore um-

- becessory under the rules. He can just move his amendment withont these
B L] . .

words. .
Prof. K. T. Shah (Bihar: General): Very well. T move:

“That for the ‘uriginnl motion, the following be substituted :
. »

“This Assembly, having considered the situ;\tion arising out of the devalgati v
rupee in terms or? gold. records its profound rez:gt. and diﬂsatisfaciig:t?z?thd ttll):
sadden, sharp, and wholly unwarrarited devaluation in the exchange valne of
the rapee in terms of gold, and calls upon Government immedistely end
finally te sever any remaining link with the ponni sterling; forthwith to adopt

. all sible measures to maintain the purchasing power and exchange - valne
of the accumulated resources of Indis, known as the Sterling Balances. without

_ snv aepreeiation in terms of gold, on or before 15th day of September 1048; and
nrges wpen (overnment the extreme importance of maintaining stsbility of the
-@enersd prics level without any prejudics to the working class standard of hiving!.”
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“'Mr. Speaker: Amendment moved:

“That for the origiual motion the following be substituted : o L
" ‘This Assembly, having considered the situation avising out of the devaluation of the
: rupee in terms of gold, records its profound regret and dissatisfaction with the
sudden, sharp and wholly unwarranted devaluation in the exchange valve of

the rupee in terms of gold, and calls Government immediately and

finally to sever, any remaining link with the pound sterling; forthwith to adop¥

all possible measures to maintain the purchasing -power and exchange .value

of the accumulated resources of India, known as the Sterling Balances, without

. . 7 any depreciation in terms of gold, on or before 15th dax of .S_eptembeg .19495 and
urges npon Goverrment the extreme importance of maintaining stability of the

general price level without any prejudice to the working claes standard of living’.”

Before we proceed with the discussion, 1 have an announcement to make.
In view of the importance of the subject and ‘» general desire of a largs number
of Members that some more time should be given to the-discussion, Govern-
ment have agteed to allot one rhore day.

What I propose to do is this. We wi'l sit today till 5 p.M. and to-morrow,
as the Constifuent Assembly on the constitution.making side is to meet—and
they will meet on'y to postpone for a day—at 11 o’clock, we shall meet here as
11-30 and then we shall follow the usual time-table and finish the business by

*5 p.M. to-morrow.

Prof. K..T. Shah: Sir, I have lidtened very carefully to the long and
reasoned statement made by the honourable Finance Minister in support of
the action taken by Government making a sudden and sharp devaluation of the
rupee in terms of gold or of the American dollar. But I confess, with every
desire in the world to see eye to eve with him, I am unable to follow him in
every one of the points be has made. But that is not to say that the points
he has made are in themselves either worthless or without any force. I concede

- that in & good deal of things that he has said there is considerable force and
when I come to them, if T have time T shall indicate without hesitation my
endorsement of the argument that he has himself urged. At the same time I
carnot help feeling that the case put forward by him is at the most a very
lame one and he was himself wise enough to say that it is after all a defensive
measure. In measures of defence. which we are forced to take at the point
of the sword, so to say, weg may not always be able to follow logic or our own
conviction. Here 1 think‘} am on very sound ground for the Honourable the
Finance Minister himself in the course of his remarks did admit that had he
time to consider the matter, had he himself tried to follow his conviction or
exsmine logically the situation as it is, m this country he might have perhaps
thought differently pr taken more time. As it is he i8 & vietim and T sincerely
sympathise with him for the step that the British Government have forced upon
bim. 1f I understood him correctly, as late as July, or was it Aungust, this
vear, no inkling was given to: the ministers of the Commonwealth that there
was such a catastrophe impending. Tn the brief that they prepared no mention
even was made. In the conversations that were carried on, apparently no
consultation was held by the British Government or its Ministers with those
who had such tremendous stakes in the maintenance of the exchange value of
the pound and incidentally of the rupee. - Given that situation, and given the
fact that Cripps himself till the lest moment had led the world and Y
think also the Finance Minister of India to believe that the British Government
. were not contemplating any change in the exchange value of the pound, having
regard also to the repeated assurances that the kichest financial authority in
Britain had given in this regard, I think we are justified in saving that we have

- been sadly betraved by those whom we had trusted. Twice in 20 vears has
Britain suddenly without any intimation to those who had trusted her gone
off—then it was called going off gold and now it is going off the dollar—and
entirely to suit her own economv. She had not thought of what would happen
to those who had been led to trust her commercial honesty, who had deposited
large reserves, the fruits of their hard toil, in British banks ‘oy with the Bank of
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Eugiand. Technically the Bank of England may not be insolvent, technically
perhaps the British banks and monetary authorities may not be called bank-
rupte but I venture to say that those who having led people to hplleve that full
vaiue would be returned to them for their deposits or accumulations they have
been induced to keep in another country, suddenly without consultation and
without consideration they %o off . that basis and say henceforth we shall
pay you only half or one-third of what we had promised to pay or what you had
understood would be paid. I think that cannot bé described as anything else
but a breach of faith and an act of bankruptey. That being the case I cannot
svmpathise with the Finance Minister who, contrary perhaps to his cwn judg-
ment, has been betrayed or led into a trar which had been placed by a very
astute politician who to the last® minute went on saying that he had no inten-
tion of doing what precisely he has done and that to an extent that even some
of his own compatriots seem to have been .surprised at. This crime is not
merely a critne without any notice or intimation or preliminary eircumstances:
leading one to apprehend it, but it is a policy of gross betraval of the trust we
had reposed, along with some other unfortunates, in the British honesty and
left our resources accumulated with them .so that todav if we have to make
purchases away from Britain in hard currency areas we are not in a position to
do so without very considerable loss to ourselves. However much the Finance
Minister may gloss over this staring fact of the situation I am afraid it would not

be possible for him sltogether to deny it and I do not think he desires to do
so either. ‘ :

I realise that this is an accomplished” fact, as the Finance Minister called
it. I realise that it is fruitless to indulge in recrimimations-of what bas happen-
ed but I am afraid T cannot quite agree with the Finance Minister Wben he t£>ld
us that there was no alternative in the situation as it was c_ievelopmg. With
every respect to his desire to safeguard the interests of this country, I am

-afraid that in this he has allowed his’ judgment to be overwhelmed by what

is called the logic of events and al'owed himself to be forced into an actiom
which 1 for one consider his‘own government cannot really approve of.. I am
fortified in this opinion by his own very modest and almost apologetic tone
with which he has read out his statement. »

[At this stage Mr. Speaker vacated the Chair which was then occupied by
Mr. Deputy-Speaker (8hri M. Anant)hasayanam Ayyangar). ] :

If one is not to engage in recriminatfons fqr what has happened, and I assure
you, Sir, I have no desire to do so, one has however to eonsider the effects of
this action upon the country’s economy and the future possibilities from the-
events that have occurred. In that regard I feel that the nature of the step-
that has been taken by the Government of India along with the British Govern-
ment is one that cannot but redound injuriously and harmfully to our long-term
as well as immediate economic requirements. The fact must be realised, how--
ever we may try to represent or misrepresent it, for the last two years or more
this country has been a debtor country in the matter of balance of payments,
though a1l along in the past history of this country, in spite of famines or Wars,
we have been on the balance a surplus country. For the last two years we
have the misfortune to find ourselves vear after year tp have to make increasing-
payvments abroad or to raise loans. According to the balance of accounts in

» 1947-48 which was the first of the deficit vears we had on balance to pay some-

thing like 50 crores. In the year just ended last March, t.e., 1948-49 we had
an adverse balance of something like 95 crores. Looking at the fizures of thé
first five months of the year up to May—T1 have the figures only-up to the end

. of May—both imports and exports, it seems to me that in the absence of any
- very strong measures to stop the trend that is developing we shall have a much

larger balance’against us, perhaps to the tune of Rs. 200 or 800 crores. Im
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the five months of the year, reckoning from Januvary to the end of May, the
balance against us is something like Rs. 110 crores. In June and July, from
#such indications as one can gather in the absenee of official statistics, the same
trend was going on. At that rate the year's deficit might be -anywhere near
Rs. 800 crores if not checked by very strong measures to the contrary. With
such a balance against us the resources that we may have are bound te be strained
very serjously and perhaps to the great damage of cur future national economy.
It 18 right for the honourable the Finance Minister to point out some of the
effects of the action now taken in the long run—that is to say, when time has
been allowed for adjustments as between the production and distribution forces,
when time has been allowed for exports to adjust themselves to new conditions,
and also imports, it is possible that the present step may not be in' the future
much more injurious. But I am ‘constrained to say that that would not com-
peénsate for the injury that will occur and is occuring even now. My difference
with the honourable the Finance Minister is mainly on this question that he
seems 40 be under-estimating the injury that has oceurred already and is
occwrring, and he has placed before us a picture with all the lights and shades
that he is a consummate master of giving. He has placed before us u
pictuire which is apt to place us in & contemplation of the future over the
present. ‘I submit to him thst that is not quite fair to this Assembly or to the
-eountry and he might give equal stress to the immediate necessities and likely
‘possibilities of this and, let us say, the next year.

This would compel me to examine a little more fully the composition of our
foreign trade and the nature of the balanzes of payments we have to make.
‘Bir, I am aware of the imposition of a time-limit to which, however incon-
wenient T feel it for me, I shall try to conform. But vou will bear with me.
I hope, that without some reference and some explanation of these hard facts
# is not possible to make one'’s argument as effective as it needs to be in face
“9f the situation with which the country is confronted. '

- As I hawe just been saying, here is a balance against us running into nine
-6r ten flgures.  For that the resources that we have are not such, and are not
-caleulated to be such, as to incpire us inte any very great optimism immediately.
Consider the nature of our imports and of our exports. I realise that steps
‘have been taken and will be taken—and I shall on the proper occasion
congratulate those concerned for those steps if they prove effective  and
‘satisfactory—by which we propose o stop imports from the hard
eurrency areas of oessential requirements either . of foodstuffs or of
-eapital goods. But I do not yet see anything in the statement
that the honourable the Finance Minister has made which would suggest
thet for the time being or for tais year at any rate, or even for next vear,
we shall be really able {0 make both endr meet. We have imported this
¥err, 1 understand, something in the neighbourhood of 40 lakhs of tons of
-grain which is sbout 10 per eent. of our,own - production. In the vear
‘beginning from the 1st of Nowember-~that is, the fasli vesr—we have to im-
port, en good authority, something like 25 lakhs of tons which in terms
-of the price leve' which may then prevail mav quite possib'v make a demand on
ys not muek lower than the 40 lakhs tone of this yeer. I wish I mav nrove a
‘false prophet: But so far as indications go and from anvthing that the Finance

"Minister has said it seems to me that in this matter it would be impossitle for .

him with sl the gogdwill im the world to prevent a drain to » verv larce ex-
feat—running into » hundred crenes or more. - Tl T

- fiAs ‘separds the imports of capital goods, the situation s even more ‘serious
. wo far s ¥ ean envisage. T do not wish to iske the time of the PFouse by
- -ghing inte" ddtalln of the eapitsl geods which ‘are_being imported. But. we have
-alread smade domemitments both on the ~public’ and on ’pri'vstg account A
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wany of these cupital goods which cannoc bs cancelied without very serim{s
loss mot only immediately but in the future to the progress of this country's
éeonemy. 1f you wish to stop imports of capital goods tne consequencves wuoutd
be far more serious than seem®to be appreciated by those in authority. If you
have made up your mind and H jou are detetthined to ~ut shory losses and
say, ‘'We shall have nothing more to do with foreign trdde; we shall try to
live within our means; we shall accept some such sactrifice as ‘Miss a Meal a
Week'—or if it comes to that miss two meals a week—’’ that might justify a
prohibition of imports and cf essential requirements. If you are going to that
extent as to stop all industrial progress which is dependent on the import of
foreign capital goods, one can understand. For that purpose, I would suggest
that if you are really so heroically minded gnd are prepared for such things
vyou should not leave it to private enterprise to follow your controls in the
manner in which they have been doing. They have not proved as successful as
you desire. Black-marketing has flourished along with controls end profiteers
have flourished along with eontrole, If you really wish to maintain your con-
ttol effectively, if you really wish to see that foreign trade under these circum-
stances i8 mot made an opportunity of pyofit for private individuals, then stop.
all foreign trade in private hands and take it as a government monopoly, some-
thing on the lines of the U.K.C.C. (the United Kingdom Commercial Corpora--
tion) in war-time. Make all exports and imports the monopolv of Government
and then you will be able to see that vour import and export take place in that
manner snd from and to that country vou desire. Short of that I do not see.
vour being able to prevent profiteering and black-marketing flourishing at the
expense of the people. I eall once more upon the logic of events, the force
of circumstances to defend yourself. T make a present of this that there is.
& way, for'instance, by which you ecan avoid altogether the risk that you are
now faced with of your measures of control and regutation not proving effec-.
tive, by which you may be abls not only to develop your own inherent strength
in the shape of cottage industry and hand-werk and provide emplovment where.
employment is lacking instead of creating further unemplovment in the shape
of keeping down production costs as they are called by throwing out of employ-
ment of some people. These are consequences you will be faced with if vou
dv not take the only logical step of vour aetion, namely, a complete stoppage
cf all foreign trade in private hands #nd a comblete monopoly of import and
export trade with overseas countries in’the hands of government. Then only.
I repeat, will you be able to control effectivelv. will yousbe able to see that
the gam you are suffering or are likely to suffer from will be, if not avoided

altogether, at least minimised.
E

The Finance Minister, in the course of his speech, was pleased to observe.
with reference to a part of the moticn that 1 have the honour to place before
this House, that there is a misapprehension about the link with sterling. 1t
may be that technically that particular provision of the Reserve Bank of Indin

- Act has been amended and it may be that in that particular shape we have

no link, legal or technical, with sterling. * But it seems to my mind amazin
that having ne link whatsoever, as we are told we have none. we shall still
want to devalue at the same time, in the same manner. up to the same extent.

~ae the British Government does, and that too when the British Government

does not even do us the honour to consult us, does not care to inform us in tme
and takes a step as it were 6n its own aceount. T sav that if there is not a gold
or a silver link or a legal link, there is at least a strong psychologieal link ‘and
that psvehological link T am afraid is affecting the judgment, is affectiny the -
whols tenor of the behaviour of those in authoritv today. There seems to be -
such a weakness,’ such a fascination for things British and actions Britich that T
am afraid whatever is dome by the British is regarded as good as in the davs of .

m§ youth when things made if England used to bé considered as a hallmark ot
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excellence whereas those madé in Germany or Japan were’ considered as the

hallmark of shoddiness. I hope, Sir, that we have gobt over that stage °£1 (f ur
: i iti ling gold—now even sterling gold 1s
psychology when everything British was sterling g the honourable the
18 ci., not 24. But in thig particular case, Sir, let me warn theé taken by the
Finance Minister and his colleagues that this action has been ta ! t%rlino
British, and we have followed in their wake, not so much to assISt Lue SIGLUIE
: ’ . o trv but solely and siraply and
area as 8 whole, not so much to assist this country bud . their industr
exclusively to benefit the British in their standard of living Oli'fm bodv. lives |
It has no concern with us and if anybody lives in the hope, 1 ;‘?y - ;_d“‘;
the belief that we are going to benefit from it, I should regard fum & candidate
for ap asylum and not for an Assembly. . o o
I will explain to you that this is s position in wfhlch escape liNlﬁﬂP(()ﬁ)Sl});'u
Look at the position from a somewhat _detached _pOlIltofOf :\lxiwe;xportsy g cgm-
devalue? You devalue because it is said that prices oL ¥ B e thom 1
petitive world markets are not profitable and therefore if you re uc(e:d ¢ el}ll‘l in
terms of the world market you make it a better market for yogl' 8(1) " ']
is the basis, the genesis, the root of this policy, this fancy of ev.szE uation.
has now become a fad. However, this chance quuld be there I ] you ?111‘.5{
devalue and everybody played the game otherwise. Here, however every
country begins to devalue and every country seeks .t.hrough that course to in-
crease its exports and reduce its imports. If all begin to play the same game,
if sll reduce in the same manner their exchange value, where ;vﬂl be the
chances of your improving the domestic price of a foreign export? - You re-
member that twenty years ago when the pound was devalued all of a sudden
the British authorities thought that they might steal a march upon the rest of
the world. We, of course, in those days were utterly helpless and had teo
follow what our masters ordered us to do. But less than a year and a ha-
later the mighty dollar also had to come down from 100 cents to 60 cents, fro:p
21 dollars to one ounce of fine gold to 31 dollars to one ounce of fine gold. Thix
is nemesis. It is all very weil for the mighty American dollar to s:tand up and
say, ‘‘Everybody shall conform to us or pay the penalty”’. If this game goes
on all round, everybody will cease to have the advantage and it will have to
operate even on those countries which fancy themselves today in a position in
which they can dictate their terms. to the rest of the world. If I did not mis-
hear him of misundecstand him, the honourable the Finance Minister was
pleased to apply that logic to a neighbouring Dominion, that in course of tim«
it will have to reconsider its position. I am inclined to agree with him but
I must also state that if one agrées with him in his logic, that logic also.applies
to those who now stand aside and think they can levy a tribute or a toll upon
the rest of humanity by maintaining their economy in the manner in which
they are doing. The British Government, hewever, has chosen for itself with-
out thought of anybody else, without regard for any other consideration, of h-
to escape from the unfortunate, the very very hard position in which the
British trade and industry finds itself. * You must reslise what is ths actual
economic position of Britain. Britain is a country which for the last hundred
years or more has ceased to be an agricultural country. It eannot feed a popu--
lation of more than 25 per cent. from its own resources. She produces that:
which she eannot consume except to the extent of 25 or 80 per eent., and she
ggg:umﬁs that which she cannot produce except to the extent of 25 or 30 per
. ere is a countrv which must necessarily depend upon trade and depend
upon the empire. While the empire was thers it was able to levy an unseen,

;gvisfb]e tribute from that empire in one way or the other. ~Tts economy used
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Strl H. V. Kamath (C.P. and Berar: General): Sir, may T invite your

attention to the clock before you?
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Mr. Deputy-Speaker: I am aware of the time.” May I ask the honourable
Member if he is likely to conclude within five minutes?
" Prof. K. T. Shah: No, Sir, I cannot unless you ask me to. It is a fact
that I have exceeded the time imit but then I have so far not covered all the
points. I would like to ask for some more time.

Mr. Deputy-Speaker: Then the honourable Memsber may continue after
Lmnch. . .

The Assembly then adjoume;l for Lunch till Half Past Two of the Clock.

The Assembly re-assembled after Lunch at Half Past Two of the Clock,
Mr. Speaker (The Honourable Mr: G. V. Mavalankar) in the Chair.

Mr. Speaker: Does the honourable Member, Prof. Shah, want to continue
his speech? * » »

Prot. K. T. Shah: I have to continue, if you will permit me. :

Mr, Speaker: He has already taken twenty-five minutes exceeding the
time-limit, but he can take two orsthree minutes more and bring his remarks
to a close,

Prof. K. T. Shah: I will try and corfine myself within the time-limit you
have prescribed. .

Mr. Speaker: It is not & question of trial; he should do so.

Prof. K. T. Shah: I was speaking whey I left off about the peculiar nature
of the British economy which compels them to resort to measures of this kind.
I would say in brief that it is an economy mainly organised for exchange.
Their production is for exchange and not so much for use. It is an unfortunate
legacy we have received wherein all trade, commerce or exchange gets a dis-
proportionate weight in organising the country’s economy. Ours on the other
hand ought to be and till recently was a different type of economy altogether,
but being tied to the chariot-wheels of Britain we also are being forced into
making a semblance at least: of our economy being also dependent upon
exchange. I submit that it is because of this that we are obiiged to have
recourse to things like this that in the end reaat very harmfully upon our
entire national economy. The effects of this measure have been alluded to
by the Finance Minister and I shal refer only to two or three of them that
in my judgment need more stressing; than the Honourable Dr. John Matthai
was pleased to do, and that is with relerence to the inevitable reduction in the
value of our sterling resources which-have alreadye been devalued or
depreciated by our consent and agreement to keep them in sterling even at
the time when we made a settlement not even to distinguish the actual gold
that was there in sterling then valued at 64 drores, today probably valued at
250 crores, of which we have got no benefit, and even then we took no steps
last year. . This year, although some of us did1 impress upon the authorities
concerned that at least at this jungture we must convert our balance into some-
thing much more stable, but those in power were not in & mood to listen and
take at least the sterling balances as a security for any loan that we might raise
in dollar or in gold abroad. The result is today we have, so far as the terms
of gold are concerned, to face—whether the Honourable Dr. John Matthai likes
it or not—a factual reduction in the purchasing power bf those ba’ances, unless
he is going to see to it that these balances shall be, not at least, reckoned in
terms of gold and not be subject to the unilateral action of the British Govern-
ment. : ‘

The remedies that I would still suggest to tRe honourable the Finance
Minister and his colleagues in the Cabinet would be, first, the de-centralisation

" and monopoly of the foreign trade of the country in Government with an equal

corresponding elimination of all private enterprise, so that any chance of back-
door influence,® corruption or black-marketing should be avoided and if
necessary a couple of black-marketeers and profiteers might be shot.
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. The second remedy that I would suggest is by multilateral agreement.

by the introduction of the security and guarantee of a third party like the
ﬁynited' States of our steriing balances into goll or its equivalent in dgllar apd
no more contact hereafter at any rate with the British. :

The third remedy that I would suggest is that, if this is not possible, wer
must here and now decide that all the British assets which are avm}able in
this coyntry and are still under our jurisdiction should be taken, as it were,

fo no further, monkeying with our balances will

in pledge for or as a guarantee that ‘ : :
be perr%litted and if resorted to we shall have something with which to safe-

guard ourselves and our intérests. o
Lastly, Sir,'~ you should come back to the desirability of an economy organised’

on the basis of production for use. You must try and eschew the dependence

ia growing on foreign trade. You must see to it that even at the risk
g.i.: degrg::v;f gtarvation %r reduction in food those imports which are weakening
our economy and those adverse factors that have so far in the last few months
been weakening us are brought immediately under control. I am not a believer
in our ability or in anybody's ability of encouraging export‘s. That‘ is & sop
that people with soft brains may swallow, but it is not rgav.:ly a workable pro-
position when all play the same game. If some were wiliing to allow otfers
a chence, it may be possible, but unier the circumstances I am afraid any opIe~
of encoutaging or stimulating our exports is hopeless. With these remarks |
would repest. that the action of the Government being such as it ws—it 18
a fait accompli—there is still a chance that if they would take measures 8s
have been suggested. the further danger and harm to this country’s economy

may be avoided. . _ : o
Pandit Thakur Das Bhargava: Sir, I maintsin that the action teken by the
Government under the circumstances described by' the ?‘mancq Minister was
perfectly right and warranted by the circumstances in which India finds herstef‘l:
placed today. All the arguments that have been placed before us by
honourable the Finance Minister have further counfirmed us in our behfef and I
do not think there are many sceptics in this House who doubt the wisdom of
thie action. But after hearing Prof. Shah, I am further convinced that this
was the onlv right course which was open to the Gov.emment.~ I would like
him to meet the arguments of the honeurable the Finance Minister arlxd to
reply to them. Whether it is due to the logic of events or the.mlnpu}sxon of
events, 1 maintain that this is the only proper course ol action which the.
Governient could have adopted. What would have bappened to us if this
course had not been adopted? What other alternative was open to the Govern-
ment? That is the question which we must address to ourstelves: The
Honourab'e Finance Minister has said that in the economy of Indis, with 75
per cent. of her imports and exports in soft cygrency area, the country couid-nlot
have adopted over-valuation of its rpee, as its basic policy. The result wou d
have been that all the exports would have been practically wiped out. And
so far ag imports are concerned, as imposts are also based on the value of the
exports, after some time, we must have found that the Sterling Balances were
exhavsted and we would have been at our wits enc.L Therefore, this part of
the argument remains unanswered. and it is really this argument which enforces
us $0 the conclusion that as s matter of fact, the course adopted by the Goverp

ment was the right one. S :

Sit. the connection of centuries cannot be washed away by logic. We must
remember that we sre part of the Commonweslth. 1t is not mere!y our qhozce
that we have become part of the Commonwealth, but the compulsion of events
was there, and 1 do not wee how as long as we belong to the Stethng. area, we
oan 'get away from the realities relevent to this situation. We inust stick to the.
obligations belonging to the Sterling area. Whether good or ‘bad, as long a8 w?
are members of that area, as long ag we -are enloying the rights or benefits o
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that, we must also discharge our responsibilities. When we look at our imports

and exports, we are driven to the conclusion that, England is our best customer.

So far as figures go—I take them from The Fortnightly Review—in the nine

months ending December 1948. The imports with Great Britain were some-

thing of the tune of 102.15 and the exports about 70.44. Now this figure of
* import is almost a third of the total of our imports. -

Now, much has been suid about the Sterling Balances, aud when [ examine
the argument of the learned professor, I come to the conclusion that he is at
one, with the honourable the #'inance Minister in thinking that we nust nob
waste our Sterling Balances, and that we must see that their value is not
decreased.  Suppose India over-valued her currency, what would have
happened® The difficulty is we are so very much tled to the Sterling.
We must recognise the fact that for some time to come, we will be tied to the
apron strings of Great Britain. It may be good, or it may bg bad. Dut the
fact remains that we cannot get away from that position. Therefore, wmy
submission is that the Government has done the right thing, and the only
thing that it could. While I say this, I cannot congratulate our government
or any government on devaluationi. After all, what is devaluation? 1t is a
bad thing for the public economy of any State. ' It means that we have to part
with more money for less goods, or you,get less goods for more money. There-
fore, devaluation means only a confession of the failure of the economic system
or the ewrrency of the particular country.

Now, complaints have been made against Great Britain, and I join in the

complaint about the manner in which Sir Stafford Cripps dealt with this eounfry.
The manner in which he dealt with this country is simply disgusting, to say the
least. 1 cannot understand why a country like Great Britain, with Sir Stafford
Cripps as the Chancel'or of the Exchequer should have behaved in this manner
with any wsister country and with all the other countries of the Sterling area.
If it is a partnership, it is a Commonwealth, then the interests of the other
countries should have been equally dear to those who were put in charge of it.
But, without consulting India, and without consulting the other countries,
@Great Britain has devalued its Steriing. Tt so happens that we are not the
only country im the Sterling area. About 21 countries also have devalued
in the rame manner. If any justificgtion were tequired for our country, this
-is enough justification, that all the countries, except Pakistan, have devalued
their currency, ani they have all begen dealt with in the same way, so far as
.appearapces go. I do not know if the Finance Minister of any.other country
.was consu'ted by Sir Stafford Cripps befcre he agreed to the devaluation of
_the Sterling. Now, I regard this not only a breach offaith, but 1 regard it
’as someth'pg worse, that our Finance Minister was led to preparing a brief for
. the. Chancelior of the Exchequer, and on itg basis all the negotiations were
gone into at Washington, and ultimately without calling him, without informing
him of the other re’evant matters, all of . sudden, the currency is devalued:
- 8o far as this aspect of the matter is concerned, there is enough reason for not
devalu'ng the currency as a resalt of devaluation of Sterling. But we have
done so, not to imitate or placate Great Britain but we have, as a sovereign
boilv done a snvereign act. Our Government, in. self-interest alone agreed to
this course.- There was no other course open to Government, and T want that
this Assembly should approve of this action of the (Fovernment.

I know that this devaluation of the currency must mean very great hardship

" to us. and to coomtries which are not industrialised. For countries which are
fully industrialised. deva'uation though a bad thing. vet it can result in certain
situations in benefits. 8- far as Englant is congerned. T understand she will

.~ be benefited hv the deva'uetion. But what abhont hensfte to the other conntries

of the Sterl'no area? Ind’a as the result of devaluation also will have to
go to Erdland for can’tal goods, and the same is tha ence ~f other unindustrialised
eountries which depend upon agriculture. 8o far as Eng'and is concerned, her

'
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main problem is unemployment or increase in her production. England will make
up her economy. The economy of England will certainly improve. But so
far as India is concerned, wc have not fuily industrialised. We are an agri-
cultural country. We cannot speed up our exports in the same manner as
England. So far as we are concarned, I would bave been very happy if what
the Honourable Prime Miniricr sxd comes true, and if the internal prices in
India are not affected by tho deviiuation.* But my own reading is that the
middle classes and the terscos of fixed incomes and the labourers would be hard
bit to a certain extous, and perhaps to a large extent, if we do not adopt measures
which we ought to adoni. I do not ¢ Low Uiz devaluation will give a stimulus
to our exports, or Yow the greed of our indusgrialists wold lessen or how the
g<-cslow pelivy of labour would improve. As a matter of fact, if my humble
upinion eanil:s any weight, I would simply say that the remedy for +his malady
does not lie in‘avicmvting to do the impossible. An unindustrialised country
waien van.s capital good: will get them at greater cost. Our raw mateiials
will g to the otncr countries for less cost. We will be the losers all alone tie
line.  All we can do tc meet the situawon is to obey tLe commands of those
who have real insight in our circumstances and who are really the bene-
factors of our race. The genius of India is simple living and high thinking.
If we do not leave away luxury goods! if we still need luxury goods, I do not
see any hope for my country. If we ban future imports of food grains, if we
are self-sufficient in cloth, if we again begin to use coarse cloth, there is hope
left for us. But if we want to live in luxurious fashion, and if we want fine
cloth, I do not think we can be saved from ecalamity. 1 understand that this
year twelve crores worth of fine foreign cloth was imported into this country.
I beg to ask who is responsible for this. For about fifty years we have been
hearing of swadeshi and the cult of baving our own cloth. The tyranny of
Manchester and Liverpool bave not been forgotten by us and yet,, last year,
“twelve crores worth of foreign cloth was imported to this country. If this is

the manner in which our economy is to be managed, I am afraid no amount

of effort on our part will avail us. If we ask who is responsible for allowing
this much of imports, the reply is that less sterling were released because
we did not spend more and thus there was occasion to see that the O, G. L. waa
made still more open that the Sterling released by the United Kingdom

were utilised by us.  Therefore we just allowed this import. I cannot under-.
stand this plea. If this is fo be our policy, I am sure we will not be safe. ..

Bir, in order to live in corafort we went two things, food snd cloth. - India

grows sufficient cotten for coarse cloth. As regards food also, this country
even now produces enough food for its people. It is wrong fo say that there is
shortage of food in this country. I maintain this not on the basis of the figures
supplied by official agencies. ¥ know that there is not a single village in the
whole of India which does not produce enough for its, consumption.  Unless
and unti]l the ban on imports of food-stuffs is impoged our economy canmot be

restored. If we import food grains from America, we will have o pay good

price and therefore the cost of living will be greater. Supposing we want $o
import cotton from Pakistan and that cotton is used for manufacturing fine
cloth, then the result will be that cloth, will become dearer and, so far as the.
poor man is concerned, the cost of living will rise higher. We can only be
safe if we adopt the maxim: ‘Simple living and high thinking". We should
decentralise our industries and stimulate cottage industries on the lines adopted
by Japan. Then alone we can be safe. 1If, instead, we go on imitating the
western countries in our desire to raise the standard of living, we will be taking
the wrong road. I do not uinderstand the meaning of the standard of living.
For Indians good milk, cloth and food are the only things required to lead decent
lives. If people want to live like Londoners, ail these efforts of ours_ will be
of no avail.  Our salvation lies in being self-sufficient in cloth and in food.
If we are self-sufficient in these two items, our economy can pe restored and

3
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we can rise to our full height. On the other hand if we go on imitating the

western countries we shall assuredly come to grief.

Sir, on the question of devaluation my suggestion is tha'o' we should say
good-bye to our old policy and, gs suggested by Professor K. T. Shah he was
so indignant @t the adoption of this policy that he lost all sense of proportion,—
adopt the four proposals he has made. +Our legal linking with sterling is already
broken. After seeing this behaviour of the British Chancellor of the E).ichequer,
I am of opinion—and there are mdny others in this House who agree with me—
that we should see that our economy is not tied down to that of England. I
know I am speaking of a remote possibility. Today it cannot be done. We
cannot break off our old associations in a minute. All the same we
ghouid lay the foundations of our economy which should not be tied
down to the economy of anv other country. As the Professor has ‘urg_ed' in the
last portion of his motion all possible steps should be taken for alleviating the

- gituation. We are all agreed with regard to this. As regards how this could

be done I suggest the formation of a committee of experts who have knowledge
of the business to advise the Ministry.

Sir, 1 happen to be a member of the Finance Committee. Many schemes
costing crores of rupees come before the Committee for sanction and we do
sanction them. I always wonder where the money would come from. No
proposal of spending on foreign cloth comes before us as the Finance Com-
mittee has nothing to do with it. I have felt t‘hab there should be an organisation
consisting of the Ministers of Industry, Commeérce, Food and Finance to consider
all the schemes at once in one whole and overall picture. That organisation
should have economic experts. They must consider the proposals together and
lay down & policy for the whole country for regulating imports and exports. I
also agree with the suggestion made by Professor Shah that.there should be
@ corporation which should be solely responsible for exports and imports.
Private exports and imports should not be allowed. In the face of the present |
soute situation we should take drastic steps to meet the drastic situation. Un-
Jess we.adopt any of these suggestions we will not be safe.

. Mr, Naziruddin Ahmad (West Bengal: Mus!im): Sir, I do not think we have
done the best for India in devaluing the rupee. But I must admit that the
sircumstances detailed by the Finance Minister compelled us to adopt the
sourse we have adopted. How this action will benefit India will depend upon
the manner in which we meet: the situasion. -

8o far as the United Kingdom and the United States ar® concerned, they
have entered intc an agreement for their mutual benefit. The United States
will get raw material from England at 80 per cent less, and the United Kingdom
will sell some goods to the United States 30 per cent cheaper. In that way
they have helped each other and their eontract is absolutely m’gelhg_"b‘e from
the standpoint of their self-interest. But the question whether it wil benefit
India depends upon the internal situation here. We must of course ,take in*o
secount world forces, and in doing so, we should keep in view India’s benefit
sa the deciding factor. . 3

8ir, as a layman I find that we have got-to pay _for American gonds 44 per
eent more than we would have paid before .devaluation and we coul h.ave. got
English goods at 80 per cent less. Then there are the Pakistan eomnlicat’ons.
There are the questions of East and West Bengal. I find that thosa are en
inextricably mixed together culturally and economically that anv hasty sten
faken will lead to serious complications. I will not go into the merits nf‘ “h~
Pakistan decision, because that is based on intricate considerations with ‘v:-‘x')h
Y am not familiar. Bu#, T should sav that steps should bfa.takew‘ ty 1v'tirate
the ill-efferte which would certainly follow the present pojlc,v._ Some of ‘he
difficulties which will follow this devaluation in India are rise in nrices. This
consequance bas slready become a reshised fact. There are the Ameriean
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Mr. Naziruddin Ahmad] -
medicines. A doctor who cannot cure, ‘will at least inevitably prescribe an
injection which is American. Tha has already left the market;
the market is entirely empty. You can get them in the black marke.
1f you do not pay 44 per cent more; you do not get the thing at all.
You have to pay several hundred per cent mofe. Many important fore.gn medi-

3P M.

cincs have gone into the black market. In fact, these black marketors have

taken time by the forelock and they have gone with a much greater speed
than the Honourable Dr. Matthai can go. This sugar business is an eye-opener.
One should have thought that on account of excessive production, the black
market was a thing of the past, or it was a dying quantiby. As soon as they
got tle opportunity, the blazk marketers sre again raising their heads.

The question is what are we going to do to check these black markets, to
check these thigh prices, not the normal rises, but the speculative rises. The
only thing that the Government and this House is capabie of is to pass a pious
resolution, pious declaration that high prices must go and black-marketting must
stop. The question is, would any black marketer listen to it? Would things
. be cheaper? These are some of the questions and the answer will depend on

how the Government can meet these difficulties.

Then, there is the expectation.' The honourable the Minister for Finance
said that we should export more and import less. This argument, I believe,
would defeat itself. I believe $hat every country in the Sterling area would
try to export. Everybody would try to export things to England whiie Fingland
is trying to export its own goods'  As Professor Shah has indicated, i every-
body wauld tey to export, who would be there to buy? In fact, therg is an
attractive fallacy in this suppogition that we could suve ourselves by expors.
The principal exports from India are tea and jute. With regard to tea, the
situstion is very easy. With regard fo jute, there are comp’ications. Of
course, I ghare the public feeling that East Bengal is taking advantage of the
situation. There are 70 per cent. producers and they are in s position  to
dictate terms.  They are imposing dictatorial. terms taking advantage of their
superior position and specia} alvantage of the devaluation. I think s ‘timeé
will come when they will have to devalue to the extent we have dupe. . There
must be give and take. Jute will have to be sald to anybody, at least to ue
and therein I find there will be somg so'ution. - But, what about the immediate
present? Car we export jute goods? Have weo got sufficient raw matermls2 Tt
is, not enough to say that we shall cyltivate jute.. That would clash with oug
food programme. In fact, the mormal trade channels between Bast and West
Bengals, so far as®jute is concerned, would be the normal remedy. T hope both.
India and Pakistan will realise that it is to their best interests to come to terms,

Apart from these generaleaspects, I have nothing mare to suggest.  Tt: iy
sn expert matter and experts wou'd deal with it -The only poiat which Jp
should emphasise is the attempt on the part of the Government to ‘mijbigaten
the difficulties. One passags from the s;Peech .of Mr. Churchili has attracted.
some amount of not'ce by the honourab® the Minister for Finanee. In fact,
he took Mr. Churchill very seriously when he demanded some share of the.
war expenses from Ind’a. = He chould not have taken him very seriously. . He
was speaking just before an election and he was addressing more his electorate

- than the world at large. In fact, India owes nothing to Englanl. But, that®
is not the woint. In the c'revmetences in which: we finl the conservative
people in England to-dav no seriane notiee should be taken. T should only.
ask the honournble the Finance Minister as to what practical steps shou'd be
taken to save our people  to enve anr industries and how we can maintain onr
exports without havine a develoned ndustry’ in the eountrv, and how we oan.
induce the other eonmtries #n phgerh our exports when thev are anxious to,
gell their gonds to other conntring, These are some of the shert noints which

I woull submit for the eonsideration of the - House. The most important

. i 4 i

* question would be how to meet the situation.

- Beas centres.
- percentage, 17 per cent more than the/ price prevailing for the local markets.
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. The difticulties are present there
end they are pressing hard. 1he quesuion is how to meet them. These are
some of the comments which I wished to submit to the House,

8hri R. K. Sidhva (C.P. and Berar: General): 8ir, the honourable the
Finance Minister’s statement wad indecd very frauk. As far as 1 understand,

"he has put the case before this Houge pot oniy very frank'y, but also correctly

and therefore, therq is not much for the opposition to attack the Government
or oppose the Government unjess, somebody wants to oppose or attack for the
sake of attacking or opposing the Government. I wiil only deal with some of
the important points which relate to this devaluation. '

My honourablé friend, the Honotirable Minister has auticipated me by quot-
ing from The Economist, a journal of 103 years standing from London which
arrived here by the last air-mail, dated 24th September, regardingsPakistan. I
would only like to quote one more paragraph from that. While we are eon-
sidering devaluation, we must now see how we could bring our economy to &
proper and better level. The Economist 8ays:

“If, after this devaluation, sterling

sags“again,’ if after six months it is discovered that
rising costs and unchanged productivity

L have once again undermined the rea) purchasing
power of sterling, then. the non-doliay world willybe back in precisely the same uncompeti-

tive posture it was in before devaluation, While the fight acainst inflation is the first duty
of each Furopean government, the British effort will he decisive.” ’
This would apply to our country also.

I therefore state that steps should be
taken to meet the situation, :

The honourable the Finance Minister stated that we should step up our
production and increase exports. He mentioned only two iterns, jute and
tea; he forgot to mention, probably through inadvertance, textile goods, which
is the third largest item oug of the eleven items which we are exporting from
this country. I would deal with cotton text les. The texti'e goods have got

, to be looked after properly for the purpose of exports. I can assure you that.

the quantity could be increased.within g very short period and to a very great
extent, if not more than double, at least double. I will give you my reasons.
The African and Overseas Export Chamber in Bqmbay which has been in
‘existence for over two decades, are exporting textiles to Africa ani other over-

The Government have given to the indusirialists a certain

That is to say, 17 per cent extra rates have been fixed for those who want to
~export. Qut of this 17 per cent, 8 per cent goes to the textle industrialist, 7
per cent goes to the importers and 3 per cent to the middfemen.  The 8 per

_cent that is given by the Commerce Ministry to the textie industrialist is for

the purpose of inducing them to prepare a betfer quality and better packing.

- But the question is whether it is reaily done so. They hardiy improve the
_quality or the packing for which they are paid this udvance money with the

result that the overseas importers always howl that the things which come
from India are not supplied in the Yuality that they have promised.

The Commerce Ministry sent an official to make an enquiry into this matter.
He came back and made a statement ¢hat the Indian exporters are dishonest
and that they-are not complying with the agreement that was made for the
export of goods. But, Sir, the Commerce Ministry failtd to rea'ise as to who
was really responsible.. It is not the exporters, but the industrialists who
are responsible for this practice, because under the Customs Ruies no package
can be allowed to be tampered with. It should be properly sealed and duly
marked.  Unless those formalities are proper’y observed no bale of cotton
goods can be exported from India. There is no intermediate stage at which
these packages can be tampered with; it is the industrialists who have been
Playing these tricks. Therefore, Sir, these Chamnbers stated that the 17 per
cent is too high raid should be brought down by a considerable percentage.
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Last July this matter was discussed and they brourht it down from 17
per cent to 15 per cent by reducicg the share of the middlcman’s profits. Now

the middleman is the backbone of the whole machinery and the high cost of

living has already hit him hard but 1 shall not touch that p~int to-day. The
15 per cent is shared between the industfialists and the exporters; the
industrialists get. 8 per cent and the exporters 7 per cent. At tis Conference
the exporters suggested that it might be brought down to even 8 Der cent, 5
per cent going to the exporters and 3 per eent to the industrialis's. The
exporters urged that the industrialists do not spend 8 per cent for the nurpose
of preparing special quality goods; nor are they using special packing. They
merely. pocket the extra profit.  Sir, at the Conference convened by the
Textile Commissioner the industrialists threatened that if they were not gol'g
to be allowed 8 per cent, they would stop export of goods.

Shri B. Das (Orissa: General): How are all these relevant to the discussion?

Mr. Speaker: I was just trying to follow the honourable Member. The
matter is certainly relevant, but he is going into unnecessary details. His
point seems to be how best to stimulate export and the difficulties in the way

‘of stimulating such exports. But if he goes into such details of that point, -

it wiil be difficult for him to touch other points within the short time available
to him. .

Shri R. K. Sidhva: What I was saying was that unless they bring down
this 8 per cent further, export of textiles will not be stimulated. Moreover, I
understand that at present there is' conflict between exporters and purchasers
over the Income-tax leviable on goods exported as principals to principals tax.
I am the last person to support anybody who evades taxation. I would there-
fore suggest that provisions of sections 24 and 25 of the Indian Income-tax
Act should be examined. The industrialist’s share of the profitse should be
reduced to 8 per cent from 8 per cent, and more facilities should be given ta
the exporters. They are content with even three per cent.

Now, 8ir, 1 come to the very important matter in which T am very much
interested and the country is very much interested and that is the supply of
foodstuffs. In the year 19¢7-48 we imported 2'8 million tons of foodstuffs
ab a cost of Rs. 130 crores, resulting in a loss of about 30 crores of rupees to
the exchequer. In 1948-49 Government have decided to import four million
tons ; nearly double the quantity of the previous year. I do not wish to go into
statistics relating to the area under rthe different crops, their yield, the
population in the copntry, ete. I'wish only to stress that the problem of food
plays an important part in our national economy and if only we had kept a
proper check on this vital matter, I can make bold to say that our economic
position would not have been in the doldrums as it is to-day. Fearing that
there will be a shortage or deficit we went on importing foodstuffs.

I have proved it by figures published in the press (a copy of which I have
also supplied to the Food Minister and also,to the Prime Minister) that, even
according to Government’s own figures, there is no food deficit in this country.
They are not my figures. They were collected and culled out from data
published by the Statistical Division of the Agricultural Ministry. Nobody,
not even Government, have triel to challenge the correctness of those figures
that T have presented t6 them. I therefore contend that to-day as far as the
food situation is concerned we are self-sufficient and any further imports into
India choula be stopped immediately. I understood from the Prime Minister’s
statement on devaluation that .he has issued orders for stopping rice imports
altogether.  If that statement is correct, I am very glad. But at the same
time, I wish to state that import of other food-grains should be stopped forth-
with. There is no danger involved in that move. I shall cite only one
fllustration. In 1947-48 the Indian States wanted 4 million tons; but they
were supplied only two million tons. They were quite cohtent with it and

]
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there was no starvation; nor were there any cémplﬂints. From 1:,his you W1}l
see that if you go on importing food-stuffs and so long as food-grains are uvail-
able in the country, people will demand more and more and your aim of self-
sufficiency will never be achieved.

Now, Sir, as far as the population is concerned, according to the Census
Commissioner who has been specially appointed for this purpose, he declared
the population for the year »1948 as 3887 million whereas accoydmg to the
Ministry of Agriculture (Reference Agenda items 8, 9, 10 third session Economic
Commission for Asia and the Far Fast: Brief prepared by the Ministry of
Agriculture: page 14) it is 347° millions. The Census Commis,'qloner"s f?gures
are more reliable as he is mainly responsible for the preparation of Uensus
figures. The Ministry of Agriculture instead of utilising the Census Com-
missioner’s figures over-estimated the population by one crore. From this you
will see in what state of affairs our statistics ave.

Coming to the average adult equivalent of 100, various statisticlans have
put it down as between 75 and 80. -Adult equivalent means from a child of
one year upto an age of an adult out of 1) persons, 75 to 80 per cent form an
average equivalent. The memorandume of the development of Agriculture and
Animal Husbandry, popularly known as Kharegat Report, takes 75 per cent
as the average adult equivalent; the Food Statistics uf India published by the
Government of India on page 111 mentions 80 per cent. On the 20th
November 1947 the honourable Dr. Rajendra Prasad, the then Food Minister
in the Indian Parliament stated that 54 million population fully rationed. were
supplied 94,000 tons weekly which works out to 75 per cent; Dr. Rajendra
Prasad in his book “India Divided’’ has worked out 75 per 100.  Against
all these expert findings the Food Minister in reply to my question in the
Parliament on the 8th March 1949 stated that the ‘Adult equivalent is taken
at 86 per cent’. How he has calculated, against admitted figures of experts
of a maximum of-80, is not known. If vou caleulate vour statistics by

" raising to 86 per cenbt. without assigning reasons vou will raise again to-

morrow by 90 per cent; in this way your economy will collapse. I therefore

- gtate that this kind of calculation is not going tJ help the Ministry of Finance

or is it going to improve our economy, if our statistics are so bad. I can cite
another instance in which I had an occasion to go into the figures of the
acreage of tobacco and I wrote to tHe Agricultural Ministry as to what was the
acreage of tobacco for the purpose of "excise, duty. which was not being Rmperly
levied. I wanted to draw the attention of the Finance® Ministry to this faet.
He gave me a figue of 6 lakhs. When T referred to the Board of Revenue
I was told that the figure supplied to me by the Agricultural Ministry was
incorrect. They said it was 5 lakhs. I havé this official statement with me.
'As a matter of fact, I have the letter of the Food Minister and the Chalrmsm' of
the Board of Revenue. The honourable !Minister has written to me suying
that he is reconsidering the statistical position and taking steps to bring it into
proper perspective.  After all, your statistics is the fundamental thing and
if that differs from department to department and from one place to another,
I do not know how he is going to iraprove his economy. I would like to tell
the Finance- Minister that unless he is going to take this seriously, he iz not
going to make any headway. My friend, Prof. Shah. having opposed the

. Government action, did not place anv condition or alternative proposal bevond

ebusing the British Government. They are the people who originally brought
our economy to this disastrous condition. I appreciate his other arguments.
I repeat that unless the Finance Minister is certain that his s@atistxcaliﬁgures
are correct, not only will thev not be good to him for purposes of devaluation. he
will also never be able to balance his budget. ‘

Sir, the Finapce Minister did not say anything about alround retrenchiment
in establishment. Sir Stafford Cripps announced a 5 per cent. cut to bring his
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economy to a proper level, but the honourgble Minister did not even mention

anything about the 10 per cent retrenchment in administration that he has

recommended. 1 know his is a thankless job bu&L he must take courage if he

wants to improve the economy of this country. Unless drastic cut is imposed

on the administration side it would be difficult to improve the economy of our
country. t :

‘ Prof: N. @. Ranga (Madras: General): 1 find it rather hard to t v to deal
Wxtl} this Government on this oceasion and on this subject. 1 am not inclined
to find fyult with them for having taken this ecision to devalue our currency.
At the same time I am at loggerheads with more than one Ministry for the way
in which they have been mismanaging the affairs of the State in this country
for more than dne year—at least from the date on which we are supposed to
have become free.

) My houourable friend, Dr, Mutthai, had told us in « glib fashion that thera
I8 no such league at all between the rupee angd the pound, but in what different

manner have we behaved this time thian ‘the manner in which the old dependent

Goyernment used to do whenever the British Government had taken similar
action? Wus it not a fact that in 1930-31, when Great Britain had gone off
go!d the Indian Government also followed suit ? Have we not done the same
thing now? What is the difference? Then they had no other choice because
theirs was a subordinate government. Now, too, we hive no other choice al-
though we are supposed to be a soVereign government, T need nob labour
that point.  But let e tell my friend that there used to be whut was known
as the Ewpire Dollur Puol.  In what way is that different from the Sterling
Area Pool, except this that in addition to some of the Empire countries, there
are some non-Fmpire countries?. And some non-Commonwealths countries
also!  One difference he makes out and that is that while in the past we used
to be a contributory country, now we ave a beteticiary conntry. It may be so

but who is responsible? May be not this Government' Is it ot true that this’
Government has not done enough in order not to allow our deficit balances to
go on growing? As T wus saying in another place. it is o fact that this Govern-
ment dil not take sufficient steps not to prevent more and more imports into
this country. with the result that our adverse balanee of trade has gone on
increasing. :

This worming, Prof. Shali was estimuging that our adversq balance of tra
is likely to be Rs. 80Q crores this year. Sometime ago the }gastern Economg:
estimated that it would be Rx. 2350 croves. Whether it is Rs. 2350 or Bs. 300 crores
i$ is » substantial and staggering sum, and how have we come to this pliuht’?
Why is it that our Commerce Mimistry did not take sufficient care early engugh
to implement the recommendations made by a Commmittee known as the 23.
Manpower Committee. It recommended that this Government should contro}
both exports and imports through State-trading. Nothing has been done. We
were told that the Commerce Ministry was o study the possibility for it and
appointed a committee. T suppose it had appointed a committee but thé com-
mittee never met and we were told that this Committee was t0 meet sometime
hence, that is, six months after it was appointed. Now all these six months
the Commerce Ministry seemed to have goue to sleep. Then we were told
every step was being taken by the Industrial Ministry to produce more and
more even on the cottage industrial front so that it would be possible to export
. thege things to America and other countries. Two years ago '8 decision was
taken by the Industries Conference that there should be a Cottage Industry
Board. A year ago this Board was brought into existence and since it has been
broughi.s into existence, what has been done? Except for the opening of the
Emporium here in New Dethi nothing has been done. Of course a few sub-
Committees and other committees have been sppointed but these Committees
by themselves cannot deliver the goods. It is a fact, and every one admits #

-
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that our cottage needs have a good demand in America and other dollar countries,
and yet we are unable to do anything. In fact what is happening is—with
our Government especially—that we make many pious resolutions but there
is no sufficient resolve, no sufficient energy and dynamism to give effect to
these resolutions. *

Take any one of these Departments—you find “the same story. Take the
Food and Agriculturg Departments. There was some machine devised some
time ago for an agricultural $cientist to test the manurial capacity of cow-
dung while making use of its combustible qualities for fuel purposes. 1 have
drawn the attention of the Food Minister to this particular device. It is nearly
two years and nothing has beenl done in that direction. There are thirteen
machines in this country which were imported here at a cost of 4/5 lakhs per
machine and they were supposed to be good for drilling in order to sink your
tube-wells.  Most of them are unemployed. Several people have made
suggestions as to lLiow they can be better emploved and wvet nothing is being
done by the Food Department.

Coming again to the Commerce Ministry, sometime ago the Eastern
Economist drew their attention to the fact that our adverse balance of trade
was growing and something should be dbne. Thev suggested that our imports
ghould be cut down, that luxury imports should be stopped, etc. But the
Commerce Minister was not inclined to-take as scrious a view as the Hastern
Economist would like. The Eastern Economist, 1 can say it on very good
suthority, is just as good for our own parposes and economies as for English
purposes.

Then theve is the Finance Minister. He himself has told us......

Shri B, Das: A capitalist paper!

Prof. N. ¢. Ranga: It does not mdtter whether it is a ‘capitalist paper or
not. But it.talks and says quite a lot of sense! ] '

Now the Finance Minister.to'd us that two months before this decision was
taken by Great Britain to devalue the pound sterling, he hal an inkling that
this was likely o happen. During these two years all that he was doing was
to ask his various experts to go on studying the possible repercussions and advise
bim as to what to do......... |

The Honourable Dr. John Matthai: Two months.

Prof. N. @. Ranga: If T said two Years I, meant two months!

The Honourable Shri N. V. Gadgil (Minister of Work®, Mines and Power):
Devalue it!

Prof N. G. Ranga: During these two mynths what the Government. of
India tried to do I would like to know. Did they try to step up onr exports
and bring down our imports? Did they try to step up our own internal pro-
duction? What steps has the Finance Minister taken to see that Ministries
acted up to our expectations in order to bring down government expenses. In
the Standing Finance Committee he said that he was thinking of the various
possibilities by which the salaries and, allowances could be brought down. He
goes on thinking and every one of these  ministries goes on thinking and there
i no end to their thinking.® They never come down to brass tacks with the
result that Mr. Sidhva had to tell the Food Minister that his statistics are
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"entirely wrong......

The Honourable Shri Jairamdas Doulatram (Minister of Food and Agri-
culture): I will be able to explain tomorrow thas he has misread them.

Shri R. K. 8Sidhva: I accept the challenge. ’
Prof. N. G. Ranga: So far as the statistics are concerned I can say this

much, that thg Commerce Ministry was not able to forewarn the country that
we were going to be faced with such a serious adverse balance of trade that our

A *
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It does make one feel that there must be some sort of objective towards which
this Food Ministry experts and officers and the whole brood of them must be
proceeding and that is sornehow or other. .....

Maulana Hasrat Mohani (U.P.: Muslim): They are a white elephant.

. Prof. N| G. Ranga: to stick to those figures which would help them to make
out a case for more and more imports, more prolonged controls over food crops,
t_ilstr:butlo_n,_ storage and the rest of it with all the evils therefrom. If that
i& not so it is .for my friend not only here but also outside to make out a proper
case, if he wishes to, to prove that all the food imports made are absolutely
essential and there is no mistake being made in this matter at all.  He cannot
¢laim that his statistics arg foolproof. I would like him to read the Bowle:
Robgr!;son report who have stated that our statistics are In a very primitive
condltlon._ Can the Honourable Minister say that sufficient steps have been
taken to improve our own statistics o the agricultural front, on the food front,
not to speak of the other fronts relating to different ministries. That is why
I cannot for a moment think that this Government is really meaning business.
{An H.onourable_ Member: ‘“What next?”’) Next is that we have not been told by
the Finance Mmlstfer to what extent we are likely to suffer by this devaluation
go far as our sterling balances in London are concerned. Tt is quite possible
that because we have also devalued to the same extent as they have done we
may not suffer' very much in our trade relations with England. But what
»aboui; the possibility of converting the sterling balance into dollar exchange.
Thgre was a time when the previous Finance Minister used -to please us by
saying that he was going to fry to get as much of the sterling balance as possible
eonverted into dollz_xrs and make them available to us, 50 that we would be
ablg to Import capital goods from America. What is it that our friend has
achieved in this direction during the last conference which he attended? He
has not told us that. To what extent will we suffer as a result of the devaluation
be has not told us tMat. T am afraid we are going to suffer,

Prof. Shah was right when he said that after all it is mere jugglery on the
part of the devaluing countries. *They imagine that they would be able to gain
a lot at the'a expense of the Amerieans by exporting more and more of our goods.
But America cannot be very much relied upon. I agree with him that the
Amenpans also are keen on their own industrial development. There was
gometime ago quite a lot of talk about what s known as economic recession in
America. Thas has now been given the quietus. Nevertheless have We con-
§1dered as to how they would react to onr action? Are they going to continue
in the same way we expect them to do, that. they would react in such a
manner that it wouldsbe beneficial to us? Let us take that also into
-consideration.

_ Lastly the Finance Minister sajd that it is going to give somg so
gtlfnulation to investment of American capital. If bAmgrican ggnital co?ness ritnt;(:)f
this country for every dollar they would be able to get Rs. 4/4 instead of
Rs. 8/6. They would get more and more rupees for their dollars and with
tha_t money they would be able to develop this or that. But what about the
incld_ental inflationary spiral that woull be created in this country? Has he
considered that. Has he tried to negotiate with them saying'“‘You are getting
this advantage: are vou going to invest any money in our country and if so,

MOTION 7¢ DEVALUATION OF THE RUPEE ‘ 41

*

to what extent? Our friend Mr. Gadgil has. been going about singing songs
of the futv:e heaven he is going to usher in, that Bhagirathi will come down
flowing irom the Himalayan heights, irrigating our fields and raising green
crops ull over, through all his dams and projects. The whole lot of them have
now gone into the Bay of ¢ Bengal, for there is no more money.  Capital
exrenditure is going to be cut and if that is so how are you going to implement
these projects in the country? THerefore we are in for 8 lot of trouble. Turn
uny side you like there is ng hope. We wanted to find some hope from the
gentlemen of the treasury bench but I am obliged in all seriousness to have to
say that after having seen the Treasury Bench all this time I am not at all
satisfied with those gentlemen.,

Shri T. Prakasam (Madras: General): Sir, the present dgvaluation trouble
is not a new one to us. It is a continuation of the old trouble, the trouble
which started with the introduction of the exchange ratio 140 years ago by
Britain.  Since then we have struggled on. In 1927-28 the ratio which was
1s. 4d. to the rupee was enhanced to 1s. 6d.  Sir Basil Blackett, who was then
the Finance Member, on the floor of the House fought for enhancing that ratio.
We resisted it to the best of our ability, because it would be a loss to the
country. Finally he succeeded by gelting one vote more. Since then with
%6 ratio Britain has been expecting to get over her troubles. Instead of that

e got into more serious trouble. That serious trouble was what was known
as the first world economic depression. It did not merely affect individuals or
individual millowners. That distress 4ffected the whole country. They did
not know how the disaster was coming. That disaster did come. When it
did come, Germany became literally bankrupt. Germany put up a notice
board in the State Bank asking people not to present their marks beceuse the
gold and silver in their treasuries had been transferred to America in lieu of her
debts.  England did not become bankrupt fully—it was very near it. Britain's
pound was. selling in the foreign market at seven shillings or eight shillings.
Today, at the time of this devaluation of the sterling and the rupee, the British
pound was selling in the foreign market at the same low rate. These are all
things which the Honourable the Finance Minister, Dr. Jobhn Matthai, or any
of his experts has to examine and find out how the whole thing ended last time,
how the world was benefited, in what way India was benefited and how we
can be benefited now. We have got to be benefited now. That is why I have
been anxiously waiting to see that the whole thing should be changed. I am
for the change of the whole thing. Cautting off this connection with the
British sterling is my aim, and I long for it, and I hofe I will be able to see
that day.  Although we have attained freedom it is really not right to say
that we have attained freedom. For years, we were carrying King George’s
orown and his face upon our currency notes and we have  been practically
dependent on Great Britain. Although we became free by way of sending away
British people from India, we have not reallv attained freedom because we
have been tied down on this cursency business to Great Britain. I am anxious
thet we should get out of this as quickly as possible. I am also anxious that
our Government should not have any trouble at our hands on account of the
ratio. ~ How did this exchange ratic come upon us in respect of the sterling
devaluation and the rupee devaluation? The other, day the Prime Minister
was telling us that we were not bound to accept the ratio and that we were

. not bound to follow Great Britain’s example, but vet we followed it. That

also I could understand, that is, yet we followed it.  Sir, I was hearing closely
the statement of the Finance Minister, Dr. John Matthai. When you followed
their action, did you consider what should be the devaluation of your rupee,
what the position of your country is and in what way you would be able to get
along with Britain? Britain was fully prepared for the last three or four
years, ever since this war trouble came. And theyv got into trouble. They got
into what trduble? In 1947 the British Chancellor of the Exchequer. the
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: Dulton, explained his position. He said
that he had to suspend the sterling ratio aitogether because of the losses which

he and his country had been sustaining. On what account were they sustaining
losses? He explained the whole position in a stafement how he had to ay
on & single day 138 million doliars and for five or six days how many milion
dollars he had been paying, how the country had become bankrupt and how
they could not stand it longer. That is why he decided at midnight ‘‘we
suspend this because we are not able to pub up with it’".  Will the Honour-
able Dr. Jokn Matthai tell us what is in future for us? It is only twenty days
or less than twenty-five days since the devaluation of the rupee and the sterling
hag taken place and can anybody say what is ahead ? Last time what happened?
Britain had to escape through the teeth of her skin. British markets were
flooded with Rus$ian goods which were very cheap goods then. Britain did
not know, the’ British Chuncellor of the Exchequer did not krow, the British
experts did not know, the British Cabinet did not know. But the British
merchants came to the rescue of their country and they said “‘How did i
cotae ont that Russia was able to send cheap goods aud our market is lost?’’
A Gommission was appointed and it went round. 1t found out the truth abous
it. It was the differcnce between the whges paid by the Russian Governm:nt
% the labourers and the wages paid in Britamn. Therefore, when reduced,
although it appears to be very big and grand, if you go to the bottom of the
whole thing, in the common man’s language the whole thing started on accouns
of the difference in wages of the Rusdian coolie and the Britsh. What did
Britain do? Britain always had the bra'n. Whether Britain had the gold
or silver in her treasury or not. the brain was hers. By that she had the
capacity to come out of auy trouble. At once she found out that free trade
policy ruust be abandoned and that she must adopt a policy of protect'on. She
prevented the Russian goods and all other cheaner goods from entering her
markets and she thus managed to get out of her difficu'ty. And we are getting
into trouble. I am giving you u warning. There will be trouble but we may
"be able to get out of it because of our mnatural resources and the inherent
potentiality of Tndia Tt properly manusgea and handlea, it could certainly be
managed. Who knows? In "the case of Britain, within twenty days, 8ir
Stafford Cripps declared yesterday that the deficit was reduced by 20 million
sterling. [t is 50 because  DBritain  was prepared for devaluation. Britain
prepared for three or four years to get all that was necessary from America by
way of capital, plant, machinery and everything. She got ready. Today
Brituin is ready to expbrt immedately to Amer'ca and get the whole of their
Yoss reduced—within three weeks she hag reduced it by 20 millions. She will
suceeed. But where are we? Wy are tied down to this sterling of Britain.
Britain reduced it by 81 per cent.” Why shou'd we have reduced it by 31 per
cent? We have a'ways been good to Britain, to oblige her, with the hope
that she would do something in return T must sav vou reduced the-value of
the rupee by the sume extent because you d’denot take proper steps in proper
time. Where wus any hurry for us to have said that because Britain has
reduced the sterling by 31 per cent we also reduce the rupee by 31 per cent?
We should not have done it, for the mattef of that. Take for instance Canada.
Canuda came with it later, and reduced it only by. 10 per cent. Ceylon found
ouy the difficulty created and she said “‘we cut off our link with the Indian
rupee’’. Like that we have been cornered. But there is every chance of our
escaping if we munnge the things properly. That is my appeal now. If vou
cannot cut yourself off from this bondage of the rupee being linked to the
sterling, can this Parliament mot. reduce the extent? We devalued because
we wanted to follow Britain but it is open to us to revise all these th'ngs
particularly on an occasion like this when a situat'on has been crcated which
iz a catastrophe of the first magnitude? What did you resd in the world Press
soon after devaluation was announced? Practically the whofe “world said it
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war stunned at it. But this reduction can be” minimsed if we can possibly
do it. 'The Finance Mmister may take into his confidence some Members of
the House, appoint a Committee to go into the whole matter and do scmething
by way of reduction of this exchange ratio by 81 shillings to 10 shillings or
whatever can be found to pe within our capacity.

Sc far as food is concerned, we have been really guilty for the last three-
years. In 1947 we paid Rs. 10U crores, in 1948 we paid more than Rs. 180
erores and in 1949 more than 200 crores, roughly est‘mated at one time a#
221 erores. Is there sny country in the world that could purchase foodstuffs
to thir extent”™ Therefore I suggest the solution lies in our own hands. You
can reduce the food imports, you can stop them if it is possible from 1950
instead of saying that you. are bound by an agreement to stop it from 1951.
No agreement can be sanctimonious to us when we are thrown into such a
serious trouble and it is open to us for revision. Any reasonahie country
should agree to our position.

This is a time when we have been in the throes of inflation not for one.
two or three years but continuwously, No doubt some of us are enjoying food
and cloth and other privileges. But go into the mteror, not into the delta
area where there is plenty of water,and food, but go into the upper regions

“of the river and ses what those people are having. Are they having the benefit

of the imports of food that we are getting? No. Therefore, T would sugges
that though we have not been able to get out of the inflation, before we could
bard'y make any attempt to get out ¢f it this thing had comg upon us which

. will lead this country to disaster. I hope I am wrong in sayirg that; In view

of the experience of the lost economic distress of the world and because we
gre with'n 25 days of this calamity overtaking the whole world and the gountey,
I would submit that something useful may be done in this direction.

8hr! Arun Chandra Guha (West Bengal: Geperal): 8ir, along with the
sterling the Indian rupee has also been devalued and about 27 or 28/ other
courtries have also devalued their currency. In private individual life ghis
may be called something like declaring bankruptcy. It is s serious matter for s
nation, particularly for a young, independent country like India to devalue hep
currencgy. 1% has been said $hat the rupee is 'not tied to the sterling but thy
fact is that as soonm as the sterling has been devalued our rupee hag had te be.
devalued. The technieal.or legalistic position may be that the rupee is pat
tied to the sterling but the hard fafzt. is that the rupee has to go down with.{he:

ling, . 2 oo e ' .
wl go naot exactly know what is our position vis-a-®s the sterling area. I
may be difficult for us immed ately to get out of it because there is the legacy.
of. 150 years; but our free State during the last two years ought to have taken
same step so that our currency mey not be so intimately connected with the
sterling, or broadly speaking, thet our whole financial structure may not be so
vitally. dependent. upon the economic structure of another vountry. This
economic dependerce s perbaps the greatest dunger for a new independent
country. During the last two years our economic policy has not been conduct-
ed in-such 8 way as to get out of this rut.

Sir, this devaluaton of the ste;lin'g and of the rupee and the currencies of
many other countries may be taken. as the collapse of the capitalistic system.
T have seen in the Press that some Indian industrialists have characterised it
as just the opposite thing. They have tried to read in this collapse of the
sterling and rupee, the collapse of the "‘welfare State’ and they have advo-
coted that the new Indian State should now without any reservation take to
the individual capitalistic system.

Practically almost ail the countries all over the world huve the same prob-
lem—the dollar gap. How to bridge the dollar gap is the problem for almost
all the countries of the world. Only one country has become richer and richer
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at the cost of all the other countries. At the impoverishment of all other
countries only one country has been thriving. If this is not the failure of the
enti:c system, I do not know what it ean be ealled.

‘ :

I expect, as our Honourable the Finance Minister has said, that this
devaluation of the sterling and of the rupee kas come ss & warning and I ex-
peet that they will seriously take this warning and will  shape their future
political econniny and financial policies so that Indi% may have an independent
financial policy, so that Indin may really take the position, at least as regards
the Asian countries, as the leader not only in politics but also in finance.

The sterling has been devalued—we are simply informed of it. Only two
- months ago there was a Dowinion Finance Ministers’ conference. Even by
then Britain wiust have been preparing for this devaluation; at least she must

have had some idea of this coming collapse of the sterling but nothing was dis-
elosed to the Dominion Finanee Ministers.

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

All of a sudden. our Prime Minister was informed by the Prime Minister
tpw o the United Kingdom that they had decided to devalue the sterling.

. It this is the obligation which the Government of the U. K. feels for
the Commonwealth countries, I do not know how a self-respecting country can
continue to be a member of that Commlonwealth. But I think our Govern-
L'ent should have taken into consideration some other points, particularly re-
garang our neighbouring countries, with whom we have vital and intimate
econon:ic and commercial relations, such ag Burma, Pakistan, Ceylon and also,
I may suy, Siam and Indonesia. Somehow or other, we ought to have ‘carried

those couutries along with us and allowed them to feel that we might have &
eommon economic and financial policy. T

. Since the devaluation of the rupee, the Honoursble the Finance Minister
has been silent. What he has disclosed now in this House, I think he ought
% have disclosed at least soma ' days earlier. The delicate relation with
Pakistan is very intriguing at least for the pars of the country from which I
some, namely, West Bengal where business is now almost st a stalemate. Al
slong, we were under the impression that Pakistan was nos consulted by the
Government of the U. K. or the Government of India; that they were simply
ignored, and so out of weunded pride or vanity, Pakistan had taken the step.
that she had taken. But the fact that Pakistan was at least informed by our
Government is one about which I feel our Finance Minister should have taken
the country into confidence and he ‘should have announced it a few days
earlier. He ought to have made, as Cripps has made, a public declaration
about the policy underlying the devaluation of the rupee. I do not know why
the Finance Minister kept silent all this time.

Anyhow the rupee has been devalued and I admit it is not possible for the
Government just now to reverse that policy. | I may also agree that there muss
have been some compelling circumstances which have made those who are in
charge of the Government ta take this step. At the same time, I would like
them to consider what an amount of psychological and economic effect this
step may have on the country. They have given the hope that the price
structure would not be altered and the Finance Minister has declared that with
the cooperation of the- provinces and States, they would try to reduce the
price of consumer goods by 10 per cent. In the last two years, the Govern-
ment have given so many assurances, but I regret to say most of them have not
been fulfilled. In the Budgc* speech last year, the Finance Minister said:
““Our financial position is intrinsically sound’’. Today bs has dealared that
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" for the last two years we thave been living beyond our means both internally

and externally. This is a sorry confession on the part of the Finance Minister.

About this time last year, they took up the problem of fighting inflation.
They set up certain committees and they made certain recommendations. At
least on certain points, all tho#e committees were unanimous and the Govern-
ment accepted some of them. But [ do not know hyw far those recommenda-
tions and suggested measures have bden given effect to. For {nstance, one. re-
commendation was that there should not be any deficit budgeting; capital ex-
penditure should be curtailed. But even in the last Budget there has been

‘hardly any sericus attempt m this line. Then there was a suggestion about

Isory savings and greater propaganda for national saving. It was sug-
cgoeTtI();é inythis H(g:lse tha%; there I;hould be some machinery to induce the rural
people to deposit some of their earnines in national savings. That suegestion
was s'mply dismissed »: unpracticable; but sometime ayo, e Government
of India have aruounced their policy of rural national suvings campaign. 1
only wish tlLat the Government had taken that step some time earlier.

Then, the slogan has been repeatedly raised: ‘‘Produce or perish’’ and in
wiew of it, an industrial truce was also effected between ihe lakf:':revji and th_g
rers and Suite o onod number ~f ¥oiling mitn-nours were saved; ana i
E;nspi)ogei said on the floor of this House by some resporsible Ministers that at
least labour has played its part in fulfilment of that truce whe,reas mdgstry a‘nd
capital have failed to play their part. Still, the Go.ernment’s financial policy
hag all along been to give more favours amd privileges and a.dvant‘ages' to those
parties who have failed to play their part, who ha‘.‘e.—to quote some Ministers—
“betrayed the trust’’. Now, we have come to this condition that our money
has to be devalued. The nation has been‘glt en the hope that the price struc-
ture would not be altered; even if the price index ‘could not be broqght dowg,
at least there would be no rise. But rircumstantial and psychological condi-
tions are making the position to grow worse. Already gold has shot up in price
and with further increase in the price of gold and silver, mterpa.l procurement
will become more difficult. & long we have been  purchasing from  dollar
regions because we found those purchases more advantageous and less costly
than in sterling ares. Today purchases from sterling areas would be more

-eostly and the concentration of all these demands in a particular area naturally

: nd- to raise ‘the price of those commodities. Further, it is hardly possi-
‘;lzul&:: the sterling ar@?wmm ‘be able to supply al_l our needs, because %ﬁ“

of these oountties have the same malady, how to bridge the dollar gap. ey
would divert almost all their exportable goods to the dollar region, so that their

own dollar gap may be bridged, ~So, it is not likely that we shall get all our

requirements, -particularly -of capital goods, from the sterling regions. 1T think

the replacements and the new machinery that would be required in the_ next

two or three years would be worth about 400 crores at least for a portion of

which we shall have to go to the dollar regions. Therefore, it is quite likely
that the price structure would be® altered and there will be some rise in the

price index. But, then, some precautionary measures should be taken by the

Government to counteract all these gvil effects of devaluation. ,We should

set up a state trading corporation to have a state monopoly of foreign trade.

I would also suggest that Irom the very beginning’we shoul_d have concen-
trated more upon building up our internal economy than on going for fore’an
trade. After the Revolution, the Russian State had practically no foreign
trade. With all their vigour and energy they built up their internal economy.
Only then, they could have some surplug money Jor their foreign trade.. Some
months ago, we knew there was gomething  scandalous about the import
licences. This Government with so many experts and efficient men ought to
have done better. Even now, we should concentrate our attention more on

3 -



46 * CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE) [6Ta Ocr. 1949
[Shri Arun Chandra Guha) : ¢
building up our internal economy. OQurs is a revolutioilary state; we should

n?t forget thaf:. Orthodox or conventional economies suit us ill at such a stage.
Every revolution has its own social and economic theories; our revolution has

its own  social angl economic theorigs given by Gandhiji.
According to these theories, we should first of all build up our own internal
decentralised ecoriomy. .

Lastly there should be rationalisation in industry and administration to
-elimingte all elements that do not contribute to the socially necessary funds of
goods and services. Thereby we can bring down price-index and cost of goods
—as well of administration, .

The Homourable Shri Jawaharlal Nehru: (Prime Minister and Leader of
_the House): 1, am grateful to you, Sir, for giving me this opportunity for say-
ing a few words. I should have preferred to speak more or less at the end of
the debate. But, unfortunately, T have to leave Delhi tomorrow for a far off
-cquntry. I shall not be here at tomorrow’s debate. T am sorry that I have to
leave the country at this particular moment' when we have to face so many
‘important problems and when this House would be sitting either in the capa-
ity in which it is sitting now or in another capacity. But, having made cer-

tain arrangements and given certain assurances, it is difficuls for me to change

them.

My honourable colleague the Finance Minister bas placed before the House
:# plain and unvarnished account of ¢he events. No doubt, at the end of this
debate, he will meet the various points that have been raised. Others in this
House who are more expert in economic and financial affairs than I am wil)
also throw light on the situation. Personally, I shall try to think more of cer
tain basic matters, not being myself an economics pundit, . of certain basie
approaches to these problems, than of the various other rather complicated and
eonfusing issues that have arisen.

Obviously, we are not in a very happy state.at the present moment. The
fact that devaluation has had to be accepted is itself rather an index of that un-
happy state. If we had been more fortunately placed, we would have gone
our own way, not being too much influenced by other events. No country, T
suppose, can avoid being influenced by other events in this world in which the
‘various countries are so intimately connected, especially in regard to ecdonomie
and other matters. Nevertheless, they can be more irdependent and less de-
pendent possibly, especially in regard to essential things..  'We have found that
we are depending more. 'That is good for us. Most people knew that, of course:
But, this shock has perhaps been helpful in making us feel a little furiously
about that. To that extent, it & a good shock. We have for a long time past
talked a great deal ahout more production, about the grow more food campaign
and the like. A great deal of our energy has been spent on that, and no doubs,
some results have followed. Whether the results have been commensurate
with the energy and the money spent, it is'a little difficult to judge, for the
simple reason that we du not seem to possess adequate statstics, ! think that
in the last two or three months at least there has been an acute realisation of
‘this fact and probably a more ordered approach to this problem. F¥or some
months past, specially iin regard to food, I thirk there has been a  marked
development.

I do not see mvsclt how we can get a grip of this problem unless we have
an overall view of this picture and have definite objectives as to what we are
aiming at. Then, we can change these objectives, of course, with experience.
But, we must have some overall view. Pardit Thakur Das Bhargava insisted
in a slightly limited context on this overall view of the picture. I entirely
agree with him except {or the fact that I enlarge that picture of overall view
etili further. He talked more of exporte and imports. Thedt ?is  important.
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Personally, I should think that we have arrived at a stage when we realize com-
pletely that we cannot have all the good things of life together. There are so
many good things. There are so many good schemes. Every Ministry has a
scheme; every departmcht hus a schemo; every provinciul Government has
a scheme. They are all good in themselves and'there is nothing to be said
against them. But, we simply ‘cannot have all  these schemes, because we

have not got the resources, either money or traincd personnel or materials, or

whatever it may be. If we cannot have all the good things of life, we have to
choose which ones are more essential, more necessary  than the other. The
first thing we have to do is*not to have unessential things because they tax
our energy and resources. That means, so far as imports are concerned, we

" must put an end to everything that is not absolutely essenfial. Then, in regard

to what are essential things, there too, we have to lay down some kind of
priority. How are we to get at that priority? We can do it in a more or less
ad hoc fashion, thinking something more important than the  other.
I think the right approach in order to get at the right priority is {0 have some
fixed picture of what you are aiming ab. Having got that, then, we can use
that as a yard measure of whut is importaut No. 1 and what is important No. 2.
For instance, obviously, the thing of basic imiportance is food. Unless we have
sufficient food in the country, everything goes wrong. We may wait for other
things, but we cannot easily wait for long if we are hungry. Therefore food
is of the very first importance. And ,ve have laid a great deal of stress upon
that, in fact, I would say that we have laid move stress than was necessary,
except in one respeet, that is in regard to the import of food and in regard to
the production of food. I think we have o teach ourselves fiist of all, and
then our people, that it may be desirable even to have slightly less food and
to tighten our belts than to import away in huge quantities, at the cost,
obviously, of something else. 1 do not mean to say that we must stop all
imports, as some Honourable Members have suggested. That is a matter for
the House to consider ‘carefully. We cannot take off-hand decisions in
that vespect. But I do feel that the approach to the problem should be to
import as little food as is absolutely essentiaP, and to spend, if I may say so,
the money that we save from importing food, on making more food in every
way. That money will remain here. It will go to our farmers and to other
folk and thereby belp us in a double way. Some time back I suggested, and
Glovernment more or less agreed fo it, that we should stop rice imports com-
pletely, though not wheat, indeed, if necessary, we thay get more of it to re-
place the rice; and I still adhere to that opinion. But T should like that to be
carefully examined, because one cannote simply lay down one poticy without
examining all the consequences and the likely results. But T am quite con-
vinced in my mind that the import of rice should end, and even if we import it,
it must be obtained at the bare minimum and treated more or less as reserve
for emergencies and not as stock for distribubion in the normal course. But I
should like to have considerable reserves of more wheat and rice and we should
treat them as rescrves, unless there is a grave emergency. For the rest, we
must relv on our own resources. So the first is the food problém, and we have
" dealt with it. We have fixed a date—1951—after which we are supposed not to
import any more foodstuffs. Many experts and wise people warned us that that
date was too near.  But personally I am now inclined to say that that date
should be 1950 and not 1951; and 1 do believe—and I say that with all respect
to the wise people—that we will confound them and we will produce enough
food to carry us round to that date, even if we have to tighten our belt a little,
as I said. Now, if we do that, there will be a very large saving on that account
alone which we can utilise for other purposes, for purposes of giving help for
development ,schemes, for giving employment snd for cottage industries and
the like. I agree completely with the honourable Member who just preceded
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me that we should give much more attention to the development of small-scale
. and cottage industries. I say so not in any opposition to any plan of large-
. scsle industry, because 1 believe in large-scale industry. But I am convinced
that in India for a long time to comie, there is # vast scope for the development
of small-scale industries and cottage industries which do not come into conflict
with large-scale industries. Further, if you really want a fairly rapid growth in
our production, it can only eome from the development of small-scale indus-
tries, because the large-scale industries——thoug"h very important—will take a
long timé to start producing, while the small-scale industry produces quickly
and gives employment. Now, in considering all these matters, we can consi-
der them from the rather crude economic point of view; I mean to say, not
considering other aspects of the problem. Or you may also consider them
from what I Would call the social aspect and the human aspect. The social
and the human sspect concerns itself with employment and unemployment.
If we are forced by cireumstances we cannot, however much we may wish it,
we cannot say that we are going to give employment to everybody or to a very
large number of people at the present moment. We simply cannot do it, and
let us be clear about it. Nevertheless, we have to keep this picture in view,
and it is the State’s duty to provide émployment to all its people. "It is not
just enough te think in terms of producing goods and having schemes. How
we produce them and how far it affects employment and unemployment, that
. wag the human aspect that Mahatma Gandbi pubt forward, in- support of his
cottage industries programme. No¥, that argument is in no way in opposi-
tion to the development of large-scale industries. So I think we have to pay
* far more attentjon to the development of small industries and decentralised
industries as well as cottage industries. Now, in regard to large-scale indus-
tries also we have got into the habit of thinking of various industries and im-
porting machinery from outside for them. We have to do it because we do
not manufacture that machinery. There is no choice.  Nevertheless the fact
remains that we can have no real development till we manufacture our own
machinery.  And therefore, the most important thing becomes the develop-
ment of the machine-making. industry. Until we have the tool-making and
"machine-making industry, we are dependent upon others, whether they be
dollars or sterlings or something else. So, while we must get machinery to
begin with, the sooner we start making our own machinery here  the better.
Only then shall we be really independent.  So I submit to the House that we
should, for the presepy, pull ourselves in, we cannot live beyond our means, as
we have perhaps been doing for the lagt few years. We were enthusiastic and
~we pursued a large number of schemes—very good schemes though—and now
we find we cannot go ahead witk them; in fact, we have to slow down tremen-
dously. That slowing down, I hope, will not be for very long, and that, having
reconsidered the problem, and having in other ways found resources to carry on
~ that work, we shall go ahead with the essentjal schemes. But in going ahead,
we should consider the over-all picture as to what we are going to do and what
the basic essentials are that must be considered before we touch anything else.
That will mean, perhaps the giving up of some things that may bring imme-
diate convenience or comfort to us. We concentrate on consumer goods. I
~ have no objection, but ¥ would rather not concentrate on consumer goods,
~ but on capital development and suffer from lack of consumer goods for some.
vears. Thig will lay a good foundation for the future growth of Indiz, We
are all agreed that India has tremendous potentialities, she has tremendous
potential resources, there is no doubt about it in my mind, mineral resources,
" underground resources, good soil, food ete. I think we are also strong in our
potential human resources, some actual resources and some potential resources.
T am not talking about number alone,—that we have in abundance—but trained
.. human material and humen material which can easily be traintd, given the
opportunity. So it becomes very important to join those natural resources with

. . . - t
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the trained human beings. We are apt to think foo much—and agsin I speak
with deference to the economic pandits—we are apt to think too much and to
attach too much importance to money. I think if we think in terms of some-
thing which money representseand which is more important than money, we
will be on safer ground. Of coursc, we cannot do away with money. It i
nevertheless jmportant, it is a very mportant element in our economy. Never-
theless, we must not become slaves to money. And if we proceed on  these
lines, and pull ourselves and economise in every way, and have a look round
and lay down the objectives and the essentials that we have to do first—one of
these will be the machine-making, industry which will facilitate our industrialisa-
tion—then I think we will go ahead pretty rapidly.

Now, some Members suggested—I believe the suggestion was made, though
I am not quite clear if any Members in this House made it—that in regard to
steps that may be taken in the near future, 1t would be advisable for Govern-
ment and for the Finance Minister to conier with some Members of this House,
that he may get ideas from them, and the Members of the House may get ideas
from him, and that there will be a large measure of co-operation in thinking out
this problem and in going shead with it> Whatever we may decide upon, it is
quite clear that when a country faces a big problem, it is not by Government
decree alone that things can be done.  There must be a great deal of co-opera-
tion of the public.  Now, the Members in this House are important not only as
being members of Parliament, but as links with the people in the country, and
it is quite essential that the House should co-operate fully in all the steps that
we may take.

I am sure my colleague the Finance Minister will welcome such CO-Opera-
tion. Many of the suggestions made by members have actually been, .I believe,
accepted by Government and 1 am sure the ¥inance Minister has indicated th
steps he is taking at the instance of the Members. :

Prof. N. G. Ranga: It is the implementation of it, we are waiting to see.

The Honourdble Shri Jawaharlal Nehru: In“so far as the implementation
is concerned, it would be a great help to the Ministers if honourable Members
would keep in touch with the Ministers on this subject.

I suggest therefore that in viewing this particular situation, we should not at
all feel depressed. We should think anew in big terms, because it is only when
one is faced with difficult problems one is likely to think deeply. The time has
come for us to do that first of all.  But however deeply we may think we can-
vot suddenly plunge into big undertakings, beqause we have to economise now
and over a good part of next year. At the same time the attempt abt economy
should not result in a kind of shrinking in our development plans. We cannof
gacrifice tormorrow for the future because of today’s difficulties. If we econo-
mise today, it is to go ahead much faster tomorrow. If we approach this prob-
lem in this way we might profit greatly by the lesscn we are learning. (Cheers).

Shri Mahavir Tyagi (U. P.: General): Has the Honourable the Prime
Minister envisaged any cub in the State expenses? That is a point that has not
been touched here. ' . *

The Honourable Shri Jawaharlal Nehru: 1 thought the Honourable the
Vinance Minister told you that he intends reducing State expenditure this year
by a consideruble tigure anud by double that figure ,next year.

Shri Khandubhai K. Desai (Bowmbay: General): The Honourable the
Finance Minister has placed before us valid reasons for coming to the con-
clusion that the rupee had to be devalued in terms of the- dollar. [hat is an
accomplished faet and it is no use going into past history. Some of our
friends in this House have tried to abuse the British Governmens. Somg
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kave taken up the attitude that ‘if Pakistan has not devalued, why should
we have devalued? What they mean to suggest is that, in order to show
our independence, we must do something which is the reverse of what Brltam
has done. Would that benefit us? I think the arguments that the Finance
Minister has advanced have clearly established, it proof is at all needed, thut
the present devaluation, taking an overall picture, is in our interest. The
hint given is that if he had not devalued the rupee, probably things would
have been far more difficult for us. One reason why devaluation had to be
done was that most of our international trade, because of our historical
relation with the sterling areas, has been with the sterling areas. So, when
Britain came to the conclusion in its own interest that it must devalue the
sterling, we have to consider whether in devaluing the rupee in relation to
dollar there will becany great economic disturbance. The Government came
to the conclusion®that such devaluation is obvious and inevitable and it will
mean the least dislocation in our international trade. If any other step
had been taken, I think there would have been very wide disturbances in our
international trade. Now that is the position as far as we are concerned ;
and we have to reconcile to this new set-up.

Sir, the Honourable the Prime Minister Las told us that for the last few
years we were living beyond our resources. We all had big ideas. After we
got our independence we went in for all sorts of grandiloguent schemes and
We never looked into the question whether we could meet them all. Accord-

"ing to me, as our liquid resources were limited, the position  was clear that
those schemes could not be cawried through. Now, as a matter of fact, this
devaluation of the rupee in terms of the dollar has shaken ve. It has awakened
us. It has shown us where we stand. Now therefore the time has come
for us to make the best of this bad situation and t1y to build up our economy
according to our resources and according to our requirements. That is the
cardinal fact before us in this country, and we cannot ignore realities but we
must face it. ’

I do not agree with the Honourable the Finance Minister that internally
the prices will not go up. They show a tendency to ge up. A simple
declaration on the floor of this House is not going to bring down the prices.
It is true that we are all interested in seeing that the cost of living index
goes down. But it would not go down unless tangible and practicable steps
are taken towards that end. T personelly feel that the first effects of de-
veluation are over for the time being. We must pause and see what we
should do in order to follow it up. * Devaluation could first be utilised for
the purpose of economic recovery which we have all got in view. But, Sir,
I am afraid there is going to be one aitﬁculty and it is this: Historically weo
have been accustomed to think with the Britisher.  Though the Finance
Minister declared that we have got no link technically with the sterling or the
pound, somehow our mental makeup is such thas every now and then we
leok upon Britain as our patron. What they do we think is the best and
we follow. Of course, as far as devaluation is concerned, I have no doubt
in my mind that nothing else was possible. - It is true that it is the compulsion
of events and circumstances that led us to devalue the rupee. Let us now
pray and work. Tt should be the last link of compulsion of events and
circumstances. Sir, I think we should be now thoroughly awakened to this
fact that Britain has very badly let us down and we must progressively manage
our affairs in such a way that in the near future, we will be in a position to
act independently in the monetary and financial field.

_She had not even the courlesy to consult India. Even though our Finance
Minigter was there, no mention of devaluation was made to him. When he
. N t
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returned he came completely‘conviﬁced that there was not going to be de-
valuation. Bub I must really credit him with some foresight, because a{ter
returning he thought that there may be devaluation, and so he asked his
technical experts to study the problem so that if Britain lets us down we may
take stes, so that it may not wotk to our disadvantage; and when the des
valuation came, we were ready with our statistics and redctions, which enablea
the Government to act promptly. *

Now, Sir, what should we do?* This is the history of devaluation; let us
forget ib. Now let wus.- see how we can foliow it up. The Prime
Minister has told us very frankly thai we must give priority tc. our
exports over our imports. The main problem before us is not the
import of manufactured goods, or, as it is called the consumer goods.
We must make all efforts for the future to produce more of primary products
and food-stuffs. Now the time has come, Sir, when we must concentrate
entirely on the production through cottage and small scale industries. 1t
should not be a slogan, as it has been & slogan for the past ten years. While
speaking of encouraging small scale and cottage industries, ail possible steps
have been taken during the last tivo years of our independent regime to
foster, to encourage and to give impetus to large scale industries to expand
production. The result has been that no investmeuts have been made in this
sector; capital was as shy as it was two years back; it will be as shy as it
is today ten years hence. If at least fitty per cent. of all the efforts that
have been made by our Government and by owr Finance Minister to assist and
encourage large scale industries had beer devoted to the encouragement of
cottage industries, I am quite sure that we would have had more production
from those industries and we would have been able tc meet the present ecrisis
more effectively, It has not been done. At thig eritical period in our history,
1 would appeal to the Government to give up this step-motherly attitude
towards cottage industries, and help them, as they -have helped large scale

industries. Because that is going to be our only salvation for many years
to come,.

The other point is that we must cut our coat actording to the cloth we
have got. The high standard of living of the so-called few rich people must
be brought down. We must see that no non-essential goods or commodities
are imported into this country at any cost whatsoever. They must be com-
pletely prohibited. And every rich famity, every aristocratic family, must
learn to live on the indigenous products. Every one of W& must practise
unadulterated swadeshi in the interests of the country. 1f that is followed

then I am sure we can come out of these devaluat;ion difficulties much earlier
‘than we apprehend. ‘

Sir, with regard to the impending—I am deliberately using the word
‘impending’—inflation, 1 am afraid that prices are likely to rise. Though the
Honourable the Finance Minister statéd that there is no logical ground why
internal prices should rise, unfortunately the prices have a tendency to be
illogical. Therefore, Government must frqm now take immediate action to
see that the prices do not only rise, but come down. He has promised us
today that there will be a ten per cent. reduction in prices*of the cormmodities

which form the family budget. Let us see how this declaration is going to
be implemented. .

Exactly after a year we are again faced with ‘he inflation menace. Tixactly
A year back various interests were consulted. Governrment then thought that
they must carry out all the recommendations that were put forward by the
big business and vested interests ; they were carried out;

‘ but the prices
have not come down. The suggestions, though effective, m
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persous like myself were ignored and no heed was paid to' them and we have

seen the results. Now it is the turn of humble interests to make suggestious -

for bringing prices down. Now let our suggestions be carried out. (dwu

Honourable Member: ““But humble suggestions are never cared for’’. Our

humble suggestions will have a place, because snggestions of big people have
not produced any results. .

Now, Sir, I bave only ome or two more poiuts to wake. The export and
import trade is, in my opinion, a matter which hgnceforth requires complate
scrutiny and diseipline. I use the word ‘‘discipline’’ purposely. It should
not be allowed to continue according to the behests and desires of private
enterprise. 1 would suggest that a statutory trading corporation should be
established. "It must be a body through which all the import and export trads
of the country must flow. It need not be & full fledged trade corporation in
the first instance but should act as a unationsl agency for international trade
on the basis of commission so that .the whole trade may be conducted in the
national interest. 1 also suggest that till the international pattern of trade is
knowt to us we will be well advised toeit quietly and not to have any business
for the next two or three months and see how the devaluation of the sterling
in terms of dollar is going to react on the various nations. It is quite possible
that even dollar might be devalued. 1 do not know whether the export and
import. tariffs may not be mianipulated in order to counterbalance the effect
of devaluation. Britain thinks she will be uble to export goods to America.

1 do not know whether America will be prepared to buy British goods at the .

risk of her own production. Now all these questions are very uncertain and
it is very difficult to be dogmatic about anything. Therefore we must wait
and watch.

Lastly we have got four or five mnain industries: jute, cotton; sugar, coal
- and tea. In the emergency these industries alse require to be properly and
effectively desciplined so that they can be run in the interests of the nation
as agalnst private nterests and greed. The administration and management
of these industries should be rationalized so as to bring down overhead costs
with a view to cut down cost of production. They should not be permitted
to do as they like but must be made to function in the wider interest of the
nation through respective statutory commissions. These commissions will
have to take an overall picture of these industries, otherwise all the good
vesults that we would like to derive from this devaluation opportunity will be
lost, if we are only guided by the greed and profiteering motives of the vested
interests in this country. .

With these words, I do support this devaluation because it was inevitable
snd obvious. Nothing less could have been done. But let us now make
the best out of this bad job and pave the way for the economic vecovery of the
country.

Shri H. V. Kamath: Sir, I am rising gt the fag-end of the day, yet I hope to
lay before the House certain points for consideration; and I hope Government
will tuke adequate measures now and in the near and far future—long term
and short term—to meet the needs of the situation. The pound sterlivg has

gone the way of all flesh. The sterling which contiibuted & word to the Inglish

dictionary—'sterling” merit, ‘sterling’ valne—now las no  sterling value, and
unfortunately our rupee followed the sterding, as if to demonstrnte onr sterling
lovalty to the devalued sterling. " In the first place, Sir, I could not understand
why this decision to devalue the rupee was tuken in such—I will not use the
word indecent but certainly needless hurry. If we ave, 8ir, an independent
nation today, if we really thought so and were convinced thabswe were irde-
pendent, there was no justification in devaluing the rupee so soon—within less
than 24 hours of the devaluation of the pound.
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Shri Deshbandhu Gup&a (D'elhi)': May I know if the Honourable Member
is supporting Prof. K. T. Shah? o e

Mr. Deputy-Speaker: Hc caunot say it so soon!

Shri H. V. Kamaths If ny friend has patience, he will be convinced and
satisfied at the end of my speech what exactly 1 havé dous. .Even if ultimately
events did ecompel us to devalue the rupee and perhaps as the Finance Minister
told us there was no alternative for us in this matter, certainly we could have
waited for a week or two before we announced our decision to the world.
The Finance Minister referred to psychology in connection with the decision
of Pakistan and quoted the London Iiconomist which refers to the '‘temporary
aberration’”” of Pakistan. I with our Government were more grounded in
knowledge of national and human psychology. 1 hava no quarrel with the
decision as it has been made, but if our Ministers and administrators had been
endowed with a better knowledge of human und national psychology, certainly
they would have waited for some time before announcing te the world our
decision to devalue the rupee. Flen the. Boun Government of Western
Germany—I am sure that Government has been far more dependent on the
western powers like the United Kingdom, the United States and France

~than we are today: in fact there was a Military Government in Germany, in

Berlin, till a few davs ago—held out for a week to show to the world that
they wers taking a decision on their own and not because the pound sterling
had gone the way it had. Their decisiom did not follow in the wake of the
pound sterling. That is my chief quarrel with the decision. Ultimately con-
sidering all the pros and cons there was probably "0 other alternative left to us.
But certainly. we could have waited sometime at least before we decided to
devalue. !ﬂventhe British Government, what has it done lately?

Shri Mahavir Tyagi: Your objection is against the hurry?

Shri H, V. Kamath: Yes, It is indeed a very indecent haste, though I
do not like to use that word.

The other day, Sir Stafford Cripps, the Britistf Chancellor of the Exchequer
referred to Pakistan, and that too after Pakistan had decided not to devalue
her rupee; and Sir Stafford Cripps said that it was in the world interest to
develop Pakistan and more or less patted Pakistan on the back without making
any reference to her decision not to®devalye the Pakistan rupee. But I do
not know what the British (Government have said ab&it us so far. They
might have shed crocodile tears, or they may shed them some time in future,
but so far we have had no concrete evidence of the British Government
acting in such a way as to meet or help us’to tide over the erisis. [ hope
that the Prime Minister, when he goes to London and shortly after that to
the United States of America will utilize the opportunity of discussing this
situation with the British Govermmment und the American Government and that
the difficulties created by this economic crisis wil! be smoothed over by the
measures, or by the help or assistance that thess two Governments will offer
us in this connection. ' )

Now, Sir, I would like to vefer mainly to the offects of our deva'nation
and Pakistan’s non-devaluation on our mutual or Inter-Dominion economy. 1
5 P have tabled an amendment to that eficct and so T would rather

7" - concentrate on this aspect of the matter.

Mr. Deputy-Speaker: I have noted that it is five o'clock and tha. the
honouraple Member has already taken nine minutes. Anvhow, the Honse
is not tired: so we can sit for six to sever minutes more and the honourahla

- Member can finish his speech,
o
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Honourable Members: Yes, yes. a :

Mr. Deputy Speaker: The House is anxious to hear the honourable!
AMember. a : : i

Shri H, V. Kamath: I am at your, service, Sir.

Before coming to the effects of the non-devaluation of the Pakistani rupee
I might, en passant, refer to the motive that actuated the British Government
to devalue her pound sterling, beeause only in the light of that can we assess
the effects of our decision to devalue our own currency. British cconomy is
mainly industrial and ours is chiefly agricultural.  During the last twelve
months or more British industrial output has risen, and therefore tle Britisk
Government is anxious to find a market for ber export. By devaluing her
pound sterling she stands to gain, because her industrial products will find
& better market in the dollar area. But ours being an agricultural country,
our exports being mainly- raw materials and some minerals like mica,
manganese, etc., the quantity of these commodities that we can get together
for export is very limited and inelastic. Thereiore I fear that in the near
future we will not be in a position to increase our exports so as to fetch even
that much dollars which we have been getting so far, because after devaluation
we will have to send out 30 per cent. or 40 per cent. more exports than what
we have been doing so far if we,are to earn the same amount of dollars that
we used to do till now. I do not see any near prospect of thix happeuing,
and 1 feel that unless government expenditure is curtailed here, capital ex-
penditure cut down, and imports are reduced, our exports cannot help us
much. When exports cannot bz incressed our imports have got to be eut
down. The only way out of the situation therefore is to curtail our imports
and I would support Mr. Sidhva’s plea that our food imports which are a drain
on our resources must be curtailed and sliminated by next year. Otherwise
I do not see whither our economy will tend. co '

In this connection the decision of Pakistan not to devslue her rupee takes
on a new aspect. I hopé that the inter-Dominion conference ab governmental
level which I understand is scheduled to meet in the near future will arrive
at & new agreement about the purchase of commodities, their quantitics and
prices, -all to be regu'ated as hetween India and Pakistan, though not in
terms of the new rates of exchange. We shall have to fix the prices and
fix the quantity hnd re-negotiate our old agreements. If that is done there
will be some hope of restoring our inter-dominion economy. Otherwise I fear
there may be breakdown in nur inter-dominion trade and commerce. Because
of Pakistan’s non-devaluation of her currency if we try to grow more cotton
or jute in our country, that will affect our grow more food campaign, which
will recede to the background. It will hit again our feoderops and we will
have to import more food from outsidé. It will mear more imports fron:
dollar areas and result in the wastage of dollar resources. T hope that this
conference of Pakistan and India will settle this essential and vital issue in
a manner satisfactory to both countries . . .

Maulana Hasrat Mohani: The Finance Minister has categorically refused
and said that he would do nothing of the kind.

Shri H. V. Kamath: I will emphasise that: let us squarely face 'this issue
at the conference.

There is only one more point. My friend Mr. Khandubhai Desai reforred
to the inflationary tendency that might worsen in the near future. The price
level may rise and the cost of living may go up. I think that if this were
to happen the suggestion made by the Congress President, Dr. Pattabhi
Sitaramayya a few days ago must be seriously ond earnestly considered by
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Government, if we ar¢ito get out of the clutches of black-marketeers, hoarders
and profiteers. If G 'vernment watches ths situation, if their C.I.D. and
intelligence staft are vij,lant and active, they can right here in Delhi in
Connaught Circus catch people red-handed profiteering and selling commodities
at higher than controlled rates. One or two or a dozen people should be made
an example of: they should be horse-whipped or flogged in public. There is no
other way for our country. I wholeheartedly endorse the suggestion of Dr.
Pattabhi Sitaramayya ands I hope that the Government will, at this stage,
when the crisis threatens to submerge us, take up this matter and mete out
drastic punishment to such offenders against society. In this I hope Govern-
ment will keep in touch withepublic opinion and public reactions in the courtry.

OTION 7¢ DEVALUATION OF THE RUPEE

1 hope the Committee which they are going to appoint from among the members

of this House will be a really effective and representative cpmmittee, and that
it will not go the way that some other committces have gone in the past.
Mr. Neogy can tell the House of a certain committee appointed which has
never met so far, even after six months. 1 hope that this Committee will
not function in that way and°that it will be in constant touch with the Gov-
erninent on the one hand and the people on the other and bring about a closer
co-operation between them than there has been.

Lastly T would only repeat or rather remind the House of what the Honour-
able Finance Minister said in his last budget -speech earlier this year. He closed
thgt fine speech with the words “I hope God's mercy will not forsake us in
this hour of trial”. I am sure the Finance Minister today is more inclined
to repeat that _prayer; and I only hope that though we may devalue our
currency we will not devalue our standards, our dharma or our ethies or our
capacity for hard work. Then the devaluation of the currency will not be &
calamiby, and all will yet be well with us. Let us put our trust in God and

our nation and we shall tide over this crisis with advanta
people, and come out of it unscathed. "o and profie tp the

The Assembly then adjourned till Half-Past Elev ‘ Nock -
day, the Bth October, 1949. FPast Bleven of the Clock on Thurs

3



]

CONSTITUENT ASSEMBLY OF INDIA (LEGISL ATIVE)
. DEBATES |

(PART II——PROCEEDINGS OTHEB. THAN QUESTIONS AND ANSWERS)
Thuraday, 6th October, 1949.

The Assembly met in the Assembly Chamber of the Council House at Half
Past Eleven of the Clock, Mr. Speaker (The Honourable Mr, G. V. Mavalankar)

in the Chair. |
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: MOTLON RE DEVALUATION OF THE RU B IN TEI\, OF /%
GOLB—contd. [ ™: qu¥" 4

’ Shri B. Das (Onssa General) Su:, I support 'bhe. amendment .moved by

my friend Pandit Thakur Das Bhargava. I think that h e begbe:vstreamng of

- the intentions of the House than the mege consxderatlolw&bmh/m? ‘honourable

friend Dr. Matthai wants.  Sir, I have to support the attitude which my Go-
vernment, my Cabinet, has taken and I endorse most of the...c.....coueenne.

Maulana Hasrat Mohani (U. P.: Muslim): Is that the only reason ?
Shri B, Das: Yes, you wait, you will hear many more things.

8ir, I support the reasoning and 1 accept the reasonings which my honour-
able friend Pr. Matthai enunciated over devaluation of the Rupee from :Gold,
but I don’t accept, I don’t support his forbearance, his dismissing the British
perﬁdy, the wickedness of Sir Stafford Cripps in the way that he did.  8ir, I
give him credit -that for the first time on behalfsof the National Government
of Indis for recognising and admitting that U. X. has not behaved properly,
hag not behaved squarely with us. We know what happened after partition.
‘We know how all the records of the political archives in various Political
agencies were destroyed. ~'We know how the records in the archives of the
- then Home Department vanished. There is  no . charge-sheet against iy
leader Sardar Vallabhbhai Patel. The charge—sheet which the former British
ra] had against every leader of mine, whether it be Sardar Patel or Maulana
" Abul Kalam Azad, vanished. We know what part U. K, Officials plaved:
Those . British officers played treacherously at every stage of the partition,
- delayed the police action in Hyderabad and are responsible for the present
trouble in Kashmir. And our @overnment, handicapped as it is, has had
to admit for the.first fime in its i history that FEngland has behaved most
- tyrannieally, mjschievously, against ‘India. - Sir, I do net wish to be severe on
Sir Stafford Cripps. - But in the Shanker’s. Weekly, that admirable . Weekly
which we enjoy on a Saturday evening or Sunday mornjng, we saw that unique
cartoon where according to devaluation Sir Stafford Cnpps is swimming with.
a gleam of merriment on his face and India is represented by my friend Dr.
Matthai with the water almost near his lips—almost sinking under the strain
of devaluation That is Iy eondition, that is Indla 8 condition,

We are going to save India from further perﬁdlous actlon of Britsin. 1

. interrupted when my friend Dr. Matthai was speaking. = Let us recall. our
High Commissioner. - I have no objection in the present circumstances _as

we stand, to remain in the sterling area until I feel strong to,surmount the

- sterling area ana be mdependent and stand high, higher than the U.B.A.

(87)
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stands in the world of finance. But that will take time. I do not want to
have anything to do with the U. K.  Of course I will have my stores supply
"~ agency, I wili have my purchasing agenfs and consular attaches in U. K.
but I do not want my High Commissioner to be there in Kngland.
U. K. has not behaved as a gentleman and all canons of diplomacy
and gentlemanly honour vanished from U. K. when 8ir Stafford Cripps
never , consu.ted my . Finance Minister on the devaluation issue. Sir
‘Btafford Cripps could have sent a special fnessenger to consult my friend
Dr. John Matthai on the situation. It is not that I am against England
and want it to go down further than the fifth rate country that she is today
in the hierarchy of FEuropean countries. Sir, I was never a party to
the linking with the Commonwesalth. T was always opposed to the idea of
Linking with the Commonwealth, I still hold that view and 1 find I stand
. substantiated to-day when U. K. is not gentlemanly in its relation with India
and wants to exploit our resources still further, as if we are still under ite grip.

Sir, the devaluation has come. o I wish to warn my Government that
they must devaluate the number of Ministers that the Cabinet contains. Un-
less you devaluate the number of your Ministers; you canno} bring in any

- economy, you cannot revive the national credit of India. All talk of
economy and all talk of retrenchment will not work if we have a superimposed,
expanded, enlarged Cabinet’ which exists and continues to exist and adding
up to the number of Minislries which must have to continue to uphold the
dignity and honour of a  particular Minister. So, in all humility,—when
we are in that mood that we must set our house in order and build up our
national eredit,—let us first devaluate the Ministries. No$ only the Ministers,
but also the number of Secretaries must be reduced. There are 19 Secretar-

- ies who are to be found evervwhere. They havc replaced the nine Secretaries

that the British Government used to have and through whom it ruled this
august country.

Sir, T will not touch upon the speeches that have been made but I had the
privilege of hearing three eminent Professors—Prof. Ranga, Prof. K. T. Shah
- and my friend Professor Matthai who spoke on behalf of himself and the
Government of the country. When I listened to my friend Prof. Shah, I
felt that unless he joins the Socialist Party of Jai Prakash Narain and unless
he evolves a proper method of approach on how to govern a country, his
method of approach is mere talk, all in the air, all in the stratosphere. He
did not show me any way. I was expecting to hear from him. He.is an old
friend of mine, I listened most attentively to his speech, but I did not find in
it any solution by which my honourable friend Dr. Matthai and the Cabinet
and the people of India can improve their national credit. o

I listened to Prof. Ranga. I found him in a sulky mood yesterday, rather
be was trying to criticise the Government but he was afraid to speak, Why
was he afraid to speak? What was his solution? My friend Prof. Ranga
who is an expert on agriculture, who is the . President of the all-India

" Kisans and who always tries to be on solid earth, was yesterday found floating
- above the horizon, and he did not add to our knowledge how to save the situa-
tion, while my friend Dr. Matthai had his feet on solid earth and tried to take
us into his confidence, take the country into his confidence as to how we will
_ solve our problems and maintain our national credit. :

How are you going to build the national economy of India? = Our great
leader Mahatma Gandhi is no more. He advocated self-sufficiency. My
friends who are ruling us-with my acquiescenee and concurrence have failed
to take up Mshatma Gandhi’s programme of self-sufficiency, be it in a number
of villages or in the proviuces and throughou’ India.  Yesterday, somebody
aid that development of industries must be given the first priority. Certainly.

g ,
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But I think it was Prof. Rdnga who asked the question: ‘“What have you
done for the development of cottage industries during the last year or year and
8 half? Can we claim that of whatever money has been spent on development
of industries to get out of the clutches of the U. K. or dollar economy, a
quarter of it has been spent on the development-of cottage. industries? [
would be glad to hear from my honourdble friend Dr. Syama Prasad Mcokarjee
whether the Rs. 5 erores which he announced to be given for development of

- cottage industries during the budget session has been distributed. whether he

means to distribute and claim from his colleagues, the other Development
Ministers, that a quarter of the amount of money spent on development of in-
dustries should go to cottage industries which cater for 95 per cent of the people

of India end not the manufacturing industries. .

I was pleased that my leader, the Honourable the ?rime Minister, added
- another point to the eight points which my honourable friend Dr. John Matthal
enunciated. He said we must tighten our belts. "While this Parliament
started, once I wanted to remind this House what  Mahatma Gandhi said that
" the food problem in India will be solved if we can fast for two days in a month.
Had we done that, we would not have to-day to send away Rs. 100 crores per
" year to the United States. My honourable friend Dr. John Matthai would
not have to worry his head to solve the problem of how to buy the Australian
wheat and whether the International Monetary Fund will not give certain facili
ties. The solution lies in our hands. We must fast. India is a country
that has been fasting always. My Muslim friends fast for thirty day§ in &
year. My Hindu friends observe Ekadasi. - I therefore advise the Finance
Minister and the Deputy Prime Minister who is the head of the Government
at present to introduce national fasting, so that we do not fritter away our
little sterling reserves and send away our hard earned dollars.

An Honourable Member: Why not have a Minister of Fasting! ‘

Shri B. Das: I will close ‘my speech with one word of advice sbout the
present position of Pakistan vis a vis India. I ﬁnd' Pakists_m has been insult-
ing India all the time. Why should we negotiate m.th Pakxsta;xl'over devalua.
tion as my friend Mr. Kamath suggested? My Finance Minister was not
replied to by Pakistan! Let Pakistan consult my Government at every stage,
Then my Government will tell them everything what we are doing. Bub
Pakistan is sulking like a grown up bdy, alb the time fretting and frowning,
so ‘that no sort of negotiation will bring us any result. ©I do not wish any
further negotiation in this matter with Pakistan.

Mr. Speaker: I just want to make one obse:vatibn. I find a large number
1 of honourable Members are anxious to apeak_. ‘Unless 1 c{owd them .out, the
other alternative is to bring down the time-limit to ten minutes.

Shri Biswanath Das (Orissa: Geperal): May I know the method of catching

. " your eye, because I feel it difficult % . :

"Mr._Speaker: There is no specigl method of catching the eye. It is the
parliamentary method of doing it and the.same old method continues. But
1 am trying to give chance to those who .have tt_abled ax;nenflments, a8 much ag
possible. It is & matter of adjustment. It is not possible to sa.tmfy every
one. Some have to go. I can assure the House that nobody is dropped
intentionally. - :

) ﬁmﬁm}mzmﬁrﬁ,ﬁwaﬁaﬁ#dﬂmfﬂim
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Shri Lakshminarayan Sahu (Orissa: General): Mr. Speaker, may I know,

Sir, whether those persons who have given notice of amendments will be given
-an oppqrtunit-y- to,. speak? - . . e ) T
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. Mr, Speaker: The honourable Member would remember that the group to
which he belongs has got 30 minutes.

Shri Lakshmjnarayan Sabu: But the group has not been recognised yet.

Mr. Speaker: It has not been recogﬁised, but I find in,formélly, that they do
represent one seb of people. That is why more time was given to their leader.

L]
_ . Shri M. Ananthasayansm Ayyangar (Madras: General): 1 hope the t'me-
limit is not retrospective! ~When I left my house to attend this session, I
came making up my mind that I should kave a straight fight with the Honour-
able the Finance Minister. But after what I heard yesterday, I am convineed
to a large extent that he could net have done otherwise than what he has done.
But anyhow, I do not try to defend him as he himself has been so apologetio
in the.step that he has taken, which he was obliged to take under, circomstences
'#nd world conditions over which he had no control. But I would remind bim-
- of one or two circumstances where with some greater care many of these things
“"eould bave been avoided.
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He would agree with me that devaluation is only a femporary remedy after
ell and it would not be a permanent remedy for meeting our balance of payments
difficuities. (An Honourable Member: ‘1t is not a remedy; it is a ca]amity'l,“)
Very soon, the world prices will adjust themselves in relation to.one another

" and-unless we increase our production and reduce our prices the same old dis-
* equilibrium in the balance of payments will continue or re-start after-a period.
1t is not therfore a permanent remedy. The permanent remedy is this. ., Leb
vs ‘see if this Government has addressed itself vigorously to this aspect.. When
did we discover that there was an adverse balance of trade so far as we were
concerned in the whole world? During the five years of the war, we wiped
out all our sterling debt and in sddition we accumulated sterling balances to
the tune of nearly £ 1100 million but unfortunately for us, after the war a
large portion of that has been put into a blocked account by the U. K. Govern-
ment: and only a small portion has been released. We built up those reserves
_ with large hopes that we would be able to utilise them. Those resources were
accumulated through our blood, sweat and starvation and at the sacrifice of 3
millions of men in Bengal who died of famine eonditions artificially created.
We hoped that they would be useful tor us to build up, restore or replace worn-

. out machinery and also worn-out workmen in factories which had worked two

shifts and three shifts during the war.  Unfortunately, England was. mere
anxious to rehabilitate herself before rehabilitating us and -America came to.
het rescue.  The dollar loan’of 8750 million which England took from America:

~ was given the first priorily over our needs and the equslly big loan that was~

due to us, namely, our balances, was thrown into the background. . That was
the positiom. - The creditor had to go as a mendicant. to the debtor begging.
with outstretched hands to release a porfion of the balances for multilateral
convertibility.. -Qur position after the war was to reduce our sdverse balance.
Some of our friends have suggested that so far as food is concerned, we must
. stop. import, of rice progressively within the course of two years or less and
_ trom. what we heard from the Prime Minister yesterday even before 1950 food
/" imports should be curtailed or stopped absolutely. I would only wish tha#
we had addressed ourselves to our economy even before the War, i.e., 1089.-
Then we were importing rice {0 the tupe of 1} million tons from Burma., Has
that situation sltered? ~ “Has our population comte to a stand-still?

Shri R. K. Sidhva (C. P. and Berar: General): We were exporting to
Burma also. . ) A ,

Shrl M, Ananthasayanam Ayyangar: We were exporting to Burma? l"ro-.
bably we were re-exporting to Burma the quantities the Burmese people
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criginally did not want. On‘he whole I assure my friend. that we were only

jmporting from Burma rather than exporting to Burma. The Nattukotai

Chrettiars from the South who had invested large amounts in Southernm Burma,

took over the lards there, took labour from India to Burma, cultivated the

lands and sent us the rice. That situation is now altered. Burma is not

able to give us anything. The same applies to Indo-China and the other

esstern countries.  Our trade channels have become altered. =~ We are looking

more and more to the West for even our foodgrains, ley alone for supplying us

capital goods. Neither England ner America to whom we look for the purpose

of recouping ourselves, for rehabilitating our industry, has been sble to supply

us with capital goods. On the other hand we are going to them even for cur

foodgrains. That is a very big item and affects our balance of trade adversely:

Normally, so far as private merchandise is concerned, even to this-day, we
bave no adverse balance of trade. = There is this adverse balance af trade be-

cause Government is purchasing’food on Government ‘account.  This' situation-
has been there for years. What steps have this Government taken to meet

this situation? There is no co-ordination between the four corners of - the

Government, between the Finance Mikister, ~the Commerce Minister, the

Industries Minister and the Minister of Food. I have been- repeatedly
urgivg that there should be a Super-Minister to control all these Ministers,

eay, a Minister for Economic Affairs, somebody in the nature of a personality

like the Honourable the Leader of the House or the Deputy Prime Minister.

On behalf of the House and on behalf of the whole of India, I would thank

the Deputy Prime Minister for having stoppad political disturbances in the

country, and for having integrated the 560 odd States. It is now for him

1o clothe and feed the millions of starving and naked persons in this country.

(Hear, hear). 1 suggest that none other than the Deputy Prime Minister
will be able to meet the situation and bring about co-ordination. )

© 8hri Brajeshﬁar Prasad (Bihar: General): The Minister for Agricultutey
has no powers. *

Shri M. Ananthasayanam Ayyangar: T do not know. Ask the Deputy

. Prime Minister. . I am only suggesting this for improving the position. I
am pot here for making any complaint against any Minister or Ministers, either
individually or collectively.  All that I say is that there is not that collaboration
which is necessary. I will give one’ instance.. When our former Finance
Minister went to England and asked for spme more release of sterling, he was
twitted that even the sterling that had been released to us for that particular
'year were not utilised. - Then it was in the interests of Fhgland who was
interested in its export drive without which she could not live to twit us that
way. - 1 was & member of the Standing Finance Qommittee then and we said
Ahat the Honourable the Finance Minister should have taken facts and figures
‘with him so that he could be in a position to:insist on only such of the capital’
goods -as we needed being sen} to this country. Instead of that, he cama '.here
and was a party to throwing open the floodgates for all types of lipsticks, paints,
‘varnishes, brushes and other thipgs by the ‘system of open general licence.
Can any industry flourish in this country under such conditions? Before crders
were placed nnder that licence system, there was another general licence,
restricting the old licence and so on. - The Honourable the Finanee Minister
went to the Commonwealth Ministers Conference where he was asked to cut
our imports by 25 per cent, which we must have cut down ourselves.  With
that cut of 25 per cent, our importe are reduced to 75 per cent of the original
figure but todsy the 75 per cent importa by devaluatian, have to be ‘purchased
for 106.° Therefore he is thinking of a fourth system of ficence. ' Whatever
‘be does, his friends also- must agree to. - ‘Our Industries - Minister “ordered.
-gloth from Jspan.* - Even o this day a battle roysl js going on 8s to how to
‘dispose of theti:: refore 1 wand- thay there should- be co-ordination between
ap% Vrwvy Yeveg o0 T geaiern A g0 Sy - St e P e e

.

T S LR R T SR
Py f



]

62 ¢+ CONSTITUENT ASSEMBLY OF INDIA (LEG:SLATIVE)
. ¢
- [Shri M. Ananthasaysnam Ayyangar]

the several sections of the Cabinet and there must be a Minister for Economic
Affaiss with a plan and a programme. In England, Sir Stafford Cripps is able
to say, ‘‘Before the end of this week, or before the end of this fortmght, I will
do this” and he is able to show that he has done it, but unfortunately there
is no Minister here who can say so. For one thing, we have no statistics.
These difficulties will be there until we have one world economy and one world
turrency. Whether you value the rupee in terms of gold or dollar, or sterling,
it all comes to the same thing. I would say that so far as devaluation was
concerned, there was no hurry to do it immediately. The Finance Minister
could have waited for some time. The. argument of the Honourable the
Finance Minister was that devaluation was inevitable, since 75 per cent of cur
trade i with the soft curréncy areas or the sterling areas—I did not hear him

82y which—, but I have got the latest figures and it is only 51 per cent. and
not 75 per cent.

(6ra Oct. 1949

Mr. Hossain Imam (Bihar: Muslim): Does he include Pakistan in the soft .

Currency area or the sterling area? .
Shri M. Ananthasayanam Ayyangar: In the soft currency area.
Pandit Lakshmi Kanta Maitra (West Bengal: General); Non-dollar sarea.

- Shri M. Ananthasayanam Ayyangar: If England is to register an export
surplus. either it must reduce its prices or it must ask the tariffs in America
to be reduced or ask them to build up stockpiles of rubber and other things for
Which they already have substitutes, My point is that so far as we are con-
cerned, if we had not devalued immediately, the world would not have fallen.
Even for these 51 per cent imports, we could have diverted the purchase of these
articles elsewhere. Then regarding our imports, now they will cost us niore.
Take Pakistan for instance. We have no control over Pakistan cotton and
jute.  On cotton alone we will have to incur a loss of ten crores. We do not
know what Egypt or America will do about cotton prices. Then on jute we
will be losing about 80 crores. These are the essential commodities. = There
18 an attempt to grow jute in Travancore and Orissa but it wil] take time.
Take again hides and sking on which the South Indian tannery industry depends.
Even for this, we have got to go to Pakistan. It has started not merely a
12 Noox  Political war in Kashmir; but it has also started an economic war.

But, unfortunately, we have an unfortunate tendency that if sven
our cosometics are stopped, we. feel We have lost everything.

My suggestion‘is this. I have already said that there must be a Minister
for Economic Affairs. I would urge upon the Honourable the Minister for
Finance to immediately set up s Standing Committee to advise him upon the
various matters which he has envisaged.
on eight points. If the American Dollar has appreciated in value, we ean reduce
our imports. We can expand our exports. In regard to expanding our ex-
vorts, on such of the articles over which *we have got a monopoly, we can im-
Dose an export duty. These are the various suggestions, and I welcome them,
These suggestions have been made ip the various papers and varioug journals.
He has gathered all of them and has not left any. To that extent it is very good.

ub, where is the agency which will advise him and insist upon  his taking
action in these matters. " That is what is wanted more than a chronicling of a-
number of events or items. . For this purpose 1 suggest that he mav appoint
8 Standing Committee of this House with four Ministers including himself, the
Minister of Industry and, Supply, the Minister of Commerce and the Minister-
of Food. and n addition seven or eleven members from this House. Let him-
choose these persons. some from the Standing Finance Committee, some from
the Standing Committee for the Ministry of Commerce, some from-the Standing -
Committee for the Ministry of Industry and Supply. . The one Conimittee-.
which is already in existence eannot do all this busincss. I do not want thé

r

<

He said he is going to take sctiont

>

fidence and told us that we had been forced to be on the
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* Standing FihanceA Committee to exclﬁsi_vely deal with this because it does not
" contain members from the other Committees.

As there was 8 Committge fgr
etton Woods Agreement, for the International Monetary Fund, to decide
:vhlfet]l?;zt ti;vle1 should bé;r members of that body, what :ehould be @he exchangcla
value of the Rupee and all that, let there be a Commlttee for. this pxiipqget.he_
do not even want th's Committee to report to this House. It is e;louo i Wha};
along with the four Ministers look into the matters and advise ¢ er:ll gnw bat
articles imports should be cut, what articles could be exported an Oatraid
prices could be brought down. Unless we take all these steps, I am Jiraid,
we will be forced to devalue -th;a Rupeel_ furtghtta; m(eII:zltle)a;rr:pt;ﬁ:z. the danger
i . am only appealin e ,
;nl go(tm;e:n g::;? m?ll“l‘:e HIom;murablz tlllje? Finagnce Minister referred yestel;(tl.u?' lto
the insistence of the Intematio(rlldl Mo?taryta}?;g(rild.nd gvvéle::frg;?% ggw-:)cu( l?:
ingtitution insist r not, the danger has star 8 t
;Il}istlhilltllglt::;l;n:ise (tlm(;ess we keep tbge value of the Rupee properly, by l;axpﬁrtu;g
some more goods, we may be obliged by circumstances to devalue t eI ;g e
further and further, and I do not know_ where that would ley.d to e ifit
the Honourable the Finance Minister will accept my suggestion in the sp
in which it is offered. = We have no intention to quarrel.

Shri Shankarrao Deo (Bombay: Genegal): Sir, this House has been specially
summoned to give the members an opportunity to express their views on.lh.e
situation created by the devaluation of the rupee in terms of Gold. This is
a very complicated and confusing subject and from the opinions tha} have
been expressed so far, we find that hardly two experts agree on anything.
Therefore, it is very difficult for me—a lay man to understar_)d the subject in
all its implications and so it is a kind of venture that I am doing when 1 stand
to speak here. 8till, I must say what I feel about it.

The Hdnourable the Finance Minister has taken the House into his con-
defensive in this
matter. I do not want to go into the question whether it was necessary for
us to do so. 'We must accept the fact that a step lqas_ been takep and we are
told that it is a defensive step. The very fact that it is a defensive step imp-
lies that it canrnot be & permanent one. One i forced to take 8 Jefensive
attitude because he is not prepared for an offensive. The defensive 9t‘tltu<_13
can only be justified if it is made & means to prepare for an attack which will

ultimately lead to success. .

As a layman, T have been frying to understand why this step has been
forced on us. We are told that for the last two years we were doing something
which was wrong and which we ought not to have done. We are awake now
to the situation. After all, thank God. after®two years, our : sleep is cver. -
What is the thing which was wrong? We are told that we were spendng more
than we were earning. If we had not been a spendthrift, if we had no* sgent
more than what we had or what,we were able to earn, then, the bad 1light .
in which we find ourselves today would not have been there. Therefore, ;ﬁ
feel that the problem is really first to adjust our accounts, our earnings eu
our expenditure, and we must immedmte,ly'st.op spending more than what wg
are earning. In other terms it can be said that we must produce more snd -
we must consume less. The rea] problem according fo me is that the 1.mtmn
must produce more and produce at a reduced cost. There was a pfrlodhoﬁ -
scarcity and we were told that we must py:odyce more. Todq_v, we ﬁudt;] a .
there is a crisis in which there is a contradiction: there are high prices, dere :
is unemployment and mills and factories are beifig closed: we mgst produce
more and st the same time reduce the prices. :

( t this devaluation  will noj affect to any extent the in‘temg.l ;
eoozgjn;rzfufl:lo theguntry. The special - purpose or motive, for. deyaluatmn is -,

€ g et
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that we want to increase our exports. That is a sound policy. But, we must
produce more, not resting on devalustion. If we only rest there, we cannot
compete successfully in foreign markets. We are told that if we had rot
devaiued, we could not have any foreign markets for our goods because there
will be other countries which would sell their goods at lower prices. We :nust
produce more and reduce the cost. That cannot be only by devaluation, If
we only sfop at this; and if we do not put extra efforts in the field of produc-
tion, we will have to devalue again and again and a time will come when the

rupee will bave no value at all. Therefore, according to me, the main problem

is production. ‘

At the same time, let us not give false hopes to the people as the Honour-
able the Finance Minister has been doing. The Prime Minister has also assured
us that the general price level and the cost of living will not increase.. We
hope that they will succeed this time because this assurance has been comiug
often from the Government that they are taking measures and that their policy
is 4o reduce the cost of living. - Affer two years or at least one year, we find
that the Economic Adviser’s index number 'stands at 392 points, higher
than the peak point in the worst days of de-control, after one year of anti-
iaflation policy of the Government whish was declared on 4th Octobes 1948,
and ‘in spite of the Finance Minister’s assurances in this year’s budget debate
that soon they will succeed in bringing down that index number,

I do not want people to lose their faith in the policy of this government.
Today people find it difficult to undersiand things. They are given promises,
bub they find no prospect of those promises being fulfilled. There may be
difficulties, I admit there are, but let us tell the people plainly what they are.
I am one of those who would tell the people straight and plainly, that this is
8o and so, and we have to devalue our rupee. - The fact is that we find our-
selves in & bad plight at present.  Let us not say that we will not have to sufler,
I would tell the people that they will have to suffer even more. T am sure
- they will pot shirk suffering. But they must be assured that this suffering

will be by all and equal. Unfortunately the people have not that amount of
confidence and faith in us whirh T would like them to have. They feo] that
when they are asked to suffer, there are people, some gections, who have not
to suffer to the extent they ought to, or are expected to do.  Sometimes they
feel that while they fast others feast. Our policy, let me humbly say, has not
been psychologically correct. Sometimes wy have begun on the wrong side. We
bave asked the people,, the masses, to suffer, but we have not with the same
emphasis, asked the rich men, or men who' can’ afford to suffer more than the
poor to do so. Our policy regarding compulsory saving i an instanes. We
have been saying for the last one ‘Jear or more that we will have to save and
that there should. be compulsory saving. Still ~-yesterday the Honourable
Finance Minister said that if voluntary attempts do not succeed; then Govern-
ment’ will resort to compulsion. One or two Years’ experience is not - still
sufficient. They still seem to feel that rich men; men with money to spdre,
will voluntarily come forward. That has  mnot, unfortunately, been. our
experience. I would, therefors, like to request the Government that they must
ssk the people to suffer more eaually, and they must spare. as far as possible
the poor for whom it is very difficult to save more, because they earn very
little. °-I-would like the Government to tell the people’ and the nation that
they ‘will bave to suffer. But this suffefing will not be a permanent featurs.
Suffering cannot be an end.:: Suffering can only be a temporary phase, only
for-a temporary period; in orde, that we may- emjoy more, Bearcity or susterity
can be understood. It can be only gone through willingly if there is a promise
and if t:here is confidence and faith in the Government or the people who lea'd,'
thus this ausferity or catoity or stffering’ will vomé to' an end and the ‘frecdom
that we have' won ad Suéh 8 coed: Wil give tin plenty and pesce, ! & Tisone -

~ ]
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Then, Sir, I come to my second point, because the time at my disposal is
Timited. . I hawe said that as far as this crisis is concerned, I awx one of those
who have been advocating that this erisis though expresses itself acutely
in the econemic sector. it is really a psychological and a moral crisis. We
must make the whole nation feel that if they put forth the maximum effort,
then the results will be equally shared by all.  They must be told that this
economic crisis is a symptom of the moral discure: = This is tobody’s fauls.
L am not here to blame anybody. < share the blame or the merit or credit
whatever it is. equally as one unit of the whole nation. I do nob make any
difference between the governnient and the people or the legislators sud the
Ministers. I share the blame and we must admit that we deserve it. Any-
how, we have failed to enthuse the people to make ar put forth the maximum
effort for the national recovery. It may be in the eeonomic or in the moral
or it may be in' the cultural or soeial field, we, find today that that glow of
freedom is not there, people do not feel much enthusiasm 4nd they ask,
“Why should we work?”’ The answer must be ‘‘You :must work, veca 1ge
you will enjoy the fruits of your work.”” But even if they are told this, they
do not believe us. - Anyhow that is the condition in this eountry, and every.
body has to realise this.- It is the moral regeneration of the nation alone, that
can save us and can take us through this erisis. = Sir, I started by saying that
the real crisis was economic and the auéstion was one of production. When
we come to production, there also, T have to say plainly that our approach has
not been the correct approach. We have been planning and planning for
production, but what do we find? Practically no result. I am sorry, I can
share the Prime Minister’s sentiments on this subject, and his pangs that one
after another, our grand schemes have had to be given up. Why? Because
these schemes had no realistic foundation in the economy of this country; they
were not based on the wealth that this nation has. We planned and we banked 4
end we relted upon foreign help, not only for machinery, but even for capital
aud expert knowledge alsa. If we had planned on the actual and the potential
wealth, in men, money and material of thig country, then I think the veault
would have been quite different. Therefore. as the Prime Minister said yes-
terday, we must change now and we must resort to cottage industries because
these will give immediate results. That is what most of us have been
advocating. Lt me put it in another way, it is Gandhiji’s ideology or pro-
gramme which alone can succeed in this country. What is - the Gandhiaa

. ideology or programme? Tt is self-sufficiency and  decentralised industries.’

Let us not use the word cottage inddstry, it is really village industry, based
on co-operative lines.  That is what we should adopt.® The whole nation
paid itse homage to Gandhiji on the 2nd of October, and everybody admitted
that he was the man who took us to freedom. and it will be his programine
which will lead us to the next revolution.  Bht everybody admitted also that
we: had strayed away from his path.- Everybody confessed that we had ot
followed Gandhiji correctly, and that was our feal mistake, ' ‘Panditji said in
his speech at the public meeting on the 2nd that the only substitute “for
violence and the atom bomb is the Gandhian plan -and the Gandhian programine,
These -words should have meaning and actual reality in our day to day efforts.
Otherwise -they would be only words. * All will agree that the atom bomb has
not fallen from heaven. = It has grown from below. - It is the last bitter fruit
of a tree which is the present economie, industrial and social structure, You
-cannot simply cut the fruit’ ind keep the tree and expect quite’ different fruit,
A8 you sow, so you reap. ' Therefore, let us cut the tree gt the very bottom,
at'its roots, and let us build agsin, ‘and anew. - ¥u other words, let us follow
Gandhiji; let us have a decentralised economy.  That does not mean, Bir,
the we do not want help from outside, > + - B vmoa o e
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The Honourable Shri K. 0. Neogy (Minister of Commerce): 1 seck the -

indulgence of the House for a few minutes so as to be able to place beforg it
a few submissions dealing with the trade aspects of the mmatter. The subject
matter under discussion is, in the words of the last speaker—for whom I have
great respect—admittedly complicated and confusing. It is no wonder,
therefore, that even those Honourable Members who have supported the
Government’'s action have been rather critical in their observations. But.
to my mind, thet is not sufficient justifichtion for us to ignore some of the

fundamental facts in this connection. .

Professor K. T. Shah castigated Government yesterday for having allowed
an adverse balance of trade to prevail for the last two successive years. Deeply
immersed as he normally i8 in the study of economic theories, he perhaps for-
got & somewhat important event that took place two years ago, namely, the
partition of the “ountry and the resulting disturbances in the economie sphere
leading to results which are still with us and which have yet to be overcome.
There has -been a general tendency on the part of speakers to regard India,
even divided India, as an agricultural country which depends upon ite agrioul-
tural products for the purpose of foreign trade. - As a matter of fact, cn the
15th of August 1947 the divided India ceased to be a primarily agricultural
country, at least from the point of view of foreign trade. On the export side
we have lost two important raw materials, raw jute and raw cotton. Whereas
in the past we used to earn foreign exchange with the help of raw jute and
raw cotton as a result of the partition we have become a great importer of raw
jute and-raw cotton for which we haVve to find the foreign exchange, because
what was internal trade before ‘has become foreign trade with effect from the
15th "August 1947, :

: Now, Sir, as a result of the partition also the
ted. " I am not going to deal with this a
able solleague the Food Minister is

food deficit has been,accentua-

. _ surely going to speak this afternoon.
While these two sources of drain were operating on our available resources, we

deli.berately adopted with effect from the date of partition, and even before, s
policy for t;he purpose of nourishing and augmenting our industries,- a policy
that necessitated the adoptiof of liberal spending for the

; . mportation of
capital goods and machinery as also raw materials needed by industry. Now,

Sir, is it any wonder that as a result of these different factors that have been

foreign exchange shoul be extremely strained ?

A good deal of comment has been made on our drawing upon the sterling
balances. If the sterling balance¥ can be legitimately put to any use, it is for
the purpose of meeting an emergency of this character so as to enable us to
tide over what I consider to be a mere transitional phase in our economy.

Now, Sir, it is necessary for me to .give’ very briefly an idea about our
policy in regard to foreign trade. As the House is already aware, we have
already tightened up the controls and re-imposed our import control very severely
of late. It is our desire to ensure that the gap in our payments does not exceed
the amount we may draw.from our sterling balanees in the year. '

Tt is ® coinicidence that just about a couple of days before the decision -

was taken on devaluation, we published our latest policy regarding 1nore
stringent import control. . Secondly, that again is a matter of curious coinci-
dence,. just-.about five days before the -decision on devaluation wag received,
We received the réport of.the Exports Promotion Committee that had been
appointed by Government to suggest to us measures that may be needed for
the purpose of improving our export trade.” It is a very valuable report and
is under active consideration of Government. ; I dare say copies are available

spect of the matter because my honour- -

lso as a matter of policy in the case -

s v
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to hLonourable membe;s in the Library. (Som'e Honourable Members: *‘If.
is not available in the Library.”’) If the copies have not yet reached the
Library, I will see that 4hey are made available.

Prof. N. @. Ranga (Madras: General): Why not circulate them to Members?-

The Honourable Shri K. 0. Neogy: I am not quite sure whether sufficieat
pumber of copies have been printed. . .

The view has been expressed that our adverse balance of trade v‘{oulq any-
how amount to somethingslike Rs. 200 crores every jyear. This view is.
based upon figures of balance of trade for the first half of this year, when the-
effects of our liberal import policy were still being felt.  Since May, bhow-
ever, our drawal from the sterling balances has been declining month by
month and actually in the month of September we had a favourable balance
of payment. T

Prot. N. G. Ranga: What was the position in September last year?

The Honourable Shri K. 0. Neogy: I could give you the figures leter on.

I do not mean to suggest hat the balance of payment problem is solved.
But I say this to indicate that we are proceeding on the right lines.

, Sir, criticism has been male of the liberal import policy followed in.
t-he}i)oav:'t-. lxI have no time to deal with this question at length, though L
should have very much liked to do so. But I must point out tha_,b there is-
gome misconception on this subject. The adverse balance of tl:ade in 1948-49
has been estimated at approximately Rs. 215 crores. Our import of fcod
alone during this period amounted to about Rs. 130 crores and that of
machinery Rs. 81 crores. Raw jute, which formerly formed a part of the
country’s internal trade, accounted for Rs. 70 crores. ~We had to spend

" nearly *Rs. 65 crores again on imports of raw cotton which is a new feature in

i i lance of trade
ur foreign trade. To think, therefore, that t}:le adverse ba. : !
:‘as due'gr?lainly to the import of mnon-essentials is to be labouring 'under &
gerious misapprehension. -

Pandit Lakshmi Kanta Maitra: Have you, got figures for oil?

The Honourable Shri K. C. Neogy: I am afraid I will not have the time
to go into all that. )i

taking the case of luxurw goods, properly so palled, the import of
1u.§1?rv:’ goods gsince N{)vember 1948, wheén for the ﬁit time the Opte:d (irene;lal
Licence covering such luxury goods csme into full operation, anﬁmnh 1‘;3) 4; y
1.5 per cent. In other words, between November 1948 g.nd t.m;. 048 &
relatively small sum was spent on luxury,goods. In this descrip 1(‘);‘1. N iulvg
included motor cars which account for at least half the ' amount W 1(‘, as.
been shown under luxury goods. | ,

i i ) : ;" What was the
Shri Suresh Chandra Majwmdar (West Bengal: General):
amouut betwbeen November 1948 and March 1949 with regard to luxury goods?

. g here, but T can:
-The Honourable Shri K. C. Ngogy. I have not the figures , :
give you thé amount. I can say offhand that half of that is représented by motor

cars. . *

A reference was made yesterday, to the importation of cotton piece-goods. It
is t.x}u;etehr:t- cotton piece éoods have all along been imported into this 9011“&'}’3 k
but in very much larger quantities in the past than has been the caie d'm e
recent paét. Now the quantity imported was one per cent of the 3 1:!_1 pro;
dustion and this is represented by 47 million yards as against a P"‘)H'uc ion g ]
4,400 million yards in 1948 and an_estimated production of 4,000 mi 101(11 };{ir 8 .
ir;' 1049, ,Here again we had the advantage of the reco?men a-‘m
of the Tarif Board that reported in March 1947 ;when they poin

>
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out  that “the import of a very much larger quantity of cotton piece-'

goods was " justified because -~ there was  absolutely no  competition be-
rtween that type of goods and  the  goods produced in this country.  And
may I mention that in the quantity of cotton taxtiles representing one per cent.
‘88 I gaid of Indian production that has come intc this vountry, thers are includ-
~ed specialities like umbrella cloths and other things whick sre not to be dis-
. /posed of as being non-essentials, - ’ o
Shri R. K. Sidhva: What about artificial silk? o

- The Honourable Shri K, C. Neogy: There is a considerable demand for arti-
‘izial silk yizn and fabrics. - - . : C

" Skhri R. K, Sjdhva: What is the total amount?

Shri M. Avanthasayanam Ayyangar: What is the value of f-his one per cent? .

L
The Honourable Shri K, ¢. Neogy: The value of this one per cent may be
Rs. 8 crores or 0. - ' T

L

-Now that we are tightening up all controls, pethaps in the next-fesw months

the honourable Members would thank Government for having adopted a liberal -

bmport policy of this kind in the past because otherwise the cost of living, which

aceording to honourable Members is bound to go up, would have further gone -

up but for the existence in the country of substantial quantities of imported arti-
cles, all of which cannot be characterised as non-essentials or luxuries.,

Shri R, K. Sidhva: What about Japanese textiles?
- The Honourable Shri K. C. Neogy: That is all inciuded.

In the first half of 1949 our expor's ~hew s declire >f Rs. 20 crores over J an-

uary/June 1948. Out of this Rs. 14 crores wers in respect of hard currency
countries  The decline affected jute manufactures, raw jute, cotton, oil und ail-
setds, mica and shellac, Certain commodities, however, showed increases gver
the ‘1048 figures. The more important of these were cotton piece-goods, "I am
glad to say that the export of cofton piece-goods has considerably inqgroved al-
ready, and we are expecting a further improvement in hides and skips. manga-
nese, tea and tobacco. The develspment and promotion of our export trade is
& task on which increasing attention is being paid and as a result, as I have
already said, there is an upward frend in the monthly value of our exports.

- Now, Sir, T may briefly refer to the question as to what effect will devalua:
tion have on our export trade. As the konourable the Finance Minister has
pointed out, it was more o% a defensive mechanism that we had to aceept de-

valuation. Now about two-thirds of our exports are today the produce ef in- -

dustry and Lere again I point ot that there is even now a general misapprehen-
sion that our exports consist mainly of raw materials. Now raw materialg feature
more and more in our import trade because they are needed for the purpose of

wantage that our jute goods have over thosaproduced in other countries, .

Now there is a feeling that 1f we had not devalued at all, we would have gob

our supplies of raw jute from Pakistan at the past parity but that would not have
el of any help to us becsuse there are other places like Dundee in the ¥nited
Kingdom and some Continental countries which do manufpeture jute goods snd
whiah, having devalued .their currehoies,” would have been in a position to com.
pete with us successfully. Even apart’ from this possibility, jute goods have
already yielded some amount of place in the dollar markets to substitutes mads
of paper and. cotton, and it is oue hope hat i 'spite of the export duty, that hss
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now been fixed on Hessian, which is the type of jute gouods mastly consumed in
the United States of America, Hessian would still be available to the U.8.A.

- at & lower price than before so that this Process of substitutes displacing the

genuine article will be arrested.

Now, Sir, it is impossible to Jgnore, the situation that hag arisen by reason of
Pakistan’s policy in the rgatter of currency revaluation. As I have said, per--
baps more than once in this House, the economy of the two Dominiong is com-.
plementary and it gives me po pleasure to see this conflict that has arisen be-
tween the two Dominions. Ishave been trying to bring about a long-term under- -
standing with Pakistan so far as jute. sud:cotton are concerned. In April 19489,
as a result of informal diseussions between Mr. Ghulam Mohammad, Finance Min-
ister of Pakistan and myself at Delhi, an agreement was drawn up, which was.

-~ publishel much later after it had heen ratified by the Pakistan Governmens in.

‘8 very much different form from what it was when we came. to. that ngresment in.

Delhi. Now this agreement i< dated 8th Apri} and bears the signature of a Seo--

. retary t) the Pakistan Government and s Secretary .to the Government of India:

snd it contained the following elause which .later. disappesred from the agrée-
ment as ultimately ratifiod by the Pakistan Government: and therefore, thig, is:
the firgt time that I am placing it before this House,. This is a separate elause
after we had dealt with certain of the matters in regard to which certain short-.
term consultations were found to be necessary. It runs thus: s

“The two Govemrﬁenta will enter into pegotiations with a view to a inbre ,compre‘l'lené:ve.

“agresment Leing reached with reference to the {zmduczion, manufacture and eale of jute and’

cotton.  Thess discussions are intended to deal with long-range problems.”

» Noy, Sir, this clause along with the others was placed by me before the Cabi~
net within & few days of the signature of this agreement and it was ratified then -
and there by the Government of India. f

It took several weeks for Pakistan to reach a decision, which time was oc-
cupied by continued correspondence suggesting alterations here and thers, It
was after those several weeks thab ultimately 1 was told in a cable sent ty Mr.
Ghulam Mohammad that he was not in s position to get his Cabinet to agree to
this clanse being maintained in, that agreement and I had that reeorded......

Pandit Lakshmi Kanta Maitra: Their Secretary signed that report already.

The Honourable Shri K. C. Neogy. ‘Of course, the signabure is there. The
oviginal is in our offize. This T have said, because it may be sought to be made -
out outside this House that we have never tried to sebtls an economic policy in
gooperation with Pakistan or that our attitude has been hostile. This is evidence

" of our good faith in the matter and indicates an anxiety on the part of the Géy. -

ernment of India, which was fully shared, I may say, by the Finance Minister of
"Pakistan, that there should be a long term agreement in regard to these two. -
commodities and the connectel industries. - g _

- Shri R. K. Sidhva: Did they give any. reason for dropping this clause? ,
" “The Honourable Shri K. 0, Neofy: Whsat I know is that the Pakistan Cabi-

" net was not in a position {o agree to the incorporation of this particular clause,

(S

* affecting our food production.. Likewise with cotton. . But, hers, 8o f

- We have therefore perforce to think of becoming self-sufficient in the matter
-of jute and cotton production ind i is our 'hope—ahope which hag been con-
firmed by the experts of the Agriculture Ministry that it would be possible for usg.

to increase considerably our jute production in #he pext Year without in the legst -
8y as cotton

" is concerned, we have alternative sources of supply and  when we Jook into the

figurrs we find that it {8 a small proportion of Pakistan’s cotton that we used
last year. Howing regard to the very favoursble erop that we are expecting this
veur in India we do think that we will be sble ta do without Pakigtan cotton, if
it comes Yo that, .
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 But what about jufe? In regard to jute again we have our hopes and we are
-supports-d in this hope by the industry that it will be possible for this industry
o continte manufacturing, if need be, on a reduced basis but to consinue minu-
fucturing jute goods and for that purpose they,are prepared to utilise cther fibres
like meshta which is very much like jute and also some kind of hemp.

Maulana Hasrat Mohani: Isn't it wishful thinking only?

An Honourable Member: By you only. :
The. Honourable Shri K. 0. Neogy: I do not know if my honourable friend

[6rs Ocr. 1949

wants to speak on the subject but I should nob think that he is serious in his in-

terruption. ¢

-1 am placing certain tacte—facts which have been agreed to between our
sexperts so-far a3 the possibility of India growing more of these fibres is concern-
ed and facts also based upon discussions with tke industries concerned.

_As L.said once before, it does not give me any pleasure to see stuch a coofliot
operating between the two dominions. Ag a matter of fact I had a despatch only
-yesterday from Eastern Bengal describing the economic plight there. Eastern
Bengal has sn entirely agricultural economy, which- has for its foundation the
jute interests and nothing else. Now the terrible situation that has arisen, be-
cause of the complete stoppage in the jute trade, has been graphically described
in this despatch. I have no desire to quote from it. It indicates that by the
mistaken policy of the Pakistan Government the people in Pakistan are being
subjected to very severe disability. They are not in a position to get aay money
by the sale of jute which is their principal cash crop for the purpose of rmeeting
the cost of living, which is mounting up by leaps and bounds. The cost of rice is
in the neighbourhood of Rs. 40 today. The Pakistan Government in. the pleni-
ude of their wisdom have imposed this misery on their own people. .

ghyi Biswanath Das: May I know whether the Honourable Minister has
any objection to read out the Jespatch? ‘ :

An Honourable Member: No, it is not necessary.

The Honourable Shri K. C. Neogy: Having taken so much time of the House
Y would like to give an idea about the: variods measures that have been taken by
the Government since the decision on devaluation was taken.

We have had consultations with top-ranking industrialists and businessinen
and their general assessment of the position has been in agreement with that
of the Government and whatever 1 have said in regard to the jute and cotton

industries is fully borne out by the discussions and the opinion of the business-
_men that we consulted.

An ordinance has been issued authorising Government to impose export duties
‘on various commodities, The object is to prevent a speculative rise in prices
end also to ensure that if an increase in rupee prices of export commodities is
inevitable the quantum of the increase comes to the exchequer and does rot in
flate profits, wages, etc. A further object is that where both the demand and

supply of the commodity is inelastic we should not suffer a loss in foreign ex- -

change on account of the cheapening of our product.

‘. With the same object in view we have decided upon state trading in cosl.
“With changes in exchange rates affecting our different markets diﬁerently it is
' pecessary to revise rupee prices and since the distribution of coal is under con-
trol, it will be possible for us without any special machinery to arry on state
- trading making such adjustments in prices as may be necessaty 'from time to
time, o - ;

*
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Here I should like to pause and inform the House that the proposed commit-
tee to consider the question of state trading to which reference was made yes-
terday would be formally constituted at the earliest possible moment and sum-

moned to consider all the various issues that have arisen particularly out of de-

valuatiol:. .

The jute industry has been very considerably affected by devaluation beth in
respeci of the imports of its aw materials as well as the export cf its fnished
products. Now that the prospects of getting any jute from Pakistan seem re-
mote, our policy for the export Pf raw jute has been revised after consulting the
industrv and restrictions have been placed upon them. It would enable usxn still
to maintain our exports to the dollar markets of raw jute although we would be

running short of our supplies of that commodity in India. 2t the same time,

special steps have been taken to ensure the speedy movement of all jute in the

Indian Union to Calcutta. Government do not wish to see & rise in the price
of the Indian raw jute which will affect other agricultural prices and measures
to pravent such a rise have been taken. o
Discussions similar to those with dhe jute i |
: t jute industry are also schedul
take place with representatives of the raw cotton and cotton textiles itﬁpzridalm
-export trade and measures to protect our interests will be taken.

The 0.G.L. for the import of goods from Pakistan has been cancelled.

The ceiling for the import of certain essential dru i : inly
nti gs for which we are .
dependert on the U.8.A. has been more than doubled in order to prevte:t xs;lxlmzlily:
due rise in the price of such drugs or a scarzity in their supplies.

Recommendations of the Export’ Promotion Committee are being exa.miné&

urgently and an announcement of Government’s decision on the measures .cal-
i

© culated to’'develop our exports will be made shortly.

¢ Shrimati Renuka Ray (West Bengal: General): Sir, the Ho b
' il A : ) : r, nourable the
Finance Minister has explained so clearly the facts and the circumstances in

vghich it became necessary for the Government of India to take the serious deci-
slor;fabout devaluation of our currency that I do not wish to enter into this
matter, o :

[ At this stage Mr. Speaker vacafed thes Chair which th i
Deputy-Speaker (Shri M. Ananthasayanam Ayyangar)?]as then occupied by Mr.

. You, Sir, while you were speaking a little while ago suggested that the .
ernment of India might have waited and brought in dgevalui%ion at a lt;t:aresgz:.
I would like humbly to point vut that this might have had a serious reperoussion
because as the Honourable Finance Minister explained yesterday though we ar;
not linked to the sterling as sugh we do belong to the si;erling area and it is not
only the sterling area countries but also other soft currency areas that have de-
valued their currencies today. Had India put off this decision off much longer
it might have been that instead of the thirty per cent value that has gone down
we might have had to devaluate it even further. This is a very important poin(‘s

and I am sure that the hohourable the Finance Minister will elaborate on it
when he speaks. ‘

There is another point I want to make. There is in this country a feelin
smongst certt.xin people, which has been greatly increased becauseqthere havg
been contending viewpoints, that it is because we have remained a member of
the Commonwealth that we today have had to devaluate the rupee. I do not
_think that this is true at all. There may be two opinions about that. But I

~do not think that at the present juncture, given the circumstances and the his-

torical background, it could have been possible for the Goyernment of India—
‘whatever ‘government wag in power--to do anything but -devaluate the rupee.
. ’ . .
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'] am coustrained to point out certain other matters. After hearing the
Honourabla Mr. Neogy’s speech 1 think that perhaps devaluation may be a bless-
ing in disguise—perhaps, at last, we shall wake up to face the issues that we
should have fagced some time back. This< House will remember that last year
many experts were called and Government went into the matter in great detail
and zeany viewpoints were taken. As my horourable friend Mr. Kbandubhai
Desai said yesterday, though many suggestions were made these humble sugges-
tions were not implemented. Perhaps if deyaluation does lead to the inple-
mentation of those measures that are essential, then it may really be, as 1
“ gaid, a blessing in disguise, ] . -
' Coeming to t¢he subject on which the Honourable Mr. Neogy has sj:oken just
now, that is our foreign trade, in spite of what he has said I cannot but say that
this bas not been hendled in a satisfactory manver. I will not dwell on the
details in regard to-the import or the unforfunate effects of the Open General
Licenee policy that has been so disastrous. * Many speakers have
done %o and 1 do not want to reiterate what they bave ssid. Bub
I would like to point out to the honourable the Commerce Minister as well as
. the Finance Minister that in spite of all that the figures may show the fact re-
‘mains that our shops and our markets are crowded today not only with goods
from sterling sreas—Iluxury goods of all type—but also with goods from those
hard earned dollar areas too. I do not know exastly what the scheduies are and
what are mesnt by ‘‘luxury goods’. The honourable the Commerce Minister
* has mentioned that motor cars are included amongst the “‘luxury goods”. I do
" not exactly know what are included under “‘capital goods™. Do they include
merely those things which are needed for aur production and our futuce develop-
ment. or do they include many other things? The presumption is that under
“eapital goods’* are lumped many other things. S
1 want to dwell at a little length on the export policy because this is going
_to be very important with devaluation today. Unlike U.K., we are not mainly
a manufacturing nation and, as Mr. Neogy has ponted-out, though our export
. goods are not completely raw materials as they were in undivided India they are
still nop the tvpes of goods for which elasticity of demand will be very great
in the dollar countries. Therefore there is this great difference between U. K.
and us. We cannot predict here. It may be that the dollar prices for our
" goods may ot go down, or it may be that the dollar ‘prices may go- down to
such an extent that it will increase the elasticity of the demand for oor goods
. there, and as such the net result may be that there may be a net increase in our
actoal cxport. But these things®are yet to be seen and the export pelicy has
to be handled with a verv great deal of care and scrutiny which has not been
_given to it hitherto but which must be given to it mow. o i
The Honourable Mr. Neogy has told us the position in regard to jute. Jute
exports are sixty to seventy per cent of our dollar exchanges, though they are
* leas in terms of our total exchange. T am very glad to hear from the Honourable
Mr. Neogy that at last the Government ‘of India is thinking of increasing the
acreage under jute and cotton. But I fail to understand why this could rot have
been done a year ago.

_ 'The Honourable Shri K. 0, Neogy: So far as jute is concerned, there has
been o considerable increase already this year. : R
.| Shrimati Renuka Ray:. But the increase is not as great as it could have been.
In regard to ootton it has hardly been done. “The honourable the Finance Minis-
ter mentioned in his speech yesterday that if we cannot have Pakistan raw cot-
ton. as an alternative, we can have Egyptian cotton. FEgyptian' cotton prices
are also fair'y bigh.. It js therefore very necescary that we should have ruw cot-
fon in sufficient quaatities grown in this country. AN these suggestions have

. . 8hri Ramnsath Goenka
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. peen made before. I can remember the past Budget session. I can rememiber
“what has been said in the last November session. It is the implementation on
whish depends our future prosperity or otherwise, : :

The Honoursble Mr. Neogy referred to the report of the Export Promotion
Committee, There are many items of this Report which I think should be im-

. plemented. For instance, in regard to invisible ‘exports they have referred to
tourist traffic. 1t is an obvious thing that Indis can considerably increase her

invisible export if we provid4 proper amenities for tourist traffic. Ib mway be
said that we would have to go in for some capital outlay. Quite true. Bub s
the sama time capital outlay wpuld bring in very quick returns,

On Cottagek industries I will not dwell because many other speakers have al-

" ready spoken in great detsil about it. But I would like to say something abous

the quality of our goods that are exported. It is & very reprehensible fact that
from Mexico reports came in that the jute which was sent there brought about

" cholera and that from the U.8.A. the report came in that certain spices thas
~ were sent there were found to have rat.excreta in them. We have to see that the

quality of our exports sent out is such as will help to increase the demand for our

" goods in foreign countries. I would sespectfully urge that it is not by giving
~ greater benefits to private enterprise or by affording them greater facilities alone

that you can achieve it. 1 would support the suggestion that a state trading

, corporation of the type of the U.K.C.C. should be brought into being irnmediate-
-1y and T do hope that at the end of this debate the honourable the Finance

Minister will aceept this suggestion.

In regard to internal price level, though I do not want to go into detail as I
have so little time at my-disposal, 1 would like to point out that Government
1pae *has failed to control sugar and wheat. Now we have heard that they
M- are trying to reduce the price of ‘foodstuffs by 10 per ecent. Of
course if 'this can be done without affecting the primary cultivator it may

. have an effect in bringing-down prices. But whatever be the suggestions of

Government, I do hope that these suggestions are real'y implemented because

. the fact is thab we hear of many things but noge of them are implemented.

Some Members have spoken about the very great need of balsncing our bud-

~ get and axing so as to balance it. ) It is very necessary that our budget be balane-

ed, but it is equally necessary to sge that sxing does not  fall upon the
nation-building services, those vital services on Whi(i% actually our increased
productivity really depends because unless you can incrRase the efficiency of the
worker, unless you can give him food, education, training, health and housing,.
how can you increase productivity in this coyntry? These are the services that
received step-motherly treatment all along under the foreign regime and I do
hope that there will be a planned and co-ordinated axing done in regard to
balancing the budget so that these very important development services are nof
affected. I do not mesn to say that administrative costs in these Departments
should nof be brought down but the essential services should not be axed at all.

Befors I close there are just one or two other points which I should like to
bring up. On August 15, 1947 the cash halances of India were Rs. 310 crores,
in August 1949 they have been reduced to Rs. 100 ‘crores. - Therefore Rs. 210
cror:s have been spent in the course of these two years. If these 210 crores
had been spent in development, on increased productivity, I at least for one
would not have found fault withgibe” It may be that as the Honourable Mr.

 Neogy has pointed out, during transftion certain® expenses could not be avoided,

but I ‘do-still maintain that muoh of this e_xp'enditure has been wasted and. we

» cannot afford this wastage. - - - ome

Madras: General): Waited onr what? = * -
A N O T S e

e
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++ Shrimat Renuka Ray: . This expendxtuﬁ heg gone on items which have not

_brought any development of productivity.’” It Ras’jund' waste in view of the

- 4805 thut 'ib has no# broughb any-zeturn-ab all. You have spenj on increasing -

* Jour ‘départmiental~ expentiture’ but :you have not - correspondingly jncreased the
gervices rendered. crmen Ly aye e skt CL

" I want to refer to. the Standing Finance Committes of this House. The
Standing ¥inance Committée of the House, “under'the 6ld regime, was I should
say almost s farce. But even today there has' not beeri’ much change. Fhere
is no Budget Estimatés Committee of this“House. "I tmay give just one ins-

_ tance of the way our estimates of revenud' go wyrong.. Last year there was an -

over-estimate of customs revenue by Rs. 80 crores,this year there was an under-
estimate by Rs. 50 crores.' Thé revenue estimates for 1948-49 were Rs. 117.25
crores and this year they were Rs. 107.25 crores.’ 1 ‘want to know by what
“method- this reduction by ten crores came about which was falsified two months
. later, ~ I want to know how this is arrived at. They are all co-ordinated matters
snd now that we are facing devaluation in this country it is very essential that
.our revenue and expenditure are so co-ordinated and regulated that we do not
. go wrong in our estimates, that we do not know much later, and that through
the British Chancellor of the Exchequer, tha# our sterling reserves are being
depleted. - Sir, while I fully support the devaluation ] do say that unless all the
-things that have been said in the past, all the wonderful suggestions that have
‘been- made, sll the reports that were made to Govermnent, are implemented,
we cannot and we shall not be able to rise out of the economic crisis that faces
nag, e T \ ',_' PRV T " LT L . .
- The Assembly then adjourned for Lunoh till Thirty five Minutes Past Two of
ghe Clock. ' o ‘

The ‘Assfeinbly re-assembled after Tunch of Thirty five Minutes Part Two of
the Clock, Mr. Speaker (The Honourable Mr. G. V. Mavalankar) in the Chair.

i

Mr. Hossain Imam: The decision to re-value a country’s currency is one of
“the “most miomentous ‘decisions “which a Government can take and there is no
- .doubt that in the situation in“which we were placed the Government had no op-
fion but to ‘devalue. * The only question which arises is about the time and the
quantum.” ¥ feel that we should refer to the last occasion when we had a de-
valuation. On the 21st September 1931, when England went off the gold stand-
ard we had nc standard for the rupee for one day. The rupee was left hanging in
the air. Uunfortunately, out of the 125 members of the Central Legislature of

that time, there are only three of us left. T represent the Council of State alone

‘and Mr. K. C. Neogy and Mr. B. Das are two of the colleagues of those days in
“the Legislative Assembly. The condition then was that we were face to face with
. 2 very severe depression whereas today we have inflation. The Governiient in
~ power in those days was irresponsible. Today we have a National Government
.and naturally we ‘expect something much Be{;{éf ‘than we did from that bureau-

. cratic Government. ~That Government had {0 dousider only radeé ‘and corimetoe
«-and-the Government's ku@ﬁgt#}x provisions, " jvhereas “this ‘{Yovernment '¢f the
-people has fo consider in addition to those thrée ifems the ‘effect of devaluation
on the national savings, on the ‘wages, ‘salaries” and other factors ‘which go to

~ -pake up-the: composite  wealth' of ‘the wountry.~ Mr. Khandubhai Desai ‘yester-
~day referred to the fact that however llogical rise i prices may be, it was bound
“tn eome:r 1 wish to stress’that point and I regard a rise in price €8 inevitabls, un-

#sivoidable and inescavable. ¥ may have my differeness with the honoursble the

' Finsnce Minister, bul T-have thé eonsolation thas i ¥any of my dictums ¥ will
“be dollowing’ the “prineiples laid > dows by Dr.. 2&;‘3 Matthal,- the
-etonomist. "+ The™ pricesa-are *bound "8 rise - wp. . I ‘will -juat~: lts-
4rate’ ‘three  ontsesi’ Tndustriess " which~raw 't materials "sre«'imported
;f;om lm.:;ll currency or M!:;i currency ootx?rtggm«i‘bﬂ’ﬁ‘hve‘:rﬁse

price there. - 4180 in many.#f the indusries in which neyr machinery his to be
draported at Figher sost, the ulifmate cost &?‘m pl%ucﬁ ﬁﬁ%ﬁ?’ Then

f .
. .
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fhere is the factor of incteased foreign demsnd. If we devalue & curraucy, ‘we
work for an increased foreign demgnd and it is natural that with the increased
sdemand and inelastic supply, the prices should ‘rise up. " Then again, we have

the necessary ifem that with the rise in cost of living, the wages and salaries wijl

&b up. In this connection, I should specially remind the House of the plight of
Jndian shipping. Tt will have to buy” odd ‘supplies 6f fusl ¢il from mestly &a‘d
ourrency countries. It is necessary that the Government should do some ng
to encourage our nafional shipping.* It is in a bad way. The U. K. Mercautile

"~ Marine Conference are treating them in-a bad manner because there is not suffi-

cient backing from the Government. It is necessary that this should be looked
intn. . - S :
.Y ara giad that the Honourable Mr. Neogy referred to the Export Promotion
"Committee he had formed.” It has given a’good deal of support to the idea of
devaluation. They did not dare fo guggest it, but they suggested that that would
have been the best way out; failing that, they suggested certaift remedies. But
here we are in a position in which with the sterling deprecidted as it has been,
the need for vigilance is as strong .as'ig; wag in the Dast. . A
1 should like to refer in passing to the fact which was criticised by the Lady
Member that the customs income had increased very much. That, T think, was
a deliberate action of the Government. s The Governmiént wanted io bridge the
gulf between the expected expenditure and the expected income. They had no
wav out except fo increase the customs income. To condemn the Government
that their estimating was wrong is in my opinion due to the fact that she did not
know the facts.” - A T e AT
I should like to emphasize one fact which has been stressed by -the
Export Promotion Committée that our internal prices are higher than the
world prices. With devaluation we have not ceased to have that problem.
We mav have ceased fo a certain extent vis-a-vis the hard eurrency countries,
But even there we have the competition from the sterling countries. We are not
alone to have a sheltered market position. T therefore stress that we (must
take the lesson from what was referred to by 'the honourable the Finance
“Minister. 1 téfer to the way of bloating up the exporp. prices of textiles of
“which we had 'a sad experience last year. Are we going to follow the same
policy of regarding that we are indispensable, ‘that countries will have to- buy
our goods no matter towever we may raise our prices. It is necessary that
we should watch every step that jwe ta?e. so that we may not kill the gcose
‘that' leys ‘golden egg.’ I
" In this connection, I should like to refer to the factewhich was stressed by
the honourable the Finance Minister that he was not happy at the positien as
it has emerged. ' T am unhappier still. T feel that those who preach to others
should follow the fessone’ themselvés.  If one Tountry in the world had followed
the right' course, we would not have hdd to face this situstion. The United
States h&sbeen irfchrdnié unbalance &S far ag its expo:-ifs and imports are cop-
cerned. " Tt exports much more ¢han it imports and if it had reverted fo pre-
New Deal gold ‘content of the dollar, we ‘wouigl‘ l?a\.re had no trouble today bub
only the “go}d mining interests would have been hit.” We know that v:hen_ Eng-
1and went off the gold standard, the advantage of that was lost, part of i}, be-
oause when Mr. Roosevelt camie to the hélin of affairs in U.8.A., he reduced
the gold content of the dollar and theréby he had acctimulated & fund of the in-

. erensed valugtion bf gold whieh he spent on the New Deal. It was an unortho-

Goe s1id unnatiral use of the gold valuation and I feel fhaf all the world is sufer-
ing becauso the U.S.A. could nof inoresse ghe gold confent of its dollar. "

- o . ) S W . . o
O done 80, there would have been no differences between: the.other
/quk%yq ’;.,.i,f(g'hay'g’ P"E’l“‘;ﬁg}’fg Fhiteger ratio s had and be doing oyr
aeiner i ops dauyleysoleThE Yot gebly Sofld e B prded. o

£
e AN R I - - S S .
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shis connection we must not lose sight of the fact that in the Uni -

, Amenc;a the prices are falling. It gis-nob a sellers’ market. °1¥1},’-§§db§$ﬁf
buyers’ market, And, bad §t not been for the artificial grants for Marshall Aid

- and Aid to Europe in srmaments, the prices in America would have crashed.
It t}_te. prices in America crash, do not forget 1929. The world will have to face
8 crisis which nothing can avert. It is therefore necessary that costs must be
reduced. ‘We must not lose sight of the. fact that the current income, as far a8

it purchasing power is concerned, is on the down-grade. T

Bir, before I conclude T would like to refer to two matters a aki

Pakistan and India are charging each other with having done th:o xﬁoﬁgkéiﬁgf

~ Personally, I believe that they are both either innocent or both guilty. India
7 had a gold b?nd‘and Pakistan had no gold bond, because it was not a member of
the International Monetary Fund. India has reduced its gold bond snd Pakis-
$an has kept up the non-existing gold bond as far as the sterling areas are con-
cerned. I could not get a copy of the State Pank Act of Pakistan in our library.

, The;f;we I could not get any idea about this. They have linked with the dolley.
T. T. Krishnamac ! : Thei Re-

sorve Bann 2 hari (Madras: General): Their Act follows our Re-

Mr. Hossain Imam: We do not know whethér any cha :
by t:,hem in their Reserve Bank Act in sections 40 5ndy4l. n’gﬁeh:rfl; e'iléazai;
fore.zgn exchange they had was parity with the sterling. That they have broken
ggiladjl;:stpo lefg:%1 0123 stat:zfo& concern with the sterling. It ig only by means-
- directive of the Cen vernment that h i i i
8o I think both the countries have erred. e fave linked with the sterling.

As far as jute prices sre concerned, I commend the recom i
Gorwala Committee which has suggested that there should b;n ecllizt&rilsigf tlho
chasg. The reason for the increase in prices of Pakistan goods is not so mlzx li;
't%e internsl prices as the number of people who.handle the product got fro(:n
Sbie o 0 ouh Sven tosey s o onE o buvers,  As far as T have boen
bl i , Y %he Biast Bengal prices of jute are 1

Iﬁmlt which you have placed at Rs. 85. Tt is only becallxse of theoxag :ﬁiz th;
dave soanan_'y people to Eband]e it and buy it that you have increased pricesyf:«

ay. 1 his Increased price does not go to Pakistan. It is mostly shared b
. Ppeople in India. In this connection I rapeat that the recommendyti of thy
Gorwala Cqmmxtteg of having a centralised statutory body to maka . 0{1 e
of jute and cotton is worth considering. o purchases

Sir, I would like to refer to one other thin ‘

1 r i g. - We had adv i
,:lﬁ?s pa(,;t. It bxs wo hw:hde makiug enquiries to find out what a:;s :h:ai:ﬁx mf

1.1 adverse balance with Pakistan. Mostly it is due to the fact that th 0
p gse;vt?;; ':,:u;t gIrzfve;z; uto the;:_x at_t ttlxe proper time. (An ¥Honourabla M e:t:;?-‘
. you question it, I will ci )

eﬁport. some Japanese cloth from India tﬁ%ﬁﬂf&?ﬂh?ﬁ%m:}e v:ag_t;d e
allow it to be exported to Pakistan and it was sold in India at 2 annzl:s Ie;s ggi

<

yard.
Shri R. K. Sidhva; You could have worn it.

* Mr. Hossain Imam: T welcome the decis; ‘
. : ecision gh igi
4.n01013'1e of the black-marketeers. Ttis a very u:'gen: t(]:lil;gt%: dc})ecm:&o Yll :o tax the
JSS ying with the black-marketeers. The - income-tax authoriti o8 of money
panish Inquisition. Whenever a person invests money in any ies are like the-

“at once pounce upon him and ask him to- -account for his

be taxed bighly as an income, whereas it ia ]
S > y as lt - ‘ ]
have been saving it all these years. I do r];)tre 1?33 slgri(;?;ﬁl ho
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T do feel that the Tndian industrial legenerdtiox.i» cannot come sbout as long a8
this. process of the taxation by income-tax department exists. Ib is for this ress

-son that I welcome the suggestion made by the Finance Minister and elgborste.d
- &y the Prime Minister last night that these people should be made to bring their

profits out. 1 therefore think thas this is a wise demand. * We should wisely and
eonacicusly consider how best to meet the situation which hae been created and
which has been forced on us by tife United Kingdom and the United States of
Amenna. The whole wisdom of the House and of the Government must be
directed towurds arriving at & wise deoision. ' :

Shri X. M. Munshi (Bombay: General): 8ir, I do not take the tragic
view which some of my honowrable friends have taken that this devalution
«crisis has been a calamity. The honourable the Finance Minister described it
as & timely warning. I am afraid I will have to disagree with him. It is ot
timely because we are already in difficulties and it is not a warnging—but if I
way put it so—it is a kick given by reality to us who are of @ very hopeful
nature. We have now been awakened to the fact that we are in an economis
Crisis. * .

Sir, many Members of this House repeatedly drew the attention of the
Government that about the end of this year the economic structure is going
to collapse. Again and again, schemes were made, ponderous conferences
were held, beautiful words were spoken; but when the kick came we had to

" tumb'e down. We were not ready for it. Therefore, whatever may be the

beautiful diagnosis given by my hongurable friend and particularly by my
honourable friend Mr, Neogy about the causes and the reasons why we fell
down, if is a fact that we are on the eve of an economic collapse.

I will not devote more time to this diagnosis, but I will offer & few remarks
with regard to the cure which my honourable Friend the Finance Minister pro-
posed to apply to this misfortune of ours. In this connection I share the view of
some friends who said that it is impossible to cut away from the sterling areas.
‘All talk about our breaking.our relations with the sterling areas may be a ‘matter
of hope, may be a matter of aspiration; but as far as realities are concerned, we
cannot break away from the sterling area unless we are prepared to courd
eomplete economic disaster. That being so, it order to find a cure we should
find out why it was that England went under. After the war, England re-
ceived by way of gifts and loahs millions and millions of dollars from
America. England could not prqduce more, but went on consurmng what
she received. The working hours there became less and less and the result
was that she exported less, had to import more &hd could not pay the
difference. )

The situation in India is much worse ¢han what it is in England. 1
do not share the optimism of my honourable friend the Finance Minister
that it will be possible to reduce the! cost of 'iving, at least the cost of the
essential articles. I personally feel that if the present level is maintained,
we should thank our stars for'it. As he himself pointed out, I am not sure
whether our imports from the sterling areag could be had at prices cheaper
than what they are now. They arp likely to be a little more.

Equally I am not sure that our cost of production will go down fast enough,
and perhaps it might happen that ‘the situation might get into such specula-
%ive hands that the prices might rise. Therefore, Birr if we are able lo
ma.intainul:he present level of prices, I think we should have achieved some

result. . , :

Thet being so, the question that has to be considered is, I submis,
how %o get the country out of this present difficulty. Some remedies were
pointed out by my honourable friends but we must realise one important factor
and it Is .this: - that our country is- nod as -crisie-conscious as other
countries, Yof example a country like England, and we bave not yet applied
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ﬂib'sté real tests by wh_iclh' the coiintry can come out of its difficulties. Take
for instance the fact thab for thése two years faembers of this House have
béen shouting at the. food. crisis. .. The Priie  Minister told ‘us - yesterday thag
hé is seeing s silver lining during the last thre¢ months. ' Take for nstance this:;
Everyone knows the position which thie Income-Tax Investigstion Commis~
sion holds in the economic situation jn this couniry. ]- am -not perhaps.
straining the memory of many of our friends here then I say that before the
15th August 1947 when & Bill was introduced in this House for the purpose
of seiting up this Investigation Commission, scme merchants from Karachi—
then Indis was not divided—went up to some highly placed persons in -the
Muslim Leagus snd said, ‘‘You.are ruining our business’’. Well, they were
told.. We are setting fire to thousands of énemy houses. Why do you
worry about small huts?’ We knew that. Again and again it was pointed
out to Government that this thing is going fo create difficulties for us. Bub
it is only this morning that we read in the papers that we are going to settle
this matter amicably. Whatever the fact was, the repercussions of this Com-
mission on the economy of this countrys it has taken two long years to
realise. riy : , :

Take for instance some other matters.. Take the question of Pakistan.
My iriend, the Honourable Mr. Neogy, said that we should not use strong
lancuage in view of the very delicate negotiations which he set out before us.’
1 also do not like to use any strong word which might upset him in bringing-
about -the agreement which he has set forth before us. My, friend, the
tonourable the Finance Minister called it & ‘‘temporary aberration’” quoting
from some English paper. The sooner the question of tfrade with Pakistan is

2N

handed strongly and firmly, the better for this country. (Hear, hear), I do

wish that we set up a Trading Corporation for our trade with Pakistan. 1
am not in love with such a corporation for the rest of the world, but something
the nature of the U. K. C. C. for trade with Pakistan is absolutely essential
. if we want to trade with Pakistan in a proper manner, and for two reasons:
One is the aberration, temporafy, perpetual or periodical. The ‘second thing
is thet we must not forget that it is very difficult to control the avidity of
the business communmity, and it would be very difficult t6 escaps b’ackmar.
ketting even if we strengthen out controls for our trade with Pakistan, The
Government alone can deal with Pakistan ‘strongly and firmly, if they have

got # Governtiental mashinery for this purpose, and I commend the sugges-

tion for whatever it is worth to the honourable the Finance Minister.

The next point, Sir, which I sh;;luld like to consider is .the question of

lmpetiis to producers. I think we have been talking too much about produc-
3py BOR and pot taking sufficient action about it. If you want production,
then you must forget for the time being your schemes and enunciating
every klind of moral or conscientious approach fo certain questions and [firmly
say, ‘“We are going to give every encouragement o production in order to tide”
over the present crisis.’”” This ig not the time to he trifled with. Look ¢4 the
manner in which Belgium tided over the crisis. It was a war-torn country,
whose finances were in a bad way when . the wdr ended, but during.thé last
four years it has become economicaily. a strong. country. in Europe. By intro-
queing deflationary factors, by giving: éncouragement.to businessmen, to produce -
and sell more and by giving incentive to workmet, in four years it has escaped
the cousidersble ravages of the war. - We must not algo forget thgt Belgium
was ‘& poor eountry. . Somehow or gther, though,we were s rich copntry after -
the war, though our soil was not run over by foreign armies; é:lxﬁbils};v‘.?é" Five
qgt,"bign-'able-ifq glet -oyer (ithis diffeulty. * This'is_a tridtter ~of . the ' greatest:
iportence -and unlegs: we do. everything in our power ¥or. giving an.Jmpetus to.
f);o&xfction: whatevet hopes. =that‘?ve .tz‘zfays ‘l'arse'POI Am e&rili& wguil‘l; .‘B;n gom;::
picees. - - - RO T P A R el e N
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Shri K. M. Muonshiz Jn the few.guinutey ab my.. disposal 1., cavnot déaf
with the subject in the way I could heve done if I I}ad_hlgng_el" time. I am only
making the -pqipt, that gt any cost, under .any .circumstances, the utmoss
jopefus. 1,{;;},?%@ ivén to productiod. , How that should be ddne is for the House
o cavsider and for the, experts and the Honourable the Finance Minister and
he Honourable the Tidustrics Minister &0 eonsider. The question _is that we
must produce at any cost. The greatest obstacle to production is this Income-
'ax Investigation Commission. , Inthis connection, .1 welcome .the speech of
thy honoaurable friend heacbity- I do feel that whatever the marals of it, we
caninot dllow our sense of righteousness to over-shadow the imminent danger
$hat is before us. We must in some mdnner ot other,~ sonsistenply ' with the
dignity and préstige of this ecountry, get out of the difficulties thet' we have got
ints. I am very glad thet my honourable friend, the Finance Minister, hasg
announced that with regard to the assessees whose cases have not been referred
to it, the Government will consider’ their cases. I feel very strongly
for that class of people. - They are not the men who made ‘black
money during the. war. ~ They %re. peocple . who in the course of
their ordinary trade got hold of -this money and their position is
very difficult. They have only & small smount of black money which - they
cannot put into their busizess. They . are living on their black money and
seme remedy must ba found to enable these, peaple to develop the natural trade
channels which will bring money both to the Government and to the trade.

There is one other point to which I would like to draw the attention of the
House and the Honoursble the Minister and it  is -this;.  You 'will
have to temper down the attitude "of the  Tncome-tax . Department. . The
Income-bax Department during the last two years has developed a conquistadore
attitade. , Unless it is revised, I am afraid it will be very difficult for this
country to continue o draw ‘income-tax as it has been drawing o the exchequer
so far. I.have a fairly good knowledge if the Income-tax Department for almost
a generation and the difference I learnt is this: e

Shri R. X, Sidhva: If the agsgesees are not co-operating ?

_ Shri B, M, Munshi: Tt is nof & question of assessment. It is a question
of attitude. There are two, ways ih whigh the Income-tax Departmaent can
work. One way is the Hindu way of allowing the cow %o graze, to feed it and
then draw as much milk as you can from the cow, and also leaving something
to the calf. There is also $he, other attitude.  You can kill the cow. ard sell
it to the butcher in which case there will be®neither any cow nor any milk.
{Interruption). o Co

.1t i very easy fo geot-up a sense of righteous indignation. But, these are
the facts; the sooner we learn t0 face the facts, the better for us, - :

N - P Y .

"One poird more and it is this. My aubmission to the House and to the
Honourable the Finsnce Minister is,*that our economic policy must bs placed
on g war footing. '1he speéeches that I have heard since yesterday are -no-
thing eofse but that we-are in » very difficult condition, a eondition which is

- mors Jike a sort of & dangerous war: it may be on the economic fronb, . All

éur policies must be put on &> war footing. Thab implies two bhings.. Ricat,
theére must be, ‘as my honoursble friend Mr. Ananthasayanam Ayyangir. said,
if I have caught him aright, net merely = Ministry for economic- develops
niens; but. s’ Supremd Council which sheld eoordinate not oaly the activities-
of the different. departments of the Giovernment of Indis, but .even gf ‘the
provinces. .. Unlgss: this is.done,. this counfry 1§ never going to come out.of
it. -Howevér much ‘th¢ Governmens. of India or this Houde may woiry, unless
this is driven fnt6 the minds of those that govern our provinees that we are
not living in a lang of riches, that we gsnnot bave schemes of all sorts and
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kinds, thet we'cannot have reforms of every kind_sll ¢ "the same ine, Do

matter what happens to finandes, unless thig attifude disappears from “the .

-have only one. thing to add. Iangard to this _unitary kol ‘of s
soonaiio polkies, & am sus, the Hotsa will support the Honourshe Mioisser
_he comes forward with any legislation that is necessary. Bu#, we have not

got $hat economic ‘adm.inistmtion in the country which should be .there in ».

modern India. - .. . ... A
I would ‘only give one instance, a recent instance. - ' .
wo ' tance. - Had there been tha
ﬁcﬁt:!;o:;:i;io awarenm,t I can ?ssuﬁea 53)11 that somebody in the Secretaria:;l wou?g
A seovered  that sugar is & y being sold on a large scal i
gomgt to disappeor if there is going to-be some con$rol of t'lzxe ec:x;:ngg?ty].t g‘?\:
ygpo gnclearly showed to the businessmen that there were large purchases from
:1 eii:lz:l sfa telrt was the Government of India who came %o know later and who
decided later. In the time lag between the -decision and its enforcement in
e pt hnoes: sugar dxsapyeared underground. That means that we have
ti(:)n g;h !tch a{]s“kel;;i t‘i‘f e&%noxmo av;areness, that kind of alert economic organisa-
: e Government ' i
the conditions in the country. Tg:ryeft(:;e(.!f{’. hour to hour in th'e fnow sboud
Shri Ramnath Goenka: Did the Government puat sugar underground ?

Shri K, M. Munshi: My honourable friend has not understood me. The

g

Government issued the order one day. It took two davs to reach the pro-

vinces. In these two days, the merchants i
) put it unde d.
An Honourable Member: What shall be do? b
Mr. Speaker: Ovder, order. '

Shri K. M. Munshi: Tt is the economic : ’
. Shr ' P It unaswareness of t inistrati
:2;2)11 ;:g:ezpo?mble fl:)r this. TFor' fifteen days the prices ;mh‘;h:ﬁxéll:tfitr?}iﬁ
cale purchases. The reports sent by the Syndi to th :
ment of India showed this. I should like to havi oAt
did not wake up betimes. I am n oming e Govennt Moo a
; . ot blaming the G
tacts which I know and if I an wrong, I shal% sta?)d ::rig?;g?t- These are

My last appeal to the Honourable the Fi ini
. . inance Minister is, leb
gn;tl?ry c?ntrol, let there b_e a drastic control of our economlic pglic;}.] ?r%hzi
hsaveebzgny z::ge b%ysave ttl;:)sn couzﬂ;lrjz.f ) Iahi:;lrtilylfsupporb the proposals, that
) le ourable® frien at if necess the H
the Finance Minister should invite some m o T & poable
! [ embers of this Ho
S:{:mf;tt:ﬁeng;:: :fhottllxlélirno}t) ii(ixzﬂywhelp h;z:, but popularise tﬁ::e tfhif?;;n ans
_ ability see that drastic action is taken. i
matter. That is the only wav in which w i on, 1f ] o
only add, I am just reminded of one N s, Mhation. M1 can
) a X phrase of Napoleon: * ;
let deeds snswer,”’ 1 think deeds ehould angwer ﬂo!gzthizz on Iﬁ)(;sv;mssggsa ’

Sbri Biswanath Das: Sir, I am thankful t
! s Sir, to you for havi i
opportunity, and I shall place before the House chtu.in ;specvé:gofg;;:nqﬁleztiozn

Before entering into the subj
: ject matter of the question
confess that the Radio statement of the Hom)m'zanbl;1 the-?Pr'imIe .!ll\]tf“i‘z?stg: nvlég

responsible for creating a ot of puzegle. I must also confess that the brilliant -

enalysis and the masterly exposition of the H

8 : _of ¢h onourableg the Fi ini

l;:: (}112pwc;:led“tlgrsdguztz)le. .t}?‘he éa? ;emaina that we llx';ve ‘i)ef:xn?:tcedgvfl sat:;
b : y e -] ritish Cabinet; I mean the British A

While the Chancellir was making- statements sftershtomeu;: ::x tg!em;);:?i::

House of Commons that he is not going to"think of devaluation of the Found. .
y

ke was megotiating with America for devaluation with the result that it was

hrust upon us uuprepared. 8o, the question. is, i is. fhrust. upon.us; how .

well to save qurnlves out of this muddle is now the sola oonoern, - -

sobids ‘Fe DEVALTATION oF THE RUPEA 81"
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" Sir, my honourshle friend. as I have already usid, has glvea’'s mesterly
analysis ot the situation. I should have expeated him 1o give us » belance
gheet so far obtainable. Bir Stafford Cripps, in the course of & ~ Press Cons ~
ference, published in the Statesman and other newspapers two days back;
has stated how this devalustion” hes helped British trade and British finence.
Ha hss stated that the drain on the British Dollar has been reduced by %em -
millions in the course of thess 1§ days. Not only this, there is & tendenoy -
fowards stability of prices and the British Chancellor necessarily expects tha}
there may be a fall in the prices very soom. The advices ¢hat they have
received, and as published in the press, go to show that they are booking
more orders from American purchasers. All these present to us a picture -
very convenient 1egarding the devaluation of the Bterling 30 far -as British -
eommerce, British economy, British standard of living is concarned. Britein, -
ib is clear, therefore, has gained in the deal. : ‘ -
But, what is our balance sneet? Our balance sheet is very well-known and -
is being daily realised by our friends. There has been & rise in prices. My
bonourable friend has stated and the Prime Minister has slso stated in bis -
broadeast that this will not touch the internal prices. The fact remsins snd
we sea that it has severely touched the Snternal prices. The wonder is that
even in respect of commodities where it was least expected, the price kas
risen. How to combat this? I must confess in this connection that the Gov-
ernment has so far fajled vs in so man difficult situations to contrcl the
situation. They are bound to fail in thi¢ case also. The trade balances, as
is apparent from the closing figures of March 1949, show that the adverse bal-
ance was about 100 crores. 1t has gone up very much and if the figures quoted
by Professor Ranga are correct, it is about 250 erores or so, & figure which was
not contraddcted. :

_The Honourable Shri K. 0. Neogy: 1 have given thd official figures. -
' Shri Biswanath Das: I am glad; I am thankful.

Qo. whatever it is. the fact remains that we have a heavy adverse trade
balance against vs. That is the balance sheet of the transactions of my
honourable friend so far. That is the benefit that he has conferred on the
country as a result of his transactions of these two years.

Sir, while considering the sctivities of the Ministries of Commerce, as also
of Industry and Supplies, I am reminded of the events’of fortyfive years
back. When 1 was & boy reading in the High School, P used to read in the
daily newspapers the message of Swadeshi carried by the late-lamented Bipin
Chandra Pal to Madras. I salso remember of hundreds of students being
rusticated for having taken part in Swadeshi movement and meetings. I am
also reminded of the fact that the Honourable Dr. John Matthai was one of
those students who suffered. Sir, it pains me very much to know that these
very friends from Bengal and Madras are now responsible for giving a decent
burial to that, the very notion of Swadeshi. When Mr. Shankar Rao Deo was
harping on the Treasury Benches about the need of cottage industries, I was
feeling—here is a gentleman who is trying for the moon. Wheh Swadeshi
$as no place how could cottage industries find such agcommodation! At least
when the old Government was in power we in India used to got Rs. 7 or &'
Jakhs for cottage itdustries. But under the present sdministration fate of
the cottage industries was sealed for some time. Now my honourable friend
has created & Cottage Industries Board. (An Honourable Member: ““Whas
sbout khadi?’’). Let khadi wait. It is a matter for the provinces. Now this
is the balance sheel thab we have before ua. T

If production is the only mesns of fighting the inflationary tendency or the
effects of devalwadion and for production you have 4o look either to the Minis-.
#ry of Industry and Supplies or to the Department of Agriouiture, as I bave
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already §aid in, the_oourde “of £ press statément; & for as fh‘?*

vosim

Ministry of !

Ag-iculbyre s concerned, the word, ‘failure’ is writ large on ity forehdad. Tha
Ministers i_lgdpstﬁj;,hn 'Spml_y:. 'd;nc‘f, @gﬁcﬂlﬁmje I'ﬁayl diipj:e facty and figures
ta show {hat,it has piodufed 86 much, but*the fact remsins fhat wé have also-

equgﬁy,_ .i,r'pporte;i«lm]’imh nore.

. My. Hossain. fmam: Our wanfs have incressed. ) : , L

* Shri Biswanath Das? Human wants-are bound ta increase; but that does -
not méamthat we should go on importing. It only means . tha# an . earnest:
attempt shonid be mwade to aufment the productive sactivities of this country
5o 88 to increase our wealth. . So léng as you depend upon imports, you, will .
have to be spoon-fed, you will have to devalue your currency and do many-
more things. , | g i e e

-1 would, however, . like to stress one majter-and that is. the pnrchass of
gold from sterling p-eas. .Sir, .it is.a--well known fact that during the British
regiwe India-had -a gold standard in England and a silver standard in India.
Whatever silver there was in India . was taken away. and disposed of in Britain
in a wonderiul manner. - That wonderful manner being that it was sold to
Ind{ans . at one priee and, to Britishers at another price. The Federation of’
Indian Chambers of Cemmeree and Industry then loudly protested egainst this
action, but with no result. That expiains why prices shot up in 1942 and 43.
America also protested. The result was that an agreement was entered info-
between Eng'and and America by which we were given lend-lease gold and lend--
lease silver, .(An Honowable Member: ‘*No gold was ever given). 1 am
correct and 1 am sure we owe America large quantities of lend-lease silver,
I am not sertain about gold. When silver and gold. were hrought fo Irndia
and sold here in 1948 and 1944 prices came down, with the result that the-
prices prevailing in 1944 we e certainly lower than the prices that are.prevail-
ing today. ’

Therefore,- my suggestion +o the Government and to the Honourable Mem--
bers of this House is that we should utilise part of our sterling resources in
purchasing pold from the sterling arems. It may be said that gold may be:
available in the dolla: areas; but it will be impossible for us o purchase it,
particularly after devaluation. There is at present little bullion in the coun-
try to support paper eurrency. All that we. have is either alloy coins or paper-
printed in the Nasik Printing Press. Therefore, I suggest in all seriousness.
that Governmnent should divert a part of our sterling resources available to us
for the purchase of gold and sed it in the usual market, keeping portions
if necessary, with the Reserve Bank, If Eogland was able to bring down
prices in 1943 and 1944 by this means, it is my earnest hope that the same
method could be applied with suceess in India.

. Sir, I call this Devaluation Conference that was held in Washington as a
great yagya in which every diety had its own share. Canada had her share.
because 2. part of the Canadian.currency is dollar. Canada is benefited to that
extent.. . Even in-the rsatter of devaluation Canada has not gone to the extant
-of Great Britpin. . Australia had also. her share of the profits. She is a party
to the Wheai Conference,. and in terms of the international Wheat purchase-
Australia is 1o get in dollars. . The Umion of South, Africa has Jirectly geen';
benefited by raising the ptices of her gold. England has , copsiderably ' been.
henefited . by . déviluing . the pound sterling. = Thus, every- party, except India
has hed ‘tbs share in-the yagya and it is.now up -ta the Government of - India
to devise ways and mesns. by which. she vean save hewsell without’ & share.
In: this .conneetion, while: devising greater production, fixation of wages .and
profits. I ghould afafe Rn& warn_Governien 20 seo that. the- industrialists and,
Labour are not. 4hs: only-parties. fo.ba thought of. .1t Jooks i, 10é. that.in aif

conference on such issues you should call for not only of the representatives

MOTION 76 DEVALUATION ‘br"r&ﬁ:ﬁi‘igﬁé?« LT r83 )
LI P S [P PR Lo aioe o wvica g fli'v T SRR S P I ¢
of deuty:fous lakhs of Jabourers Shet you. hava.in dustry ds alie of, the eapk,
talists but, slsa.of the.xeprenentatives ‘of the copsumers, I want fo_impress of
Government that therg are s, class of people who, are .called ' the, gonsumers. .

and their inferest is.the, interest of the cquntry. ’ I warn, them /throughi you,
I, warn the Govermnent to safeguard. the. injezest of the consumers as well a.,
of the producers, of labour equally well. . ..~ = . na ., welian o

Shri B. P. Yhunfhatwals (Bihar: General): Tt wilt bé:most-incharitablé tou
blaie the -Honourablée the Finance Minister for haﬁiﬁg’t&]{en the Qeclsmx; oij
devaluing our rupee. The circuthstances under which::he«had to devalus were
beyond his control and he could not ‘do it oﬁherwxsai:’r Ee- wasg * betrayed, 'he__«_
says, by the British. - He says that though tilk was going 'on“:about devaluation®
when he bad been:ihere in July last, they were asserting again und. again that’
they would, not devalue, Even up to the Washingtan. conferencehe did not.
lmow whether it would be devalued: even then, Sir Stafford: Cripps. up toe
the last momient weté on saying that .sterling will not-be devalued. . In the.
conference of tha Commonwealth Ministers, our Tinance Minisier says that:
those Ministets were not taken. into confidence about devaluation.

Sir, this is all right. I agree and endorse his view that he was betrayeds
by the British and by the whole of the Commonwealth Ministe:s conferénce.
But the one thing I have not been able to understand is this: Whether our-
Government and the Finance Minister did not realize in'dependent_ly what t_;he-
British and the other people would do in the circumstances. -This question
was not raised only in July last but from the time whenever it was discussed in.
this House as to how we should get back our sterling balances. ach tune
Government were asked as to what they would do if the sterling were dpvglued,;
that is what would Lappen to our sterling balances and on wnit basis we
could get our moncy from the British, the reply given was th'abrlf they devalu-
ed rhe sterling, we would deyalue the rupee. That is all nghr_. But was 1{;“
not the duty of this Government, and was it not possible for this G‘r)vernment
to think over frowv that time about the extent fg which .they woud devalue‘
the rupee and what would be the position then. Sir, if you will look to the.exbenti
to which other Members of the Commonwealth have devalued, you will find
that there are different rates and there are different basis on which they have
devalued. Sir, I do nof want_to read the whole of this extract hut it says thn.ia’
Canada has not devalued at the same rate:® Australia hag not devalued at the:
same raté: Egypt has not devalued at the same rate. Similarly, there are
so many other countries, but T will not enumerate them as I do nrot want to
take up the time of the House, by going into dhese statistics, But the poing;
which T want to make out from these statistics is that these’ Members of the
Commonwealth were aware that the British were going to devilue ‘heir sterling
and they haw thought out beforehand on what basis they could devalue their .
currencies. Si-, my cnquiry from the Honourable the Finance Minister is that
it those countries were i & position to find out the basis on which they wonld'
devalue; even when they were not takep into confidence in the Comronwenlth
Ministers’. conference how was it possible for them to devalue thieir currencies
at differsnt rates on the very’ same day? I wanf tor say that our Ministry
should have the foresight to follow the same course as other Members of the-
Commonwealth have done. ‘When as the Honourable Ministér says they were
betrayed by the British I infer that it was only India which was not taken into-
éonfidence and as such we are not. being treated propérly by the British and:
we should put in a protest against this to find out.from:the British Goverpmenty -
why ‘they did not take India into confidence while other Membe:s ‘develued: -
their currencies in this way.’ S T NN TR I B IERY B

KN | L
ol C

. -Mha offier ot which T wish té bring, fo, thé votice of oty Hyvernihent 1§
fhis. This .dovslustion was appafent, For the lagh thres er four’ years you -
will sea that there was.the'Marshall' Aid. America had givem loans to England
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snd in order to step up their production and exports, they were making pre-
poration for devaluation. 1 do pot know whether it has struck our Government
fo follow tlis sama course and to find out what we should do. So far as our
sterling balances are coucerned, 1 want to point out to our Honourable the
Finsnce Minister—this was hinted to by my honoursble friend Prof. Shah—
$hat in the sterling balsnces they have included Rs.. 68 crores worth of gold
which will amount at the present rate to be worth Re. 250 crores. In view of
“the way in which the British have treated us, is it not possible for us to re-open
the question as to how our sterling balances should be paid to us? If it is
gossible I would suggest that our Prime Minister when .he is abroad shquld take
it up ab the Prime Ministers’ level. We should be given back at least in terms
-of the present price the hard gold which they had converted into sterling.

" Apart from this Mr. Churchill has said, as he has been saying all along,
4hat they had defended India and that they should charge us the expenses
swhich they had incurred in defending this country. Our Finance Minister has

. rightly replied that if any such step is taken by him we shall resist it by all
Jmeans at our disposal. It is not a question of mere resistance. They canuot
demand from us any amount. As our Finance Minister has said every thing
has been paid for. But what I would expect from the Finance Minister is
-that we should reopen the whole question of our stérling balances and we should
.ask them to return them even at the present rate of the dollar and convert it
4nto dollar so that we can draw against these dollars in order to meet our pre-
.sent difficulties. What I mean is, I may probably be wrong, that our govern-
sment is not foreseeing as to what is going to happen tomorrow and what steps
-we should take in advance. At the last moment they come and say that this
was inevitable. The Honourable Commerce Minister said that the adverse
balance waz due to the fact that the country was divided into Hinaustan and
Pakistan and we had been importing a lot from Pakistan. Was he not aware
that the whole of the jute was being grown in Pakistan? Was it not his duty
to stop at that time all sorts of imports which were coming. He says that be-
.cause we imported those things the price levels were maintained, otherwise it
-would have been impossible.” I question it. The articles which we imported
‘had nothing to do with the common man’s requirements, the prices of which
were not maintained. They rose higher and higher. What does it matter
if the price of lipstick is reduced, or the prices of motor cars, perfumeries and
.other luxuries are reduced. This is the first point which I could make. I
wanted to talk on other things in regard to which no proper step has been
taken by the Government. We are merely moving in the air. My honour-
able friend Prof. Ranga said yesterday that Mr. Gadgil while introducing the
Damodar Valley Scheme, the Khosi Scheme and the Hirakud Dam Scheme de-
picted s golden picture. I remember that when the discussion was going oa
there were thanksgivings. It took an hour and s half in mere reciprocal
-thanksgiving. At that time I questioned myself and in 8 way asked the Chair
-whether 1 could not postpone my thanksgiving when these things are ready
.and we reap the fruits of them. There is very significant saying in our ler-
guage which means, if we have not olr own resources, if we have not

..our own money, if we have not our own intelligence to proceed with a work
-“she result is that it will ruins.

Shri Padampat Singhsnia (U.P.: General): Sir, we are debating here for
<he last two days on a very important question, namely the devaluation of the
tupee in terms of the American Dollar. In the discussion on this problem X
have heard many good speeches by honourable members, and in esch speech
the speaker had come forward with the accusation that Government was nod
able to do this or that. If some nation devalues ite own currency,” how can
any other national government stop it? Of course they can take such action
®y which they cen prevent the poverty which may come sbout due to the
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devaluation of the currency of another nation.° That is what our governmenut
has done.- -Somubody- comes forward and says that Bir Staflord Cripps has nok
taken our Finance Minister into his confidence. ' If so what does it matter?
After all they were devaluing their own currency and if they do not take out-
Finance Minister into confidence, we should have no grievance. It is for out
nation, for our Minister, for this House and the people of ‘this country to see-
if any devaluation bas been done by another country, if it is going to harm us-
and if so, how we can resist i. The point for consideration is what Governmert-
should have done or has ‘done, and not that somebody has not called us” and
consulted us. The feeling in the House and in the streets of the cities is that:
there was no other alternative Before the Government but to devalue t{heir-
money in relation to the sterling. . =

There are two angles from which to see this problem—whether there was-
any possibility of devaluing the currency or whether they have done it in the-
best interests of the country. If we take a stand that we were helpless and’
because we had no alternative mnd had to devalue, then the position is very
serious, But it is not helplessness: the Government have considered this point.
If they have to carry on trade with the world market devaluation of the money:
will be more in the interests of the country than to leave it as it was. What:
is the effect of it? Money does not barter with money. It is material that
barters with material. Instead of going into a detailed explanation, what I
suggest, our Government ought to do ig this. Before the devaluation came
about, in the world market, supposing Indian jute, other raw material or Indiam
product in ferms of payment bought a certain amount of iron, steel or manu-
factured goods from outside, the Ministry should index that figure. They should’
see that our raw material does not buy any less than what it was buying before-
the devalyation. They should see that no harm is done to the country as a whole.
‘What is necessary today is that the Ministers and the officers of Government

. should sit down and index the figures by taking as 100 the price of raw,

materials on the 17th September. In the same manner they should examine
the value of the manufactured articles which are imported into this country.
They should see whether the goods that are either exported or imported have-
to bear higher prices. Suppose I have to import certain manufactured articles
from America. For the sake of pxample let me say that for one machine
which I have to import I used to pay, in terms of raw materials, 10 maunds:
-of jute, TIf tomorrow as a result of the deyaluation I have to pay for the same-
machine by sending 15 maunds of jute then there is goverty in the country.
But if proper arrangements are made at government level and if they watch
the developments carefully and do not sleep over the matter, then I am quite-

sure that so far+as our country is concerned sve are nof going to lose anything
s a result of devaluation. |

It is again a question of how far government will be able to manage the:
affairs. We have had a long debate and various Honourable Members have
suggested that for the purpose of keeping a watch over the situation this-
Rouse should appoint s Committee. - I welcome the appointment of such a

. Committee, but I can say with all the emphasis at my command that the

appointment of a Committee will not satisfy- the man in the streef. Tt is not
the Committee which will gatisfy the man in - the street: it -is only. -the

. Government benches that can do so.- They must. come forward and assure

the man in the street ‘‘we sre your guardians and we will see that none of

- yout agricultural materials is sold in the world, market at a cheaper price” .
It _they do so I am sure there will be happiness in the country.

An Honourable Member: For textiles also, " T o
Shri Padawmpat Singhania: So far as textiles are- concerned -inany people

-do mot know: the- position. It is our manufactured article. and Government
. . ®
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L35 8hti Padmpat Singhania]

&« .-

#%av% gob to sell it ‘abroad ab’s ‘high price- and not ‘st a low prics. If the
Yovernment s going t6 sell &t a¥'a- fow price, the country is going to" lose -

" the itibney. ; 4
™™ What has happened in the world today? In.the world market, England
"§8 not in a position 10 sell its goods in competition with America. So they
““have made a bid to U.S.A. ““let us sell it at a little higher price’ because we
“éan’t otherwise maintain cur standard; instead of 1 to 4 'let us keep it at
“1°to x.”. And they have acceded to the requeSt. They have brought the
“acllap at a higher rate in terms of the. sterling. What will be the effect of that?
The Honourab'e the Finance Minister has told us that due to this England 'is
going to have more sterling accumulation in her country. How is that going
Ao affect us? I want to analyse this position. Does'devaluation mean ~that
there is going td be more production in the world, either in America or in
England? If there is going to be more production in the world, how is England
.going to benefit? It only means that for the same article which England is
. selling today in the sterling area she will earn more sterling. They have got
.every right to earn it. We cannot say that they should not do so.. But we
.ourselves. should not, 8s a result of this jugglery of the sterling, lose our raw
- materials cheaply in terms of their manufactured goods. This - is one of the
things which our Government should sit down and do immediately withoub
allowing even a single day to be lost by calling conferences and - collecting
-gtatistics within which time the raw materials of our country might be going
cut at cheap prices and foreign manufactured articles might be coming in at
high prices. That should be stopped. A . :
Pandit Lakshmi Kanta Maitra: What is the raw material the Honourable
Member is referring to? ' ‘
Shri Padampat Singhanja: Take oilseeds, jute goods...
Pandit Lakskmi Kantas Maitra: Jute goods are not raw materials.
‘Sh#i Padampat Singhania: . And we used to export cotton.
Mr. Speaker: Order, order. The Honourable Member wil! address the
Chair,; instead of carrying on ‘a conversation. s ‘ PR
. Shri Padampat Singhania: I am sorry, Sir. In regard to our raw materials
that are exported we should see what is the gquantity of raw material exported
and we should carry on with that export. . But so far as the question of earning
dollar and sterling by their sale is eoncerned, we must see that for a similar
quantity we do pot ea.'f*n less than what we have been earning ill now.

There was a complaint about our import and export policy. I am sfraid T
ses the things from quite a differunt angle. After all devaluation has donly come
since a few days. But during the last nine months, or during the last two
years—since the National Government came into power—if by mistake, and
also by providential help, our Commerce Minister has brought about Rs. 300
crores worth of extra goods into this country, I think it“was ‘a good "thing.
What was wrong in it? Thosé goods which have come would now have to be
bought .at higher prices after ‘devaluation. What then' iz the comiplaint?
.Y cannot understand why people should complain” about' the’ adverse effect of
our trade balance.” If some goodé have beex Bought and if they hdve made’s
mistake, well, they have been bonghf “and’ they have made a' mistake. The fact
remaing that we have brought the goods' slready into” this ‘country, ahd thus
ﬂsg& gome Of 6111‘ balanceg. I teee Puwe o opag u;-‘ ny £ 1 sur % esr Geld

An Honourahle Member:” They are all useless.

8hri Padampat Binghania: Tt cannot pe said @ ugeless.  For
the Commerce Minister has given a Tist 'i‘nP which l%waét%}ﬂ rge&”ctﬁat ‘they
opotein. Bg. 150 srored- worth -of food, Bs- R§-gropes worth. of tpachipery,
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. “Rs. 70 crores worth of jute, Bs 60 cr,ox_‘,esv'wozph of cotpon Afre ghése all uselegs

-goods? If the country had not got it we would have found many -pedplein the

Btrégts without cloth today. *(An” Honourdbls Member: * Question™). Tt I,
AN At e ai el e \Ar A C noer: on*'). 1t eannot
‘be'said ‘that we huve bought Worthless ‘goods. ” Certdinly, 4f in & ZOuntry’l?I(t)e

this, in the course of Rs. 500 crores worth “of imports, ‘Rs: 10 or..20° crores “of

.-extra goods' come in, they cannot be called. worthless. . They" ~bw
- to some, but may be useful for the poor people in’ the stregtsm&y._be WQ xjhlesa
. . N L] L ‘ ) "

At . e s :-‘..'l '.4‘: o
b present therek ‘a.re requt:.s that India has to be. rehabilitated by, getting a

-dollar {oan.

" Shri Ra ' o R P
Horward, B4 .Bmad‘!?.fUmtefi bﬁ_gte of Mats.y:fn): Because.;ou are not coming

Shri Padamat Singhania: The tendency in this country toddy is o)
are ready to criticize. ' My friend says “)):ou won't comey fg(;zg??.th"it gzoz’;fyi
know what he has done for this country. He will find that I have done som X
thing for this country—I have noj merely made speeches!  We do not Sx?;%ﬁ
what is the troubla of tlze man ip the street today.  Otherwige, if they would all

more cloth, our trouble will be over Mahatm i in! '
ole will b . a Gandhi was ask
:l?; px;od_ucg more c}oth_ with the charkhe.” Is there anyone whos llgi e;roeﬁ‘gxo‘;lg
that? Doing a thing is different from talking about i6. =~ = = :
1 was speaking on the dollar Joan .>F bilitation ¢
. . Ppr the rehabilitation of th 4
;Z (;Selslfcflfsag that vlw)rle gil;lhfm]g‘ gét loans from foreign countries ° bfwe 'Ico\‘:rxcl):lrl‘?i
¢ Honourable the Finance Minister and the Cabinet '
they should examine this prok i int of visw. Waey pole thut
- problem from this point of view: Whai
dollar loan mean to us today? ich we ey the
) ¥y? The dollar loan which we h i
now, if wes have to pay it back in doll 1t iitation.  would beobor
from 80 million dollars 40 millions in ?e: o% of our cwmanenlon | would become
0 n erms of our currency. The rat int
?;;ci n}:th;int' plus 13 per cent. commission amounts tc 4%yper cenz.eagfilg-eegesg
oo ne-ta Icneants a total of 8% per cent. If you are going to incur an economic
o (slagz;l- g :ﬁ: zou. gou;g m;:o ;}c}onomic subjection and remain always
the foreign loan erefore %e should weigh thi
very carefully before we deciffe to bo d b 5 bt o g mutter
for if we are nat il o A TTOW and bring greater debt on the country
pay it bakk, in order to realise it the U.S A .
'UK may have to send their armies to safeguard their interest! 'I.‘he.reafr(l)gethf

;(;;:in‘}vr]};fr;fa;;e rp;rit\;ati;:;—iflbany c‘c;yntry is & debtor and is under subjugation
‘Points, I will close my remarl 1 DCCOTS Yery serious.  Sir, with " these

. . B ‘ B
Mr. Speaker: The Honoursble Dr. 8yama Prasad Mookerjee.

* Dr. 2. 8. Destm uwkh (C. P. and Berar: . Sir, are
Mmﬁs@ers subject to the s(ame time-linfir(_;m;;s (ieeni?:}l)?. Su, e the Honourable

m. 'Speaker M ]Q() I am not Sllbul 371 &‘H n()ut&b ]

) s " ] tm y HO , ini ‘y
‘ A 1 g . 18' Mﬂﬂster w an

.H'me hmlt fIOI bhe Smlpla ]ea'r S'OD' th‘ at he 'has tO glve a lot Of u:!.fOfmai?iOn, Whjch

3::* L. Krishnasyami Bharath (Madras: General): ot necessarily
- Mir. Spesker: It depends o ive it. Bome méy benatit,
"Rencl 92 fhose who pocelve it Some may benst

may not bomegt, + F t, sume

N v s Y h Ry

o o that thers is gn intorrupti oo st T
ﬂ,“’%ﬁ'ﬂ&!?s 35 jierrupbion, ] may aleo gfate T propose to ¢all upon
e nﬁ%ﬁ%%u?l:&r"g iﬂiﬁ{g ﬂﬁ%ﬁe&k&a&#ﬁg !V'.. +fake . abous

Shel X V. Xamath (C. P., and Berar: General): mym'xiosmﬁns»m
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Mr. Speaker: No. And before the Honourable the Finance- Minister replies,
the Honourable the Pood Minister has to intervene. So the debate is practically,
olosed, so.far as the other Members are concerned. o .

The Homourable Dr. Syams Prasad Mookerjes (Minister of Industry and
Supply): -Sir, if I intervene at this stage of the debate it is not for the purposs
of ssying much on the factors which led to the devaluation because that is =&
matter which has already been dealt with by the Finance Minister, but I would
like to confine my remarks mainly to one aspect of the problem which has been
emnphasised by more speakers than one, and that is with regard to the effects
of devaluation on production in India. 8ir, yesterday and today there were
many speskers who have criticised Government, although realising thab
devaluation became almost & ‘‘Hobson’s choice’’ with the Government. It was
some comfort to find that in some matters at least we had support from sbrange
quarters—I mean my honourable friend the previous speaker who very sably
justified the large importe of eapital goods which have come to this country in

the course of the last year. ) )
So far as the effest of devaluation on production is concerned, let us remem-
ber that it is not devaluation alone but two other important factors that have
come to play during the last few months. One is our decision to restrict imports
which was announced almost a few days before the announcement of devaluation
4p.u. Which had a resultant effect on prices of commodities in Indis,
especially those commodities which were being imported in large
bulks during the last one year. Secondly, the rise in cost of production of
essential commodities in this eountry for which reason unfortunately we have
1ot been able to check the rise in the cost of living. Over and above these,

devaluation has come. i

Now, Sir, the question which has been asked by many speakers is what
steps Government proposes to take for the purpose of controlling rise in prices
in India and for the purpose of increasing production for, after all, let us not
forget that if we want to import less and export more we will have to produce
more in India. If we want to import less and at the same. time serve the
essential economic needs of the people we will have to produce more in India.
I am not going to take your time in disclosing the large number of gchemes
which Government has prepared in the course of the last two years some of
which are ready to be implemented. Now, it will be a very serious matter no$
only for the Goverrment but for the House and the country as well if several
of these schemes, as was hinted by the Prime Minister yesterday, have got to be
postponed. One of my honourable friends said in the course of the debate
today that many of these scheraes are developed in a haphazard manner. I join
jssue there. We have heard a lot about the need for greater co-ordination. I
am aware that there is room for greater co-ordination not only amongst the
different Ministries but also between the Centre and the Provinces, and if T gaay
say so between the Government and the Members of this House, and if T may
add a little further, bedween the Government and the people of this country.
In fact, I-feel more and more today that there is considerable cleavage between
the Government and the people because of lack of information on the part of
the people of the steps which Government has taken in the course of the last
two years in spite of tremendous odds and difficulties. Here, if I may say in
all humility, is a responsibilityv which Members of this House, particularly
those belonging to the grest Congress organisation, have to take upon them-
selves. (An Honourabls Member: ‘‘Has the Government got the information?’s
You have to go to the people and have got to inspire them to the needs of the
- gituation to explain to them what Government has done so that you may get the
largest possible response from the people. That gap has come into existencs.

Tet us not throw bouquets at each other and say that Government should do i¢
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should do it and you should not. - But the fact remains that the ga i8 thé
and the question is how that gap ean be filled up and people’s eut%xugizlérghg;i
be fully roused. o Co ' o

[At this stage Mr. Speaker vacated the Chair, which wa cupiod hy
A{r. Deputy-Speaker (Shri M. Ananthasayanam ’Aygdungar)i then Pwupled "

So far as Government’s schemes are concerned, I might very brieft .
to one or two schemes so that the House will be able to rglit;:el?gw&]tll?;:
Hon-lm})lemgntatlon may adversely affect the economic econditions of the counti'y :
l‘hc: House is aware that we have entered into a contract . with a Well-knowr;
Swiss firm for the manufacture of machine tools. It is a big scheme which~will
cost India nearly Rs. 15 to 18 crores. We are importing today -about
Rs. 8 crores worth machine tools. The Prime Minister pointed qpt: yesterday
and quite rightly, that this is one of the basic industries which must'dew'eiop in
this country if we are going to progress industrially. How far that scheme will
be affected now is more than what I can say because we have to settle: the
question of priorities and decide which are the schemes with which we will go
a_head. The same principle applies with regard to the production of steel
Now, after considerable efforts, we have just completed our labours. We have
got the reports of the Consultants and everything is ready. Only the sanction
has to emanate fror Government. "We are producing not even one million tons
of steel. We are importing about 200,000 tons of steel. We expect to import
perhaps double that quantity this year if we have the necessary foreign exchz?nrre :
facilities at our disposal. If we ean manufacture steel that India rbleeds n ti’le
course of the next four or five years, we save by less imports to. the tune of
nearly Rs. 80 crores per year. So this is not a matter which can be looked &t
unilaterally. Th?se are big projects which cannot be done from a cottage
industry stafpoint. In _these respects, big industries must develop in Ind?a
for the purpose of supplying the essential needs on which other industries will-
develop, which may mean the investment of two or three or four hundred crores
afitrhuigeespln-tge (fzoflin'se of the néxt few years but which will ultimately mean

thin a period of five years so much savin v i i
we may utilise for 'othei essential purposses;.g o _,a_tlua.ble forelgn exchange which

Now, ;Sir, we have another schemg jfor which the contract h i sione
and that is about the manufacture of cables, which we import ttolzl?;f l;ze?hjl%::relg :
OftaEIO'Ut'RS' 1 crore every year. If we gpend Rs. 3 crores for the purpose of :
:'}sli: e’ssshmtg lthls factory, we save that foreign ‘exchange and, supply India with
industrye.n 18, requugment on whnch erends\ the development of our telephone -

1 need not multiply these items. There are certain ot“ i ‘ i
from other Ministries, but the House will realise the possigltzar fl{fﬁﬁisﬁgggc&g:éltg!’ :
of the present economic condition in which we have been placed on our develop-
ment schemes. The present Government has been criticised a lot, because gf
its fgxlure to do what it had promised to do. But we have seen that, it is not
possible te put into effect large industrial projects unless you go through the’
c;‘))r;lerlllg;nary steps in & manner which may.not go against the. real interests of the

:rhot. N. G. Ranga: But it takes too’long a. time.

- ~The Honourable Dr. Syama Prasad Mookerjee;' My friend P 2y

h _ : rof. Rar

::hat zi:' tal.res too long & time. If he could apply his msilnd to it a.x?d det:rri‘fea';zy: |

in which it could be done more quickly, none will be,happier than myseif. 7
An Honourable Member: Give him & chance. ‘

The Honourable Dr. Syama Prasad Mookerjee: i

' - 8y jee! T have given hin

w.xth regard to the, cqttage industry. My honourable friend s%oke yelstlertcliacm:rgce

vigorously. I have 100 per cent. sympathy with him." He knows my pey;'son?i

attitude towards the need for the development of sottage industry, I do feel
. . - - ] )
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this, that not only for the f solvi i i '
ts, ! the purpose of solving our immediate problem but for
savitx)ig India from the disaster which is bound to come due to R(?{,‘]'M and s\cmmr;:e
E;pir;zzzignzﬁxs;tslg out olf gl?e development of big industries—development in
aaner~—Indin must have a well-planncd scheme for the develop-
x‘;eut gfdcottnge -mdust-ngs. B\}t You eannot centralise cottage industries. {',opu
Im!;;!o A g?;?g cottage industries by orders issued from the Governwment of
In tﬁa: A olhl. 1t must come from the bottors Tt must be organised in a wny
e ;T b!;u;{ﬂ:e?;:h t:he :,ntlﬁdg and hearts of the people in the rural areas, anid
! attract the articans and the poorer people who were th pride
(t)lf: gxgymbxxent:gggré (;vl’xo:e talents have now déeayed or disappeared and thsypm;s
mto a new economic structure of which India mav well
fii 1;;‘01'51{]1 bNow, the Cottage Industry Board was created about a vear ngeo.
.o eI lggest cottage quustnes, ag vou know, in this countrv is  the
lnokinwilr?bo 1;hus§ry. 1 appointed a Special Commities for the fyurpose of
g @ Iuture of the handloom industrv and whom eowdd I think of to

become the Chairman of that Committee than n ¥ honourable friend Prof. Ranga’

himsgelf? Now_  Sir, T am not W'amiug hi i i
! , I, g2 him either. He has siven me
;';epr:rfl tHe hashglven me one report it forty eight resolutions and I }?a]veog:db
ne esgi :: t:t‘x;1 .t:heSe forty eight resolutions which he has passed. Oune practf::al
o hgx%h io whic! hhe has made is that I should give him one erore of rupecs,
et ;:)\J?_e daa not been possible for me to give. I have not been able to
bersuag Iakiy‘ rlei}n‘ Dr, Matth‘ax %o give me one crore, but I persuaded him to give
Pt xif \:_ ich 1 have_ placed at the disposal of Prof. Ranga and he has yot
P b]ae;;‘mg fpr advising me as how that sum of ten lakhs is to be spent.
i oudytn Islxlxg hngate He may have bundred and one difficulties for deciding
ho e amens & 1 of ten lakhs has to be spent, but 1 expected yesterday when
oty o 8 e so eloquently on cottage industries that he should at least be
e 8nd $o the Government and say that with regard to one aspeet of

cottage industry I have d i i
difficulties of uyvital natur?ended o im e on B slove. Bt there wre

Acharys J. B. Kripalani (U.P.: General): What hav

cotf.?hgf gdustry from the c(';r(npetition of mi}ll indkixstrgg ® you dono 1o protest
e 1 gnoura.hle Dr. Syama Prasad Mookerjee: I am glad Shri Acharya
N p ﬁr:‘x 1as raised & very important point which I was myself going to raise.

OW, this 18 & serious matter which the .srest of the country has to consider. 1f
Iy;u wan: to dupend pn products of cottage industries and small industries, you
t‘ By res assured that in many cames for some time at least the cost of produc.
ion will be higher than what mill-made products will give you today, which
n,)eans the consumers such .as my friend Shri Biswanath Das who spoke
mmféiltly have to be sacrificed to some extent at any rate.
arys J. B. Kripalani: When you protect mill industry, against foreign
tompetition, do you think of the consumer? What is wanted is that you give

the same protection to cottage i gai ill i
I . ge induatry as againgt the mill indust
lo_mill mg,usbry ageainst foreign competition.g UEy B8 you e

p ‘.!I‘hod .ﬂmo‘nnuo.m. Syama Prasad Mookerj8e: Tle best thing that I can
tt{ n discussing this very controversial and important question is, I can hava
sgq Brgpt:essntativa! of gconsumers—oue Shri Acharya Kripalani and one
h ;:f_lb‘}\ an(}th Dus, %0 that between themselves they can advise Government
tg arixt t'g:!l ba desirable on the part of Government deliberately ‘o cut down
(ipecg:x l;cguo&oti} mitls aud qf_factorifss fot the purpasy of artificially keeping
uonsumegi,'s. ‘dtries abd smrll industries evett at the cost of the interests of the

Some Honourable Membars:

The Honourabls Dr,
wbsurg

Absurd |

Byamsa Prasad Mookerjes: 1 sin nobo savins it L
o s D : ® saving it
lggg ecouomic¢ problem has to by faced by Indis end I see 10 reabo]zf
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why for a stated period of time India, who could subsidise mill-made industries
for the purpose of saving them from the onslaught of forelgn goods, ahould not
evolve 8 national scheme of subsidy for small industries so that these industries

.als7 may have time to develop and occupy their appropriate place in the esono-
Imy of the country. (Interruption.) I think the best thing is for my Ariend the

interruptor vo speak after me and nof to interrupt me so many times. (4a
Honourable Member: “‘He has np chance now.'’) The best thing would be for us
to settle ns to how exactly we want to develop the economy ol the country,
We are passing through s crisis. We camnnot do anything which will result
in dropping down of the production. We cannot do anything which will
result i raising the cost of production. At the same time, what we want
is that there should be a co-ordinated expansion of small industries, so thet
one may supplement the other for the time being and graduslly Perhaps replacs
gome of the larger industries and add to the wealth and prosperity of India,

Here some proposals had been mpade which we have circulated to the

 provinces. I am expecting that several of the provinces will be able to come
" forward and go ahead with some of the schemes that we have suggested to them.

We sent two of our representatives to Japan. They have come back with verv .-
usetul suggestions. There is a demand from many provinces. I myself went
to U.P. (Lucknow) about a fortnight sgo and T found that under the leadership
of Pantji they are ®e-organising their activities for the purpose of revitalizing
cottage industries in some important respeets. I have promised all possible
support from the Government of India in the matter of supply of raw materials
or in the matter of supply of necesssrv tools and machines, so that their pro-
duction may be able to keep pace with the needs and requirements of the
people. Byt here one difficulty which' arises is in connection with marketing
and quality of production. In fact this morning we were discussing about ons
industry in which my friends from the Bouth will be interested—the carpet
industry—the quality of catpets going abroad is oxtremely bad. The result has
heen that in the course of the last two years we have lost a lot of our exports.
Now, if we want to standardise production, then perhaps it may be possible
for us to raise the quality and recapture the foreifn market, In fact, I have
been told, that in this matter if proper steps are taken by Government, then
it may be possible for us to earn dollars to tha extent of one to twa millions in
the eourse of 8 few months, These are, matters on which we want to lav special
attention. We would like first to develop those cotiage industries which have
an exporbable market. If we pay special attention to thedl and if my friend
the Finance Minister makes it possible for us to develop this aspect—of course,
it will help him also very soon—then I am sure Jhat we will be sble to do some-
thing which may not be of immediate benefit to the consumers in India but
which wi'l have & direct bearing on the devaluation proposals which we are now
discussing. Now, so far as the cost of praduction is concerned, that is rather
a serious matter. What is happehing today? World prices are going down,
but our,prices are going up. We are lasing our export arkets and our con-
sumers are suffering. Tt is not as if we are ignoving the interests of the eon-
The consumers are present al every meeting. at every bowrd of con.

sUMers,
ference. But this js a matter which we have to decide from a much wider
standpoint. It is a matter where eapitalists like Mr. Binghania will comse in.

Tt §s 8 matter where leaders of labour will come in. The capitalists say that
the demand for increased wages is going up and productivity is going down and
therefore we cannot push down the cost of produgtion. TLabour says that the
profits’ that capitalists are making are too much and there is no reason why it
should not have its pound of flesh and why capitalists should not be prepared
to muke more sacrifices. The result is the consumers’ inferests are being
sacrificed. s s g S

. o T S .
an Hongupsble Membep: What about the gost of living?
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The Honourable Dr. Syama Prasad Mookerjee: Yes, the cost of living also
goes. up along with rise in the cost of produection of egsential goods. The Honour-
able the-Finance Minister announcetf that it should be possible for us to reduce
‘the.eost of essential commodities by at least ten per cent. Now, here the question
of recucing the food prices assumes considerable importance. My friend Prof.
Ranya wants that the cost of production must be brought down, but the culti.

- vators must get more than what they get now. Even Sreemati Renuka Ray when
she spoke eloquently this morning, said, *“whatever you may do to reduce the
prices, you inust net reduce the price at which foodgrains are being procured from
the cultivator.”” Tt labour says, you must not reduce wages, if the capitalists say
you must fiot reduce profits, and the produter says you must not reduce what
‘e gets for his produce, then by which standard, or by what method is the Gov-
-erhment going to reduce the cost of production of the essential commodities?
Now, the cost of distribution will have to be reduced. I agree entirely that it
is possible for us to reduce the cost of distribution. But at the same time,
there should be some proportionate reduction not only in:the profits of trade,
but of industry and producers also. -If there is simultaneougs reduction in the
price of essential commodities, then we can combine all the different elements

to face the sacrifice and thus create, an atmosphere which will result in & re-
‘duction.of the cost of living. - o :

"~ An Honourable Member: Did you advise the Managements to cut down their
costs by 15 per cent? - -

- - The Honourable Dr. Syama Prasad Mookerjee: That may be cne of - the
suggestions which the advisory committee to be appointed here will 1vake to
Gcevernment., o A

-. " Now, the point to-day is, if' we want more production, there mrust be more
activity in trade, business and industry. That is a vital matter. How to create
that atmosphere? We may go on abusing - each other Government may
accuse employers. “The employers may accuse labour. Labour may accuse
both employers and Government, and the consumers may accuse all the three.
But that will not lead to any solution. If we are facing a crisis, if we do feel
that the real solution lies in the best utilisation of our raw materials for the
purpose of producing and producing at a cheaper rate so that we may serve
the interests of the consumers as well as capture even the export markets, if
we feel that to be our goal, then it myst be left to the representatives of all

thse three units to sit together and evolve a scheme for that purpose and to
bring about its early implementation, T

Sir, criticisms have been made againgt Government.

. ) I am well aware of
the shortcomings of the Goverrment.

We are grappling with a problera which
is not entirely of our creation. It has been handed over to us from the past.
But wa cannot take shelter under that plea. Take the Pakistan question. I
am not geine into the details of the situation which has been created out of
the attitude taken by Pakistan. But I do feel convinced that the sooner India
is able to stand on her own legs and free herself from being dominated by the
economy of Pakistan, the better will it be for India. If we go on ru;ming
after Pakistan and ask for the blessings of Pakistan, India cannot prosper, and
you can take it from me, Pakistan will never be your ally or friead if you take
that uttitude. Tt is not as if we are declaring an economic war or acfopting a
hostile attitude. But if vou ean make Pakistan feel that you can grow those
raw materiale in which she thinks Tndia is dependent on Pakistan, then the
tables will be turned on Prkistan.  Criticism was made and the question was
asked. *“What hus government done with regard to jute?” Here ut least. some
eredit will be given to the Agricultural Ministry for the steps that that Ministry
hag taken in the last one year or two for the increased production of jute. To-
g&z we have got some 28 lakhs bales ang it may come up ‘to 30 lakhs, The
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‘;arieties we s.re producing may not be exactly those varie.ties we importi'from
Pakistan, But our experts are here and with the co-operation of the prow]nce;s,
1 have not the least doubt that within three vears, India will become completels
independent of Pakistan so far as jute is concerned, ‘

‘ otton ig concerned,.no doubt, the difficulty-is there. B.ut i
Pak?;)tafgrdg:scnot 't'-aki our cloth, even if we do not get cotton from Paklstfm
we shall have to utilise cur ewn cotton, and if necessary we shall have to gr (1‘;
more cotton here. What do we want? We want that India must be self
sufficient .in the matter of food grains. India must be self sufficient in jute.
She must be relf-sufficient in totton, and in so many other agricultural com-
modities which we want. But T.ask you, in all seriousness, is this 1\'\3(§thle O,Y
feasible? Now, the demand has come from every quarter t_hnt' by 1951 we
should be completely self-sufficient with regard to foodgrains. At the same
time we must be self-sufficient with recard to the two v1tal. agricultural e fn-
modities, namely, jute and cofton. Here we must cousider the wnatier
eautiously and carefully, and even if it is necessary for o few yeers to pet a
certain amount of food grains from foreign cou}ltrles, provided we are succesa-
ful in growing other agricultural produces which we can_export «nd thereb:v
earn valuable foreign exchange, we need not be necessarilv swayed by senfi.
mental considerations.

I agree that the time has come when the entire economic structure of the
country has got to be surveyed. But it is not the Government of India alone
that is concerned. There must be the closest possible co-ordination between
the Government of India and the Provincial Governments. After all, what is
the Government of India without the provinces? If we can all work together
and move together, swaved by the one supreme eonsideratxon: namely, tq maoke
our counfry as self-sufficient as possible in essential commodities, and to make
her rich and wealthy for the purpose of exporting things which the rest of the
world wants, then surely, we will be able to enjoy effectively the political free-
dom that we have got. For that purpose, thel.'e must be general contentment
and an stmosphere of stability in the country. ° It pains me to find that from
this House. We hear only critigism and abuses. Criticism there raust be. 1
am not afraid of eriticisms. But at the same time, let us all be fully aware of
the supreme responsibility which rgsts on everv one of us, not only on those
occupying the Treasury Benches—my friend Prof. Ranga may occupy my chair
and I shall be quite happy to occuny his chair and address the Ministry of
which he will be an ornament. But this is a responsibility which all of us
must share together. And let it not he fgreotten that vou -represent here a
party which has wrung political freedom from foreien masters. It will be for
the members of this great political organisation to go out to the country and
explain to the people who are deliberatelv béineg misled and miseuided. They
should be told what the magn#tude of the problem is. Thev must also be
told what are the general essential featureq of the economic policy of Govern-
ment which it is incumbent upon the pennle of the country to lend their
support to. T hope, Sir, that after” the Honourable the Finance Minister has
spoken, the House will be willing to give its fullest support and co-operation
to the government so that we can go ahead for the purpose of reaching our goal.

The Honourable Shri Jairamdas Doulatram (Minister of Food and Agricul-
ture): Sir, T feel a certain hesitation in taking up the time of the House at
the verv fag end of the day when the Honouthble the Finance Minister is to
still follow and reply to the debate. PBnt if the House gives e the indulgence,
T pronose to detain it for about ten or fifteen minutes, I had promised vester-
dav to deal with certain statistics which v friend My, Sidhva had Placed
before the House, But before I refer to them T think it neeessary to deal
with somg of the other agd larger asvects of the food suucstion which have
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come up before the House. I want to state categorically and definitely—let
therc be no mistake about it—that there is no difference of opinion between the
House and the Government with regard to curtailing the import of food to
the maximum extent possible and ending the import of food at the earliest
possible date irrespective of the target dale of 1951 which was fixed early
this year. How this has to be achieved, in what stages it is to be achieved
and through what means it hag to be achieved are matters which, as the
Honourable the Prime Minister indicated, have to be carefully considered. But
let us all feel that our approach to that problem is the same, that our rea.
lisatiun of the difficulties facing the Government is commonly shared and that
we are i agreement as to the methods of dealing with those difficulties. I
can asstre you that it is wholly & wrong impression that the Central Govern-
ment makes certain calculations of the total population of the country sitting
here in Delhi and makes certain calculations of the total production in the
country and then with a desire to import as much food as possible gives out
orders for import of food. T can assure you that the Central Government puts
up & most strenuous resistance to the demands of the provincial Governments
for help in tuc matter of food from the Central Government. I propose to take
you into confidence as to the demands which the provinces made on the Centre
and what the Centre ultimately gave the provinees in spite of the difficulties
which some provinces had to face on, account of scarcily conditions prevail-
ing there. ,

Sir, Mr. Sidhva mentioned yesterday that in 1947-48 the provinces and the
States required four and odd million tons of food stuffs and that the Central
Government imported only 28 lakhs tons. Bir, what does that show? I
shows that the Central Government is as keen as anybody can be to r:duce
the burden on the country consequent upon the investment of large funds in
.food imports and the large subsidies which had to be given to provinces. Even
in 1949, when Bombay was faced with famine conditions in Gujarat and wken
floods washed away ecrops in parts of the United Provinces and in Bihar and
when cyclone blew from Bombay right across to the Central Provinces and
spoilad the jowar crop, after taking into account all possible local procurcinent,
we had to face a demand to import 60 lakhs of tons. We resisted that demsnd
and forced the provinces to cut down to the minimum their needs. Thus
Bengal, and the eity of Calcutta, where we have got highly inflammable lubcur,
had t» be content with ¥ ration of 9 oz. a day. We cut down the import with
the sanctior of the Cabinet to only 40 lakhs tons. These forty lakhs tons the
Food Ministry further cut down to 86 lakhs by spruning here and there. When
Madras—T hope my friends will forgive me—put up a demand for 7,60,000 tons
we gave them only four lakhs. When famine-striken Bombay which had to
tuke the burden of Baroda and Kolahpur asked us for 14,86,000 tons we
gave them only ten lakhs. From Greater Rsjasthan the demand came for
4,00,000 tons and we gave them only 1,883,000 tons. This was the case with
every province. We cut down their demands radically including the demand

“from the Defence Services which wanted 1,50,000 tons and we guve them

1,838,000 tons. Thus, against a total demand for 60,00,000 lakhs trns, by
methodical spruning we supplied ultimately about 40,00,000. We further
watched the procurement programme from.day to day and decreased even that
quota. We thanked Bombay for exceeding its own production target snd to that
extent reduced the supply to them. We are as keen as #»nybody in the
country to lighten the burden on the people and lighten also the Lurden on
ourselves so that we may be able to spare more money for development-
projects. ;

Then there is other point regarding stutistics. There may be s possibility
in another place of a detsiled discussion on these statistics. But on this
oceasion I propose to deal with one or two references just to illustrate that
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these statistics need to be interpreted against -a certain baquround. lWlthi
out that background it is not possible to interpret the statistics propery. i
fully realise that this is not the forum where we can resol\{e bhgse doubt‘b. a‘n
disputes. Therefore I propose to invite Mr. Sidhva and with him any fneg‘ds
who are interested in Agnculture and Food statistics for a prehmu)‘aly is-
cussion as to how these statistics are prepared and what they mean. After that,
if they require a further examination of the statistics 1 would welcome that
oppurtunity also. . .

I will here give one or two illustration as to how we are liable to n_nsmterpreb
the statistics. Take the stotistics supplied by the Ministry of Agriculture to
which my honourable friend Mr® Sidhva referred. He said thad the Ministry
of Agricﬁlture sent s delegation to the Ooty conference }vhere_y\'e. bhad the
ECAFE meeting and that the delegation gave the populatlon.of‘ Iudia a8 34,'7
millions. Mr. Sidhva said that despite the fact that the Census Commissioper s
figure was 837 millions, we gave the Conference a higher figure. 1 think it is
very improper and wholly inexcuggble for any Governmnent and for any Ministry
which has got the Census Comumissioner’s figures to give any other figure. So
long as that figure was there no Ministry could use any other figure. 8ir, when
we attended the FCAFE conference itewas June 1948. In June 1948 the
Census Commissioner had prepared no figures ag to the populapwn of
Inwa in 1948, We had a regular enumeration of the population in 1941.
There was no estimate by the Census Commissioner of the population of India
in 1948 with us until a vear after the BCAFE meeting in June 1948. That
means that when the Ministry of Agriculture was asked to prepare for discussion
at Ooly a rough estimate of the agricultural and industrial needs of the people
of India and their requirements in the matter of food, cloth, ete., we bhad to
work out a figure in the absence of regular census figures.

Shri R. K. Sidhva: I have got the census figure with me in Paper No.’2 of
1949 published by the Commissioner of Census who estimates for 1948 a total
pepulation of 337 millions. -

The Honourable Shri Jairamdas Doulatram:  That was published in the
year 1949, almost s year after the ECAFE session at Ooty. The =stimates
which we prepared about our poptlation were prepared in the same mauner as
probably all countries had to prepare. Obviously the officials worked on some
principle, a sound sciemtific principle. I wiil explain that principle. We
found that between the years 1931 and 1941 the populagion in our eountry had
progressed at a certain rate from year by year. On the basis of that progress,
working out the average increase per yesr and assuming that the conditions
continued to be normal, we estimated the population for the succeeding years.
Our estimate was a tentative one. And for what purpose did we make that
estimate? It was not for the purpose of estimating our ration commitments
and fixing the quantities of food to be imported. The Ministry of Agriculture
discussing problems at Qoty as tb what were the agricultural and industrial re-
quirements of the growing populstion of India drew up g programme for several
years. That wag not the basis of oug calculating our rationing commitments in
Iudia and our import programme for 1948, How do we arrive at our ccmmit-
meuts for procurement and tetioning and imports? We invite provincial repre-
sentatives to meet us in Delhi. Sitting in Delhi, we do not calculate the total

" pepulation and production and the possible smount of foodgrains which each

person takes and then decide that this much should be procured and this much
shoyld bs imported. We ask the k‘Erovincial government representatives what
they bave got ag carry-over from the previous year, what stocks of food they
have got at the commencement of the year. What is the actual rationed popula-
tion? How many persons are you actually feeding today. How many ration
cards have been issued? What has been the off-take from the ration shops in
your provinee during the last.yoar? Are you going to increase your rationing
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commitments? How many peaple will be covered by your rationing Ppro-
car? What is the procurement which you were able
to secure last year, and how much do you expect to procure this year? Then
we make our ealeulation and find out what can be locally procured and what
the total deficit is. . We try to cut our imports to the minimum possible figure
and evel after that we try to reduce it still further in the course of the year.

shri R. K, Sidhva: What is the rationed populétion?
The Honourable Shri Jairamdas Doulatram: It varieg from year to year.

grarmme for the coming ¥y

Mr. Sidhva gave the statistics issued by the Commerce Ministry in 1948 and

snid that 22 lakhs tons were being used for rationing, but he forgos to mentipn
that that doee not include the people who were being issued rations from relief
quota shops as was put down in a footnote. Not only that. That was the year
of decontrol. In 1948 we had minimum rationing.

Shri R. K. Sidhva rose— .

The Honourable Shri Jairamdas Doulatram: I am prepared fo raeet Mr.
Sidhva and any other friends who are interested in this subject for a full dis-
cussion.  So far as this House is concerned, I may take more time and give
another illustration of misinterpretation of statistics. :

Mr. Deputy-Speaker: This is not a general food debate. This is a debate
on devaluation which affects various departments of government and £o there
is no need to go into details.

'The Honourable Shri Jairamdas Doulatram: I agree that the point raised by
Mr. Sidhva is certainly very important. If the country is surplus in food, then
there is not‘only no question of import, bub the question arises whether we
ought to have any food control. In regard to a commodity in which we are
surpluy it-is not reasonable to have control. We decontrolled in 1947. After
the first five or six months there was a steady rise in prices. If a commodity is
in short supply, normally there is a rise in prices. ~Where o commodity, ig in
surplus, prices are low. In C.P. the prices of certain grains are low, because
they are surplus there. In the Punjab there are certain other grains which are
surplus and so the prices of those grains are low there. The price of grainse
which are in short supply in any part of India is always high in that area. ‘What
1 suggest is that Mr. Sidhva and myself and also any other members who are
interested .should meet and personally discuss these statistics. I do not stand
on any prestige. If thers are any mistakes in the method of calculation, or
the basis of calculation, we should certainly revise it, because I do not want
that any mistaken calculation should burden the country and the government
{rensury with heavy expense and subsidy. I may assure the House thab the
maximurmn care is taken in assessing the quantity that we should import on
the hasis of the actual extent of rationed population irrespective of the total
population of the country, ° .

The Honourable Dr. John Matthai (Minister of Finance): The very inform.
ing and very useful debate that we have had on the motion has, I am sure,
given Government a great deal of food for thought. Many suggestions have
been made which 1 have been thunkful to find are very largely in accordance
with Government’s own ideas on the problems which devaluation has thrown
up, and I have no doubt in my mind that, when we set up a suitable machinery
for bringirg about increased possibilities of consultation between the Govern-
ment and Parliament in these matters, we should be able to push thingg forward
to a satisfactoty stage. I am glad that my honourable colleagues, the Ministers
of Food. Industries und Supply and Commerce, have been able to participate
in this Jdebute. because most of those issues which, have been raised in the
enurse of the debate are issues which are concerned with the Ministries which
they represent and they are naturally able to speak with fuller knowledge abouy

1
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. tation is really the most vital quest ] 4
"1 think of thg economic problems with which the country is faced today, the
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them. I wish in the little time that I have at my disposal this evening to
confing myself to certain broad considerations which hpnourable members have
raigsed in the course of the discussion. . I am fully in agreement with the
suggesticn made by various honourable speakers that what we need tod_ax at
the stage that we have reached is not s0 much more proposal.s.as more willing-
ness, ability and readiness to inplenient proposals., The question of implemen-
;on that we have to face today. The r ore

more I feel that at bottom they are not rgally economic ptoblgms in .the sense
of technical economics, but they are real’y problems of administration. You
look at any of these problems which are -causing us worry and :gr}xlety in
these days You will find that deep down they resolve themselves into pro-
blems of efficient and honest administration. {Hear, hear). Wha.t we are up
against today is the gradual slowing down—I had almost said breskdown—
of our administrative system, a gradual disintegration just s the
poing  where the administrativ® = system conies into direct contact with
the masses of our country. That really is the problem before us,
and T feel that if we are to make a’ better contribution than we have been able
to do so far, what is required is not intellectural analysis or more planning of
big things. What is required today is to settle down to the drudgery of good,
honest administration. (Hear, hear). Now the. question of administration
is bound up very closely with another idea which hag been suggested by
several honourable speakers, viz., the id€a of co-ordination. When honourable
members speak of co-ordination, they are thinking apparently only of Govern-
ment at the highest level that we here represent. 1 beg to suggest to the
Hous> that from the point of view of co-ordination, what is more important is
co-operatien at a much lower level than the level that we represent. If my
proposition 18 correct that we are up -against inability to cope with its tasks on
the part of administration at the point where the administration c¢mes into

. contact with the people. It seems to me that more co-ordination is required

&t the distant end of our administration than here.

Ag far as the Centre is concerned, there has been a suggestion made
from various quarters of the House that what we seem to be suffering
from, as far as the Central / Government  is - concerned, is a lack
of co-ordination between the ' vawious , Ministries. For some months now
we have been working with an Economic Commiétee of the Cabinet
in which all the Ministers who are concerned with the economic side
of administration meet often, sometimes twice a week, to consider jointly the
economic problems that affect them all. Aed since I am, perhaps, very
directly concerned with the working of that Committes, I think I have some

- right to say that we have made a certain measurable degree of progress in the

matter of co-ordination at the Centre. . But as my honourable friend
Dr. Syama Prasad mentioned, f})e question of co-ordination is equally impor-
tant as between the Centre and the provinces. Some of our greatest difficul-
ties arise from the fact that understhe kind of constitutional system under
whick we are working today, policy is laid down by the Centre; but the exe-
cution of the poliev is in the hands of Provincial Governments. If there is

.- not enough co-ordination, if there is not sufficient. attempt on the part of the

two agencies of Government to get ‘together and work out their problems
jointly, we shall not be able to make the progress that we all desire. I do
hope in the days which are immediately shead ©f us, as soon as the Consti-
tution has come .into force, we probably shall have at our disposal a more
effective. machinery for -this purpose. o :

. Sir, in thé sbeech which I made on the ‘motion before the House I placed
before honourable Members,the programme that Governm.ent have in mingd in
order fo meet the difficulties created by devaluation. It ['may take tha most
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important of the difficulties that we have to face, the most important direc-
tions in which Government have to move, I woud mention three particularly.
The first is that there is a great call on us all today to bring about economy in
public expenditure. There is probably no concrete step which is better cal-
culated to meet: the difficulties created by devaluation than a leveiling down
of public expenditure. I placed some proposais before the House yesterday
about which there seemed to be a certain degree of lurking scepticism ipy
verious quarters of the House. We are keen about it: we are earnest about
i, What I said in my speech was that during the current year, we aimed
at making a total saving under revenue and capital, put together, of approxi-
mately Rs. 40 crores. I was asked what percentages this meant, that is to
say an analysis of the items of expenditure under which we are hoping to
make this saving. I do not want to weary the House with the details of this
objettive, this target, that we have. Bub I am satisfied that we are going
to make a better saving than we expected o do on the basig of the Economy
Committee’s proposals. ‘

I hope on the revenue side we should be able to make a saving of some-
whero about six to seven crores during the current year, as compared with
about three and a half crores suggested by the Economy Corhmittee. The
rest will be under capital expenditure. As for next year (1950-51) what I
said was that we would try and get a saving of at least twice the saving that
wo propose to achieve during the current year. That I would put forward as.

_our minimum.

The difficulty about our revenue expenditure is that the three chief main

items of expenditure today are defence, relief and rehabilitation and food subsi-
dies. They are not items of experditure that lend themselves to saving in the

sense in which the House contemplates it. These are bound up with big issues -

over which as a humble Finance Minister I have not very much control, nor do
I believe have the Cabinet as a whole the control that they would like to have.
Unless we are able to bring about substantial reduction under these items, we
should not be able to makes any perceptible difference in the present difficult
position in which we are placed. If you take civil expenditure, that is to say,
leaving out standing items, such as interest charges and sc on, the scope for
reduction out of the Rs. 822 crores that constitute our whole budget, is a great
dea] less than honourable Members realide. I have gone into this question
with & great deal of interest and I believe that the target that I have attempted
to place before the House, in the ecircumstances, must be regarded as a mode-
rate and reasonable target.

The other factor which I think we have got to keep particularly in mind
is to reduce the price level, if possible to bring it down. Some honourable
Members rightly referred to the fact that in spite of all the anti-inflationary
measures adopted by Government there has been no perceptible reduction in
the price level. That is a correct statement to make. During the Budget de-
bate T was rash enough to commit myself to s statement that I expected thab
from April or May onwards there would:-be a gradual reduction in the prices of
essential things. For about six weeks after I made that statement my pro-
phecy szemed to work and then a different trend appeared. I have been
watching the situation very carefully. The real position is this. If you take
‘food-stuffs’ the most essential part of the elements that constitute the price in-
dex, it is perhaps true that there has been no perceptible reduction. But if
vou take food-grains oub of that lot, you will find, if you compare it with
October 19048 when our anti-inflationary programme was put into operation,
there has been quite a considerable reduction, especially in wheat and bajra.
You will find that the reduction in wheat has been quite considerable. When
"1 made this forecast last April the House will remember what I had in mind

[6ra Ocr. 1949.

approval of the Deputy Prime Minister to make a very early announcemegnt of
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was that as the procurement prograrame of Government in respect of food-

' in March and
‘ ins begins to make progress, and 8s the new harvest comes in Ms
) ir;:-ﬁ? theg result of these two factors would be a gradual lowering of prices. As

i ains, particularly wheat, are concerned, I submit to the House thaé
tf]z;: ?r;;;(sjigéon Wlll)ich I thezy; placed before the House has not proved untf‘u.e-
Now we must keep in mind the importance of Keeping prices down as tay t‘;
possible in order to obviate the evil effects of devaluation and I have no dou
that with the co-operation ef the interests concerned, we should be able ‘ta
make some progress with that proposal which I have placed before the House.

' hi oint I think that we have got to keep in mind, to Yvhlch my
hongﬁfaglgng‘ignd Dr. Syama Prasad has referred, is the question of mcreasmgf
the - productive capacity of the country. That‘, of course, goes,fo‘the. r.ov;t o
all the problems with which we are faced, and in t.he circumstances in whie . w 3
are placed, I have no doubt that all the agencies of Government concerne
with production would do their®best to meet this difficult sitnation.

: fect that
estions have been made by lkonourable Members to the effect ‘
theriqggo;ld be a suitable machinery which would enable Government to take

e i i 3 ;0 that the proposals
ko8 o their confidence representative elements of the House so that the f
5 :'l}t]?ch (érlc')vernment have in hand might be formulated and might be implemen-

/i ir assistance. (overnment® have decided to appoint a Committee
tf?)c: t‘rit;hp‘fﬁ;gs:, an ad hoc committee, for the purpose of considering what mﬁa-
sures should be taken to meet the problems created b\ devaluation and alsr)
to determine whether adequate progress is being made in the matter of Hlnpt ﬁ-
menting sthese proposals from time.to time. Government have accePtf( the
proposal made by honourable Members to that effect and T hope, with e

the composition and terms of reference to the (ommittee.

There are just one or two other matters that T want {o refer to. T.hc:re
has been a great deal of reference during the debate to the question of. (;.»m 1le—
lation to sterling. Although honéurable Menibers, llke Prof. R'anga.,'“'ele ptl‘e-
pared to admit that formally now there is no such thing as a link between l‘di
rupee and the sterling, circumstances are Such that thoge appears to be z;l }1’11
which we are not able to get away from: and I have'no d’oubt that what etz t]as
at the back of his mind is since all tln§ trouble arises from the fact thah- 113
greater part of our trade is with the sterling awea, it is necessary that we & 'mrlt.
reorganize cur trade in such a manner that the sterling area will not dOI}]{l’tl te
our ?'oreion trade to the extent that it does now. The difficulty about‘ that is
this. As Pandit Thakurdas Bhargava said in his speech yestevday, )0}1 ean-
not get away overnight from the commitments which history has made for us.
It isn a very difficult thing to build up trade connections. T"o is o fairly easy
thing” to déstroy them. Rightly or svrongly, for purely accidental reasons or
by historical developments, it so happens today that most of our trade eol;rmec-
tions are with the countries in the sterlmg_area, and T think it wm?ld. he -'K
mistake from the point of view of our own interests to do anything which wi

" destrcy these longstanding trade connections which are of very great help to

. 'What we might do in order to achieve the _kind  of okjec-
‘tl;ve that hongurablge Members h?ve in mmhl, is not to redtéceb ?r
to destroy the trade connections which we have in the. s.terlmg area, bu . 0
build up ‘new connections in other areas, so that the existing trade connections
that we have in the sterling area would not be 80 large a proportion of our
total foreign *trade. That is really the direction in which we ought to move
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_ There is one other point I want to raise. That is a point which Mr, Munshi
mentioned that the one circumstance which seems to stand in the way of in-
creasing production in the country, of helping progress on saving and invest-
ment, is-the way in which the Income-tax administration of the country is do-
ing its job. I have been in very close touch with the subject because of repre-
- gentations I have had from various quarters, snd my own feeling ia~that the
officers of our Income-tax administration department, engaged as they are n an
extremely thankless job, are trying to do their best in order to bring ahout a
better tradition in this matter. 1 have for sometime felt that one of the dith-
culties of our Income-tax administration is that we have ot yet been able to
_establish anythigg like @ satisfactory liaison between the Income-tax adminis-
tration and the public with whom that administration deals. In other ccuntries,
I think there has been a great deal of development by research in the matier
of cultivating satisfactory relations between those who collect income-tax and,
those who pay it. It is one of my objects at present in regard to the question
of income-tax thay we should have some kind of organization which will give
our officers in the Income-tax department the right attitude with regard to the
question of dealing with the public. ‘

[6ra Ocr. 1949

As far as the general policy of Government with regard to income-tax s’

concerned. as I have said more than once in recent months, I will sum up our

policy briefly in these terms: The policy of Government is as soon as apportu- -

nity offers itself to bring down direct taxation to a more reasonsble level. [
have often expressed my own view, which I have no hesitation in expressing
again, that the present levels of taxation which have come so to speak as a pro-
jection from war times are levels which are uneconomical from the country’s
point of view, and if it is possible, I propose to do something to bring that down.
That is one aspect of our income-tax policy. The other aspect is, if you are
able to bring down the level of taxation to limits which are manageable from an
econcmical point of view, then 1 think it is the Government’s job to see that
every pie of the revenue due fo Government is collected promptly and efective-

iy.
’ That lo my mind constitutes the twolold policy of Government with regavd
to income-tax. That is as far as T can go in the matter. :

I' am groteful to the House for. their ‘appreciation of the stand which Gov-
ernment has taken in this yoatter of devaluation.
Mr. Deputy-Speaker: I shall now put Prof. K. T. Shah’s amendment to the

House.
‘The question i8:
«“That for the original motion, the following be substituted :

“This Assembly, having considered the situatiop arising out of the devaluation of the
yupee in terms of gold, reeords its profound regrot and dissatistaction with the

sudden, sharp, and wholly unwarranted devaluation in the exchange value of

thg rupee in terms of gold, and calls upon Government immediately and finally
t0 sever any remaining link with the pound sterling; forthwith to adopt adl
possible messures to maintain the purchasing power and exchange value of the
sccumulated resources of India, knewn as the Sterling Balances, without any
depreciation in terms of gold, on or before the 15th day of September, 1943; and
urges upon Covernment the extreme importance of maintaining stabdity of the-
’g.epera) price-level without any prejudice to the working class standard of
iving.”
The motion was negatived.

Mr. Deputy-Speaker: The guestion is: -

*That for the criginal mwotion, the following be subsiituted : . .

_ *Having considered the situation arising out of the devaluation of .the sterling in terma
of gold, thia Assembly approves the action taken by the Government in thia
behalf, vi.., devaluing the rupee in terms of gold,””’

The motion was adopted. T ’ .

*
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An Honourable Member: The amended motion has now to be put to the

ouge. .
Mr. Deputy-Speaker: This is & substitute motion. I do mot think there i

ny partieular motion as amended that has to be taken up. This ig the main
otion. If it were not we would *have to put the motion as smended. I do

ot consider any amended m‘otion is before the House.
The Assembly then adjourned sine die.
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