"HE LEOPARD

NEVER CHANGES ITS SPOTS

HE Finance Minister on June

13, 1965 is reported 10 have

announced that the country
would not go bankrupt so long as
he was Finance Minister. Are we
going bankrupt? Finance Minis-
ters of solvent countries do not
protest their solvency. I would
he inclined to the view that we
are not quite bankrupt yet, but
that we are on the brink of bank-
ruptey today. What are the
facts?

First, the digsipating of our
Sterling Balances. When the Bri-
tish left India, they left ug with
assets amounting to Rs. 1,402
crores at our disposal in London
to be drawn, for our international
needs. In 11:949' within two years,
the fi ad drop to Rs. 947
rores " 1051, ot was Rs. 830
crores. In 1956 it was reduced to
Rs. 746 crores. In 1951, the
figures had come down from
Rs. 1400 crores to Rs. 136
crores, one-tenth of what the Bri-
tish had left. We had managed
to dissipate 9/10ths. At the end
of March thig year, the figure had
come down to Rs. 86 crores.
Now, by that time, our currency,
which has to be backed with &«
certain amount of reserves, was
being endangered because these
resources had been eaten into.
S0, in February this year, the
Reserve Bank of India had to get
hold of gold wroth Rs. 16 crores
from Government stocks in order
to maintain the statutory cover
for our currency, this lasted only
another month, Sp, in March
1965, the Government had to
obtain a stand-by credit of Rs. 95
crores from the International
g{]ﬂﬂm F‘l}nd in order to stop

r .o ncy from collapsing,
28th May, the fipures Ih)?]_dgcogg
down to Rs. 7.35 crores. and on
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the 9th of June, which ig the last
figure we can get, our gterling
balances, which, as I said were
about Rs. 1,400 crores ag left by
the British, had come down to
Rs. 3.4 crored. This is the lowest
that India’s reserves hawe sunk
in its entire history. This is one
index from which you can judge
the state of our golvency.

Foreign Indebtedness

A second index is our foreign
indebtedness.- In March 1961, our
external indebtedness was Rs. 846
crores. In February tris year
within four years, it had risen to
Rs. 2439 crores. * We now owe
the rest of the world around
Rs. 2.500 crores. How are we
going to repay them?

This brings us to our repay-
ment liabilities. It is estimated
by the Government that, at the
end of the Third Plan, which will
be early in 1966, we shall be lia-
ble to repay Rs. 650 crores
straight away by way of either
capital or interest, and this pay-
ment will amount to 1|6th of our
total exports during the Third
Plan. That is, out of the five
yvears exports of the Third Plan,
1/6th will have to be dedicated
or devoted only to repaving our
obligations or debts. During the
Fourth Plan, which we are now
so cheerfully and recklessly pre-
paring, the liability will increase
to 22% of our expected export
earnings. In faet, just under
1i4th of all we export and supply
to the rest of the world will not
get us anything. Tt will repay
our past debts. That is what peo-
ple mean when they say that the
country’s future is being mort-
gaged by this Government

New Way of Life

A third index of our economic
condition is the amount of our de-
pendence on foreign aid. Foreign
aid does not mean anything of a
commercial nature. During the
first Five-Year Plan. which was 2
modest and sensible one, only
5% or 1|20th of the amount
that we proposed to spend was to
come from abroad. By the time
we got to the 2nd Plan, our depen-
dence on other parts of the world
increased to 16%. In the Third
Plan, which is now about to come
to an inglorious end, foreign assis-
tance accounts for 28.5% . For
every two rupees that we spend
now, we look to somebody abroad
to provide us with one rugee.
the proposed 4th Plan comes into
operation, we shall, according
to Professor Shenoy. be depen-
dent to the extent of 50% on the
meherbani of the rest of the
world .

In the Indian Express of 16th
June, is an article by Mr. K.
Rhasker Rao which was entitled:
"Foreign Aid: Our New Way of
Life”. He wrote:

Today in" 1965, after 18
year of Indian Independence,
the picture is very humiliating,
For we are no longer reluctant
to accept foreign aid. Wa
openly seek it. We are even
beginning to take it for grant-
ed. It has become our way of
life. We send delegations to
every corner of the globe to
seek out aid from the treasuries
of affluent governments to the
pocket books of private indivi-
duals, from international orga-
nisations to private agencies,
from secular and non-secular
associations to even countries



-

bought 219.000 square metres, 4s
opposed 290,000.  They d us
Rs. 26.17 lakhs or ten | more
than the Soviet Union had paid for
a larger quantity! If the Russian
purchase had been made at the rate
paid the Unitel States India
would have obtained 35 lakhs of
rupees in place of Rs. 16 lakhs.
Rs. 19 lakhs of foreign exchange
were thus thrown away in giving
the Russians a cut price! [Ttaly
also imports the same material. If
the material had been exported at
the rates paid by Italy. we would
have got 22.50 lakhs. If the
Western European countries had
been given that silk they would
have paid Rs. 27.60 lakhs.
Australia had been given that ex-

they would have paid the
highest price, Rs. 37 lakhs. The
average Asian rate was Rs. 29
lakhs and the average African
rate Rs, 26, 40 lakhs. In fact, if
we had exported these silk fabrics
to any part of the world outside
the Tron Curtain, we would have
made 50 to 100% more than we
made from Soviet Russia.

Very recently, 1 had the experi-
ence of a visit from a very estima-
ble manufacturer of pig iron in
Bombay. His was a sad story.
His works had been shut down be-
cause Government imports from
Soviet Russia large quantities of
iron ore which are not necessary
in India., By over-importing Soviet
pig iron, they have flooded the
market and put hundreds of
workmen out of work and good
businessmen out of business.

Similarly, we are now told that
we must not import Caravelles and
Viscounts, we must import Ilyu-
shins, a very good name for that
plane because it is a symbol of illu-
sions on the part of the Govern-
ment. Now we want to import
Dyushins because they will be paid
for in rupees, a great mererbani
will have been conferred on us,
even though it happens to be an
inferior plane. The Ilyushing 18 is
an out-of-dated plane not in any
way comparable with the Cara-
velle. Cuba has grounded its
entire Ilyushin fleet as not being
air-worthy, and the Cubansg are
friends of the Soviet Union.
Then fthere is Mr. Nkrumah of
Ghana, another gentleman who
has burnt his fingers in buying
this plane and is trying to gef rid
?Ei El;ls fleet at greatly reduced

Diesel 0O}

Finally, we come to one of the
worst examples—the crisis over
diesel oil and kerosene. I visited
my constituency a month ago and
I found that trucks were lying on
the side of the roads because there
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was no diesel oil I found that
the kheduts in the fields could
not work their oil pumps and their
tractors because no diesel oil was
available. 1 investigated the
matter and found that the Indian
Qil Company has no distribution
facilities, but the Government in-
sists that we should only buy So-
viet diesel through the Indian Oi)
Company. On 31st March every-
thing was fine and there was nv
problem. On the 1st of April this
year, our Government created this
problem, for which there 1s no
excuse, They suddenly and ar-
bitrarily said that India was not
to import any more diesel oil
All import licences were cancelled.
When they were asked how they

roposed to meet the shortfall,
Because we produce the remamn-
ing 26 or 20 per cent. they said
Big Brother will provide. Moscow
has promised to sell to us for
rupees. So thggr are now buying
Soviet diesel. Now who is to dis-
tribute it? Their own Company
hasn't got the distribution facili-
ties, they have few pumps. So
what do they do? They call in the
other oil companies and try fo
bully them. These companies
know perfectly well that in the
next few months when the Indian
Oil Company has put up more
pumps, by the end of 196D, they
will be driven out from the trade.
My friend Mr. Humayun Kabir
says: “I shall use the Defence of
India rules against you?' The
other day Police Officers went to
pumps in Delhi and said, “If you
don't sell Soviet Diesel, we shall
acquire your pumps under the
Defence of India Rules.” What a
brave, what a generous, what a
magnanimous a noble Government
to bully petrol pump dealers!

Root Causes

Why are we in this mess? Why
are we on the verge of bank-
ruptey 7

Basically, therefore, the cause
of our bankrupey today is funda-
mentally wrong economic and
planning policies of the Govern-
ment in India. The policies of
so-called Socialism and Planning
are at the root of our disaster.
For fifteen years some of us have
warned against these wrong poli-
cies, Today, the chickens have
come home to roost. Today, we
cannot evade any more the conse-
quences of our policies.

The Second and Third Plans
have been disastrous for this
country because we try to spend
money that we do not possess. We
have concentrated on heavy in-
dustries, which are wasteful and
uneconomic,  while neglecting
agriculture and transport. We

have put up State factories know-
ing p!e:rfec y well that the State
is not efficient producer of any-
thing except laws. We have in-
dulged in economic = chauvanism
and turned foreign capital away
from our doors.

Only a few days ago there was
the hr};akdnwn of the Bechtel deal
on fertilizers, They were prepar-
ed to set up five fertilizer factories
to produce fertilizers in this coun-
try when the peasants are today
going and buying fertilizers in the
black market. But Bechtel, who
were going to risk their money,
capital and reputation, were not
prepared to give a majority to the
Government of India though they
were prepared to give a majority
to the Government of India and
private investors put together.

A very intelligent and percep-
tive article in the ‘Indian Express
by Mr. Rohit Handa says:

“The Indian government, for
reasons of prestige was unwill-
ing to allow the management to
remain in American hands. Its
main fear seems to have been
that, if a departure is made
from the established practice of
recruiting underpaid and badly
trained personnel and obtaining
departmental esanctiong from
the Finance Ministry at every
stage in the case of fertilizer
factories, similar concessions
might have to be made to exist-
ing public sector enterprises.’

These ministers and officials in
Delhi want to keep their fingers
in these industrial pies of govern-
ment, If they had accepted the
Bechtel demand for management
by those who run the fertilizer
factory, the managers of othar
State enterprises would ask: “Why
don’t you give us similar free-
dom? Why do you interfere in our
business?” So in order to keep the
tentacles of the Finance and other
Ministeries on every industrial
enterprise, this very fine offer to
build five fertilizer factorieg has
been turned down. And yet these
people come to us and say they are
irying 1o save foreign exchange
when a cricket team has to gzo
abroad!

The New Class

I would like to conclude by try-
Ing to answer my own question:
We cannot escape bankruptey un-
less certain thingg happen. 'The
first of these is that Government
should discard entirely these
wrong policies that were inherited
from Mr. Nehru and strike ont in
a more realistic. more practical
direction. Now it is for you to
consider what the chances are of
Mr. Lal Bahadur Shastri and his



ike little Rumania; financial
{lﬁ?and a lot of other assistance
i being pumped to prime our
stagnant economy. From the
vast steel mills that span from
Bhilai to Bokaro to the chapa-
ttis that we eat everyday, our
ing intricate nej:work of
oreign aid should frighten us
into asking the almost prohibi-
tive question: “how indepen-
dent are we?” <
I think his question deserves
a very great deal of quet
thought.

Value of Rupce

To move on to ancther index of
solvency, the state of our currency.
Every country’s credit depends on
the state of.its money. People
talk about shortage of forelgn
exchange, but there is no short-
age of foreign exchange. There
is a shortage of an honest Rupee.
Our rupee is supposed to be
worth 20 cents of the American
dollar, That is the theory. To-
day our rupee in all the world's
free markets is worth around 10
cents, just around half of what it
pretends to be. And yst we ex-
pect people to do business with us
urider the pretence that our rupee
is worth about 20 cents, When
these figures are thrown by us at
the Finance Minister in Parlia-
ment, he says: “I do mot under-
stand all this. A rupee hag only
one value and that ig the value
that we say it has.”

It might interest the Finance
Minister to know that every
hotel booking-clerk, every taxi-
driver in a big city, everyone
near the docks, every shop-kee-
per in Connaught Place in New
Delhi or in the Fort in Bombay
knows that the dollar is worth
twice as much in terms of the
rupee that it is supposed to be.
That is why people cheerfully
offer 8 or 9 rupees for the dollar.

Newsweek, the American jour-
nal, publishes a column where it
g:ves the market figures of curren-
cies all over the world. According
to Newsweek on 17th June, 1963,
as against the official price of
4.75 rupees to the dollar, the
dollar was in fact worth 5.70
rupees. On the 6th of January
1964 six months later, the rupee
had depreciated and fallen to
6.65 to the dollar. On 9th Novem-
ber 1064, the rupee had gone down
to 6.90 to the dollar. On 1ist
February 1965 just before M.
Krishnamachari introduced his
last unfortunate Budget, you
could only get a doller for T7.20
rupees. A day before the Budget
you could get a pound for Rs. 24
as opposed to Rs. 13.30, which is
the official price. But the morning

Budget couldn t

aftez; ;’;ind gutgglingyggr less thau

7 to 28 rupees. (So the last

blow to the rupee was struck by
this wretched Budget.)

Finally, the last index, the
state obfr the Capital MBJ'I(Et'.
According to the rve Bank's

weekly index of variable d.iv:t_iends
of indB::strial securities, that mde:;
declined from 192.9 in April 1962
to 162.5 on February 27, 1965.

You will see from all this that
evidence of the fact that we are
on the brink of bankruptey is
pretty conclusive.

Symptoms of Bankruptcy

In fact, the Government, by its
own behaviour, is admitting this.
First, the moratorium on essential
imports. During the current
quarter, practically all imports
have been stopped; we haven't
got the money to pay for them.
During the last debate in Parlia-
ment on the Finance Bill, on 3rd
May, I asked the Finance Minis-
ter across the floor, to conﬁ_rm
my understanding or information
that at that time he had only six
weeks' exchange to keep the coun-
try's imports going. In his cha-
racteristic manner, Mr. Krishna-
machari blustered that, in spite
of me, the country would not go
bankrupt, he forgot to answer my
question! His own actions later
show that I was right. If this
continues for a few more months,
the wheels of our industry will
grind to a stop. Factory after
factory will have to shut down.

The second admission of insol-
vency ig the Finance Ministry's
demand that all sports teams
going abroad should stop. They
have informed the All-India
Sports Council that no foreign ex-
change ig available for sportsmen
going abroad till March 1966.
But while they were being so
brave in preventing eleven cric-
keters from going abroad, let us
take note of the fact that half the
Ministers in Delhi were abroad
themselves, Each of them has
got staff attending on him.
1 don't mind saying that our
sportsmen, like the hockey team
that went to Tokyo, are as India’s
ambassadors much more effective
than Lal Bahadur Shastri's and
Swaran Singh's going abroad.

Finally, there is the credit
squeeze, the denial of facilities to
banks to lend money to perfectly
solvent, stable businesses for their
needs. The Reserve Bank has
oydergg the ba.nk]s to refuse to
give finance to solvent businesse
and firms, because they say tha%
is anti-inflationary.

80%

Rupee Payment Hoax

We come now to a very un-
sa,vcurﬁ part of our economic life
and policies today. A team
can go to Czechoslov or Hun-
gary or Moscow, but not to any
other part of the world. Why?
The answer is that when you buy
something from, or spend some-
thing in, Russia or one of these
communist countries, you do
not use up foreign exchange.
These countries are prepared to
accept rupees, the debased ru
which are worth half their value,
Now this is a big lie, and everyone
who mouths it should know it.

The Russians acquire these ru-
pees in India. What do they do
with them? The Americans de-
posit all the rupees from our PL.
480 loans which they also allow
us to repay in rupees, in the
Reserve Bank of India., and about
of these rupees are given
back to our Government for deve-
lopmental projects in our own
country, T;EE balance they use for
running their own Embassy and
for_the use of Americans in India.

What, in like conditions, do the
Soviets . do? The Soviets give a
small percentage to the Commu-
nist Party to destory our Consti-
tution and our Government, to the
fellow travellers, and to certain
newspapers, whose names we
know in Delhi and Bombay, For
the rest, they ask: “What are you
going to sell us in return? We want
your oilseeds, we want your
shoes, we want your cloth,
we want such and such thing.”
Soviet Union imports from us, in
return for what it gives us, goods
which have value in the world.
If they were not sold to the Soviet
Union, other countries would have
bought them and given us valuable
foreign exchange.,

So foreign exchange is used from
whichever country we buy our
goods, because ultimately those
rupees are converted into exportg
and the use of exports means the
loss of valuable foreign exchange.
This rupee sources racket is an
attempt to throw dust in the eyes
of the Indian people and to pretend
that, when we buy from Russia, we
are not spending foreign exchange.

Export to USSR Subsidised

Here are the figures of our silk
exports: During 1963 we exported
mulberry silk fabries in large quan-
tities. The Soviet Union bought
200,000 square metres. and they
paid us Rs. 16.11 lakhs., The
United States bought almost the
same quantity, a little less. They
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colleagues having the courage to
admit their mistakes. I don't
think they have any lack of intel-
. Many of them privately

t this. But they lack courageé

and some of them are also Ing
money out of this rotten system.
The New Class in India, the
corrupt politicians, corrupt offi-
cials, and corrupt businessmen
who work with them are exploit-
ing the people of India today
under the mame of Socialism and
Planning. Now this is not specifi-
cally a Indian phenomenon. It
happens in other countries also.
The great Communist, Milovan
Djilas, the former Vice-Premier of
Yugoslavia wrote a book—for
which he is now serving a ten-year
sentence—called the “New Class.”
There, Djilas describes our Mala-
viyag and our Serajuddins to per-
fection. He had never heard of
them, of course. He wrote this
book before they came to the sur-
face. But you will find there a
beautiful description of people
who talk communism, socialism
and leftism, and line their own
pockets. If I am asked whether

USELESS GOODS

Amnother plant

reforms which would put more money in the
store shelves at lower prices and aIIoI{o them

there are any vested interests in
India today. I would say: “Yes,
there is only one vested interest
and that is the vested interest of
the corrupt politician, the corrupt
official and the corrupt business-
man who work hand in hand to
exploit the people.”

Recently, in Calcutta you had the
unsavoury spectacle of Mr. Gulza-
rilal Nanda, our present Home
Minister, who is one of the men
most responsible for India’s drift
to bankruptcy, because he was the
man who as Planning Minister
was responsible for the 2nd and
3rd Five Year Plans, sharing the
platform with some prominent
businessmen. We had this rather
sickening spectacle of each patt-
ing the other on the back, our
business leaders saving that Mr.
Nanda was a very man and
Mr. Nanda saying how wonderful
were the businessmen and they
all said that the Congress was the
only Party. People mustn't think
of any Opposition Party, only the
Congress can deliver the goods,
only the Congress will save you

UNPROFITABLE FACTORIES IN SOVIET UNDER ATTACK

MOSCOW, June 24—The Communist Party mnewspaper
tive and wunprofitable factories today as the Government lished 1
bring a mew era of prasperity to the mation. s i dewnod iy
Pravda, coming down on the side of a moti increase production, sai i
1962, there were 12 plants in the Mosonw a:-ea m w;:: iy s
there were only four, it said.

But it said, plenty of other factories were producing goods
useless in an economic sense. For example, one }J!:nﬁt'ure factory
of articles of which 300 avere unprofitable.

! produced 189 drills
million Tubles (51.1 mallion) . s

The reason, the newspaper indicated, was th
] : L same -
a quota far production and not caring whether t i skt

Partial scrapping of the quota system was one of the planks in a series of major economic
pockets of Soviet workers, more goods on their

to work less.

“Pravda” attacked unproduc-

“oompletely unprofitable”.

which were almost tofally
produced 1,500 different types

which were so unprofitable they lost the state one

he item sold or was profitable.

from Communism, therefore let
us vote Congress next time.

If there is one clagss in India
which would be responsible if
India really goes bankrupt and its
democratic titution and wa
of life are destroyed, it is the busi-
ness class. I know there are very
fine business leaders in India of
whom any country can be proud.
But let me be quite frank. Nine
out of ten businessmen today are
selling out their country and their
childern’s future for the sake of
the Quick Rupee, for the sake of
the extra licence and permit which
these men in Delhi can give. They
don't seem to care what will
happen to their childern and their
country. All they care is how
mush they can make in the next
twelve months. If a nation has
too many of much people, than
that nation gets destroyed.

I frankly have very little hope
that this group in office can ever
be m to change their policies.
The leo does not change his

spots. T

Now

factory managers meeting

The veforms, aimed at giving Soviet citi i i
o e i 2¥ : q L cifizens imcentives to produce more, were expect-
il pproved at a meeting of the Soviet Communist Party's central committee in July

These semblances of capitalist life were expected to include:
— A drastic curtailment of state mana i .
gement of ind parti i
quota system. Factory managers would be given -yfraatel:-w f?eeﬁ ito n:j mﬂ%ﬁﬁg}' i

The profit system, already i .
introduced i : Ay Yy introduced into the clothin 1l : .
o O D el Indusitles. Flay managers. Ty oo 2Oporel fuhistites ANt
e allmoed to use at least part of that profit ¢t be exmpected to show a .

— Wo
it rkers would be spurred through better wages, bonuses and even a profit-sharing

— Prices would be aut and more new goods would appear on stores shelves

. - . . » T

—From The Journal of Commerce, New York Friday, June 25, 1965
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