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20 June 1966
My dear Masani, ;

Your express delivery letter of 18 June reached me only
today. I hasten to return your draft with pencil jottings in
the margin, o mgke sure that it reaches you to-morrow in Bombay.
As a precaution, I gm wiring to your New Delhi sddress, care of
your giater, Migs Mehra B.Masani, the text of the sud paragrabh
on export duties. I hope you have received the text of my state-
ment on devgluation, which I made at the press conference. This
was sent to your Bombay address on 18 June.

Vith best wishes,
Yours sinocerely,

YA
(B.5.SHENOY)

Mr.M.R.Masani, M.P.
148, Mghatma Gandhi Road
BOMBAT-1

Enals

r-’.

I am glad to may that my office has been able to
take a oopy of the draft with my suggestions incorpors—
ted in 1%, these suggestions being underlined. I an
sending s copy of the amended version also to your Delhi
address. Flease find gttached herewith copy of the sub-
Paragraph on export duties. It is a matter of detail
whether you put it as part of paragraph 2 or of 3. My

2 own bilas is %o put 1t a8 part of paregraph 2, in view of
ilt. importance to the corrective mechanism of devalug-
on.

(]o R.B;.nqr)



mmrmwmmxuormmmmm
SEREX NEUTRALIZED BY BXPORT DUTIES IN RESPECT OF TRADITIONAL
ABOLITION OF THEX IMPORT ENTITLEMENT AND OTHER RXPORT
PRONOTION INCENTIVES STOP THR NET RESULT IS THAT THOUGH
DE JURE DEVALUATION IS 57.5 PER CENT DB PACTO DEVALUATION MAY 3B
OF THE ORDER OF 40-13 PER CENT STOP WIS IS FAR T00
INSUFFICIENT FOR BXFORTS T0 BE STEPPED UP SUFPICIENTLY STOP
THERE IS THEREFORE URQENT NEED 70 4ABOLISH EXPORT DUTIES
INTRODUCED WITHE DEVALUATION

Eot %o be telegraphed i

(B.R.SEREOY) 20=6-66
School of Soeial Soiences
Qujarat University,Abmedadod-9

M.B.MASANI
9 C.1, PANDARA ROAD
XEW DELHI



sconoxi wummmduuuummu
g g ative result of she mistaken e conomic policies
mdtmﬂmuw-mtmmlut decade and g half.

n
W warnings sounded the Swatantra Party spokesmen, both in
Mh-:r:::‘uﬁm. h:l not bzn ignored, the ocuntry would not today

be in its present plight.
2.

of devaluation may
. Agtion % has now

clear declaration that from mow inflationary policies
L :r w:y kind will be sorupulously eschewed and that,
subjeot to whatever foreign assistance may be made
available, the Indign Government will live within its

mepns.

(b) Drastio reduction in oivil non-developmental expenditure
of the Upion Government and the observanoce by the Union
and State governzents of fiscal discipline by eschewing
defiolt finanoe and overdrafts. All further recruitment
to oivil servioce and clerical recruitment to be stopped.

(e) The restriction of foreign loans on a government-to-

governmpnt basis only to such legitimate purposes a8 fa11

) f S as the laying
of the astruoture (inclu m the provision
of irrigetion, roads and communicgtions) and, as a short-
term megsure, for mgintengnoe importe; and the oregtion
of conditions that would encourage indigeonocus and foreign
oapital to0 produce the goods that are reguired by the
people.

(d) A postpopement and recasting of the proposed Fourth Flan
by dropping all new ocapital projects in the State seotor,
including the proposed Bokaro Steel projeot whioch is of
an sexoeptionally ocostly and weateful nature.

(e) A sharp reduction in both direct and indirect taxes so as
to ﬁuﬁ%ﬂ%ﬁs&aﬁﬂ mgke
av e a larger supply of rupee finance for sxpanding
3he produotion gnd lowering the oost of domestio goods.

(f) The complete dismantling of the structure of permits,
liosnces and controls, including import licensing
exchgnge conirols and Gold Control, mso_th the mgchine
of produgtion gnd comp enterprise oome under
W an e . . v [ .m fl COMmmnon .
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3 Pending the introduction of these megsures and their benefioisl
effects materialising, the following megsures should be taken immedig-

tely to prevent dislocation of the economy and reduce bardship on
those concerned: .

(a) Ensuring an sdequate supply of imported raw materials to
exporters of non~traditionsl exports wh
import eptitlements. R ANt

(b) Orphaned industrial projects stranded in mid-
stregm should b
helped cut by easy loans from publio finanoigl :.muiutuu..

(¢) TImport duties and surcharges and counterveil
:: Taw and 1“:::-1:.1.;10 materials, fuele m‘i:s 'zo;n dutinu
ocompletely ad, in Pare parts shou
reduotien 1n iapert duties. | o O 0 Freset illusery

B

The seotion relpting to export duties, which
Para 2 oY para 3 4~ * mgy go either in

"The major Part of the br-afite of devi'"-tion has »-— - .
R




- 1y

by export duties in respect to traditional exportsj and, in respect
0 nop~traditiongl items, by the gbolition of the import entitlement
and other expors promotion incentives. The résult is that, though
“_%Mdnﬂu 187'57.5 per oent, §s Laot0 develuation may be of
the v of 10=15 par gent. This is far too lumsufficient for axports
to be siepped up sufficiently. There la, thersfore, urgent need to
sbolish exjort duties introlveed with devglaation.®



